THE INCOME-TAX ACT, 1961
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2. Definitions.
3. AiPrevious year o defined.

CHAPTER I
BASIS OF CHARGE

4. Charge of incomeax.

5. Scope of total income.

5A. Apportionment of income between spouses governed by Portuguese Civil Code.
6. Residence in India.

7. Income deemed to be received.

8. Dividend income.

9. Income deemed to accrue or arisdnidia.

9A. Certain activities not to constitute business connection in India.

CHAPTER III
INCOMES WHICH DO NOT FORM PART OF TOTAL INCOME

10. Incomes not included in total income.

10A. Special provision in respect of newly established undertakings in freeztvadetc.
10AA. Special provisions in respect of newly established Units in Special EcoZomgs.
10B. Special provisions in respect of newly established hundred peexmttorientedundertakings.
10BA. Special provisions in respect of export eftain articles or things.

10BB. Meaning of computer programmes in certain cases.

10C. Special provision in respect of certain industrial undertakings in {Eattern Regio.
11. Income from property held for charitable or religious purposes.

12. Income of trust®r institutions from contributions.

12A. Conditions for applicability of sections 11 and 12.

12AA. Procedure for registration.

13. Section 11 not to apply in certain cases.

13A. Special provision relating to incomes of political parties.

13B. Speciaprovisions relating to voluntary contributions received by electoral trust.

" Subject to verification and confirmation by the Department.



CHAPTERIV
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16. Deductions from salaries.
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B.0 [Omitted
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35D. Amortisation of certain preliminary expenses.
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37. General.

38. Building, etc., partly used for business, etc., or not exclusively so used.

39. [Omitted].

40. Amounts not deductible.

40A. Expenses or payments not deductible in cediaimmstances.

41. Profits chargeable to tax.

42. Special provision for deductions in the case of business for prospecting, etundoal oil.

43. Definitions of certain terms relevant to income from profits and gains of busingsgession.

43A. Special proviens consequential to changes in rate of exchange of currency.

43AA. Taxation of foreign exchange fluctuation.

43B. Certain deductions to be only on actual payment.

43C. Special provision for computation of cost of acquisition of certain assets.

43CA. Speial provision for full value of consideration for transfer of assets other than capital assets
in certain cases.

43CB. Computation of income from construction and service contracts.

43D. Special provision in case of income of public financial institutipuglic companies, etc.

44 Insurance business.

44A. Special provision for deduction in the case of trade, professional or sisBaciation.
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44AB. Audit of accounts ofertain persons carrying on business or profession.



SECTIONS

44AC.[Omitted].
44AD. Special provision for computing profits and gains of business on presuinasige
44ADA. Special provision for computing profits and gains of profession on presurasige

44AE. Special provision for computing profits and gains of business of plying, hirile@®ing goods
carriages.

44AF. Special provisions for computing profits and gains of retail business.

44B. Special provision for computing profits and gainsskipping business in the casé non
residents.

44BB. Special provision for computing profits and gains in connection with the busfreeqsoration,
etc., of mineral oils.

44BBA. Special provision for computing profits and gains of the businegparftion of aircraft in
the case of neresidents.

44BBB. Special provision for computing profits and gains of foreign companies engagedusiness
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44C. Deduction of head offi@xpenditure in the case of nogsidents.

44D. Special provisions for computing income by way of royalties, etc., in the case of foreign
companies.

44DA. Special provision for computing income by way of royalties, etthgioase of honresidents.

44DB. Special provision for computing deductions in the case of business rsatigeniof
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E.0 Capital gains

45, Capital gains.

46. Capital gains on distribution of assets by companies in liquidation.

46A. Capital gains on purchase bgmpany of its own shares or other specified securities.

47. Transactions not regarded as transfer.

47A. Withdrawal of exemption in certain cases.
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50. Special provision for computation oftal gains in case of depreciable assets.
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53. [Omitted].
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54A. [Omitted].
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54C. [Omitted].
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54E. Capital gain on transfer of capital assets not to be charged in certain cases.
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80CCB. Deduction in respect of investment made under Equity Linked Savings Scheme.

80CCC. Deduction in respect of contribution to certain pension funds.
80CCD. Deduction in respect of contribution to pension scladr@entral Government.

80CCE. Limit on deductions under sections 80C, 80CCC and 80CCD.



SECTIONS
80CCF Deduction in respect of subscription to lelegm infrastructure bonds.
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80HHB. Deduction in respect of profits and gains from projects outside India.
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in infrastructure development, etc.

80-IAB. Deductiors in respect of profits and gains by an undertaking or enterprise engaged in
development of Special Economic Zone.

80-IAC. Special provision in respect of speedibusiness.



SECTIONS
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80JJ. Dmitted].
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80LA. Deductions in respect of certain incomes of Offshore Banking Units and International
Financial Services Centre.

80M. [Omitted].

80MM. [Omitted].

80N. [Omitted].
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D.d Other deductions
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80VV. [Omitted].
CHAPTER VIB
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ON WHICH NO INCOMETAX IS PAYABLE
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82. [Omitted].
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85A. [Omitted].
85B. [Omitted].
85C. [Omitted].
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86A. [Omitted].

CHAPTER VIII

REBATES AND RELIEFS
A.0 Rebate of incomtax

87. Rebate to be allowed in computing incotag.
87A. Rebate of incomt&ax in case of certain individuals.
88. Rebate on life insurangaemia, contribution to provident fund, etc.
88A. [Omitted].
88B. [Omitted].
88C. [Omitted)].
88D. [Omitted].
88E. Rebate in respect of securities transaction tax.

B.0 Relief for incomdax

89. Relief when salary, etc., is paid in arrears or in advance.
89A. [Omitted].
CHAPTER IX
DOUBLE TAXATION RELIEF
90. Agreement with foreign countries or specified territories.
90A. Adoption by Central Government of agreement between specified associatidostite
taxation relief.
91. Countries with which no agreement exists.

CHAPTER X
SPECIAL PROVISIONS RELATING TO AVOIDANCE OF TAX

92.Computation of income from international trar
92A. Meaning of associated enterprise.
92B. Meaning of international transaction.
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92BA. Meaning ofspecified domestic transaction.

92C. Computation of armés | ength price.

92CA. Reference to Transfer Pricing Officer.

92CB. Power of Board to make safe harbour rules.

92CC. Advance pricing agreement.

92CD. Effect to advance pricing agreement.

92CE. Secondy adjustment in certain cases.

92D. Maintenance and keeping of information and document by persons enteringin¢oretional
transactioror specified domestic transaction

92E. Report from an accountant to be furnished by persons enterimgtémt@tional transactioor
specified domestic transaction

92F. Definitions of certain terms relevant to computation ofatength price, etc.

93. Avoidance of incoméaax by transactions resulting in transfer of income to-mesidents.

94. Avoidance of tax # certain transactions in securities.

94A. Special measures in respect of transactions with persons located in njotifddtional
area.

94B. Limitation on interest deduction in certain cases.

CHAPTER XA
GENERAL ANTI-AVOIDANCE RULE

95. Applicability of Gereral AntirAvoidance Rule.

96. Impermissible avoidance arrangement.

97. Arrangement to lack commercial substance.

98. Consequences of impermissible avoidance arrangement.
99. Treatment of connected person and accommodating party.
100. Application of this Chapter.
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102. Definitions.

CHAPTER Xl
ADDITIONAL INCOME-TAX ON UNDISTRIBUTED PROFITS

103.[Omitted].
104.[Omitted].
105.[Omitted].
106.[Omitted].
107.[Omitted].
107A. [Omitted].
108. [Omitted].
109.[Omitted].

CHAPTER XIi
DETERMINATION OF TAX IN CERTAIN SPECIAL CASES
110. Determination of tax where total income includes income on which no tax is payable
111.Tax on accumulated balance of recognised provident fund.
111A. Tax on shofterm capital gains in certain cases.
112.Tax on longterm capital gains.
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112A Tax onlong-term capital gains in certain cases
113.Tax in the case of block assessment of search cases.
114.[Omitted].
115.[Omitted].
115A. Tax on dividends, royalty and technical service fees in the case of f@eigpanies.

115AB. Tax on income from units purchasedforeign currency or capital gains arisifrgm their
transfer.

115AC. Tax on income from bonds or Global Depository Receipts purchased in foueigncy or
capital gains arising from their transfer.

115ACA. Tax on income from Global Depository Recgiptirchased in foreign currenoy capital
gains arising from their transfer.

115AD. Tax on income of Foreign Institutional Investors from securities or capital ajésimgy from
their transfer.

115B. Tax on profits and gains of life insurance business.
115BA. Tax on income of certain domestic companies.

115BB. Tax on winnings from lotteries, crossword puzzles, races including horse races, card games
and other games of any sort or gambling or betting of any form or nature whatsoever.

115BBA. Tax on nowresident sportsmen or sports associations.

115BBB. Tax on income from units of an opemded equity oriented fund of the Unit Trust of India
or of Mutual Funds.

115BBC. Anonymous donations to be taxed in certain cases.
115BBD. Tax on certain dividends reeedl from foreign companies.
115BBDA. Tax on certain dividends received from domestic companies.

115BBE. Tax on income referred to in section 68 or section 69 or section 69A or &Sffiocor
section 69C or section 69D.

115BBF. Tax on income from patent.
115BBG.Tax on income from transfer of carbon credits.
CHAPTER XIIA

SPECIAL PROVIONS RELATING TO CERTAIN INCOMES OF NOIRESIDENTS
115C. Definitions.
115D. Special provision for computation of total income of-residents.
115E. Tax on investment incomedalongterm capital gains.
115F. Capital gains on transfer of foreign exchange assets not to be charged in certain cases.
115G. Return of income not to be filed in certain cases.
115H. Benefit under Chapter to be available in certain cases even after the assessee become resident.

1151. Chapter not to apply if the assessee so chooses.
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CHAPTER XII-B
SPECIAL PROVISIONS RELATING TO (ERTAIN COMPANIES
SECTIONS
115J. Special provisions relating to certain companies.
115JA. Deemed income relating to certain companies.
115JAA. Tax credit in respect of tax paid on deemed income relating to ceotapanies.
115JB. Special provision fgrayment of tax by certain companies.
CHAPTER XII-BA
SPECIAL PROVISIONS RELATING TO CERTAIN PERSONS OTHER THAN A COMPANY
115JC. Special provisions for payment of tax by certain persons other than a company.
115JD. Tax credit for alternate minimum tax.
115JE Application of other provisions of this Act.
115JEE. Application of this Chapter to certain persons.
115JF. Interpretation in this Chapter.
CHAPTER XII-BB
SPECIAL PROVISIONS RELATING TO CONVERSION OF INIDAN BRANCH OF A
FOREIGN BANK INTO A SUBSIDIARY COMPANY
115JG. Conversion of an Indian branch of foreign company into subsidiary looliapany.
CHAPTER XII-BC
SPECIAL PROVISIONS RELATING TO FOREIGN COMPANY SAID TO
BE RESIDENT IN INIDA
115JH. Foreign company said to be resident in india.
CHAPTER XII-C
SPECIAL PROVISIONS RELATING TO RETAIL TRADE, ETC.
115K. [Omitted].
115L. [Omitted].
115M. [Omitted].
115N. [Omitted)].
CHAPTER XII-D
SPECIAL PROVISIONS RELATING TO TAX ON DISTRIBUTED
PROFITS OF DOMESTIC COMPANIES
1150. Tax on distributed profits afomestic companies.
115P. Interest payable for npayment of tax by domestic companies.
115Q. When company is deemed to be in default.
CHAPTER XII-DA

SPECIAL PROVISIONS RELATING TO TAX ON DISTRIBUTED INCOME OF DOMESTIC
COMPANY FOR BUY-BACK OF SHARES
115QA. Tax on distributed income to shareholders.
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SECTIONS
115Q8 Interest payable for ngmayment of tax by company.
115QC. When company is deemed to be assessee in default.
CHAPTER XII-E
SPECIAL PROVISIONS RELATING TO TAX ON DISTRIBUTED INCOME
115R. Taxon distributed income to unit holders.
115S. Interest payable for ngayment of tax.
115T. Unit trust of India or mutual fund to be an assessee in default.
CHAPTER XI-EA

SPECIAL PROVISIONS RELATING TO TAX ON DISTRIBUTED INCOME BY
SECURITISATION TRUSTS

115TA. Tax on distributed income to investors.

115TB. Interest payable for ngrayment of tax.

115TC. Securitisation trust to be assessee in default.

115TCA. Tax on income from securitization trusts.
CHAPTER XII-EB

SPECIAL PROVISIONS RELATING TO TAX ONACCRETED INCOME
OF CERTAIN TRUSTS AND INSTITUTIONS

115TD. Tax on accreted income.

115TE. Interest payable for ngayment of tax by trust or institution.

115TF. When trust or institution is deemed to be assessee in default.
CHAPTER XII-F

SPECIAL PROVISIONSRELATING TO TAX ON INCOME RECEIVED FROM VENTURE CAPTIAL
COMPANIES AND VENTURE CAPTIAL FUNDS

115U. Tax on income in certain cases.
CHAPTER XII-FA
SPECIAL PROVISIONS RELATING TO BUSINESS TRUSTS
115UA. Tax on income of unit holder and business trust.
CHAPTERXII-FB

SPECIAL PROVISIONS RELATING TO TAX ON INCOME OF INVESTMENT FUNDS AND INCOME
RECEIVED FROM SUCH FUNDS

115UB. Tax on income of investment fund and its unit holders.
CHAPTER XII-G
SPECIAL PROVISIONS RELATING TO INCOME OF SHIPPINGOMPANIES
A.0 Meanng of certain expressions
115V. Definitions.
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B.0 Computatiorof tonnage income from business of
operating qualifying ships
SECTIONS
115VA. Computation of profits and gains from the business of operating qualifying ships.
115VB. Operating ships.
115VC. Qualifying company.
115VD. Qualifying ship.
115VE. Manner of computation of income under tonnage tax scheme.
115VF. Tonnage income.
115VG. Computation of tonnage income.
115VH. Calculation in case of joint operation, etc.
115V-I. Relevant shippingicome.
115VJ. Treatment of common costs.
115VK. Depreciation.
115VL. General exclusion of deduction and set off, etc.
115VM. Exclusion of loss.
115VN. Chargeable gains from transfer of tonnage tax assets.
115V-0O. Exclusion from provisions of section 115JB.
C.0 Procedure for option of tonnage tax scheme
115VP. Method and time of opting for tonnage tax scheme.
115VQ. Period for which tonnage tax option to remain in force.
115VR. Renewal of tonnage tax scheme.
115VS. Prohibition to opt for tonnage tax schemednain cases.
D.6 Conditions for applicability of tonnage tax scheme
115VT. Transfer of profits to Tonnage Tax Reserve Account.
115VU. Minimum training requirement for tonnage tax company.
115VV. Limit for charter in of tonnage.
115VW. Maintenance anaudit of accounts.
115VX. Determination of tonnage.
E.0 Amalgamation and demerger of shipping companies
115VY. Amalgamation.
115VZ. Demerger.
F.0 Miscellaneous
115VZA. Effect of temporarily ceasing to operate qualifying ships.
G.0 Provisions of this chaptarot to apply in certain cases
115VZB. Avoidance of tax.
115VZC. Exclusion from tonnage tax scheme.
CHAPTER XII-H
INCOME-TAX OF FRINGE BENEFITS
A.d Meaning of certain expressions
115W. Definitions.
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B. & Basis ofcharge
SECTIONS
115WA. Charge ofringe benefit tax.
115WB. Fringe benefits.
115WC. Value of fringe benefits.

C.0 Procedure for filing of return in respect of fringe benefits, assessment and
payment of tax in respect thereof
115WD. Return of fringe benefits.
115WE. Assessment.
115WF.Best judgment assessment.
115WG. Fringe benefits escaping assessment.
115WH. Issue of notice where fringe benefits have escaped assessment
115WI. Payment of fringe benefit tax.
115WJ. Advance tax in respect of fringe benefits.
115WK. Interest for defaulh furnishing return of fringe benefits.
115WKA. Recovery of fringe benefit tax by the employer from the employee.
115WKB. Deemed payment of tax by employee.
115WL. Application of other provisions of this Act.
115WM. Chapter XHH not to apply after aertain date.
CHAPTER XiIli
INCOME-TAX AUTHORITIES
A. 8 Appointment and control

116.Incometax authorities.
117. Appointment of incomeax authorities.
118. Control of incomeax authorities.
119.Instructions to subordinate authorities.
B.d Jurisdiction
120. Jurisdiction of incomaax authorities.
121.[Omitted].
121A. [Omitted].

122.[Omitted].

123.[Omitted)].

124. Jurisdiction of Assessing Officers.
125.[Omitted].

125A. [Omitted].

126.[Omitted].

127.Power to transfer cases.
128.[Omitted)].

129.Change of incumbent of an office.
130. [Omitted).

130A. [Omitted].
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C.0 Powers
SECTIONS
131.Power regarding discovery, production of evidence, etc.
132.Search and seizure.
132A. Powers to requisition books of account, etc.
132B. Application of seized or requisitioned assets.
133. Power to call for information.
133A. Power oburvey.
133B. Power to collect certain information.
133C. Power to call for information by prescribed incemeauthority.
134.Power to inspect registers of companies.
135.Power of Principal Director General or Director General or Principal Directddiwctor,
Principal Chief Commissioner or Chief Commissioner or Principal Commissioner or
Commissioner and Joint Commissioner.

136.Proceedings before incortax authorities to be judicial proceedings.

D. 6 Disclosure of information
137.[Omitted)].
138.Disdosure of information respecting assess

CHAPTER XIV

PROCEDURE FOR ASSESSMENT
139.Return of income.
139A. Permanent account number.
139AA. Quoting of Aadhaar number.
139B. Scheme for submission of returns through Tax Return Preparers.
139C. Power of Boaratdispense with furnishing documents, etc., with return.
139D. Filing of return in electronic form.
140.Return by whom to be verified.
140A. Selfassessment.
141.[Omitted].
141A. [Omitted].
142.Inquiry before assessment.
142A. Estimation of value of assets by VaioatOfficer.
143. Assessment.
144 Best judgment assessment.
144A. Power of Joint Commissioner to issue directions in certain cases.
144B. [Omitted].
144BA. Reference to Principal Commissioner or Commissioner in certain cases.
144C. Reference to dispute resolutpamel.
145.Method of accounting.
145A. Method of accounting in certain cases.
145B. Taxability of certain income.

146.[Omitted].
147.Income escaping assessment.
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SECTIONS

148.1ssueof notice where income has escaped assessment.

149.Time limit for notice.

150. Provision for casewhere assessment is in pursuance of an order on appeal, etc.
151. Sanction for issue of notice.

152. Other provisions.

153.Time limit for completion of assessments, reassessments and recomputation.

153A. Assessment in case of search or requisition.

153B. Timelimit for completion of assessment under section 153A.

153C. Assessment of income of any other person.

153D. Prior approval necessary for assessment in cases of search or requisition.

154. Rectification of mistake.
155.Other amendments.

156. Notice of demand.
157.Intimation of loss.

158. Intimation of assessment of firm.

CHAPTER XIV-A
SPECIAL PROVISION FOR AVOIDING REPETITIVE APPEALS

158A. Procedure when assessee claims identical question of law is pending befof@otdiglor
Supreme Court.

158AA. Procedure when in an appeal by revenuddantical question of law is pendingefore
Supreme Court.

CHAPTER XIV-B
SPECIAL PROCEDURE FOR ASSESSMENT OF SEARCH CASES
158B. Definitions.
158BA. Assessment of undisclosed income as a result of search.
158BB. Computation of undisclosed income of theklperiod.
158BC. Procedure for block assessment.
158BD. Undisclosed income of any other person.
158BE. Time limit for completion of block assessment.
158BF. Certain interests and penalties not to be levied or imposed.
158BFA. Levy of interest and penaltycertain cases.
158BG. Authority competent to make the block assessment.
158BH. Application of other provisions of this Act.
158BI. Chapter not to apply after certain date.
CHAPTER XV
LIABILITY IN SPECIAL CASES
A.0 Legal representatives
159. Legalrepresentatives.
B.0 Representative asses$eGeneral provisions

160. Representative assessee.
161. Liability of representative assessee.
162.Right of representative assessee to recover tax paid.

C.0 Representative assess8pecial cases
163.Who may be regarded as agent.
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SECTIONS
164. Chargeof tax where share of beneficiaries unknown.
164A. Charge of tax in case of oral trust.
165. Case where part of trust income is chargeable.

D.0 Representative assesddsscellaneous provisions
166. Direct assessment or recovery not barred.
167.Remediesgainst property in cases of representative ass®ss
DD.o Firms, association of persons and body of individuals
167A. Charge of tax in the case of a firm.

167B. Charge of tax where shares of members in association of persons or inatiljichfals
unknown etc.

167C. Liability of partners of limited liability partnership in liquidation.

E.0 Executors
168. Executors.
169.Right of executor to recover tax paid.

F.0 Succession to business or profession

170. Succession to business otherwise than on death.

G.0 Partition
171.Assessment after partition of a Hindu undivided family.

H.d Profits of nonresidents from occasional shipping business
172.Shipping business of nenesidents.

[.0 Recovery of tax in respect of noFsidents.
173.Recovery of tax in respect of noesident from his ssets.

J.0 Persons leaving India
174.Assessment of persons leaving India.

JAD Association of persons or body of individuals or artificial juridical person
formed for a particular event or purpose

174A. Assessment of association of persons or body of indigidwartificial juridicalperson formed
for a particular event or purpose.

K.d Persons trying to alienate their assets
175.Assessment of persons likely to transfer property to avoid tax.
L.d Discontinuance of business, or dissolution

176.Discontinued business.
177.Assocation dissolved or business discontinued.
178.Company in liquidation.

M.d Private companies
179. Liability of directors of private company in liquidation

N.0 Special provisions for certain kinds of income
180.Royalties or copyright fees for literary or artistic work.

180A. Consideration for knowow.
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0.0 [Omitted
SECTIONS
181.[Omitted].
CHAPTER XVI
SPECIAL PROVISIONS APPLICABLE TO FIRMS
A.9 Assessment of firms

182.[Omitted].

183.[Omitted)].

184.Assessment as a firm.

185. Assessment when section 184 not complied with.

C.0 Changes irtonstitution, succession and dissolution

187.Change in constitution of a firm.
188. Succession of one firm by another firm.

188A. Joint and several liability of partners for tax payable by firm.
189.Firm dissolved or business discontinued.
189A. Provisions applicabl® past assessments of firms.
CHAPTER XVII
COLLECTION AND RECOVERY OF TAX
A.0 General

190. Deduction at source and advance payment.
191.Direct payment.

B.0 Deduction asource
192. Salary.
192A. Payment of accumulated balance due to an employee.

193.Interest on securities.
194.Dividends.

194A. I nterest other than Alnterest on securit
194B. Winnings from lottery or crossword puzzle.

194BB.Winnings from horse race.

194C. Payments to contractors.

194D. Insurance commission.

194DA. Payment in respect of life insurance policy.

194E. Payments to naesident sportsmen or sports associations.

194EE. Payments in respect of deposits under National Savings Scheme, etc.

194F. Payments on account of repurchase of units by Mutual Fund or Unit Trust of India.
194G. Commission, etc., ohd sale of lottery tickets.

194H. Commission or brokerage.

1941. Rent.

1941A. Payment on transfer of certain immovable property other than agricultural land.
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SECTIONS
194IB. Paymenbf rent by certain individuals or Hindu undivided family.
194IC. Payment under specified agreement.
194]. Fees for professional or technical services.
194K. [Omitted)].
194L. [Omitted].
194LA. Payment of compensation on acquisition of certain immovable property.
194LB. Income by way of interest from infrastructure debd.
1941 BA. Certain income from units of a business trust.
194LBB. Income in respect of units of investment fund.
194LBC. Income in respect of investment in securitization trust.
194LC. Income by way of interest from Indian company.
194LD. Income by wawpf interest on certain bonds and Governnsaaurities.

195. Other sums.

195A. Income payable net of tax.

196. Interest or dividend or other sums payable to Government, Reserve Bank or@ernairations.
196A. Income in respect of units of nogsidents.

196B.Income from units.

196C. Income fromdreign currency bonds or shafdndian company.
196D. Income of Foreign Institutional Investors from securities.

197. Certificate for deduction at lower rate.

197A. No deduction to be made in certain cases.

198. Tax deducteds income received.

199. Credit for tax deducted.

200.Duty of person deducting tax.

200A. Processing of statements of tax deducted at source.
201.Consequences of failure to deduct or pay.
202.Deduction only one mode of recovery.

203. Certificate for tax deducted.

203A.Tax dedation and collection account number.
203AA. Furnishing of statement of tax deducted.

204.Meaning of fAperson responsible for payingo.

205.Bar against direct demand on assessee.

206.Persons deducting tax to furnish prescribed returns

206A. Furnishing of quarterly return in respect of payment of interest to residetmsut
deduction of tax.

206AA. Requirement to furnish Permanent Account Number.

206B. [Omitted].
BB & Collection at source
206C. Profits and gains from the businessaiding in alcoholic liquor, forest producrap, etc.

206CA. Tax collection account number.
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SECTIONS

206CB. Processingf statements of tax collected at source.
206CC. Requirement to furnish Permanent Account Number by collectee.

C.0 Advance payment tdix

207. Liability for payment of advance tax.

208. Conditions of liability to pay advance tax.

209. Computation of advance tax.

209A. [Omitted].

210. Payment of advance tax by the assessee of hisogord or in pursuance of ordd#rAssessing
Officer.

211.Instalments of advae tax and due dates.

212.[Omitted].

213.[Omitted].

214.Interest payable by Government.

215.Interest payable by assessee.

216.Interest payable by assessee in case of tegtanate, etc.

217.Interest payable by assessee when no estimate made.

218.When assessee deemed to be in diefau

219.Credit for advance tax.

D.0 Collection and recovery
220.When tax payable and when assessee deemed in default.
221.Penalty payable when tax in default.
222.Certificate to Tax Recovery Officer.
223.Tax Recovery Officer by whom recovery is to be effected.

224 Validity of certificate and cancellation or amendment thereof.
225.Stay of proceedings in pursuance of certificate and amendment or cancehatieof.
226.0ther modes of recovery.
227.Recovery through State Government.
228.[Omitted].
228A. Recovery of tax in pursuance of agreetsvith foreign countries.
229.Recovery of penalties, fine, interest and other sums.
230.Tax clearance certificate.
230A. [Omitted].
231.[Omitted)].
232.Recovery by suit or under other law not affected.
E.0 Tax payable under provisional assessment

233.[Omitted].
234.[Omitted].

F.0 Interest chargeable in certain cases
234A. Interest for defaults in furnishing return of income.
234B. Interest for defaults in payment of advance tax.
234C. Interest for deferment of advance tax.

234D. Interest on excess refund.
G.0 Levy of fee irtertain cases
234E. Fee for default in furnishing statements.

234F. Fee for default in furnishing return of income.
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CHAPTER XVIII
RELIEF RESPECTNG TAX ON DIVIDENDS IN CERTAIN CASES
SECTIONS

235. [Omitted].
236.Relief to company in respect of dividend paid oupast taxed profits.
236A. Relief to certain charitable institutions or funds in respect of certain dividends.
CHAPTER XIX
REFUNDS
237.Refunds.
238.Person entitled to claim refund in certain special cases.
239.Form of claim for refund and limitation.
240.Refund on appeaétc.
241.[Omitted].
241A. Withholding of refund in certain cases.
242.Correctness of assessment not to be questioned.
243.Interest on delayed refunds.
244.Interest on refund where no claim is needed.

244A. Interest on refunds.
245, Set off of refunds against tax remainipayable.
CHAPTER XIXA

SETTLEMENT OF CASES
245A. Definitions.
245B. Incometax Settlement Commission.
245BA. Jurisdiction and powers of Settlement Commission.
245BB. ViceChairman to act as Chairman or to discharge his functions in ceitaimrmstances.
245BC. Power of Chairman to transfer cases from one Bench to another.
245BD. Decision to be by majority.
245C. Application for settlement of cases.
245D. Procedure on receipt of an application under section 245C.
245DD. Power of Settlement Commission tdan provisional attachment to proteevenue.
245E. Power of Settlement Commission to reopen completed proceedings.
245F. Powers and procedure of Settlement Commission.
245G. Inspection, etc., of reports.
245H. Power of Settlement Commission to grant imitgufrom prosecution and penalty.
245HA. Abatement of proceeding before Settlement Commission.
245HAA. Credit for tax paid in case of abatement of proceedings.
245. Order of settlement to be conclusive.
245J. Recovery of sums due under order of settieme
245K. Bar on subsequent application for settlement.

245L. Proceedings before Settlement Commission to be judicial proceedings.
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SECTIONS
245M. [Omitted].
CHAPTER XIX-B
ADVANCE RULINGS
245N. Definitions.
245-0. Authority for Advance Rulings.
245P Vacancies, etc., not to invalidate proceedings.
245Q. Application for advance ruling.
245R. Procedure on receipt of application.
245RR. Appellate authority not to proceed in certain cases.
245S. Applicability of advance ruling.
245T. Advance ruling to beoid in certain circumstances.
245U. Powers of the Authority.
245V. Procedure of Authority.
CHAPTER XX
APPEALS AND REVISION
A.0 Appleas to the Deputy Commissiof@ppeald and commissiongAppeal3
246.Appealable orders.
246A. Appealable orders befoBmmmissioner (Appeals).

247.[Omitted].
248. Appeal by a person denying liability to deduct tax in certain cases.
249.Form of appeal and limitation.
250.Procedure in appeal.
251.Powers of the Commissioner (Appeals).
B. Appeals to the Appellate Tribunal
252. Appellate Tribunal.

252A Qualifications, terms and conditions of servi¢€cesident, VicePresident antMember.

253. Appeals to the Appellate Tribunal.
254.0rders of Appellate Tribunal.
255.Procedure of Appellate Tribunal.
C.0 Reference to High Court
256. Statement of case to the High Court.
257. Statement of case to Supreme Court in certain cases.
258.Power of High Court or Supreme Court to require statement to be amended.
259. Case before High Court to be heard by not less than two judges.
260. Decision of High Court or Supreme Court on the case stated.

CC.9 Appeals to High Court
260A. Appeal to High Court.
260B. Case before High Court to be heard by not less than two Judges.
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D.d Appeals to the Supren@ourt
SECTIONS

261.Appeal to Supreme Court.
262.Hearing before Supreme Court.

E.d Revision by the Principal Commissior@rCommissioner

263.Revision of orders prejudicial to revenue.
264.Revision of other orders.

F.0 General

265.Tax to be paid notwithstanding reference, etc.

266.Execution for costs awarded by Supreme Court.
267.Amendment of assessment on appeal.

268. Exclusion of time taken faropy.

268A.Filing of appeal or application for reference by incetiave authority.
269.Definition of AHIigh Courto.

CHAPTER XXA

ACQUISITION OF IMMOVABLE PROPERTIES IN
CERTAIN CASES OFRANSFER TO COUNTERACT EVASION OF TAX

269A. Definitions.

269AB. Registratiorof certain transactions.

269B.Competent authority.

269C.Immovable property in respect of which proceedings for acquisition may be taken.
269D.Preliminary notice.

269E.Objedbns.

269F. Hearing of objections.

269G.Appeal against order for acquisition.

269H. Appeal to High Court.

269I. Vesting of property in Central Government.

269J.Compensation.

269K. Payment odeposit of compensation.

269L. Assistance by Valuation Officers

269M. Powers of competent authority.

269N. Rectification of mistakes.

269-0. Appearance by authorised representative or registered valuer.

269P. Statement to be furnished in respect of transfers of immovable property.

269Q. Chapter not to apply to transfers to relatives.

269R. Properties liable for acquisition under this Chaptetonioe acquired under other laws.
269RR.Chapter not to apply where transfer of immovable property made after a certain date.

269S. Chapter not to extend to State of Jammu and Kashmir.
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CHAPTER XXB

REQUIREMENT AS TO MODE OF ACCEPTANCEPAYMENT
ORREPAYMENT IN CERTAIN CASES TO COUNTERACT EVASION OF TAX

SECTIONS
269SS. Mode of taking or accepting certain loans, deposits and specified sum.
269ST. Mode of undertaking transactions.
269T. Mode of repayment of certain loans or deposits.
269TT. Mode of reayment of Special Bearer Bonds, 1991.

CHAPTER XXC

PURCHASE BY CENTRAL GOVERNMENT OF IMMOVABLE
PROPERTIES IN CERTAIN CASES OF TRANSFER

269U. Commencement of Chapter.

269UA. Definitions.

269UB. Appropriate authority.

269UC. Restrictions on transferiaimovable property.

269UD. Order by appropriate authority for purchase by Central Governmemtmbvable
property.

269UE. Vesting of property in Central Government.

269UF. Consideration for purchase of immovable property by Central Government.

269UG.Payment or deposit of consideration.

269UH. Revesting of property in the transferor on failure of payment or depositrefideration.

269UI. Powers of the appropriate authority.

269UJ. Rectification of mistakes.

269UK. Restrictions on revocation or alteration of certain agreements for the transfenafable
property or on transfer of certain immovable property.

269UL. Restrictions on registration, etc., of documents in respect of transfiemnuivable
property.

269UM. Immunity to transferor against claims of transferee for transfer.

269UN. Order of appropriate authority to be final and conclusive.

269U0. Chapter not to apply to certain transfers.

269UP. Chapter not to apply where transfer of immovable prodéstied after certain date.

CHAPTER XXI
PENALTIES IMPOSABLE

270. [Omitted].

270A. Penalty for under reporting and misreporting of income.

270AA. Immunity from imposition of penalty, etc.

271. Failure to furnish returns, comply with notices, concealment of incetoe,

271A. Failure to keep, maintain or retain books of account, documents, etc.

271AA. Penalty for failure to keep and maintain information and document, etespect of
certain transactions.
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SECTIONS

271AAA. Penaltywhere searchas been initiated.
271AAB. Penalty where search has been initiated.
271AAC. Penalty in respect of certain income.
271B. Failure to get accounts audited.
271BA. Penalty for failure to furnish report under section 92E.
271BB. Failure to subscribe to the eligible issue of ehpit
271C. Penalty for failure to deduct tax at source.
271CA. Penalty for failure to collect tax at source.
271D. Penalty for failure to comply with the provisions of section 269SS.
271DA. Penalty for failiure to comply with provisions of section 269ST.
271E. Penalty for failure to comply with the provisions of section 269T.
271F. Penalty for failure to furnish return of income.
271FA.Penalty for failure to furnish statement of financial transaction or reportable income.
271FAA. Penalty for furnishing inaccurate statement of financial transactiomeportable
account.
271FAB. Penalty for failure to furnishing statement or information or document by an eligible
investment fund.
271FB. Penalty for failure to furnish return of frengenefits.
271G. Penalty for failure to furnish information or document under section 92D.
271GA. Penalty for failure to furnish information or document under section 285A.
271GB. Penalty for failure to furnish report or for furnishing inaccurate repaer section 286.
271H. Penalty for failure to furnish statements, etc.
271-l. Penalty for failure to furnish information or furnishing inaccurate informatimaer
section 195.
271J. Penalty for furnishing incorrect information in reportsestificates.
272.[Omitted].
272A. Penalty for failure to answer questions, sign statements, furnish informagiomns or
statements, allow inspections, etc.
272AA. Penalty for failure to comply with the provisions of section 133B.
272B. Penalty for failre to comply with the provisions of section 139A.
272BB. Penalty for failure to comply with the provisions of section 203A.
272BBB. Penalty for failure to comply with the provisions of section 206CA.
273.False estimate of, or failure to pay, advance tax.

273A. Power to reduce or waive penalty, etc., in certain cases.
273AA. Power of Principal Commissioner or Commissioner to grant immunity fearalty.
273B. Penalty not to be imposed in certain cases.

274.Procedure.
275.Bar of limitation for imposing penalties.

CHAPTER XXII
OFFENCES AND PROSECUTIONS

275A. Contravention of order made under-sabtion 8) of section 132.
275B.Failure to comply with the provisions of claugb) of subsection L) of section 132.

276.Removal, concealment, transfer or delivery of propter thwart tax recovery.
276A. Failure to comply with the provisions of ssictions 1) and @) of section 178.
276AA. [Omitted].
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SECTIONS
276AB. Failure tacomply with the provisions of sections 269UC, 269UE and 269UL.
276B. Failure to pay tax to the credit of Central Government under ChaptBrofIXVII -B.
276BB.Failure to pay the tax collected at source.
276C. Wilful attempt to evade tax, etc.
276CC. Failure to furnish returns of income.
276CCC. Failure to furnisteturn of income in search cases.
276D. Failure to produce accounts and documents.
276DD. Omitted].
276E. Dmitted].
277.False statement in verification, etc.

277A. Falsification of books of account or document, etc.

278. Abetment of false return, etc.

278A.Punishment for second and subsequent offences.

278AA. Punishment not to be imposed in certain cases.

278AB. Power of Principal Commissioner or Commissioner to grant immunitygrosecution.

278B. Offences by companies.

278C. Offences by Hindu undividedrhilies.

278D. Presumption as to assets, books of account, etc., in certain cases.

278E. Presumption as to culpable mental state.

279.Prosecution to be at instance of Principal Chief Commissioner or @udefmissioner
or Principal Commissioner or Commissioner.

279A. Certain offences to be noognizable.

279B. Proof of entries in records or documents.

280. Disclosure of particulars by public servants.

280A. Special Courts.

280B. Offences triable by Special Court.

280C.Trial of offences as summons case.

280D. Aplication of Code of Criminal Procedure, 1973 to proceedings before Special Court.

CHAPTER XXII-A

ANNUITY DEPOSITS
280E. Pmitted].
280F. Pmitted].
280G. Pmitted].
280H. [Omitted].
280-. [Omitted].
280J. Pmitted].
280K. [Omitted)].

280L. [Omitted].
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SECTIONS
280M. [Omitted].
280N. [Omitted].
280-0. [Omitted].
280P. Pmitted].
280Q. Pmitted].
280R. Pmitted].
280S. Pmitted].
280T. [Omitted].
280U. Omitted].
280V. [Omitted].
280W. Omitted].
280X. [Omitted)].
CHAPTER XXII-B
TAX CREDIT CERTIFICATES

280Y. [Omitted].
280Z. Omitted].
280ZA. [Omitted].
280ZB. [Omitted].
280ZC. Pmitted].
280ZD. [Omitted].
280ZE. Pmitted)].

CHAPTER XXIII

MISCELLANEOUS
281. Certain transfers to be void.
281A. [Repealed.
281B. Provisionahttachment to protect revenue in certain cases.
282. Service of notice generally.
282A. Authentication of notices and other documents.
282B. [Omitted].
283. Service of notice when family is disrupted or firm, etc., is dissolved.
284. Service of notice itihe case of discontinued business.
285. Submission of statement by a iesident having liaison office.
285A. Furnishing of information or documents by an Indian concern in certain cases.
285B. Submission of statements by producers of cinematograph films.
285BA. Obligation to furnish statement of financial transaction or reportable account.

286. Furnishing of report in respect of international group.
287.Publication of information respecting assessees in certain cases.

287A. Appearance by registered valuer in ¢entaatters.
288. Appearance by authorised representative.

288A. Rounding off of income.

288B. Rounding off amount payable and refund due.

289.Receipt to be given.
290.Indemnity.
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SECTIONS
291.Power totender immunity from prosecution.

292. Cognizance of offences.

292A. Section 360 of the Code of Criminal Procedure, 1973, and the Probati®ffesfders
Act, 1958, not to apply.

292B. Return of income, etc., not to be invalid on certain grounds.
292BB. Notice deemed to be valid in certain circumstances.

292C. Presumptioas to assets, books of account, etc.

292CC. Authorisation and assessment in case of search or requisition.
293.Bar of suits in civil courts.

293A. Power to make exemption, etc., in relation to participation in the businpsesspécting for,
extraction etc., of mineral oils.

293B. Power of Central Government or Board to condone delays in obtaining approval.
293C. Power to withdraw approval.

294. Act to have effect pending legislative provision for charge of tax.

294A. Power to make exemption, etc.rétation to certain Union territories.

295.Power to make rules.

296.Rules and certain notifications to be placed before Parliament.
297.Repeals and savings.

298.Power to remove difficulties.

THE FIRST SCHEDULE.

THE SECOND SCHEDULE.
THE THIRD SCHEDULE.
THE FOURTH SCHEDULE.
THE FIFTH SCHEDULE.

THE SIXTH SCHEDULE [Omitted].
THE SEVENTH SCHEDUE.
THE EIGHTH SCHEDULE.
THE NINTH SCHEDULE.
THE TENTH SCHEDULE.
THE ELEVENTH SCHUDULE.
THE TWELFTH SCHUDELE.

THE THIRTEENTH SCHEDULE.
THE FOURTEEN'H SCHEDULE.
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THE INCOME-TAX ACT, 1961
ACT NO. 430F 1961
[13th Septemberl961]
An Act to consolidate and amend the law relating to inctameand supetax.

BE it enacted by Parliament in the Twelfth Year of the Republic of India as fobows:

CHAPTER |

PRELIMINARY
1. Short title, extent and commencemend. (1) This Act may be called the Inconaex Act, 1961.
(2) It extends to the whole of India.
(3) Save astherwise provided in this Act, it shall come into force on the 1st day of April, 1962.
2. Definitions.d In this Act, unless the context otherwise requées,

(1) fadvance tax means the advance tax payable in accordance with the provisions of
Chapter XVIIC;]

’[(1A)] fiagricultural incomé mean$

3(a) any rent or revenue derived from land which is situated in India and is used for
agricultural purposes;]

(b) any income derived from such landdy
(i) agriculture; or

(ii) the performance by eultivator or receiver of rerih-kind of any process ordinarily
employed by a cultivator or receiver of rentkind to render the produce raised or received
by him fit to be taken to market; or

(i) the sale by a cultivator or receiver of rémkind of the produce raised or received
by him, in respect of which no process has been performed other than a process of the nature
described in paragraph)(of this subclause ;

(c) any income derived from any building owned and occupied by the receitres oént or
revenue of any such land, or occupied by the cultivator or the receiver -orfi#ent, of any land
with respect to which, or the produce of which, any process mentioned in paragaahg {ii)
of subclause If) is carried on:

“[Providedtha®

(i) the building is on or in the immediate vicinity of the land, and is a building which the
receiver of the rent or revenue or the cultivator, or the receiver ofrréamd, by reason of
his connection with the land, requires as a dwelling howsas a storbouse, or other out
building, and

(ii) the land is either assessed to land revenue in India or is subject to a local rate assessed
and collected by officers of the Government as such or where the land is not so assessed to
land revenue or sjgxt to a local rate, it is not situatied

" Subject to verification and confirmation by the Department.

1. Ins. by Act 4 of 1988, s. 3 (w.e.£411989).

2. Clause 1) renumbered as clauskd), ibid., s. 3 (w.e.f. 14-1989).
3. Subs. by Act 42 of 1970, s. 2, fmubclause §) (w.e.f. +4-1962).
4. Subs. by s. 2bid., for the proviso (w.e.f.-#-1962).
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(A) in any areawhich is comprised within the jurisdiction of a municipality
(whether known as a municipality, municipal corporation, notified area committee,
town area committee, town committee or by any other name) or a cantonment board
and which has a population oftess than ten thousartd*; or

’[(B) in any area within the distance, measured aewally,

(1) not being more than two kilometres, from the local limits of any
municipality or cantonment board referred to in iteA) @nd which has a
population of morettan ten thousand but not exceeding one lakh; or

(I not being more than six kilometres, from the local limits of any
municipality or cantonment board referred to in iteA) @nd which has a
population of more than one lakh but not exceeding ten lakh; or

(N not being more than eight kilometres, from the local limits of any
municipality or cantonment board referred to in iteA) @nd which has a
population of more than ten lakh.]

3 Explanation[1.]6 For the removal of doubts, it is hereby declared thaenue derived
from land shall not include and shall be deemed never to have included any income arising from
the transfer of any land referred to in iteah ¢r item Q) of subclause iji) of clause 14) of this
section.]

’[Explanation2.d For the remoMaof doubts, it is hereby declared that income derived from
any building or land referred to in selause €) arising from the use of such building or land for
any purpose (including letting for residential purpose or for the purpose of any business or
profession) other than agriculture falling under slduse &) or subclause K) shall not be
agricultural income.]

®[Explanation3.8 For the purposes of this clause, any income derived from saplings or
seedlings grown in a nursery shall be deemed to beudtgiial income.]

[Explanation 4.8 For the purposes of clausei)(of the proviso to sublause ¢),
fipopulatio means the population according to the last preceding census of which the relevant
figures have been published before the first day of théqureyear;]

¥°[(1B)] flamalgamatio, in relation to companies, means the merger of one or more companies
with another company or the merger of two or more companies to form one company (the company
or companies which so merge being referred to aarntgamating company or companies and the
company with which they merge or which is formed as a result of the merger, as the amalgamated
company) in such a manner that

(i) all the property of the amalgamating company or companies immediately before the
amalgamation becomes the property of the amalgamated company by virtue of the amalgamation;

(i) all the liabilities of the amalgamating company or companies immediately before the
amalgamation become the liabilities of the amalgamated company by vitheearhalgamation;

. Certain words omitted by Act 17 of 2013, s. 3 (w.e-#-2014).

. Subs. by s. 3bid., for item B) (w.e.f. £4-2014).

. Ins. by Act 13 of 1989, s.@v.e.f. 1:4-1970).

. Explanationrenumbered aBxplanationl thereof by Act 10 of 2000, s. 3 (w.e.f412001).
. Ins. by s. 3ipid. (w.e.f. £4-2001).

. Ins. by Act 18 of 2008, s. 3 (w.e.£4t2009).

. Ins. by Act 17 of 2013, s. 3 (w.e.f412014).

. Ins. by Act 20 of 1967, s. 4 (w.e.£E4t1967).

. Clause 1A) renumbered as clausEB) thereof by Act 4 of 1988, s. 3 (w.e.£411989).
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(i) shareholdes holding not less thard[threefourths] in value of the shares in the
amalgamating company or companies (other than shares already held therein immediately before
the amalgamation by, or by a nominee for, the amalgantat@gany or its subsidiary) become
shareholders of the amalgamated company by virtue of the amalgamation,

otherwise than as a result of the acquisition of the property of one company by another company
pursuant to the purchase of such property by the attrapany or as a result of the distribution of
such property to the other company after the winding up of thenfgstioned company;]

’[(1C) fAdditional Commissionérmeans a person appointed to be an Additional Commissioner
of Incometax under suisection () of section 117;

(1D) nAdditional Directob means a person appointed to be an Additional Director of In¢ame
under suksection {) of section 117;]

(2) fannual valued, in relation to any property, means its annual value as determined
undersection 23

3% * * * *

(4) AAppellate Tribunad means the Appellate Tribunal constituted ursimtion 252;

(5) Aapproved gratuity furimeans a gratuity fund which has been and continues to be approved
by the*[’[Principal Chief Commissioner or Chief Commissioner]’[Brincipal Commissioner or
Commissioner]] in accordance with the rules contained in Part C of the Fourth Schedule ;

(6) fapproved superannuation funtheans a superannuation fund or any part of a superannuation
fund which has been and continues to be approved BY’[Rencipal Chief Conmissioner or Chief
Commissioner] of[Principal Commissioner or Commissioner]] in accordance with the rules
contained in Part B of the Fourth Schedule;

(7) i a s s ensasseadperson by whoffany tax] or any other sum of money is payable under
this Act, am include$®

(a) every person in respect of whom any proceeding under this Act has been taken for the
[assessment of his income or assessment of fringe benefits] or of the income of any other person
in respect of which he is assessable, or of the losaisedtby him or by such other person, or of
the amount of refund due to him or to such offexson

(b) every person who is deemed to be an assesse any provision of this Act

(c) every person who is deemed to be an assessee in default undewnsigrpad this Act;

(7 fAssessing OFfAssistant Gommissianar©r Degutg Commissioner] or
Y Assistant Director or Deputy Director]] or the Incosax Officer who is vested with the relevant
jurisdiction by virtue of directions oprders issued under sskction () orsubsection ) of
section 12@r any other provision of this Act, and th#§Additional Commissioner or]

1. Subs. by Act 27t eonft h109-8@Q0).es..f .3,1 f or fAni ne

2. Ins. by Act 22 of 2007, s. 3 (w.e1£:6-1994).

3. Subsection 8) omitted by Act 4 of 1988, s. 126 (w.e.f411988).

4.Subs.bys.dbid. , for fACommi-41988p ner 0o (w. e. f. 1

5 Subs. by Act 25 of 2014, $2013., for AChief Commissioner
6. Subs. by s. 4bid. , foanmi G i o n e6r2013)( w. e . f . 1

7 Subs. by Act 10-tafx D96 5,upedld8b)la xfoo r( wi ien d o med

8. Subs. by Act 18 of 2005, s -42306). for fAassessment of his
9. Ins. by Act 4 of 1988, s. 3 (w.e.f411988).

10.Sus. by Act 33 of 1996, s. 3,101986). AAssistant Commi ssi on

11 . Subs. by Act 21 of 1998, s-10-1998). f or fAssi stant Commi s s
12. Subs.bys. 3pid. , for HAAssi st d®OBDi rectoro (w.e.f. 1
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[Additional Directoror] 4Joint Commissioner or Joint Director] who is directed undenseab) of
subsection §) of that section to exercise or perform all or any of the powers and functions conferred
on, or assigned to, an Assessing Officer under this Act;]

(8) flassessmeaincludes reassessment;

(9) Aassessment ygameans the period of twelve months commencing on the 1st day of April
every year;

3(9A) fiAssistant Commission@means a person appointed to be an Assistant Commissioner of
Incometax “[or a Deputy Commissioner of Incort@x] under suksection () of section 117

°[(9B) fAssistant Directdy means a person appointed to be an Assistant Director of laEome
under subksection {) of section 117

(10) faverage rate of incorrtaxd means the rate arrived at by dividing the amount of inetaxe
calculated on the total income, by such total income;

°[(11) fblock of assefsmeans ayroup of assets falling within a class of assets comp#sing
(a) tangible assets, being buildings, machinery, plant or furniture;

(b) intangible assets, being kndwew, patents, copyrights, tradearks, licences, franchises
or any other business commercial rights of similar nature,

in respect of which the same percentage of depreciation is prescribed;]

(12) fBoarc means thé[Central Board of Direct Taxes constituted under the Central Boards of
Revenue Act, 1963 (54 of 1963)];

#(12A) fbooks omooks of accoustincludes ledgers, dayooks, cash books, accotbioks and
other books, whether kept in the written form or as guts of data stored in a floppy, disc, tape or
any other form of electrmagnetic data storage device;]

(13) Abusiness includes any trade, commerce or manufacture or any adventure or concern in the
nature of trade, commerce or manufacture;

°[(13A) fbusiness trustmeans a trust registeredas,

(i) an Infrastructure Investment Trust under the Securities and Exchange @dadia
(Infrastructure Investment Trusts) Regulations, 2014 made under the Securities and Exchange
Board of India Act, 1992 (15 of 1992); or

(i) a Real Estate Investment Trust under the Securities and Exchange Board of India (Real
Estate Investment Tsts) Regulations, 2014 made under the Securities and Exchange Board of
India Act, 1992 (15 of 1992), and

the units of which are required to be listed on recognised stock exchange in accordance with the
aforesaid regulations;

. Ins. by Act 22 of 20D, s. 3 (w.e.f. 110-1996).

. Ins. by Act 4 of 1988, s. 3 (w.e.:4£1988).
. Ins. by Act 21 of 1998, s. 4 (w.e.£1D-1998).
. Ins. by Act 22 02007, s. 3 (w.e.f.-4-1988).
. Subs. by Act 21 of 1998, s. 4, for claugé)((w.e.f. £4-1999).
Subs. by Act 54 of 1963, S . 5, for ACentr al Boar d
Act, 1924 wel 16-1964).924) o (
8. Ins. by Act 14 of 2001, s. 3 (w.e.£6:2001).
9. Subs. by Act 20 of 2015, s. 3, for clau$8A) (w.e.f. £4-2016).
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(14) '[ficapital assétmean$

(a) property of any kind held by an assessee, whether or not connected with his business or
profession;

(b) any securities held by a Foreign Institutional Investor which has invested in such
securities in accordance with the regulations made under theitiescand Exchange Board of
India Act, 1992 (15 of 1992),

but does not include

(i) any stockin-trade [other than the securities referred to in-dahse 0)]], consumable
stores or raw materials held for the purposes of his business or profession;

’[(ii) personal effects, that is to say, movable property (including wearing apparel and
furniture) held for personal use by the assessee or any member of his familyadéependim,
but excluded

(@) jewellery;

(b) archaeological collections;

(c) drawings;

(d) paintings;

(e) sculptures; or

() any work of art.

Explanation’[1].8 For the purposes of this salause fiewelleryd include$)

(a) ornaments made of gold, silver, platinum or any other precious metal or any alloy
containing one or more of sughecious metals, whether or not containing any precious
or semiprecious stone, and whether or not worked or sewn into any wearing apparel;

(b) precious or semrecious stones, whether or not set in any furniture, utensil or
other article or worked or sewinto any wearing apparel.]

“[Explanation2.d For the purposes of this cladse

(a) the expressiofForeign Institutional Investorshall have the meaning assigned to
it in clause &) of theExplanationto section 115AD

(b) the expressioiisecuritie® shall have the meaning assigned to it in clab$ef
section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956);]

*[(iii ) agricultural land in India, ot being land situafe

(a) in any area which is comprised within the jurisdiction of a municipality (whether
known as a municipality, municipal corporation, notified area committee, town area
committee, town committee, or by any other name) or a cantortmand and which has a
population of not less than ten thous&md ; or

1. Subs. by Act 25 of 2014, s. 3, for certain words (w.e4:2D15).

2.Subs. by Act 22 of 2007, s. 3, for ctau(i) (w.e.f. 24-2008).

3. Explanationrenumbered aBxplanatior thereof by Act 25 of 2014, s. 3 (w.e.f412015).

4. Ins. by s. 3ibid. (w.e.f. 24-2015).

5. Subs. by Act 19 of 1970, s. 3, for stiause ii) (w.e.f. £4-1970).

6. The walingdesthefiast preceding census of which the relevant figures have been published before the first day
of the previous year o omi-#%20@4. by Act 17 of 2013, s. 3

34


javascript:ShowMainContent('Act',%20'CMSID',%20'102120000000058262',%20'');

[(b) in anyarea within the distance, measured aerilly,

() not being more than two kilometres, from the local limits of any municipality or
cantonment board referred to in itda) and which has a population of more than ten
thousand but not exceeding one lakh; or

(11 not being more than six kilometres, from the local limits of any municipality or
cantonment board referred to in itea) &nd which has a population of more thare o
lakh but not exceeding ten lakh; or

(1) not being more than eight kilometres, from the local limits of any municipality
or cantonment board referred to in itea) énd which has a population of more than ten
lakh.

Explanationd For the purposes of thisubclause, fipopulatiod means the population
according to the last preceding census of which the relevant figures have been published before
the first day of the previous year;]]

’[(iv) 6%2per cent.Gold Bonds, 1977[or 7 per cent. Gold Bonds, 1980f[or National Defence
Gold Bonds, 1980], issued by the Central Government;]

°[(v) Special Bearer Bonds, 1991, issued by the Central Government;]

®[(vi) Gold Deposit Bonds issued under the Gold Deposit Scheme,’[99%eposit certificates
issued undethe Gold Monetisation Scheme, 2QItified by the Central Government.]

¥ Explanationd For the removal of doubts, it is hereby clarified tfaoperty includes and
shall be deemed to have always included any rights in or in relation to an Indian cpmpany
including rights of management or control or any other rights whatsoever;]

°[(15) fcharitable purposincludes relief of the poor, educatidffyoga] medical relief,
Hpreservation of environment (including watersheds, forests and wildlife) and pteseroé
monuments or places or objects of artistic or historic interest,] and the advancement of any other
object of general public utility:

IProvidedthat the advancement of any other object of general public utility shall not be a
charitable purpose, if involves the carrying on of any activity in the nature of trade, commerce or
business, or any activity of rendering any service in relation to any trade, commerce or business, for a
cess or fee or any other consideration, irrespective of the natuse @ir application, or retention, of
the income from such activity, unléss

(i) such activity is undertaken in the course of actual carrying out of such advancement of
any other object of general public utility; and

(i) the aggregate receipts from suddtivaty or activities during the previous year, do not
exceed twentper centof the total receipts, of the trust or institution undertaking such activity or
activities, of that previous yedlr;

. Subs. by Act 17 of 2013, s. 3, for item (b) (w.e-#-2014).
Ins. byAct 54 of 1962, s. 2 (w.e.f.182-1962).

Ins. by Act 15 of 1965, s. 2 (w.e.f411965).

Ins. by Act 41 of 1965, s. 2 (w.e.F1£2-1965).

Ins. by Act 7 of 1981, s. 5 (w.e.f.-121981).

Ins. by Act 27 of 1999, s. 3 (w.e.£412000).

Ins. byAct 28 of 2016, s. 3 (w.e.f-4-2016)

Ins. by Act 23 of 2012, s. 3 (w.e.k411962).

. Subs. by Act 18 of 2008, s. 3, for clause (15) (w.e4£2D09).
10. Ins. by Act 20 of 2015, s. 3 (w.e.f412016).

11. Ins. by Act 33 of 2009, s. 3 (w.e.f412009).

12. Subs. by Act 20 of 2015, s. 3, for the proviso (w.e4:2016).
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[(15A) fichief Commissioned means a person appointed to be a Chief Commissioner of Income

tax or a Principal Chief Commissioner of Incotag under suisection () of section 117

’I*1(15B)] fichild, in relation to an individual, includes a stefpild and an adopted child of that

individual;]

“[(16) fiCommissioney means a person appointed to be a Commissioner of Intmer a

Director of Incometax or a Principal Commissioner of Inco#tex or a Principal Director of
Incometax under susection () of section 117

°[(16A) ACommissioner (Appeal@means a person appointed to be a Commissioner of Income

tax (Appeals) under sudection () of section 117

®[(17) ficompany mean$

(i) any Indian company, or

(ii) any body corporate incorporated by or under the laws of a country outside India, or

(iii) any institution, association or body which is or was assessable or was assessed as a
company for any assessment year under the Indian Intapméct, 1922 (11 01922), or which

is or was assessable or was assessed under this Act as a company for any assessment yeal
commencing on or before the 1st day of April, 1970, or

(iv) any institution, association or body, whether incorporated or not and whether Indian or
nortindian, which is declared by general or speciatouf the Board to be a company

Providedthat such institution, association or body shall be deemed to be a company only for such

assessment year or assessment years (whether commencing before theflapdia 1971, or on or
after that date) as may be specified in the declaration;]

(18) ficompany in which the public are substantially intereXieal company is said to be a

company in which the public are substantially interested

‘[(a) if it is a compay owned by the Government or the Reserve Bank of India or in which
not less than fortyer cent. of the shares are held (whether singly or taken together) by the
Government or the Reserve Bank of India or a corporation owned by that bank; or]

®(ad@)if it is a company which is registered under section 25 of the Companies
Act, 1956 (1 of 1956); or]

(ab) if it is a company having no share capital and if, having regard to its objects, the nature
and composition of its membership aoither relevant considerations, it is declared by order of
the Board to be a company in which the public are substantially interested:

Providedthat such company shall be deemed to be a company in which the public are
substantially interested only for suaksessment year or assessment years (whether commencing
before the 1st day of April, 1971, or on or after that date) asbhmapecified in the declaration
or]

O~NOO U WN P

. Subs. by Act 25 of 2014, s. 3, for clau$BA) (w.e.f. 16-2013).

. Ins. by Act 41 of 1975, s. 2 (w.e.£411976).

. Clause 15A) renumbered as clausEsB) thereof by Act 4 of 1988, s. 3 (w.e.f411988).
. Subs. by Act 25 of 2014, s. 3, for claué) (w.e.f. 16-2013).

. Ins. by the Act 29 of 1977, s. 39 and the Fifth Schedule (w.e#19Y8).

. Subs. by Act 32 of 1971, s. 3, for clau$@)((w.ef. 1-4-1971).

. Subs. by Act 5 of 1964, s. 4, for sclause &) (w.e.f. £4-1964).

. Ins. by Act 32 of 1971, s. 3 (w.e.f411971).
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Y[(ag) if it is a mutualbenefit finance company, that is to say, a company which carries on, a
its principal business, the business of acceptance of deposits from its members and which is
declared by the Central Government under section 620A of the Companies Act, 1956 (1 of 1956),
to be aNidhi or Mutual Benefit Society; or]

’[(ad) if it is a compny, wherein shares (not being shares entitled to a fixed rate of dividend
whether with or without a further right to participate in profits) carrying not less thanpéity
cent. of the voting power have been allotted unconditionally to, or acquirezhditionally by,
and were throughout the relevant previous year beneficially held by, one or moperative
societies;]

¥(b) if it is a company which is not a private company as defined in the Companies Act,
1956 (1 of 1956), and the conditions spiecifeither in item A) or in item @) are fulfilled,
namelyd

(A) shares in the company (not being shares entitled to a fixed rate of dividend whether
with or without a further right to participate in profits) were, as on the last day of the relevant
previous year, listed in a recognised stock exchange in India in accordance with the Securities
Contracts (Regulation) Act, 1956 (42 of 1956), and any rules made thereunder;

“[(B) shares in the company (not being shares entitled to a fixed rate of diwtetiter
with or without a further right to participate in profits) carrying not less thangdtycent. of
the voting power have been allotted unconditionally to, or acquired unconditionally by, and
were throughout the relevant previous year benelydiedld byd

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

(c) any company to which this clause applies or any subsidiary company of such
company’[if the whole of the share capital of such subsidiary compesybeen held by
the parent company or by its nominees throughout the previous year].

Explanationd In its application to an Indian company whose business consists mainly in the
construction of ships or in the manufacture or processing of goods or irgroimim the generation or
distribution of electricity or any other form of power, iteB) Ghall have effect as if for the words
finot less than fiftyper cend, the worddinot less than fortper cent had been substituted;]]

(19) fico-operative society means a coperative society registered under the-dperative
Societies Act, 1912 (2 of 1912), or under any other law for the time being in force in any State for the
registration of ceoperative societies;

°[(19A Ddputy Commissionérmeans a person appointed to be a Deputy Commissioner of
Incometax *** under subsection {) of section 117;

¥(19AA fdemerged, in relation to companies, means the transfer, pursuant to a scheme of
arrangement under sections 391 to 394 of the Comp&mwieslo56 (1 of 1956), by a demerged
company of its one or more undertakings to any resulting company in such a mariner that

(i) all the property of the undertaking, being transferred by the demerged company,
immediately before the demerger, becomes thpgrty of the resulting company by virtue of the
demerger;

1. Ins. by Act 32 of 1985, s. 3 (w.e.£411984).

2. Ins. by Act 18 of 1992, s. 3 (w.e.f411993).

3. Subs. by Act4 of 1969, s. 3, for subause k) (w.e.f. 24-1970).

4. Subs. by Act 11 of 1983, s. 3, for iteB) (w.e.f. 24-1983).

5. Subs. by Act 11 of 1987, S . 74, for fiwher e shafh subs
sect i omefl-0-188). (

6. Ins. by Act 4 of 1988, s. 3 (w.e.£4:1988).

7. The words fior an Addittaixenalmi €Cdredi yi Arcdld-1BE8). olf n A®MBB, s

8. Ins. by Act 27 of 1999, s. 3 (w.e.£412000).
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(i) all the liabilitiesrelatable to the undertaking, being transferred by the demerged company,
immediately before the demerger, become the liabilities of the resulting company by virtue of the
demerger;

(iii) the property and the liabilities of the undertaking or undertakings being transferred by the
demerged company are transferred at values appearing in its books of account immediately before
the demerger;

(iv) the resulting company issues, aonsideration of the demerger, its shares to the
shareholders of the demerged company dfpeoportionate basis except where the resulting
company itself is a shareholder of the demerged company];

(v) the shareholders holding not less than tfioeethsin value of the shares in the demerged
company (other than shares already held therein immediately before the demerger, or by a
nominee for, the resulting company or, its subsidiary) become -Bbltters of the resulting
company or companies by virtue bketdemerger,

otherwise than as a result of the acquisition of the property or assets of the demerged company or any
undertaking thereof by the resulting company;

(vi) the transfer of the undertaking is on a going concern basis;

(vii) the demerger is in acdance with the conditions, if any, notified under-saebtion b)
of section 72Aby the Central Government in this behalf.

Explanation1.0 For the purposes of this claus&ndertaking shall include any part of an
undertaking, or a unit or division of an undertaking or a business activity taken as a whole, but does
not include individual assets or liabilities or any combination thereof not constituting a business
activity.

Explanation2.d For the purposes of this clause, the liabilities referred to irckwse if), shall
included

(a) the liabilities which arise out of the activities or operations of the undertaking;

(b) the specific loans or borrowings (including debentures) raisedired and utilised solely
for the activities or operations of the undertaking; and

(c) in cases, other than those referred to in claaser(clauself), so much of the amounts of
general or multipurpose borrowings, if any, of the demerged compantarsd is the same
proportion which the value of the assets transferred in a demerger bears to the total value of the
assets of such demerged company immediately before the demerger.

Explanation3.0 For determining the value of the property referred to indabse iji), any
change in the value of assets consequent to their revaluation shall be ignored.

Explanation4.0 For the purposes of this clause, the splitting up or the reconstruction of any
authority or a body constituted or established under a CeBtiate or Provincial Act, or a local
authority or a public sector company, into separate authorities or bodies or local authorities or

1.Subs. by Act230f2012 s. 3, for ~Aprop@3).i onate basiso (w.e.f. 1
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companies, as thease may be, shall be deemed to be a demerger if such split up or reconstruction
fulfils “[such conditbons as may be notified in the Official Gazette, by the Central Goverfjment

’[Explanation5.8 For the purposes of this clause, the reconstruction or splitting up of a company,
which ceased to be a public sector company as a result of transfer of its Ighdhes Central
Government, into separate companies, shall be deemed to be a demerger, if such reconstruction or
splitting up has been made to give effect to any condition attached to the said transfer of shares and
also fulfils such other conditions as mhg notified by the Central Government in the Official
Gazettd.

(19AAA fidemerged compaymeans the company whose undertaking is transferred, pursuant to
a demerger, to a resulting compgny;

(19B) fDeputy Commissioner (Appeafs)means a person appointed to be a Deputy
Commissioner of Incomtax (Appeals)[or an Additional Commissioner of Incort@x (Appeals)
under subsection {) of secton 117]

3(190) fiDeputy Directod means a person appointed to be a Deputy Director of Incamfi*
under subksection ) of section 117;

(20) Adirecton, imanaged and fimanaging agent in relation to a company, have the meanings
respectivelyassigned to them in the Companies Act, 1956 (1 of 1956);

°[(21) fiDirector General or Directormeans a person appointed to be a Director General of
Incometax or a Principal Director General of Incoita or, as the case may be, a Director of
Incometax ora Principal Director of Incom&ax, under sulsection () of section 117, and includes a
person appointed under that ssdrtion to be an Additional Director of Incofax or a Joint
Director of Incomeétax or an Assistant Director or Deputy Director afdmetax;]

(22 Adividend include®

(a) any distribution by a company of accumulated profits, whether capitalised or not, if such
distribution entails the release by the company to its shareholders of all or any part of the assets
of the company;

(b) any distribution to its shareholders by a company of debentures, debstuake or
deposit certificates in any form, whether with or without interest, and any distribution to its
preference shareholders of shares by way of bonus, to the extent to whiomfgang possesses
accumulated profits, whether capitalised or not;

(c) any distribution made to the shareholders of a company on its liquidation, to the extent to
which the distribution is attributable to the accumulated profits of the company immediately
before its liquidation, whether capitalised or not;

(d) any distribution to its shareholders by a company on the reduction of its capital, to the
extent to which the company possesses accumulated profits which arose after the end of the
previous year endingext before the 1st day of April, 1933, whether such accumulated profits
have been capitalised or not;

1. Subs. by Act 10 of 2000, s-claus8s,ij tof (i) of thig diaase, toothre cextenti o n s
appl i cable@0)( w. e. f . 1

2. Ins. by Act 47 of 2016, s. 2 (w.e.f412017).

3. Ins. by Act 32 of 1994, s. 3 (w.e.f611994).

4. The words fAor an AtdalXx d i omiatlt é©d rlkeyx t Ag t101DI8) oifc oINE9 8, s . 4

5. Subs. by Act 25 of 2014, s. 3, for claug#) (w.e.f. :6-2013).
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(e) any payment by company, not being a company in which the public are substantially
interested, of any sum (whether as representing a part of the assets of the company or otherwise)
Imade after the 31st day of May, 1987, by way of advance or loan to a shareholdg’ bein
person who is the beneficial owner of shares (not being shares entitled to a fixed rate of dividend
whether with or without a right to participate in profits) holding not less thapeerentof the
voting power, or to any concern in which such shatder is a member or a partner and in which
he has a substantial interest (hereafter in this clause referred to as the said Jconcamg)
payment by any such company on behalf, or for the individual benefit, of any such shareholder, to
the extent to Wwich the company in either @possesses accumulated profits

but Adividend does not includ&

(i) a distribution made in accordance with salduse ¢) or subclause ¢) in respect of any
share issued for full cash consideration, where the holdeedhare is not entitled in the event
of liquidation to participate in the surplus assets;

’[(ia) a distribution made in accordance with silduse ¢) or subclause ¢) in so far as such
distribution is attributable to the capitalised profits of the company representing bonus shares
allotted to its equity shareholders after the 31st day of March, 864 before the 1st day of
April, 1965;]

(i) any advance or loanade to a sharehold&or the said conce}lrby a company in the
ordinary course of its business, where the lending of money is a substantiditharbusiness of
the company

(iii) any dividend paid by a company which is set off by the company agla@msthole or
any part of any sum previously paid by it and treated as a dividend within the meaning of sub
clause €), to the extent to which it is so set off;

*[(iv) any payment made by a company on purchase of its own shares from a shareholder in
accordane with the provisions of section 77A of the Companies Act, 1956 (1 of 1956);

(v) any distribution of shares pursuant to a demerger by the resulting company to the
shareholders of the demerged company (whether or not there is a reduction of capital in the
demerged company).

Explanation1.0 The expressiomiaccumulated profits wherever it occurs in this clause, shall
not include capital gains arising before the 1st day of April, 1946, or after the 31st day of March,
1948, and before the 1st day of April 589

Explanation2.0 The expressiofiaccumulated profitsin subclauses &), (b), (d) and €), shall
include all profits of the company up to the date of distribution or payment referred to in these sub
clauses, and in sutlause ¢) shall include all profs of the company up to the date of
liquidation[but shall not, where the liquidation is consequent on the compulsory acquisition of its
undertaking by the Government or a corporation owned or controlled by the Government under any
law for the time beingn force, include any profits of the company prior to three successive previous
years immediately preceding the previous year in which such acquisition took place

[Explanation2A.i Tn the case of an amalgamated company, the accumulated profits, whether
capitalised or not, or loss, as the case may be, shall be increased by the accumulated profits, whether
capitalised or not, of the amalgamating company on the date of amalgamatio

1. Subs. by Act 11 of 1987, . 3, for Aby way of advance or |l oan to a s
interest in th-é41988pmpany, 0 (w.e.f. 1

Ins. by Act 10 of 1965, s. 4 (w.e.£411965).

Ins. by Act 13 of 1966, s. 4 (w.e.£411966).

Ins. by Act 1 of 1987, s. 3 (w.e.f.-4-1988).

Ins. by Act 27 of 1999, s. 3 (w.e.£412000).

Ins. by Act 31 of 1964, s. 2 (w.e.f411962).

Ins. by Act 13 of 2018, s. 3 (w.e.£412018).
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Explanation3.8 For the purposes of this clause,

(a) ficoncerm means a Hindu undivided family, or a firm or an association of persons or a
body of individuals or a company

(b) a person shall be deemed to have a substantial interest in a concern, other than a company,
if he is, at any time during the previous year, beneficially entitled to not less than peemcsnt.
of the income of such concefn

’[(22A) Aidomestic comparymeans an Indian company, or any other company which, in respect
of its income liable to tax under this Act, has made the prescribed arrangements for the declaration
and payment, within India, of the dividends (including dividends on preference sharaslepayt of
such incoméd;

3(22AA fidocumend includes an electronic record as defined in clatjsef (subsection 1) of
section 2 of the Information Technology Act, 2000 (21 of 2Q00);

“1(22AAA R e | e c t o meahs attrusti sotapproved by the Board in accordance with the
scheme made in this regard by the Central Government;

°[°[(22B)] fifair market valué, in relation to a capital asset, me@ns

(i) the price that the capital asset would ordinarily fetch on isatee open market on the
relevant date; and

(i) where the price referred to in salause i) is not ascertainable, such price as may be
determined in accordance with the rules made under this Act;

(23 (i) ffirmd shall have the meaning assigned to iit the Indian Partnership
Act, 1932 (9 of 1932), and shall include a limited liability partnership as defined in the Limited
Liability Partnership Act, 2008 (6 of 2009);

(i) fi p a rshalh ehavé the meaning assigned to it in thedidn Partnership
Act, 1932 (9 of 1932), and shall include,

(a) any person who, being a minor, has been admitted to the benefits of partnership; and

(b) a partner of a limited liability partnership as defined in thmitéd Liability Partnership
Act, 2008 (6 of 2009);

(i) pafitnership shall have the meaning assigned to it in the Indian Partnership
Act, 1932 (9 of 1932), and shall include a limited liability partnership as defined in the Limited
Liability Partnership Act, 2008 (6 of 2009);

’[(23A) fiforeign compang means a company which is not a domestic company;

®[(23B) fifringe benefitd means any fringe benefits referred teaction 115WH;

1. Ins. by Act 11 of 1987, s. 3 (w.e.f411988).

2. Ins. by Act 4of 1988, s. 3 (w.e.f.-4-1989.

3. Ins. by Act 14 of 2001, s. 3 (w.e.£612001).

4. Ins. by Act 33 of 2009, s. 3 (w.e.f412010).

5. Ins. by Act 5 of 1964, s. 4 (w.e.f:41964).

6. Clause 22A) renumbered as clausz2@) thereof by Act 4 of 1988, 8. (w.e.f. £4-1989).
7. Subs. by Act 33 of 2009, s. 3, for claug8)((w.e.f. :4-2010).

8. Ins. by Act 18 of 2005, s. 3 (w.e.£412006).
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(230 fhearing includes communication of data and documents through electronicjmode;
(24) fincomea include®

(i) profits and gains

(i) dividend

’[(iia) voluntary contributions received by a trust created wholly or partly for charitable or
religious purposes or bgn institution established wholly or partly for such purpdgasby an
association or institution referred to in claugd)(or clause 23), or by a fund or trust or
institution referred to in sublause i) or subclause Y) “or by any university orother
educational institution referred to in salause iiad) or subclause Vi) or by any hospital or
other institution referred to in swtdause ifiae) or subclause yia)] of clause 230C), of
section 1D°[or by an electoral truk}

Explanatbn.d For the purposes of this salausefirusincludes any other legal obligatidn;

(iii) the value of any perquisite or profit in lieu of salary taxable under clagsesq Q)
of section 17

®[(iiia) any special allowance or benefit, other than perquisite included undelasise ii ),
specifically granted to the assessee to meet expensdly wiecessarily and exclusively for the
performance of the duties of an office or employment of profit;

(iiib) any allowance granted to the assessee either to meet his personal expenses at the place
where the duties of his office or employment of prafie ordinarily performed by him or at a
place where he ordinarily resides or to compensatedriiting increased cost of liviflg

(iv) the value of any benefit or perquisite, whether convertible into money or not, obtained
from a company either bydirector or by a person who has a substantial interest in the company,
or by a relative of the director or such person, and any sum paid by any such company in respect
of any obligation which, but for such payment, would have been payable by the direatioero
person aforesaid,;

"[(iva) the value of any benefit or perquisite, whether convertible into money or not, obtained
by any representative assessee mentioned in cléiyse Clauseiy) of subsection {) of section
1600r by any person on whose behalf or for whose benefit any income is receivable by the
representative assessee (such person being hereafter in thitauseb referred to as the
fibeneficiary) and any sum paid by the representative assessee in respect of any obligation
which, but for such payment, would haween payable by the beneficigry

(v) any sum chargeable to inco#tax under clausesii and (i) of section 28r
section 4lor section 59

¥ (va) any sum chargeable to incost@x under clauseiia) of section 29

1. Ins. by Act 28 of 2016, s. 3 (w.e.£612016).

2. Ins. by Act 16 of 1972, s. 3 (w.e.f£411973).

3. Subs. byAc t 3 of 1989, s . 2, for i o
subsectionl) of secti oRIIWVOFO (w. e. f. 1

4. Subs. by Act 21 of 2006, s. 3, for certain words, brackets, figures a@i lev.e.f. 14-2007). Earlier certain words
inserted by s. 3bid. (w.e.f. £4-1999).

5. Ins. by Act 33 of 2009, s. 3 (w.e.f412010).

6. Ins. by Act 3 of 1989, s. 2 (w.e.f-4t1962).

7. Ins. by Act 44 of 1980, s. 3 (w.e.£411980).

8. Ins. by Actl12 of 1990, s. 3 (w.e.f.-4- 1962).

r by a trust dyrof i nst i
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[(vb) any sunthargeabléo incometax under claussiip) of section 28]

?[(vc) any sum chargeable to incofiax under clauseiic) of section 28]

¥[(vd)] the value of any benefit or perquisite taxable under claugef(section 28
“[(ve) any sum chargeable to incostax under clause/) of section 28;]

(vi) any capital gains chargeable undection 45;

(vii) the profits and gains of any business of insurance carried anrbytual insurance
company or by a coperative society, computed in accordance wadéttion 44or any surplus
taken to be such profits and gains by virtue of gions contained in the First Schedule;

*[(viia) the profits and gains of any business of banking (including providing credit facilities)
carried on by a coperative society with its members;]

6 * * * *

‘[(ix) any winnings from lotteries, crosswibpuzzles, races including horse races, card games
and other games of any sort or from gambling or betting of any form or nature whatsoever.]

¥ Explanationd For the purposes of this setaused

Al otteryo includes wi nnjpersgnsdy draw offotsprrby z e s
chance or in any other manner whatsoever, under any scheme or arrangement by whatever
name called;

(iyhcard game and other game of any sorto
programme on television or electronic moafewhich people compete to win prizes or any
other similar game;]

9[(x) any sum received by the assessee from his employees as contributions to any provident
fund or superannuation fund or any fund set
Insurance Act, 1948 (34 of 1948), or any other fund for the welfare of such employees;]

9(xi) any sum received under a Keyman insurance policy including the sum allocated by
way of bonus on such policy.

Explanationd For the purposes of this clause, the expressn A Key man i nsur a
shall have the meaning assigned to it inEkplanationto clause 10D) ofsection 1()
H(xii) any sum referred to if[clause {a) of section 29

Y (xiia) the fair market value of inventory referred to in clausa) (of section 28;]

Y[(xiii) any sum referred to in clausd 6f subsection ) of section 5¢

. Ins. by Act 12 of 1990, s. 3 (w.r.e.f411967).

. Ins. by s. 3ibid. (w.r.e.f. £4-1972).

. Clause\(a) renumbered as claus&d] by s. 3,ibid. (w.r.e.f. £4-1962).
. Ins. by Act 18 of 1992, s. 3 (w.e.f411993).

. Ins. by Act 21 of 2006, s. 3 (w.e.£412007).

. Clause\(ii) omitted by Act 26 of 1988, s. 54 (w.e.f411988).

. Ins. by Act 16 of 1972, s. 3 (w.e.£411972).

. Ins. by Act 14 of 2001, s. 3 (w.e.£412002).

. Ins. by Act 11 of 1984. 3 (w.e.f. 14-1988).

10. Ins. by Act 33 of 1996, s. 3 (w.e.f1D-1996).

11. Ins. by Act 20 of 2002, s. 3 (w.e.f412003).

12. Subs. by Act 32i)oof (2wiQeR3Xt .s.1 3, for dAcl ause (
13. Ins. by Act 13 of 2018, s. 3 (w.e.f412019).

14. Ins. by Act 23 of 2004, s. 3 (w.e.f412005).

©CoOo~NOOOhWNE
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(xiv) any sum referretb in clause\li) of subsection ) of section 56

’[(xv) any sum of money or value of property referred to in clause’[or clause Yiia)] of
subsection @) of section 5§

“[(xvi) any consideration received for issue of shares as exceeds the fair market value of the
shares referred to in clausailf) of subsection @) of section 5¢

°[(xvii) any sum of money referred to in claus@ 6f subsection ) of section 5§

®[(xviia) any sum of money or value ofgperty referred to in clause)(of subsection p)
section 56;]

"[(xviib) any compensation or other payment referred to in claisef(subsection ) of
section 56;]

8 (xviii) assistance in the form of a subsidy or grant or cash incentive or duty drawback or
waiver or concession or reimbursement (by whatever name called) by the Central Government or
a State Government or any authority or body or agency in cash or kind to ¢éisses§sther
thand

(a) the subsidy or grant or reimbursement which is taken into account for determination
of the actual cost of the asset in accordance with the provisioBgptenation 10to
clause {) of section 43or

(b) the subsidy or grant by the Central Government for the purpose of the corpus of a
trust or institution establisheby the Central Government or a State Government, as the
case may g

(25 Al AaaoxmeOf fi cer o me ans a per g$ap Officer pupderi nt e ¢
0% section 117

@5 Al ndi ado means the territory of India a:t
territorial waters, seabed and subsoil underlying such waters, continental shelf, exclusive economic
zone or any other maritime zone as reféi@in the Territorial Waters, Continental Shelf, Exclusive
Economic Zone and other Maritime Zones Act, 1976 (80 of 1976), and the air space above its
territory and territorial waters;]

260 Al ndi an companyO0 means a ¢ o@Gumpanigs Aft,d95ne d a
(1 of 1956), and includés

(i) a company formed and registered under any law relating to companies formerly in force
in any part of India*jother than the State of Jammu and Kashmir and the Union territories
specified in sufelause i) of this clauskg

¥ (ia) a corporation established by or under a Central, State or Provincial Act;

(ib) any institution, association or body which is declared by the Board to be a company
under clausel(?);]

. Ins. by Act 22 of 2007, s. 3 (w.e.£4t2007).

. Ins. by Act 33 of 2009, s. 3 (w.e.£1D-2009).
. Ins. by Act 14 of 2010, s. 3 (w.e.£6t2010).

. Ins. by Act 23 of 2012, s. 3 (w.e.£4t2013).

. Ins. by Act 25 of 2014, s. 3 (w.e.£4t2015).

. Ins. by Act 7 of 2017, s. 3 (w.e.f:4t2017).

. Ins. by Act 13 of 2018, s. 3 (w.e.f412019).
Ins. by Act 20 of 2015, s. 3 (w.e.f41-2016).

Subs. by Act 2 8 o fthe Quiesitly6or grast. or r8imbursement whiohtishtaken into laeaunt for
determination of the actual cost of the asset in accordance with the provisi@xplahation10 to clause X) of
section 430-4#017)s. 3 (w.e.f. 1
10. The words, bracketmiad f i g usectos {)fi sodl® omi tted by Ad419883 of 1989, s. 2
11. Subs. by Act 22 of 2007, s. 3, for claudgA) (w.e.f. 258-1976).

12. Subs. by the Taxation Laws (Extension to Union Territories) Regulation, 1963 (Reg. 3 of 1363),§ or fA( ot her

State of Jammu amd96®ashmir)o (w.e. f. 1
13. Ins. by Act 32 of 1971, s. 3 (w.e.f.-@41971).
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(i) in the caseof the State of Jammu and Kashmir, a company formed and registered under
any law for the tne being in force in that State

![(iii) in the case of any of the Union territories of Dadra and Nagar Haveli, Goa, Daman and
Diu, and Pondicherry, a company forsnend registered under any law for the time being in force
in that Union territory:]

Providedthat the?[registered or, as the case may be, principal office of the company,
corporation, institution, association or body] in all cases is in India;

(26Afii nfrastructure capital companyo means su
of acquiring shares or providing lotgrm finance to any enterprise or undertaking wholly engaged in
the business referred to in ssbction §) of section 8AlA or subsection () of section 88lAB or an
undertaking developing and building aousing project referred to in swdection (0) of
section 8B or a project for constructing a hotel of not less than thteecategory aslassified by
the Central Government or a project for constructing a hospital with at least one hundred beds for
patients;

26B fAinfrastructure capital fundd means such
the provisions of the Registratidgkct, 1908 (16 of 1908) established to raise monies by the trustees
for investment by way of acquiring shares or providing #ergn finance to any enterprise or
undertaking wholly engaged in the business referred to inrsection 4) of section 80IA or
subsection ) of section 8AlAB or an undertaking developing and building a housing project
referred to in sulsection {0) of section 80IB or a project for constructing a hotel of not less than
threestar category as classified by the Central Government or a project for constructing a hospital
with at least one humdd beds for patients;]

A% * * * *

289 Al nspecttoarx 60 fmelanncsonae per son appo Haxureler t o |
*[sub-section(1)] of sectbn 117

°[(28A Ainterestd means interest payabl e in an
debt incurred (including a deposit, claim or other similar right or obligation) and includes any service
fee or other charge in respect of the moneys bardoor debt incurred or in respect of any credit
facility which has not been utilised

(28B) fAinterest o&®@ securitiesd means,
(i) interest on any security of the Central Government or a State Government;

(i) interest on debentures or other securif@smoney issued by or on behalf of a local
authority or a company or a corporation established by a Central, State or Provincial Act;]

. Ins. by the Taxation Laws (Extension to Union Territories) Regulation, 1963 (Reg. 3 of 1963), s. 3-4x16863).

.Subs.p Act 32 of 1971, s. 3, for MMleYi stered office of t hi
. Ins. by Act 21 of 2006, s. 3 (w.e.f412006).

. ClauseZ7) omitted by Act 4 of 1988, s. 3 (w.e.£411988).

.Subs. bys. 3bid. , f erecftd wn 1-41988). (w. e. f .

. Ins. by Act 66 of 1976, s. 3 (w.e.f611976).

. Ins. by Act 26 of 1988, s. 3 (w.e.£411989).

N o o, WN B
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(28BB infured means an insurer, being an I ndian
clause TA) of section 2 oflte Insurance Act, 1938 (4 of 1938), which has been granted a certificate
of registration under section 3 of that Act;]

’[(280 AJoi nt Commi ssioner 0 means a person afrf
Incometax or an Additional Commissioner of Inoe-tax under sudsection L) of section 117;

(28D) AJoi nt Directord means a persoraxearmpoi nt
Additional Director of Incoméax under susection {) of section 117;]

29 Al egal repr es e ntignedtoitirclabseld of selation 2roktlrerCode g a s
of Civil Procedure, 1908 (5 of 1908);

(29 At emgn capital asset o0 mean gernacapita geset, a | ass

9B fAtemgn capit al gai no me a nassfecahplongeamicapgah i n  a
asset;]

(29BA A manufacturedo, with its gr amivimdphysieal var
object or article or thing,

(a) resulting in transformation of the object or article or thing into a new and distijeztt ob
or article or thing having a different name, character and use; or

(b) bringing into existence of a new and distinct object or article or thing with a different
chemical composition or integral structure;]

°[(290 fimaxi mum margi nal r at 4w (inchudiagnssrchdrge en r at
incometax, if any) applicable in relation to the highest slab of income in the case of an individual
®[, association of persons or, as the case may be, body of individuaisgcified in the Finance
Act of the relevant year;]

M29D) fANational Tax Tribunal o means the Natic
of the National Tax Tribunal Act, 2005;]

(30) ifmesni dent o means a per $oand forthe purpases ofo t a
sections 9293%** and168, includes a person who is not ordinarily resident within the meaning of
clause 6) of section 6;

B3) fApersomo includes
(i) an individual,

(i) a Hindu undivided family,

Ins. by Act 14 of 2001, s. 3 (w.e.£412002).

Ins. by Act 21 of 1998, s. 3 (w.e.£1D-1998).

Ins. by Act 11 of 1987, s. 3 (w.€1f4-1988).

Ins. by Act 33 of 2009, s. 3 (w.r.e.f412009).

Ins. by Act 4 of 1988, s. 3 (w.e.£4:1989).

. Ins. by Act 49 of 1991, s. 3 (w.e.f411991).

. Ins. by Act 49 of 2005, s. 30 and the Schedule (w.e-f1228005). This amendment h&gen struck down by the
Supreme Courtds order dated 25th September, 2014 in the
. Ins. by Act 27 of 1999, s. 3 (w.e.f411999).

The figures i, 1130 omi4tl968)d by Act 10 of 1965, s. 4 ()

NogoprwbdE
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(i) acompany
(iv) a firm,
(v) an association of persons or a body of individuals, whether incorporated or not,
(vi) a local authority, and
(vii) every artificial juridical person, not falling within any of the precedingdabses.
[Explanationd For the purposes of this clause, anoaigtion of persons or a body of
individuals or a local authority or an artificial juridical person shall be deemed to be a person,

whether or not such person or body or authority or juridical person was formed or established or
incorporated with the objeof deriving income, profits or gains;]

(32 Aperson who has a substanti al i nterest i
person who is the beneficial owner of shares, not being shares entitled to a fixed rate of dividend
whether with or witlbut a right to participate in profits, carrying not less than twpetycentof the
voting power ;

(33 fdprescri bed bdyrues madsungertssictr i b e d
(349 nAprevious year 0 meanssectoh® previous year a

1(34A APrincipal Chi ef -t@xonmaans a persom a&ppointedfto be rac o m
Principal Chief Commissioner of Incortax under sutsection () of section 117

(34B APrincipal Commasxadi mpans ofh beceme appoi
Commissioner of Incom&ax under sulsection {) of section 117

340 APrincipal -Daxecmeansfal peomen appointed
Incometax under suisection () of section 117

(34D) APrincipal Di r etca>0¢ mMearey ad pér damcomepoi
Director General of Incomtax under susection () of section 117

35 fAprincipal of ficero, used with reference
body or any association of persons or any body of individuals, &eans

(a) the secretary, treasurer, manager or agent of the authority, company, association or body,
or

(b) any person connected with the management or administration of the local authority,
company, association or body upon whom Y#essessing Officer] has semea notice of his
intention of treating himsathe principal officer therepf

(36) A pr o ihcudes vocatiop
“[(36A) Aipublic sector companyO0 means any coOrpo

State or Provincial Act or a Government companylefined in section 617 of the Companies Act,
1956 (1 of 1956);]

1. Ins. ly Act 20 of 2002, s. 3 (w.e.f-4-2002).

2. Ins. by Act 25 of 2014, s. 3 (w.r.e.f612013).

3. Subs. by Act 4 -todx 1088 c41988)2( wfe@.orf Al hcome
4. Ins. by Act 11 of 1987, s. 3 (w.e.f411987).
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(37) publicser vant o has the same meaning as in se
1860);

37 fArate or rates in forced or frainamga i n f
year, means

(i) for the purposes of calculating incottex under the first proviso to sigection b)
of section 132, or computing the incoitax chargeable under sglection §) of section 172r
subsection R) of section 174r section 17%r subsection ) of section 17@®r deducting
incometax undersection B2f r om i nc o me chargeabl e *torder t
} computation of payekele ufiderd Crapter eX\I t'ia xad case not
falling undersection 115/0r J[section 115B[or section 115BBor section 115BBBor section
115E]or section 164r section 164A*** ®or section 167Hf], the rate or rates of incontax
specified in this behalf in the Finance Act of the relevant year, and for the purposes of
computation of the fadvan e@iinaesedalinyandesdctioe un d
115A0r 'Isection  115B[orsection  115BBorsection  115BBBorsection  115Epr
section 164r section 164A*** %orsection 167B], the rate or rates specified saction
115A0or 3[section 115Bor section 115BBor section 115BBBor section 115Epr section 164
or section 164A** 8[or section 167R as the case may [jeor the rate or rates of incortax
specified in this behalf in the Finance Act of the relevant year, whichever is applicable;]

(i) for the purposes of deduction of tax undections
193,194, Y[194A *9194B, 194BH ¥and 194D], the rate or rates of incortex specified in this
behalf in the Finance Act of the relevant year;]

(i) for the purposes of deduction of tax untffsection 194LBAor] *section
1941 BB or section 194LBCor] section 195 the rate or rates of inconrtax specified in this
behalf in the Finance Act of the relevant year or the rate or rates of iaarspecified in[an
agreement entered into by the Central Government wagtion 90 or an agreement notified by
the Central Government undsgction 9@, whichever is applicable by virtue of the provisions
of section 9Qor section 90A as the case may be];]

(39 Airecognised provident fundd means a prov
recognised by th&[*¥Principal Chief Commissioner or Chief Commissidnear *[Principal
Commissioner or Commissioner]] in acdance with the rules contained in Part A of the Fourth
Schedule, and includes a provident fund established under a scheme framed under the Bmployees
Provident Funds Act, 1952 (19 of 1952);

[EnY

. Ins. by Act 20 of 1967, s. dv(e.f. 1:4-1967).
2. The words, br acketsection®)i gour esse can d nl eBtOtEe rfsr oftro ransyubp ay me n
by Act 4 of 1988, s. 3 (w.e.f-4-1989). Earlier the quoted words were inserted by Act 19 of 1968, s. 4 (w4e1f968).
3. Subs. by Act 19 of 1970, S . 3, for fi ¢ o-@ phe tate oriratesof o f t h
incomet ax specified in this behalf i n4-1978)e Fi nance Act of t
4.Subs.byAct66adf 976, s. 3, for fAin a case6M®®WY falling under sec
5 Subs. by Act 4 of 1988, s. -8198) or fAsection 115B or se:
6 Subs. by Act 20 of 2002, S . 3,-420@3y. Aor section 115BB
7.The words, figures and | etters fior s4l689)i on 167A0 omitte
8. Ins. by Act 4 of 1988, s. 2 (w.e.£411989).
9 i@ noa 9-64976n If 1.1 Mg
1 41683t i on 115B or, z
1 Af194A0 (w.e.f. 1
1 Af194B,0 (w.e.f. |
i, 194D and 1950 |

Subs. by Act 66 of 1976, s. 3, fo
0. Subs. by Act 4 of 1988, S . 3, f r
1. Subs. by Act 16 of-41992}. 2, S . 3, or
2. Subs. by Act 19 of 41978, s. 32, for
13. Subs. by Act 49 of 19 9-10:199%). 3, for
14. Ins. by Act 20 of 2015, s. 3 (w.e.f412016).
15. Ins. by Act 28 of 2016, s.3 (w.ef612016).
16. Subs. by Act 21 of 20 0 6the Central Gavernment undeasactioa §0r véhiehevemist
applicable by virtue of t-62006provi sions of section 90
17. Subs. by Act 4 of 19881988.. 2, for fACommi ssioner o (
18. Subs. by Act 25 of 202162013)s. 4, for ACommi ssionero

en
o
W.
(w.
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1y * * * *

(40 Aregul ar assessment 0adememden’subséctive B) ack s e s s
section 14Bor section 144

(41 Airel ativeo, in relation to an individual
lineal ascendant or descendant of that individual;

(41Afiresul ting company® means one OfF more com
thereof) to which the undertaking of the demerged company is transferred in a demerger and, the
resulting company in consideration of such transfer of undertaking, issues shares to the shareholders
of the demerged company and includes any authority or bodgcal authority or public sector
company or a company established, constituted or formed as a result of demerger;]

42 nAresidento means a person wheections§ resi dent

42N isherm capital assetod means a capital a
®[thirty-sixmonths] immediately preceding the date of its transfer:]]

’[Providedthat in the case dfa security(other than a unit) listed in a recoged stock exchange
in India] °[or a unit of the Unit Trust of India established under the Unit Trust of India Act, 1963 (52
of 1963) or'%a unit of an equity oriented fundif[or a zero coupon bond], the provisionstbis
cl ause shal/l have ef fsext moantihfs of on htehevowarsd st
substituted:]

Provided furthethat in case of a share of a company (not being a share listed in a recognised
stock exchange) or a unit of a Mutdalind specified under claus23pD) of section 10 which is
transferred during the period beginning on the 1st day of April, 2014 and ending on the 10th day of
July,2014, the provisions of this cl| asuisx mdmtlHs t,:
words Atwelve monthsd had been substituted: ]

Y Provided alsdhat in the case of a share of a company (not being a share listed in a recognised
stock exchage in India),*[or an immovable property, being land or building or bdttie] provisions
of this c¢clause shall haveiaf fnrontt hao® , | ftfdue o wo t
mont hsd had been substituted.]

[Explanation 1.8 (i) In determiningthe period for which any capital asset is held by the
assessee

(@) in the case of a share held in a company in liquidation, there shall be excluded the period
subsequent to the date on which the company goes into liquidation;

1. Clause 39) omitted by Act 18 of 1992, s. 3 (w.e.f:411993). Earlier clause30) substituted by Act 36 of 1989, s. 2
(w.e.f. 1:4-1989) which was later omitted by Act 4 of 1988, s. 3 (w.e4:1989) and again restored by Act 3 of 298.
95 (w.e.f. 24-1989).
Subs. by Act 12 of 19-mM89.s. 3, for fAsection 1430 (w.e.
. Ins. by Act 27 of 1999, s. 3 (w.e.£412000).
. Ins. by Act 20 of 1962, s. 3 (w.e.f411962).
. Subs. by Act 21 of 1973, s. 3, for certain word® (fwv1-4-1974).
Subs. by Act 29 of 197%7978)s. 3, for fAsixty monthsodo (w.
. Ins. by Act 11 of 1987, s. 3 (w.e.f411988).
Subs. by Act 25 of 2014, s. 3, for fAa shareexthenbped i n a
in I ndi a4®018)w. e . f . 1
9. Ins. by Act 32 of 1994, s. 3 (w.e.f411995).
10. Subs. by Act 25 of 2014, s. 3, 2Z30)r offa suvercitti -deB015)ad oM u( twu
11. Ins. by Act 18 of 2005, s. 3 (w.elf4-2006).
12. Ins. by Act 25 of 2014, s. 3 (w.e.f412015).
13. Ins. by Act 28 of 2016, s. 3 (w.e.f412017).
14. Ins. by Act 7 of 2017, s. ®é.f. 1-4-2018).
15. ExistingExplanationrenumbered aBxplanation lby Act 32 of 1994, s. 3 (w.e.f-4-1995).
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(b) in the case ofa capital asset which becomes the property of the assessee in the
circumstances mentioned ifsub-section {)] of section 49there shall be included the period for
whichthe asset was held by the previous owner referred to in the said section;

’[(ba) in the case of a capital asset referred to in clatigpdf section 28, the period shall be
reckoned from the date of its conversion or treatment;]

¥(c) in the case of caital asset being a share or shares in an Indian company, which
becomes the property of the assessee in consideration of a transfer referred to invicjause (
of section 47 there shall be included the period for which the share or shares in the amalgamating
company were held by the assessee;]

“[(d) in the case of a capital asset, being a share or any other security (hereafter in this clause
referred to as the finaial asset) subscribed to by the assessee on the basis of his right to
subscribe to such financial asset or subscribed to by the person in whose favour the assessee has
renounced his right to subscribe to such financial asset, the period shall be réokorntheé date
of allotment of such financial asset;

(e) in the case of a capital asset, being the right to subscribe to any financial asset, which is
renounced in favour of any other person, the period shall be reckoned from the date of the offer of
such ight by the company or institution, as the case may be, making such offer;]

°[(f) in the case of a capital asset, being a financial asset, allotted without any payment and on
the basis of holding of any other financial asset, the period shall be reckonethé date of the
allotment of such financial asset;]

®(g) in the case of a capital asset, being a share or shares in an Indian company, which
becomes the property of the assessee in consideration of a demerger, there shall be included the
period forwhich the share or shares held in the demerged company were held by the assessee;]

[(n) in the case of a capital asset, being trading or clearing rights of a recognised stock
exchange in India acquired by a person pursuant to demutualisation or cosfioratig the
recognised stock exchange in India as referred to in clatise df section 47 there shall be
included the period for which the person was a mermb#te recognised stock exchange in India
immediately prior to such demutualisation or corporatisation;

(ha) in the case of a capital asset, being equity share or shares in a company allotted pursuant
to demutualisation or corporatisation of a recognigedksexchange in India as referred to in
clause(xiii) of section 47 there shall be included the period for which the person was a member
of the recognised stockxehange in India immediately prior to such demutualisation or
corporatisation;]

1
. Ins. by Act 13 of 2018, s. 3 (w.e.£4t2019).
. Ins. by Act 20 of 1967, s. 4 (w.e.£4t1967).

2
3

Subs. by Act 20 pQDto(il®6 7 wilear)f 4, 1for dAcl auses (

4. Ins. by Act 32 of 1994, 8 (w.e.f. £4-1995).

5
6
7

. Ins. by Act 22 of 1995, s. 3 (w.e.£4t1996).
. Ins. by Act 27 of 1999, s. 3 (w.e.£4:2000).
. Ins. by Act 32 of 2003, s. 3 (w.e.£4t2004).
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[(hb) in the case of a capital asset, beiagy specified security or sweat equity shares
allotted or transferred, directly or indirectly, by the employer free of cost or at concessional rate
to his employees (including former employee or employees), the period shall be reckoned from
the date of détment or transfer of such specified security or sweat equity shares;]

’[(ho) in the case of a capital asset, being a unit of a business trust, allotted pursuant to

transfer of share or shares as referred to in clawgg ¢f section 47 there shall be included the
period for which the share or shares were held by the assessee;]

¥[(hd) in the case of a capital asset, being a unit or units, which becomes ity of the
assessee in consideration of a transfer referred to in claugg df section 47 there shall be
included the period for which the unit or unitsthe consolidating scheme of the mutual fund
were held by the assessee;

(he) in the case of a capital asset, being share or shares of a company, which is acquired by
the nonresident assessee on redemption of Global Depository Receipts referred ts@nf)la
of subsection {) of section 115ACheld by such assessee, the period shall be reckoned from the
date on which a request for such redemption was fhade;

“[(hf) in the case of aapital asset, being equity shares in a company, which becomes the
property of the assessee in consideration of a transfer referred to in gljusfesection 47, there
shall be included the period for which the preference sharedelerby the assesske;

*[(hg) in the case of a capital asset, being a unit or units, which becomes the property of the
assessee in consideration of a transfer referred to in claxjsef (section 47, there shall be included
the period for which the unitr units in the consolidating plan of a mutual fund scheme were held by
the assessdge;

(i) In respect of capital assets other than those mentioned in dgube period for which any
capital asset is held by the assessee shall be determined soikgegt ruleswhich the Board may
make in this behalf.

®[Explanation 25 F o r the purposes of this <c¢clause,
meaning assigned to it in claud® 6f section 2 of the Securities Contracts (Regulation) Act, 1956
(42 of 1956.]

Explanation3d For t he purposes of this clause, the

equity shareso shall have t he nbExganatiomtgdause@® spect

of subsection {) of section 115WB.]

1. Ins. by Act 22 of 2007, s. 3 (w.e.£:4t2008).
2. Ins. by Act 25 of 2014, s.@v.e.f. 1:10-2014).
3. Ins. by Act 20 of 2015, s. 3 (w.e.£412016).
4. Ins. by Act 7 of 2017, s. 3 (w.e.:4:2018).

5. Ins. by s. 3ibid. (w.e.f. £4-2017).

6. Ins. by Act 32 of 1994, s. 3 (w.e.£411995).
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[Explanation4dd For t he purposes of this clause, t he
have the meaning assigned to if[itlause &) of theExplanationto section 112A]

%(42B) nghearm capital gai nd means c apishogtérm gai n
capital asset;]

M(420fA sl ump sal ed means the transfer of one or
lump sum consideration without values being assigned to the individual assets and liabilities in such
sales.

Explanation 18 Forthepur poses of this cl ause, Aundertak
to it in Explanation 1to clause 19AA.

Explanation 20 For the removal of doubts, it is hereby declared that the determination of the
value of an asset or liability for the sole puspmf payment of stamp duty, registration fees or other
similar taxes or fees shall not be regarded as assignment of values to individual assets or liabilities;]

(43 Ataxo in relation to the assessmenany year
subseguent assessment year means intaxnehargeable under the provisions of this Act, and in
relation to any other assessment year inctareand supetax chargeable under the provisions of
this Act prior to the aforesaid déffand in relation tdhe assessment year commencing on the 1st day
of April, 2006, and any subsequent assessment year includes the fringe benefit tax payable
undersection 115WA];

(43A itax credit certificated means a tax cre
with the provisions of Chapter XXxB and any scheme made thereunder;]

Tx * * * *

8(44) iTax Recovery Of f-tax @ffited whonmay bes authonised by the o me
°[Principal Chief Commissioner or Chief Commissioner] YfPrincipal Commissioner or
Commissioner], by general or special order in writing, to exercise the powers of a Tax Recovery
Officer *{and also toexercise or perform such powers and functions which are conferred on, or
assigned to, an Assessing Officer urithées Act and which may be prescribed];]

1. Ins. by Act 25 of 2014, s. 3 (w.e1f4-2015).

2 Subs. by Act thdE3planationt@ dals® §8) oksectioB 10 f(ow -4€019).. 1

3. Ins. by Act 11 of 1987, s. 3 (w.elf4-1988).

4. Ins. by Act 27 of 1999, s. 3 (w.e.£412000).

5. Subs. by Act 10 of 1965, s. 4, for clau48) (w.e.f. 14-1965).

6 Subs. by Act 18 of 2005:;42806). 3, for #fAthe aforesaid dat
7. Clause43B) omitted by Act 4 of 1988, s.@v.e.f. 1:4-1989).

8. Subs. by s. 3bid., for clause44) (w.e.f. £4-1989).

9 Subs. by Act 25 of 2014, 620134, for #AChief Commissione]
10. Subs. bys.4bid. , for ACommi-&2i3pner o (w. e. f. 1

11. Ins. by Act 29 of 2006, s. 2 (@f. 137-2006).
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45 t 0t al mears thenotal amount of income referred teeiction 5 computed in the
manne laid down in this Act;

1y * * * *

477 Atransfero, in reld&@tion to a capital ass:¢
(i) the sale, exchange or relinquishme nt of the asset; or
(i) the extinguishment of any rights therein; or
(iii) the compulsory acquisition theraafider any law; or

(iv) in a case where the asset is converted by the owner thereof into, or is treated by him as,
stockin-trade of a business carried on by him, such conversion or treatfesjt;]

“[(iva) the maturity or redemption of a zero coupmamd; or]

3(v) anytransaction involving the allowing of the possession of any immovable property to
be taken or retained in part performance of a contract of the nature referred to in section 53A of
the Transfer of Property Act, 1882 (4 of 1882); or

(vi) any transaction (whether by way of becoming a member of, or acquiring shares in, a
co-operative society, company or other association of persons or by way of any agreement or any
arrangement or in any other manner whatsoever) which has the effectstériiag, or enabling
the enjoyment of, any immovable property.

’[Explanation 1.8 For the purposes of sufauses\) and ¢i) , fAi mmovabl e prope.!
the same meaning as in claudedf section 269UA

[Explanation 8 For t he removal of doubt s, it is her
shall be deemed to have always included disposing of or parting with an asset or any interest therein,
or creaing any interest in any asset in any manner whatsoever, directly or indirectly, absolutely or
conditionally, voluntarily or involuntarily, by way of an agreement (whether entered into in India or
outside India) or otherwise, notwithstanding that such fears rights has been characterised as
being effected or dependent upon or flowing from the transfer of a share or shares of a company
registered or incorporated outside India;]

48 Hzero coupondbondd means a bond

(a) issued by any infrastructure cegdicompany or infrastructure capital fund or public sector
company’[or scheduled baflon or after the 1st day of June, 2005;

(b) in respect of which no payment and benefit is received or receivable before maturity or
redemption from infrastructure capital company or infrastructure capital fund or public sector
company’[or scheduled bafkand

(c) which the Central Government mdyy, notification in the Official Gazette, specify in this
behalf.

. Clause 46) omitted by Act 10 of 1965, s. 4 (w.e.f411965).

. Subs. by Act 67 of 1984, s. 2, for claud@)((w.e.f. 14-1985).

. Ins. by Act 11 of 1987, s. 3 (w.e.£411988).

. Ins. by Act 18 of 2005, s. 3 (w.e.£4t2006).

. TheExplanationrenumbered aBxplanationl by Act 23 of 2012, s. 3 (w.e.f-41962).

. Ins. by s. 3ibid. (w.e.f. £4-1962).

. Ins. by Act 18 of 2005, s. 3 (w.e.£4t2006). Earlier clausetB) omitted by Act 4 of 1988, s. 3 (w.e.£411989) andater
restored by Act 3 of 1989, s. 95 (w.e.f441989) and again omitted by Act 18 of 1992, s. 2 (w.e4:1D93).

8. Ins. by Act 33 of 2009, s. 3 (w.e.£412009).
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Explanationd For the purposes of this clause, t he
meaning assigned to it in clause) (of theExplanationto subclause €¢) of clause ¥iia) of
subsection () of section 34]

3.APrevi ous y&Rardo tdred i medposes of this Act, i p
year immediately preceding thesessment year:

Providedthat, in the case of a business or profession newly set up, or a source of income newly
coming into existence, in the said financial year, the previous year shall be the period beginning with the
date of setting up of the businessprofession or, as the case may be, the date on which the source of
income newly comes into existence and ending with the said financial year.]

CHAPTER I
BASIS OFCHARGE

4. Charge of incometax.d (1) Where any Central Act enacts that incetae shall be charged for
any assessment year at any rate or rates, intaxnat that rate or those rates shall be charged for that
year in accordance with, arffsubject to the provisions (including provisions tbe levy of additional
incometax) of, this Act] in respect of the total income of the previous {t¢#of every person:

Providedthat where by virtue of any provision of this Act incota® is to be charged in respect of
the income of a period otheraih the previous year, incor@x shall be charged accordingly.

(2) In respect of income chargeable under-settion (), incometax shall be deducted at the source
or paid in advance, where it is so deductible or payable under any provision of this Act.

5. Scope of total incomé (1) Subject to the provisions of this Act, the total income of any previous
year of a person who is a resident includes all income from whatever source derivadl which

(a) is received or is deemed to be received in India in suahlyeor on behalf of such person;
or

(b) accrues or arises or is deemed to accrue or arise to him in India during such year; or
(c) accrues or arises to him outside India during such year:

Providedthat, in the case of a person not ordinarily resident in India within the meaning of
subsection 6) of section 6 the income which accrues arises to him outside India shall not be so
included unless it is derived from a business controlled in or a profession set up in India.

(2) Subject to the provisions of this Act, the total income of any previous year of a person who is a
nonresident inaldes all income from whatever source derived which

(a) is received or is deemed to be received in India in such year by or on behalf of such
person; or

(b) accrues or arises or is deemed to accrue or arise to him in India during such year.

Explandion 1.0 Income accruing or arising outside India shall not be deemed to be received in India
within the meaning of this section by reason only of the fact that it is taken into account in a balance sheet
prepared in India.

Explanation 2.0 For the removal ofdoubts, it is hereby declared that income which has been
included in the total income of a person on the basis that it has accrued or arisen or is deemed to have
accrued or arisen to him shall not again be so included on the basis that it is receiwethed tb be
received by him in India.

1. Ins. by Act 33 of 2009, s. 3 (w.e.£412009).
2. Subs. by Act 27 of 1999, s(#.e.f. 1:4-2000).
3. Subs. by Act 4 of 1988, s. 5, #bB9).fisubject to the pro

4The words fAor pr evi ou mitedbyas.rs5hid. (wes. 1:4-1889). case may bed o
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Y[5A. Apportionment of income between spouses governed by Portuguese Civil C@dél)
Where the husband and wife are governed by the system of commupitypafrty (known under the
Portuguese Civil Code of 1860 as ACOMMUNI AO DOS
Union territories of Dadra and Nagar Haveli and Daman and Diu, the income of the husband and of the
wife under any head of income shabt be assessed as that of such community of property (whether
treated as an association of persons or a body of individuals), but such income of the husband and of the
wi fe under each head of i ncome (ot heionedtequally und
between the husband and the wife and the income so apportioned shall be included separately in the total
income of the husband and of the wife respectively, and the remaining provisions of this Act shall apply
accordingly.

(2) Where the hushm or, as the case may be, the wife governed by the aforesaid system of
community of property has any income under the
total income of the spouse who has actually earned it.]

6. Residence in Indiad Forthe purposes of this Aé,
(1) Anindividual is said to be resident in India in any previous year df he

(a) is in India in that year for a period or periods amounting in all to one hundred and eighty
two days or more; or

2% * * * *

(c) havingwithin the four years preceding that year been in India for a period or periods
amounting in all to three hundred and siktye days or more, is in India for a period or periods
amounting in all to sixty days or more in that year.

¥[Explanation’[1].d In the case of an individudl,

(a) being a citizen of India, who leaves India in any previous faara member of the crew
of an Indian ship as defined in claud@&)(of section 3 of the Merchant Shipping Act, 1958 (44 of
1958), or] for the purposes of elopment outside India, the provisions of stlause €) shall
apply in relation to that vyear as if for the
hundred and eighty wo days o had been substituted;

(b) being a citizen of India, or a persohliadian origin within the meaning d&xplanationto
clause €) of section 115Cwho, being outside India, comes on a visit to India in any previous
year, the prowdions of sukclause§) s hal | apply in relation to t
dayso, occurring ther eeightyt wo¢ wayds® habebleemn:

[Explanation2.8 For the purposes of this clause, in the case of amithdil, being a citizen of
India and a member of the crew of a foreign bound ship leaving India, the period or periods of stay in
India shall, in respect of such voyage, be determined in the manner and subject to such conditions as
may be prescribed.]

(2) A Hindu undivided family, firm or other association of persons is said to be resident in India
in any previous year in every case except where during that year the control and management of its
affairs is situated wholly outside India.

. Ins. by Act 32 of 1994, s. 4 (w.e.f411963).

. Subclause ) omitted by Act 14 of 1982, s. 3 (w.e.£411983).

Subs. by Act S3Explanatioml Q 8v34499).. 3, for the @
. Explanationrenumbered aBxplanationlthereof by Act 20 of 2015, s. 4 (w.e.f412015).

. Ins. by Act12 of 1990, s. 4 (w.e.f.-4-1990).

. Subs. by Act 32 of 1994, s. 5 (w.ef411995).

. Ins. by Act 20 of 2015, s. 4 (w.e.f412015).
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1(3) A companyis said to be a resident in India in any previous yedr, if
(i) itis an Indian company; or
(ii) its place of effective management, in that year, is in India.

Explanationd For t he purposes of this c¢clause fApl ac:t
where key management and commercial decisions that are necessary for the conduct of business of an
entity as a whole are, in substance miade.

(4) Every other person is said to be resident in India in any previous year in every case, except
where during thiayear the control and management of his affairs is situated wholly outside India.

(5) If a person is resident in India in a previous year relevant to an assessment year in respect of
any source of income, he shall be deemed to be resident in Indiagretheus year relevant to the
assessment year in respect of each of his other sources of income.

G6)A person is said to be finot ordinarily res
isd
(a) an individual who has been a nmsident in Indian nine out of the ten previous years

preceding that year, or has during the seven previous years preceding that year been in India for a
period of, or periods amounting in all to, seven hundred and tvnémgydays or less; or

(b) a Hindu undivided fanhy whose manager has been a-mesident in India in nine out of
the ten previous years preceding that year, or has during the seven previous years preceding that
year been in India for a period of, or periods amounting in all to, seven hundred andrimenty
days or less.]

7. Income deemed to be receiveaidl.The following incomes shall be deemed to be received in the

previous yeaf

(i) the annual accretion in the previous year to the balance at the credit of an employee
participating in a recognised proeiat fund, to the extent provided in rule 6Rart A of the Fourth
Schedule

(i) the transferred balance in a recognised provident fund, to the extent provideetitesi4)
of rule 11 of Part A of the Fourth Schedule;

3[(iii ) the contribution made, by the Central Governnifaitany other employer] in the previous
year, to the account of an employee under a pension scheme referreddimoin 80CCD.]

8. Dividend incomed °[For the purposes of inclusion in the total incomamfssessee,

(a) any dividendl declared by a company or distributed or paid by it within the meaning of
subclause &) or subclause ) or subclause €) or subclause ¢) or subclause ¢) of clause 22)
of section Xhall be deemed to be the income of the previous year in which it is so declared,
distributed or paid, as the case may be;

®[(b) any interim dividend shall be deemed to be the income opriéndous year in which the
amount of such dividend is unconditionally made available by the company to the member who is
entitled to it]

1. Subs. by Act 28 of 2016, s. 4, for clau8 (v.e.f. 24-2017).

2. Subs. by Act 32 of 2003, s. 4, for certairrdg(w.e.f. 14-2004).
3. Ins. by Act 23 of 2004, s. 4 (w.e.£412004).

4. Subs. by Act 22 of 2007, s. 4 (w.ef42004).

5. Subs. by Act 10 of 1965, S . 5, for AFor the purpose:
(w.e.f. 1:4-1965).

6. Ins. by s. 5ibid. (w.e.f. 14-1965).
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9. Income deemed to accrue or arise in Indi@ (1) The following incomes shall be deemed to
accrue or arise in Indid:

(i) all income accruing or arising, whether directly or indirectly, through or from any business
connection in India, or through or from any property in India, or through or from any asset or source
of income in India;j*** or through the transfer of a citpl asset situate in India.

Explanation’[1].8 For the purposes of this cladse

(@) in the case of a business of which all the operations are not carried out in India, the
income of the business deemed under this clause to accrue or arise in India shbtlsuch part
of the income as is reasonably attributable to the operations carried out in India;

(b) in the case of a neresident, no income shall be deemed to accrue or arise in India to him
through or from operations which are confined togbechase of goods in India for the purpose
of export;

3% * * * *

“I(c) in the case of a neresident, being a person engaged in the business of running a news
agency or of publishing newspapers, magazines or journals, no income shall be deaoeckto a
or arise in India to him through or from activities which are confined to the collection of news
and views in India for transmission out of India;]

°[(d) in the case of a neresident, beind
(2) an individual who is not a citizen of India; or

(2) afirm which does not have any partner who is a citizen dalor who is resident in
India; or

(3) a company which does not have any shareholder who is a citizen of India or who is
resident in India,

no income shall be deemed to accrue or arise in Irdisuth individual, firm or company
through or from operations which are confined to the shooting of any cinematograph film in
India;]

°[(e) in the case of a foreign company engaged in the business of mining of diamonds, no
income shall be deemed to accarearise in India to it through or from the activities which are
confined to the display of uncut and unassorted diamond in any special zone notified by the
Central Government in the Official Gazette in this behalf.

‘[Explanation2.d For the removal of ddis, it is hereby declared th&ibusiness connection
shall include any business activity carried out through a person who, acting on behalf of-the non
residentd

1 The words #dAor through or from any money | ent at i nt e
Act 66 of 1976, s. 4 (w.e.f-6-1976).

2. Explanationrenumbered aBxplanationl thereof by Act 32 of 2003, s. 5 (w.e.f412004).

3. The proviso omitted by Act 5 of 1964, s. 5 (w.e--1964).

4. Ins. by Act 11 of 1983, s. 4 (w.e.f411962).

5. Ins. by Act 67 of 1984, s. 3 (w.e.f411982).

6. Ins. ty Act 28 of 2016, s. 5 (w.e.f-4-2016).

7. Ins. by Act 32 of 2003, s. 5 (w.e.f412004).
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![(a) has and habituallgxercises in India, an authority to conclude contracts on behalf of the
nonresident or habitually concludes contracts or habitually plays the principal role leading to
conclusion of contracts by that nossident and the contracts iaré

(i) in the name fothe nonresident; or

(i) for the transfer of the ownership of, or for the granting of the right to use, property
owned by that nomesident or that neresident has the right to use; or

(iii) for the provision of services by the nogsident; or]

(b) has no such authority, but habitually maintains in India a stock of goods or merchandise
from which he regularly delivers goods or merchandise on behalf of theesigient; or

(c) habitually secures orders in India, mainly or wholly for the mesident o for that
nonresident and other nenesidents controlling, controlled by, or subject to the same common
control, as that noresident:

Providedthat such business connection shall not include any business activity carried out
through a broker, gendreommission agent or any other agent having an independent status, if
such broker, general commission agent or any other agent having an independent status is acting
in the ordinary course of his business:

Provided furthethat where such broker, genecalmmission agent or any other agent works
mainly or wholly on behalf of a neresident (hereafter in this proviso referred to as the principal
nortresident) or on behalf of such nroesident and other nenesidents which are controlled by
the principal nofresident or have a controlling interest in the principatresident or are subject
to the same common control as the principalresident, he shall not be deemed to be a broker,
general commission agent or an agent of an independent status.

’[Explanation2A.i For the removal of doubts, it is hereby clarified that the significant economic
presence ofanenesi dent in I ndia shal/l constitute Abu
economic presenceo fidr this purpose, shall me a

(a) trarsaction in respect of any goods, services or property carried out byrasident in
India including provision of download of data or software in India, if the aggregate of payments
arising from such transaction or transactions during the previous yeeeds such amount as
may be prescribed; or

(b) systematic and continuous soliciting of business activities or engaging in interaction with
such number of users as may be prescriipeltidia through digital means:

Provided that the transactions or actestshall constitute significant economic presence in
India, whether or nad,

(i) the agreement for such transactions or activities is entered in India;
(i) the nonresident has a residence or place of business in India; or
(iii) the nonresdent renderservices in India:

Provided further that only so much of income as is attributable to the transactions or
activities referred to in clausa)(or clauself) shall be deeed to accrue or arise in India.]

1. Subs. by Act 13 of 2018, s. 4, for clauag((v.e.f. 24-2019).
2. Ins. by s. 4ibid. (w.e.f. +4-2019).
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Explanation3.8 Where a business is carried on in lmtlirough a person referred to in clause (
or clause lf) or clause € of Explanation2, only so much of income as is attributable to the
operations carried out in India shall be deemed to accrue or arise in India.]

[Explanation4.8 For the removalol ou bt s , it is hereby clarifie
shall mean and include and shall be deemed to
consequence ofd6 or Aby reason of o.

Explanation5.0 For the removal of doubts, it is hereby clarifigét an asset or a capital asset
being any share or interest in a company or entity registered or incorporated outside India shall be
deemed to be and shall always be deemed to have been situated in India, if the share or interest
derives, directly or inidectly, its value substantially from the assets located in Jpdia

’[Provided that nothing contained in tfiigplanationshall apply to an asset or capital asset, which is
held by a nomresident by way of investment, directly or indirectly, in a Foremptitutional Investor as
referred to in clausea) of the Explanationto section 115AD for an assessment year commencing on or
after the 1st day of April, 2012 but before the 1st day of April, 2015:

¥Provided further that nothing contained in tHigplaration shall apply to an asset or capital asset,
which is held by a neresident by way of investment, directly or indirectly, in CatedanyCategoryll
foreign portfolio investor under the Securities and Exchange Board of India (Foreign Portfoliori)vest
Regulations, 2014, made under the Securities and Exchange Board of India Act, 1992.]

“[Explanation6.d For the purposes of this clause, it is hereby declared that

() the share or interest, referred toBrplanation5, shall be deemed to derive ialue
substantially from the assets (whether tangible or intangible) located in India, if, on the specified
date, the value of such asgets

(i) exceeds the amount of ten crore rupees; and

(i) represents at least fiftyer centof the value of all thassets owned by the company
or entity, as the case may be;

(b) the value of an asset shall be the fair market value as on the specified date, of such asset
without reduction of liabilities, if any, in respect of the asset, determined in such manner as may
be prescribed,;

(ocfiaccounting periodo means each period of
March:

Providedthat where a company or an entity, referred tBxplanation5, regularly adopts a
period of twelve months ending on a day other thar8ttst day of March for the purposé of

(i) complying with the provisions of the tax laws of the territory, of which it is a
resident, for tax purposes; or

1. Ins. by Act 23 of 2012, s. 4 (w.e.£411962).

2. The proviso inserted by Act 7 of 2017, s. 4 (w.e-4-2012).
3. The proviso inserted by s.i8id. (w.e.f. £4-2015).

4. Ins. by Act 20 of 2015, s. 5 (w.e.f412016).
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(ii) reportingto persons holding the share or interest,

then, the period of twelve months endwgh the other day shall be the accounting period of the
company or, as the case may be, the entity:

Provided furthethat the first accounting period of the company or, as the case may be, the
entity shall begin from the date of its registration or ipooation and end with the 31st day of
March or such other day, as the case may be, following the date of such registration or
incorporation, and the later accounting period shall be the successive periods of twelve months:

Provided alsdhat if the companyr the entity ceases to exist before the end of accounting
period, as aforesaid, then, the accounting period shall end immediately before the company or, as
the case may be, the entity, ceases to exist;

(d fHAspecified dated means t he

(i) date on whichthe accounting period of the company or, as the case may be, the entity
ends preceding the date of transfer of a share or an interest; or

(i) date of transfer, if the book value of the assets of the company or, as the case may be,
the entity on the datef transfer exceeds the book value of the assets as on the date referred to
in subclause i), by fifteenper cent.

Explanation7.d For the purposes of this clause,

(@) no income shall be deemed to accrue or arise to aasitent from transfer, outside
India, of any share of, or interest in, a company or an entity, registered or incorporated outside
India, referred to in thExplanation5,0

(i) if such company or entity directly owns the assets situated in India and the transferor
(whether individuallyor along with its associated enterprises), at any time in the twelve
months preceding the date of transfer, neither holds the right of management or control in
relation to such company or entity, nor holds voting power or share capital or interest
exceedng five per centof the total voting power or total share capital or total interest, as the
case may be, of such company or entity; or

(i) if such company or entity indirectly owns the assets situated in India and the
transferor (whether individually or along with its associated enterprises), at any time in the
twelve months preceding the date of transfer, neither holds the right of masreger
control in relation to such company or entity, nor holds any right in, or in relation to, such
company or entity which would entitle him to the right of management or control in the
company or entity that directly owns the assets situated in Imolidyolds such percentage of
voting power or share capital or interest in such company or entity which results in holding of
(either individually or along with associated enterprises) a voting power or share capital or
interest exceeding fivger cent.of the total voting power or total share capital or total
interest, as the case may be, of the company or entity that directly owns the assets situated in
India;

(b) in a case where all the assets owned, directly or indirectly, by a company or, as the case
may be, an entity referred to in tB&planation5, are not located in India, the income of the
nonresident transferor, from transfer outside India of a share of, or interest in, such company or
entity, deemed to accrue or arise in India under thisselashall be only such part of the income
as is reasonably attributable to assets located in India and determined in such manner as may be
prescribed,;

(ochassoci ated enterpriseo sisectioh92hlave t he me:
(i) incomewhichfa |l s under the head ASal arieso, if it

[Explanationd For the removal of doubts, it is hereby declared that the income of the nature
referred to in this clause payabledor

(a) service rendered in India; and

1. Subs. by Act 27 of 1999, s. 5, for tAeplanation(w.e.f. 1-4-2000).
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(b) the restperiod or leave period which is preceded and succeeded by services rendered in
India and forms part of the service contract of employment,

shall be regarded as income earned in India;]

(iii) income chargeable under the hé&dlarie® payable by the Government to a citizen of India
for service outside India;

(iv) a dividend paid by an Indian company outside India;
[(v) income by way of interest payabledy
(a) the Government; or

(b) a person who is a resident, except where the intexygsayable in respect of any debt
incurred, or moneys borrowed and used, for the purposes of a business or profession carried on
by such person outside India or for the purposes of making or earning any income from any
source outside India; or

(c) a persn who is a nomesident, where the interest is payable in respect of any debt
incurred, or moneys borrowed and used, for the purposes of a business or profession carried on
by such person in India ;

’[Explanationd For the purposes of this clause,

() it is hereby declared that in the case of a-re@ident, being a person engaged in the
business of banking, any interest payable by the permanent establishment in India of such
nonresident to the head office or any permanent establishment or aey pahit of such
nonresident outside India shall be deemed to accrue or arise in India and shall be chargeable to
tax in addition to any income attributable to the permanent establishment in India and the
permanent establishment in India shalldeemed to be a person separate and independent of the
nonresident person of which it is a permanent establishment and the provisions of the Act
relating to computation of total income, determination of tax and collection and recovery shall
apply accordinly;

(Aper manent establishmentd shall (hagefe t he
section 92§

(vi) income by way of royalty payable &y
(a) the Government; or

(b) a person who is a resident, except where the royalty is payable in respect of any right,
property or information used or services utilised for the purposes of a business or profession
carried on by such person outside Indidooithe purposes of making or earning any income from
any source outside India; or

(c) a person who is a neaesident, where the royalty is payable in respect of any right,
property or information used or services utilised for the purposes of a businpesfession
carried on by such person in India or for the purposes of making or earning any income from any
source in India:

Providedthat nothing contained in this clause shall apply in relation to so much of the income
by way of royalty as consists afmp sum consideration for the transfer outside India of, or the
imparting of information outside India in respect of, any data, documentation, drawing or
specification relating to any patent, invention, model, design, secret formula or process or trade
mark or similar property, if such income is payable in pursuance of an agreement made before the
1st day of April, 1976, and the agreement is approved by the Central Government:

1. Ins. byAct 66 of 1976, s. 4 (w.e.f-&-1976).
2. Ins. by Act 20 of 2015, s. 5 (w.e.f412016).

61



[Providedfurtherthat nothing contained in this clause shall apply in relatoso much of the
income by way of royalty as consists of lump sum payment made by a person, who is a resident, for
the transfer of all or any rights (including the granting of a licence) in respect of computer software
supplied by a nomesident manufaater along with a computer or computiErsed equipment under
any scheme approved under the Policy on Computer Software Export, Software Development and
Training, 1986 of the Government of India.]

Explanation1.5 For the purposes of tHirst proviso], anagreement made on or after the 1st
day of April, 1976, shall be deemed to have been made before that date if the agreement is made in
accordance with proposals approved by the Central Government before that date; so, however, that,
where the recipient ohe income by way of royalty is a foreign company, the agreement shall not be
deemed to have been made before that date unless, before the expiry of the time allowed -under sub
section () or subsection ) of section 139 (whether fixed originally or on emsion) for furnishing
the return of income for the assessment year commencing on the 1st day of April, 1977, or the
assessment year in respect of which such income first becomes chargeable to tax under this Act,
whichever assessment year is later, thepamg exercises an option by furnishing a declaration in
writing to the’[Assessing Officer] (such option being final for that assessment year and for every
subsequent assessment year) that the agreement may be regarded as an agreement made before the
day of April, 1976.

Explanation2.8 For the purposes of this clausepyaltyd means consideration (including any
lump sum consideration but excluding any consideration which would be the income of the recipient
chargeable under the hefdapital gainé) ford

(i) the transfer of all or any rights (including the granting of a licence) in respect of a patent,
invention, model, design, secret formula or process or trade mark or similar property;

(i) the imparting of any information concerning the working @f,the use of, a patent,
invention, model, design, secret formula or process or trade mark or similar property;

(iii) the use of any patent, invention, model, design, secret formula or process or trade mark
or similar property;

(iv) the imparting of any iformation concerning technical, industrial, commercial or
scientific knowledge, experience or skill;

“I(iva) the use or right to use any industrial, commercial or scientific equipment but not
including the amounts referred tosaction 44BB;]

(v) the transfer of all or any rights (including the granting of a licence) in respect of any
copyright, literary, artistic or scientific work including films or video tapes for use in connection
with television or tapes for use in connection with radio broadggsthut not including
consideration for the sale, distribution or exhibition of cinematographic films; or

(vi) the rendering of any services in connection with the activities referred to-tiasides
(i) to (v), (iva) and(v).

°[Explanation33 Forthepur poses of this clause, Acomput
programme recorded on any disc, tape, perforated media or other information storage device and
includes any such programme or any customized electronic data.]

®[Explanation4.8 For the removabf doubts, it is hereby clarified that the transfer of all or any
rights in respect of any right, property or information includes and has always included transfer of all

. Ins. by Act 49 of 1991, s. 4 (w.e.£411991).

.Subs.bys.4bid. , for fAforego#4h99l).provisoo (w.e.f. 1
Subs. by Act 4 -todx 1088Mi, c41088)2( wfe@rf Al hcome
. Ins. by Act 14 of 2001, s. 4 (w.e.f412002).

. Subs. by Act 10 of 2000, s. 4, fexplanation3 (w.e.f. £4-2001).

. Ins. by Act 23 of 2012, s. 4 (w.e.f611976).

OO WNE
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or anyright for use or right to use a computer software (including granting oéack) irrespective
of the medium through which such right is transferred.

Explanation5.0 For the removal of doubts, it is hereby clarified that the royalty includes and has
always included consideration in respect of any right, property or informatiothavioe nod

(a) the possession or control of such right, property or information is with the payer;
(b) such right, property or information is used directly by the payer;
(c) the location of such right, property or information is in India.]

Explanation6.0 For the removal of doubts, it is hereby clarified that the exprespimtess
includes and shall be deemed to have always included transmission by satellite (inclddikipgp
amplification, conversion for dowlinking of any signal), cable, ogtifibre or by any other similar
technology, whether or not such process is secret;]

(vii) income by way of fees for technical services payabie by
(@) the Government; or

(b) a person who is a resident, except where the fees are payable in respecice$ serv
utilised in a business or profession carried on by such person outside India or for the purposes of
making or earning any income from any source outside India; or

(c) a person who is a nenesident, where the fees are payable in respect of servilissduin
a business or profession carried on by such person in India or for the purposes of making or
earning any income from any source in India:

[Providedthat nothing contained in this clause shall apply in relation to any incomebyway of
fees fortechnical services payable in pursuance of an agreement made before the 1st day of April,
1976, and approved by the Central Government.]

’[Explanation1.d For the purposes of the foregoing proviso, an agreement made on or after the
1st day of April, 1976, lwll be deemed to have been made before that date if the agreement is made
in accordance with proposals approved by the Central Government before that date.]

Explanation[2].8 Fo r the purposes of this c¢lause, i f
consideation (including any lump sum consideration) for the rendering of any managerial, technical
or consultancy services (including the provision of services of technical or other personnel) but does
not include consideration for any construction, assemblgingior like project undertaken by the
recipient or consideration which would be income of the recipient chargeable under the head
iSal ari eso.

(2) Notwithstanding anything contained in ssiéxction (), any pension payable outside India to a
person residingpermanently outside India shall not be deemed to accrue or arise in India, if the
pension is payable to a person referred to in article 314 of the Constitution or to a person who, having
been appointed before the 15th day of August, 1947, to be a JuttgeFdderal Court or of a High
Court within the meaning of the Government of India Act, 1935, continues to serve on or after the
commencement of the Constitution as a Judge in India.

Explanationd For the removal of doubts, it is hereby declared that Hier gurposes of this
section, income of a neresident shall be deemed to accrue or arise in India under clhuselause
(vi) or clause \(ii) of subsection {) and shall be included in the total income of the-resident,
whether or no§

(i) the ronresident has a residence or place of business or business connection in India; or

(i) the nonresident has rendered services in India.

1. The proviso ins. by Act 29 of 1977, s. 4 (w.&--1977).
2. Explanationins. by s. 4jbid. (w.e.f. £4-1977).
3. Explanationrenumbered aExplanation2 thereof by s. 4ibid. (w.e.f. 24-1977).
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[9A. Certain activities not to constitute business connection in Indid (1) Notwithstanding
anything contained isubsection {) of section Sand subject to the provisions of this section, in the case
of an eligible investment fund, the fund management activity carried out through an eligible fund
manager acting on behalf of such fund shall not constitute businassction in India of the said fund.

(2) Notwithstanding anything containedsiction 6,an eligible investment fund shall not be said to
be resident in India for the purpose of that section merely because the eligible fund manager, undertaking
fund manage®nt activities on its behalf, is situated in India.

(3 The eligible investment fund referred to in sdxtion (), means a fund established or
incorporated or registered outside India, which collects funds from its members for investing it for their
bendit and fulfils the following conditions, hameky:

(a) the fund is not a person resident in India;

(b) the fund is a resident of a country or a specified territory with which an agreement referred to
in subsection {) of section 90or subsection {) ofsection 90Ahas been entered infr is
established or incorporated or registered in a country or a specified territory notified by the Central
Government in this behdf

(c) the aggregate participation or investment in the fund, directly or indirduylypersons
resident in India does not exceed fper centof the corpus of the fund;

(d) the fund and its activities are subject to applicable investor protection regulations in the
country or specified territory where it is established or incorpoatésia resident;

(e) the fund has a minimum of twenrtiye members who are, directly or indirectly, not connected
persons;

(f) any member of the fund along with connected persons shall not have any participation interest,
directly or indirectly, in the fund exceeding teer cent

(g) the aggregate patrticipation interest, directly or indirectly, of ten or less members albng wit
their connected persons in the fund, shall be less thampéftgent,

(h) the fund shall not invest more than twepgyr centof its corpus in any entity;
(i) the fund shall not make any investment in its associate entity;
() the monthly average dfie corpus of the fund shall not be less than one hundred crore rupees:

Providedthat if the fund has been established or incorporated in the previous year, the corpus of
fund shall not be less than one hundred crore rupiebe and of such previous year

¥Provided further that nothing contained in this clause shall apply to a fund which has been
wound up in the previous year;]

(k) the fund shall not carry on or control and manage, directly or indirectly, any business in
India™ ;

() the fund is neitér engaged in any activity which constitutes a business connection in India nor
has any person acting on its behalf whose activities constitute a business connection in India other
than the activities undertaken by the eligible fund manager on its behalf;

(m) the remuneration paid by the fund to an eligible fund manager in respect of fund management
activity undertaken by him on its behalf is not less than thésdength price of the said activity:

1. Ins. by Act 20 of 2015, s. 6 (w.e.£412016).

2. Ins. by Act 28 of 2016, s. 6 (w.e.f412017).

3. The proviso inserted by Act 7 of 2017, s. 5 (w.e-4-2016).

4. The words fAor from | ndweaPl4@0t7)tt ed by Act 28 of 2016,
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Providedthat the conditions specified in clauses, ((f) and ) shall not apply in case of an
investment fund set up by the Government or the Central Bank of a foreign State or a sovereign fund, or
such other fund as the Central Government may subject to conditions, if any, by notification in the
Official Gaztte, specify in this behalf.

(4) The eligible fund manager, in respect of an eligible investment fund, means any person who is
engaged in the activity of fund management and fulfils the following conditions, ndmely:

(a) the person is not an employee bé teligible investment fund or a connected person of the
fund,

(b) the person is registered as a fund manager or an investment advisor in accordance with the
specified regulations;

(c) the person is acting in the ordinary course of his business as a &magjen;

(d) the person along with his connected persons shall not be entitled, directly or indirectly, to
more than twentper centof the profits accruing or arising to the eligible investment fund from the
transactions carried out by the fund through the fund manager.

(5) Every eligible investment fund shall, in respect of its activities in a financial year, furnish within
ninety dgs from the end of the financial year, a statement in the prescribed form, to the prescribed
incometax authority containing information relating to the fulfilment of the conditions specified in this
section and also provide such other relevant informatiaiocuments as may be prescribed.

(6) Nothing contained in this section shall apply to exclude any income from the total income of the
eligible investment fund, which would have been so included irrespective of whether the activity of the
eligible fund nanager constituted the business connection in India of such fund or not.

(7) Nothing contained in this section shall have any effect on the scope of total income or
determination of total income in the case of the eligible fund manager.

(8) The provisionsof this section shall be applied in accordance with such guidelines and in such
manner as the Board may prescribe in this behalf.

(9) For the purposes of this sectidn,

@ Mnassociated means an entity in whnorafanda di 1
manager of the investment fund or a director or a trustee or a partner or a member of the fund
manager of such fund, holds, either individually or collectively, share or interest, being more than
fifteen per centof its share capital or intest, as the case may be;

() Aconnected personodo shall h4oefsectionil®; meani ng

(o Acorpusodo means the total amount of funds |
investment fund as on a particular date;
(dd fHAentityo means any entity in which an el ic¢

<

(e ispecified regul ati onso means t he Securi
Managers) Regulations, 1993 or the Securities and Exchange Board of Indiantemte&tvisers)
Regulations, 2013, or such other regulations made under the Securities and Exchange Board of India
Act, 1992 (15 of 1992), which may be notified by the Central Government under this]clause.

CHAPTER IlI
INCOMES WHICH DO NOT FORM PART OF TOTIAINCOME

10. Incomes not included in total incom& In computing the total income of a previous year of any
person, any income falling within any of the following clauses shall not be induded

(1) agricultural income;
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(2) [subject to therovisions of suksection R) of section 64 any sum received by an individual
as a member of a Hindu undivided family, where such sum has been paid out of the income of the
family, or, in the case of any impartible estate, where such sum has beeuntpsithe income of the
estate belonging to the family;

2[(2A) in the case of a person being a partner of a firm which is separately assessed as such, his
share in the total income of the firm.

Explanationd For the purposes of this clause, the share @frer in the total income of a firm
separately assessed as such shall, notwithstanding anything contained in any other law, be an amount
which bears to the total income of the firm the same proportion as the amount of his share in the
profits of the firmin accordance with the partnership deed bears to such profits;]

3% * * * *

“[(4) (i) in the case of a neresident, any income by way of interest on such securities or bonds as
the Central Government may, by notification in the Official Gazeptegify in this behalf, including
income by way of premium on the redemption of such bonds:

°[Providedthat the Central Government shall not specify, for the purposes of thidaige, such
securities or bonds on or after the 1st day of June, 2002;]

°[(ii) in the case of an individual, any income by way of interest on moneys standing to his credit
in a NonResident (External) Account in any bank in India in accordance {itte Foreign
Exchange Management Act, 1999 (42 of 1999)], and the rules timadeinder:

Providedthat such individual is a person resident outside India as definégtlause )]
ofsection &f the said Act or is a person who has been permitted by the Reserve Bank of India to
maintain the aforesaid Account;]]

9% * * * *

'9(4B) in the case of an individual, being a citizen of India or a person of Indian origin, who is a
nonresident, any income from interest on sdbavings certificates issued before the 1st day of
June, 2002] by the Central Government as that Governmawi by notification in the Official
Gazette, specify in this behalf:

Providedthat the individual has subscribed to such certificates in convertible foreign exchange
remitted from a country outside India in accordance with the provisiofishef Foreign Echange
Management Act, 1999 (42 of 1999)], and any rules made thereunder.

Explanationd For the purposes of this clause,

(a) a person shall be deemed to be of Indian origin if he, or either of his parents or any of his
grandparents, was born in undividedia;

1. Ins. by Act 42 of 1970, s. 3 (w.e.£411971).

2. Ins. by Act 18 of 1992, s. 4 (w.e.£411993). Earliaiinserted by Act 4 of 1988, s. 6 and omitted by Act 3 of 1989, s. 95
(w.e.f. 1:4-1989).

. Clause ) omitted by Act 20 of 2002, s. 4 (w.e.£412003).

. Subs. by Act 4 of 1988, s. 6, for claus@sand @A) (w.e.f. :4-1989).

. Ins. by Act 20 of 202, s. 4 (w.e.f. 4-2003).

. Subs. by Act 49 of 1991, s. 5, for stlhuse if) (w.e.f. £4-1991).

Subs. by Act 17 of 2013, s. 4, for A
Subs. by Act use(pD R2WAWI3Es. 16, for AdAc
. The Second proviso omitted by Act 18 of 2005, s. 4 (w.e2006).

10. Ins. by Act 14 of 1982, s. 4 (w.e.f411983).
11. Subs. by Act 20 of 2002, s-42003). for fAsavings certific:

e-4-B0d3).ei gn Exchal
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(b fivertiblef or ei gn exchanged means foreign exc
treated by the Reserve Bank of India as convertible foreign exchange for the purptjes of
Foreign Exchange Management Act, 1999 (42 of 1999)], and anymalgs thereunder;]

’[(5) in the case of an individual, the value of any travel concession or assistance received by, or

due to, hing

(a) from his employer for himself and his family, in connection with his proceeding on leave
to any place in India;

(b) from his employer or former employer for himself and his family, in connection with his
proceeding to any place in India after retirement from service or after the termination of his
service,

subject to such conditions as may be prescribed(including @mslids to number of journeys and
the amount which shall be exempt per head) having regard to the travel concession or assistance
granted to the employees of the Central Government:

Providedthat the amount exempt under this clause shall in no case eftweagmount of

expenses actually incurred for the purpose of such travel.

Explanationd For t he purposes of this cl ausea, if ami
(i) the spouse and children of the individual ; and

(i) the parents, brothers and sistaf the individual or any of them, wholly or mainly
dependent on the individual;]

3% * * * *

A% * * * *

(6) in the case of an individual who is not a citizen of Irdia,

5% * * * *

°[(ii) the remuneration received by him as an officlay whatever name called, of an
embassy, high commission, legation, commission, consulate or the trade representation of a
foreign State, or as a member of the staff of any of these officials, for service in such capacity:

Providedthat the remuneratioreceived by him as a trade commissioner or other official
representative in India of the Government of a foreign State (not holding office as such in an
honorary capacity), or as a member of the staff of any of those officials, shall be exempt only if
the remuneration of the corresponding officials or, as the case may be, members of the staff, if
any, of the Government resident for similar purposes in the country concerned enjoys a similar
exemption in that country:

OO WN B

.Subs.byAct 7 of 2013, s. 4, for Athe Foreign E4&2Bpnge Regul a
. Subs. by Act 36 of 1989, s. 4, for clauSg({v.e.f. 14-1989).

. Clause%A) omitted by Act 21 of 1998, s. 5 (w.e.f411999).

. Clause §B) omittedby Act 20 of 2002, s. 4 (w.e.f-4-2003).

. Subclause i) omitted by s. 4ibid. (w.e.f. 24-2003).

. Subs. by Act 26 of 1988, s. 4, for stlausesi() to (v) (w.e.f. £4-1989).
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Provided furthethat such members of tletaff are subjects of the country represented and are
not engaged in any business or profession or employment in India otherwise than as members of such
staff;]

(vi) the remuneration received by him as an employee of a foreign enterprise for services
rencered by him during his stay in India, provided the following conditions are fuffilled

(a) the foreign enterprise is not engaged in any trade or business in India;

(b) his stay in India does not exceed in the aggregate a period of ninety days in such
previous year ; and

(c) such remuneration is not liable to be deducted from the income of the employer
chargeable under this Act;

1y * * * *
2% * * * *
3% * * * *
(viii) any income chargeabl e wunder t hesudhead i

individual being a nomesident as remuneration for services rendered in connection with his
employment on a foreign ship where his total stay in India does not exceed in the aggregate a
period of ninety days in the previous year;

A% * * * *

*[(xi) the remuneration received by him as an employee of the Government of a foreign State
during his stay in India in connection with his training in any establishment or office of, or in any
undertaking owned b¥,

(i) the Government ; or

(i) any companyin which the entire paidp share capital is held by the Central
Government, or any State Government or Governments, or partly by the Central Government
and partly by one or more State Governments; or

(iii) any company which is a subsidiary of a compaisrred to in itemi(); or

(iv) any corporation established by or under a Central, State or Provincial Act; or

(v) any society registered under the Societies Registration Act, 1860 (14 of 1860), or
under any other corresponding law for the time being nef@nd wholly financed by the

Central Government, or any State Government or State Governments, or partly by the Central
Government and partly by one or more State Governments;]

°[(6A) where in the case of a foreign company deriving income by way oftyoyalfees for
technical services received from Government or an Indian concern in pursuance of an agreement

1. Subclause Yia) omitted by Act 21 of 1998, s. 5 (w.e.£411999).

2. Subclause yii) omitted by Act 38 of 1993, s. 3 (w.e.f411993).
3. Subclause yiia) omitted by Act 21 of 1998, s. 5 (w.e.£411999).
4. Subclause k) and &) omitted by s. 5ibid. (w.e.f. 24-1999).

5. Ins. by Act 66 of 1976, s. 5 (w.elf4-1976).

6. Ins. by Act 11 of 1983, s. 5 (w.e.f411984).
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made bythe foreign company with Government or the Indian concern after the 31st day of March,
1976'[but before the 1st day of June, 2062hdd

(@) where the agreement relates to a matter included in the industrial policy, for the time
being in force, of the Government of India, such agreement is in accordance with that policy; and

(b) in any other case, the agreement is approved by the Centratr®nent,

the tax on such income is payable, under the terms of the agreement, by Government or the Indian
concern to the Central Government, the tax so paid].

Explanationd *[For the purposes of this clause and claé&](®

@ Af ees fscerr vii eebsi csahlal | h a \Egplartatioe 2o<lausee me a
(vii) of subsection () of section 9;

() Aforeign companyo shaéctionBBBave t he same me

(¢ fAroyaltyd shall hEaplaeation Aoeclauseniina subseciom)n g a s
of section 9|

“[(6B) where in the case of a noesident (not being a company) or of a foreign company
deriving income (not being salary, royalty fees for technical services) from Government or an
Indian concern in pursuance of gagreement entered into before the 1st day of June, 2002by the
Central Government] with the Government of a foreign State or an international organisation, the tax
onsuch income is payable by Government or the Indian concern to the Central Government under the
terms of that agreement or any otfigelated agreement approved before that date] by the Central
Government, the tax so paid;]

’[(6BB) where in the case of tit@overnment of a foreign State or a foreign enterprise deriving
income from an Indian company engaged in the business of operation of aircraft, as a consideration of
acquiring an aircraft or an aircraft engine (other than payment for providing sparésedacr
services in connection with the operation of leased aircraft) on lease amlegreement entered
into after the 31st day of March, 1997 but before the 1st day of April, {@@®ntered into after the
31st day of March, 2007and approved by Central Government in this behalf]] and the tax on such
income is payable by such Indian company under the terms of that agreement to the Central
Government, the tax so paid.

Explanationd For t he purposes of this cleadusme,antshe
who is a norresident;]

1. Ins. by Act 20 of 2002, s. 4 (w.e.£412003).

2. Subs. by Act 18 of 1992, s. 4, for certain words (w.e6k1D92).

3. Subs. by Act 26 of 1988, @v.ef 84198Bpor AFor the purposes
4. Ins. by s. 4ibid. (w.e.f. 24-1988).

5. Subs. by Act 20 of 2002, s. 4, for Aadyg20BBe ment entered
6.Subs.bys.4bid. for fArel ated agr-4£42Bpnt approvedo (w.e.f. 1

7. Ins. byAct 26 of 1997, s. 3 (w.e.f-4-1998).

8. Subs. by Act 23 of 2004, s. 5, for certain words, figures and letters (w4e200Q6).

9. Subs. by Act 21 of 2006, S . 4 for for entered into
Government in th42807)behal fo (w.e.f. 1
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(6C) any income arising to such foreign company, as the Central Government may, by
notification in the Official Gazette, specify in this beh&Jhy way of royalty or fees] for technical
services received ipursuance of an agreement entered into with that Government for providing
services in or outside India in projects connected with security of India;]

%(6D) any income arising to a neesident, not being a company, or a foreign company, by way
of royaltyfrom, or fees for technical services rendered in or outside India to, the National Technical
Research Organisation;]

(7) any allowances or perquisites paid or allowed as such outside India by the Government to a
citizen of India for rendering service outsilndia;

(8) in the case of an individual who is assigned to duties in India in connection with any
co-operative technical assistance programmes and projects in accordance with an agreement entered
into by the Central Government and the Government ofeign State (the terms whereof provide for
the exemption given by this claude)

(a) the remuneration received by him directly or indirectly from the Government of that
foreign State for such duties, and

(b) any other income of such individual which acerue arises outside India, and is not
deemed to accrue or arise in India, in respect of which such individual is required to pay any
income or social security tax to the Government of that foreign State;

“[(8A) in the case of a consultént

(a) any remunettion or fee received by him or it, directly or indirectly, out of the funds made
available to an international organisation [hereafter referred to in this clause and 8Buag (
the agency] under a technical assistance grant agreement between theaddheyGovernment
of a foreign State; and

(b) any other income which accrues or arises to him or it outside India, and is not deemed to
accrue or arise in India, in respect of which such consultant is required to pay any income or
social security tax tthe Government of the country of his or its origin.
Explanationd | n t his cl aused PAconsultanto means

(i) any individual, who is either not a citizen of India or, being a citizen of India, is not
ordinarily resident in India; or

(i) any other person, bejra nonresident,

engaged by the agency for rendering technical services in India in connection with any technical
assistance programme or project, provided the following conditions are fulfilled, ndmely:

(1) the technical assistance is in accordamith an agreement entered into by the Central
Government and the agency; and

(2) the agreement relating to the engagement of the consultant is approved by the prescribed
authorityfor the purposes of this clause;

1. Ins. by Act 3 of 1989, s. 4 (w.e.£4:1989).

2. Subs. by Act 32 of 2003-20084.. 6, for fAby way of feeso (.
3. Ins. by Act 13 of 2018, s. 5 (w.e.f412018).

4. Ins. by Act 49 of 1991, s. 5 (wfel-4-1991).
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(8B) in the case of an individual who is assigned to duties in India in connection with any
technical assistance programme and project in accordance with an agreement entered into by the
Central Government and the agedicy

(@) the remuneration received by him, dirgcthr indirectly, for such duties from any
consultant referred to in claus®yj; and

(b) any other income of such individual which accrues or arises outside India, and is not
deemed to accrue or arise in India, in respect of which such individual iseedaipay any
income or social security tax to the country of his origin, provided the following conditions are
fulfilled, namely &

() the individual is an employee of the consultant referred to in cl®@4$e(d is either
not a citizen of India or, beg a citizen of India, is not ordinarily resident in India ; and

(i) the contract of service of such individual is approved by the prescribed
authoritybefore the commencement of his senlice;

(9) the income of any member of the family of any such idial as is referred to in claus® (
[or clause 8A) or, as the case may be, clau8B)] accompanying him to India, which accrues or
arises outside India, and is not deemed to accrue or arise in India, in respect of which such member is
required to payany income or social security tax to the Government of that foreign ‘gigtas the
case may be, country of origin of such memper]

’[(10) (i) any deatlcumretirement gratuity received under the revised Pension Rules of the
Central Government or, asetftase may be, the Central Civil Services (Pension) Rules, 1972, or
under any similar scheme applicable to the members of the civil services of the Union or holders of
posts connected with defence or of civil posts under the Union (such members or heldgrs
persons not governed by the said Rules) or to the members of-théialervices or to the members
of the civil services of a State or holders of civil posts under a State or to the employees of a local
authority or any payment of retiring gratuiteceived under the Pension Code or Regulations
applicable to the members of the defence services;

(ii) any gratuity received under the Payment of Gratuity Act, 1972 (39 of 1972), to the extent it
does not exceed an amount calculated in accordance wipitakiisions of susections 2) and @) of
section 4of that Act;

(i) any other gratuity received by an employee on his retirement or on his becoming
incapacitated prior to such retirement or on termination of his employment, or any gratuity received
by his widow, children or dependants on his death, to the extent it does not, in either case, exceed
onehalf monttés salary for each year of completed servifeglculated on the basis of the average
salary for the ten months immediately precedinghioath in which any such event occurs, subject to
such limit as the Central Government may, by notification in the Official Gazette, specify in this
behalf having regard to the limit applicable in this behalf to the employees of that Government]

Providedthat where any gratuities referred to in this clause are received by an employee from
more than one employer in the same previous year, the aggregate amount exempt frortaincome
under this claus§shall not exceed the limit so specified):

1. Ins. by Act 49 of 1991, s. 5 (w.e.£411991).

2. Subs. by Act 20 of 1974, s. 3, for clause (10) (w.e4:1D75).

3. Subs. by Act 4 of 1988, s. 6, for the certain words (w.e41989).
4. Subs. by s. 6, for claus#dj, ibid,i s h al | not exceed thi.t41989).si x thousand rup
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Providedfurtherthat where any such gratuity or gratuities was or were received in any one or
more earlier previous years also and the whole or any part of the amount of such gratuity or gratuities
was not included in the total income of the assessee of sucloyseyear or years, the amount
exempt from incoméax under this clausgshall not exceed the limit so specified] as reduced by the
amount or, as the case may be, the aggregate amount not included in the total income of any such
previous year or years.

2% * * * *

Explanationd 3[In this clause, and inclausé0pAd ], fAsal aryo shall have
it in clause ) of rule 2 of Part A of the Fourth Schedllle;

[(10A) () any payment in commutation of pension received under the Civil Pensio
(Commutation) Rules of the Central Governmgor under any similar scheme applicable to the
members of the civil services of the Union or holders of posts connected with defence or of civil posts
under the Union (such members or holders being persaingoverned by the said Rules) or to the
members of the alhdia services or to the members of the defence services or to the members of the
civil services of a State or holders of civil posts under a State or to the employees of a local authority]
or acorporation established by a Central, State or Provincial Act;

(i) any payment in commutation of pension received under any scheme of any other employer, to
the extent it does not exceed

(a) in a case where the employee receives any gratuity, the cechvaiue of on¢hird of
the pension which he is normally entitled to receive, and

(b) in any other case, the commuted value oflaalé of such pension,

such commuted value being determined having regard to the age of the recipient, the state of his
heath, the rate of interest and officially recognised tables of mortality;

6x * * * *

“[(iii ) any payment in commutation of pension received from a fund under c28/SaH:]

](10AA (i) any payment received by an employee of the Central Governameat State
Government as the cash equivalent of the leave salary in respect of the period of earned leave at his
credit at the time of his retiremetfitvhetheron superannuatignor otherwise;

(i) any payment of the nature referred to in-sl#use i) received by an employee, other than an
employee of the Central Government or a State Government, in respect of so much of the period of earned
leave at his credit at the time of his retiremgmthether on superannuatjoor otherwise as does not
exceed'[ten monthk calculated on the basis of the average salary drawn by the employee during

1 Subs. by Act 4 of 1988, s.6 for Md4989.)l 1 not exceed thi:
2. The third and fourth provisos omitted by sibéd. (w.e.f. £4-1989).

3.Subs.bys. 6bid,f or Al n thi s4188P)aused (w.e. f. 1

4. Ins. by Act 15 of 1965, s. 3 (w.e.f411962).

5. Subs. by Act 20 of 1974, s. 3 for the certain words (w.el{1262).

6. The proviso omitted by Act 4 of 1988, s. 6 (w.e-f-1989).

7. Ins. by Act 33 of 1996, s. 4 (w.e.f411997).

8. Ins. by Act 14 of 1982, s. 4 (w.e.f411978).

9 Subs. by Act 67 of 1984:41978). 4 f o f
1 f

. perannuationo
0. Subs. by Act 27 of 19#41989).s. 6 t

mont hso (w. ¢
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the periodof ten months immediately preceding his retirem¥mthether on superannuatjoor
otherwise,q[subject to such limit as the Central Government nmy notification in the Official
Gazette, specify in this behalf having regard to the limit applicable in this behalf to the employees of
that Government]:

Providedthat where any such payments are received by an employee from more than one
employer in the same previous year, the aggregate amount exempt from-tagamneler this sub
clause’[shall not exceed the limit so specified]:

Provided furthethat where any s payment or payments was or were received in any one or
more earlier previous years also and the whole or any part of the amount of such payment or
payments was or were not included in the total income of the assessee of such previous year or years,
the amount exempt from incorsax under this sublause’[shall not exceed the limit so specified)],
as reduced by the amount or, as the case may be, the aggregate amount not included in the total
income of any such previous year or years.

A% * * * *

Explanationd For the purposes of sudbause if),0

>+ the entitlement to earned leave of an employee shall not exceed thirty days for every year of
actual service rendered by him as an employee of the employer from whose service he has retired,;

B * * * *

’[(10B) any compensation received by a workman under the Industrial Disputes Act, 1947 (14 of
1947), or under any other Act or Rules, orders or notifications issued thereunder or under any
standing orders or under any award, contract of servicetlerwise, %[at the time of his
retrenchment:

Providedthat the amount exempt under this clause shall not eiceed

(i) an amount calculated in accordance with the provisions of clausé gection 25F of the
Industrial Disputes Act, 1947 (14 of 1940y,

9[(ii) such amount, not being less than fifty thousand rupees, as the Central Government may,
by natification in the Official Gazette, specify in this behalf,]

whichever is less:

Provided furthethat the preceding proviso shall not apply in respecarof compensation
received by a workman in accordance with any scheme which the Central Government may, having
regard to the need for extending special protection to the workmen in the undertaking to which such
scheme applies and other relevant circumstraggrove in this behalf.]

2bs. by Act 67 of 1984, s41978). for fAon superannuationo(w.

Subs. by Act 4 of 1988, s. 6, fo#1988).hirty thousand r u|
.Subs.bys.6bid. , for fAshall not excee7¥B6)hirty thousand rupeeso

. The third and fourth provisos omitted by sbigl. (w.e.f. £7-1986).

The br ack)ed so mintdtibél.dwyed. - 2EF6). 6

. Clausei{) omitted by s. 6ibid., (w.e.f. 1:7-1986).

. Ins. by Act 25 of 1975, s. 3 (w.e.f411976).

. Subs. by Act 32 of 1985, s. 4, for certain words (w.e4:1D86).

. Subs. by Act 4 of 1988, s. 6, for sdlause if) (w.e.f. £4-1989).
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Explanationd For the purposes of this cladse

(a) compensation received by a workman at the time of the closing down of the undertaking
in which he is employed shall be deemed to be compensation received at the time of his
retrenchment;

(b) compensation received by a workman, at the time of the transfer (whether by agreement
or by operation of law) of the ownership or management of the undertaking in which he is
employed from the employer in relation to that undertaking tonaeraployer, shall be deemed
to be compensation received at the time of his retrenchndent if

(i) the service of the workman has been interrupted by such transfer; or

(ii) the terms and conditions of service applicable to the workman after such transfer are
in any way less favourable to the workman than those applicable to him immediately before
the transfer; or

(iii) the new employer is, under the terms of such transfer or otherwise, legally not liable
to pay to the workman, in the event of his retrenchmampensation on the basis that his
service has been continuous and has not been interrupted by the transfer;

(©) the expressions fAemployerdo and fAwor kman
Industrial Disputes Act, 1947 (14 of 1947);]

[(10BB any paynents made under the Bhopal Gas Leak Disaster (Processing of Claims) Act,
1985 (21 of 1985), and any scheme framed thereunder except payment made to any assessee in
connection with the Bhopal Gas Leak Disaster to the extent such assessee has been allowed a
deduction under this Act on account of any loss or damage caused to him by such disaster;]

[(10BQ any amount received or receivable from the Central Government or a State Government
or a local authority by an individual or his legal heir by way of cengation on account of any
disaster, except the amount received or receivable to the extent such individual or his legal heir has
been allowed a deduction under this Act on account of any loss or damage caused by such disaster.

Explanationd For the purpos of t hi s ¢l ause, the expressi ol
assigned to it under clausd) of section 2 of the Disaster Management Act, 2005 (53 of 2005);]

¥(100) “[any amount received or receivable by an employe® of]
(i) a public sector compgnor
(i) any other company; or
(iif) an authority established under a Central, State or Provincial Act; or
(iv) a local’[authority; or]

®[(v) a cooperative society; or

1. Ins. by Act 18 of 1992, s. 4 (w.e.£411992).

2. Ins. by Act 22 of 2007, s. 6 (w.e.£412005).

3. Subs. by Act 38 of 1993, s. 3, for claus@q) (w.e.f. £4-1993).

4. Subs. by Act 32 of 2003, s. 6 fo4&200@)any amount receivVve:
5. Subs. by Act 32 of 19995). s. 6, for Aauthority, o (w.e./
6. Ins. by s. 6ibid. (w.e.f. 14-1995).
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(vi) a Universityestablished or incorporated by or under a Central, State or Provincial Act
and an institution declared to be a University under section 3 of the University Grants
Commission Act, 1956(3 of 1956); or

(vii) an Indian Institute of Technology within the mewnof clause @) of section 3 of the
Institutes of Technology Act, 1961 (59 of 1961); or

![(viia) any State Government; or]
?[(viib) the Central Government; or]

*[(viic) an institution, having importance throughout India or in any State or Statte as
Central Government may, by notification in the Official Gazette, specify in this behalf; or]

(viii) such institute of management as the Central Government may, by notification in the
Official Gazette, specify in this behalf,]

“fon his °[voluntary retrement} or termination of his service, in accordance with any scheme or
schemes of voluntary retirement or in the case of a public sector company referred to in
subclause i), a scheme of voluntary separation, to the extent such amoesindb exceed five lakh
rupeesy:

Providedthat the schemes of the said companies or authdffitiesocieties or Universities or the
Institutes referred to in sutlauses \(ii) and (iii)], as the case may be, governing the payment of
such amount are fragd in accordance with such guidelines (includirtgr aliacriteria of economic
viability) as may be prescribétt+:

Provided furthethat where exemption has been allowed to an employee under this clause for any
assessment year, no exemption thereusldalt be allowed to him in relation to any other assessment
year:]

¥Provided alsdhat where any relief has been allowed to an assessee seutien 8%or any
assessment year in respect of any amount received or receivable on his voluntary retirement or
termination of service or voluntary separation, no exemption under this clause shall be allowed to him
in relation to such, or any other, assessment year;]

[(10CQ in the case of an employee, being an individual deriving income in the nature of a
perquiste, not provided for by way of monetary payment, within the meaning of clausé gection
17, the tax on such income actually paid by his employer, at the option of the employer, on behalf of
such employee, notwithstanding anything contained in se@@ih of the Companies Act, 1956
(1 of 1956);]

. Ins. by Act 14 of 2001, s. 5 (w.e.£412002).

. Ins. by s. 5ipid, (w.e.f. £4-2002).

. Ins. by Act 20 of 2002, s. 4 (w.e.£412002).

Subs. by Act 32 of 2003, S . 6, F4e2004)A a t the time of hi:
. Subs. by Act 10 of 2000, s. 5, for certain words (w.e4£2D01).

. Ins. by Act 32 of 1994, s. 6 (w.e.f411995).

. The certain words bracketscafigures omitted by Act 10 of 2000, s. 5 (w.e#4-2001).

. Ins. by Act 33 of 2009, s. 4 (w.e.f412010).

. Ins. by Act 20 of 2002, s. 4 (w.e.£412003).
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[(10D) any sumreceived under a life insurance policy, including the sum allocated by way of
bonus on such policy, other tiéan

(@) any sum received under sabction B8) of section 80DDor subsection (3) of
section 80DDA; or

(b) any sum received under a Keyman insurance policy; or

(c) any sum received under an insurance policy issued on or after the 1st day of April, 2003
’[but on or before the 31st day of March, 2012] in respect of which the premium payable for any
of the years during the term of the policy exceeds tweetycent.of the actual capital sum
3assured:; or]

“[(d) any sum received under an insurance polioaygdson or after the 1st day of April, 2012
in respect of which the premium payable for any of the years during the term of the policy
exceeds teper centof the actual capital sum assured:]

Providedthat the provisions ofsub-clausesd) and ¢))] shall not apply to any sum received
on the death of a person:

Provided furthethat for the purpose of calculating the actual capital sum assured under
*[subclause€)], effect shall be given to tHfEExplanationto subsection 8) of section 80Qr
the Explanationto subsection RA) of section 88as the case may be:]

[Provided alsdhat where the policy, issued on or after the 1st day of April, 2013, is for
insurance on life of any person, whé is

(i) a person with disability or a person with sewéisability as referred to isection 80y
or

(i) suffering from disease or ailment as specified in the rules made under
section 80DDB

the provisions of this sub| ause shall have ef fpgrcand ,ast hd wWaonr
fi fteedpercen® had been substituted. ]

8 Explanation ]Jd For the purposes of this <cl ause, n K
insurance policy taken by a person on the life of another person who is or was the employee of the
first-mentioned person or ier was connected in any manner whatsoever with the business of the
first-mentioned personfand includes such policy which has been assigned to a person, at any time
during the term of the policy, with or without any consideration;]

[Explanation 25 Forthe purposes of sutlaused) , t he expression fact u:
shall have the meaning assigned to it inEkplanationto subsection BA) of section 80C;]

. Subs. by Act 32 of 2003, s. 6, for clause) (w.e.f. £4-2004).

. Ins. by Act 23 0of @12, s. 5 (w.e.f. 4-2013).

.Subs.bys.8bid, for fAassu208do (w.e.f. 1

. Ins. by s. 5ipid. (w.e.f. :4-2013).

.Subs.bys.8bid. , for-chabbse04308B).e. f. 1

Subs. by ActExfil@ationfo suBsedidhpA) s of 4 sfeatt i @00063.80 (w. e. f. 1
. Ins. by Act 17 of 2013, s. 5 (w.e.f412014).

. Explanationrenumbered aBxplanationl thereof by Act 23 of 2012, s. 5 (w.e.f412013).

. Ins. by s. 5ipid. (w.e.f. 1:4-2013).
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(1) any paymenfrom a provident fund to which the Provident Funds Act, 1925 (19 of 1925),
applies'or from any other provident fund set up by the Central Government and notified by it in this
behalf in the Official Gazette];

[(11A) any payment from an account, operiedaccordance with the Sukanya Samriddhi
Account Rules, 201made under the Government Savings Bank Act, 1873 (5 of 1873);]

(12) the accumulated balance due and becoming payable to an employee participating in a
recognised provident fund, to the extentyided in rule 8 of Part A of the Fourth Schedule ;

%[(12A) any payment from the National Pension System Trust ffassesseedn closure of his
account or on his opting out of the pension scheme referred to in section 80CCD, to the extent it does
not exeed fortyper centof the total amount payable to him at the time of such closure or his opting
out of the schemg;

°[(12B) any payment from the National Pension System Trust to an employee under the pension
scheme referred to in section 80CCD, on pawitidrawal made out of his account in accordance with
the terms and conditions, specified under the Pension Fund Regulatory and Development Actthority
2013 (23 of 2013) and the regulations made thereunder, to the extent it does not exceed
twentyfive per centof the amount of contributions made by him;]

®[(13) any payment from an approved superannuation fund énade
(i) on the death of a beneficiary; or

(i) to an employee in lieu of or in commutation of an annuity on his retirement at or after a
speified age or on his becoming incapacitated prior to such retirement; or

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

(iv) by way of refund of contributions to an employee on his leaving the service in connection
with which the fund is established otherwise than by retirement at or after a specified age or on
his becoming incapacitated prior to such retirement, to the extent to which such payment does not
exceed the contributions made prior to the commencement of this Act mndnizrest
"[thereonor]

¥[(v) by way of transfer to the account of the employee under a pension scheme referred to in
section 80CCIand notified by the Central Governmént;

¥(13A any special allowance specifically granted to amsessee by his employer to meet
expenditure actually incurred on payment of rent (by whatever name called) in respect of residential
accommodation occupied by the assessee, to such &xteas may be prescribeaving regard to
the area or place which such accommodation is situate and other relevant considerations.]

Y Explanationd For the removal of doubts, it is hereby declared that nothing contained in this
clause shall apply in a case whigre

(a) the residential accommodation occupied by thessse is owned by him ; or

(b) the assessee has not actually incurred expenditure on payment of rent (by whatever name

called) in respect of the residential accommodation occupied by him;]
1(14) (i) any such special allowance or benefit, not being im#tiare of a perquisite within the
meaning of clause?] of section 17, specifically granted to meet expenses wholly, necessarily and

1. Ins. by Act 19 01968, s. 30 and the third Schedule (w.e-4-1969).

2. Ins. by Act 20 of 2015, s. 7 (w.e.f412015).

3. Ins. by Act 28 of 2016, s. 7 (w.e.£412017).

4. Subs. by Act 13 of 2&20H9). s. 5, for fAemployeed (w.e.f.
5. Ins. by Act 7 of 2017, s. @v.e.f. 1:4-2018).

6. Subs. by Act 10 of 1965, s. 6 (w.r.e.f411962).

7. Subs. by Act 28 of 242018), s.7, for fAthereono (w.e.f. 1
8. Ins. by Act 13 of 1964, s. 3 (w.e.£16-1964).

99 The words fA(not exceedi ngedbp2dof 1986 s 8(v.e 198U pees per mont
10. TheExplanationinserted by Act 67 of 1984, s. 4 (w.e.f441976).

11. Subs. by Act 4 of 1988, s. 6, for claudd)((w.e.f. 24-1989).
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exclusivelyincurred in the performance of the duties of an office or employment of pfagitmay
be prescribed], to thextent to which such expenses are actually incurred for that purpose;

(i) any such allowance granted to the assessee either to meet his personal expenses at the place
where the duties of his office or employment of profit are ordinarily performed byphanthe place
where he ordinarily resides, or to compensate him for the increased cost of?aéngyay be
prescribed and to the extent as may be prescribed]:]

¥Providedthat nothing in sulzlause if) shall apply to any allowance in the nature ofspeal
allowance granted to the assessee to remunerate or compensate him for performing duties of a special
nature relating to his office or employment unless such allowance is related to the place of his posting
or residence;]

A% * * * *

(15) °[(i) income by way of interest, premium on redemption or other payment on such securities,
bonds, annuity certificates, savings certificates, other certificates issued by the Central Government
and deposits as the Central Government may, by notification i@ffieal Gazette, specify in this
behalf, subject to such conditions and limits as may be specified in the said notification;

®[(iib) [in the case of an individual or a Hindu undivided family,] interest on such Capital
Investment Bonds as the Central ®@ovment may, by notification in the Official Gazette, specify in
this behalf:]

¥ Providedthat the Central Government shall not specify, for the purposes of thidaige, such
Capital Investment Bonds on or after the 1st day of June, 2002;]

%[(iic) in the case of an individual or a Hindu undivided family, interest on such Relief Bonds as
the Central Government may, by notification in the Official Gazette, specify in this behalf;]

'9(iid) interest on such bonds, as the Central Government may, by nimtifiéa the Official
Gazette, specify, arisingdo

(a) a nonresident Indian, being an individual owning the bonds; or

(b) any individual owning the bonds by virtue of being a nominee or survivor of the non
resident Indian; or

(c) any individual to whonthe bonds have been gifted by the mesident Indian:

Providedthat the aforesaid bonds are purchased by aeident Indian in foreign exchange and
the interest and principal received in respect of such bonds, whether on their maturity or otrerwise, i
not allowable to be taken out of India:

Provided furthethat where an individual, who is a nogsident Indian in any previous year in
which the bonds are acquired, becomes a resident in India in any subsequent year, the provisions of
this subclause sall continue to apply in relation to such individual:

1. Subs. by Act 22 of 1995, s .nodt,i ffiocratfiaosn tihne tCheen tQfafli cG oa
1-7-1995).

2. Subs. by s. 4bid.,,f or fias the Centr al Government may, by notific
specified in the-19%tificationo (w.e.f. 1

3. Added byAct 36 of 1989, s. 4 (w.e.f-4-1989).

4. Clause 14A) omitted by Act 20 of 2002, s. 4 (w.e.£412003).

5. Subs. by Act 4 of 1988, s. 6, for clauge ((a), (ib), (i) and (ia) (w.e.f. £4-1989).

6. Ins. by Act 14 of 1982, s. 4 (w.e.f411983).

7.Subs. by Act 11 of 1983, s. 5, -41888). ii nterest or such ca

8. Ins. by Act 20 of 2002, s. 4 (w.e.f412003).

9. Ins. by Act 26 of 1988, s. 4 (w.e.f411989).

10. Ins. by Act 3 of 1989, s. 4 (w.e.£411989).
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Provided alsothat in a case where the bonds are encashed in a previous year prior to their
maturity by an individual who is so entitled, the provisions of thisdabse shall not apply to such
individual in relation to the assessment year relevant to such previous year:

![Provided alsdhat the Central Government shall not specify, for the purposes of thidasise,
such bonds on or after the 1st day of June, 2002.]

Explanationd For the purposes dhis subc | au s e, t h e -reexsprdeesnsti olnn di na
have the meaning assigned to it in clag®{ section 115C;]

(i) interest on securities held by the Issue Department of the Central Bank of Ceylon constituted
under the Ceylon Monetary Law Hd 949;

’[(iiia) interest payable to any bank incorporated in a country outside India and authorised to
perform central banking functions in that country on any deposits made by it, with the approval of the
Reserve Bank of India, with any scheduled bank.

Explanationd For the purposes of this sgbl au s e, Aschedul ed bank?o
assigned to it if[clause i) of theExplanationto clause \iia) of subsection {) of section 3§]

“[(iiib) interest payable to the Nordic Investment Bank, beingultilateral financial institution
constituted by the Governments of Denmark, Finland, Iceland, Norway and Sweden, on a loan
advanced by it to a project approved by the Central Government in terms of the Memorandum of
Understanding entered into by ther@ral Government with that Bank on the 25th day of November,
1986;]

*[(iiic) interest payable to the European Investment Bank, on a loan granted by it in pursuance of
the frameworkagreement for financial eoperation entered into on the 25th day of Nobem 1993
by the Central Government with that Bank;]

(iv) interest payabi@

°[(a) by Government or a local authority on moneys borrowed by it before the 1st day of
June, 2001 from, or debts owed by it before the 1st day of June, 2001 to, sources dalitside In

(b) by an industrial undertaking in India on moneys borrowed by it Uifi@éoan agreement
entered into before the 1st day of June, 2001 with any such financial institution] in a foreign
country as may be approved in this behalf by the Central i@ment by general or special
order;

(c) by an industrial undertaking in India on any moneys borrowed or debt incurred by it
8before the 1st day of June, 2001] in a foreign country in respect of the purchase outside India of
raw materialslor components] or capital plant and machinéffto the extent to which such
interest does not exceed the amount of interest calculated at the rate approved by the Central
Government in this behalf, having regard to the terms of the loan or debt andyteeaph
[*[Explanationl]d For t he purposes of this item, fApur
includes the purchase of such capital plant and machinery underpuitchase agreement or a lease
agreement with an option to purchase such plant autimery]

1. Ins. by At 20 of 2002, s. 4 (w.e.f-4-2003).

2. Ins. by Act 32 of 1985, s. 4 (w.e.f411985).

3 Subs. by Act 4 Explanatibreo&l8usei(i} of sulis@cton 6) f corf fstelce | 4-01989.10 (w. e.

4. Ins. by Act 54 of 2003, s. 2 (w.e.f412001).

5. Ins. by Act 23 of 2004, s. 5 (w.e.£412005).

6. Subs. by Act 14 of 2001, s. 5, for itea) (w.e.f. £4-2002).

7. Subs. by s. 8bid. for fla | oan agreement en

8.Subs.by.s5,ibid. , for fAmoneys borr owe d-4-2002).

9. Ins. by Act 11 of 1983, s. 5 (w.e.£411983).

10. Subs. by Act 5 of 1964, S . 6, for fAin any case wher
regardtda t s terms generally and in par #i9%4). ar to the ter ms

11.Explanationrenumbered aBxplanationl thereof by Act 54 of 2003, s. 2 (w.e.f411962).

tered -420020 with any s
debt incurred by ito
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Explanation2.8 For the removal of doubts, it is hereby declared that the usance interest payable

outside India by an undertaking engaged in the business ebi#aging in respect of purchase of a
ship from outside India shall be deemed totle interest payable on a debt incurred in a foreign
country in respect of the purchase outside Ihdia;

’[(d) by the Industrial Finance Corporation of India established by the Industrial Finance
Corporation Act, 1948 (15 of 1948), or the Industrial Depaient Bank of India established
under the Industrial Development Bank of India Act, 1964 (18 of 19f%)the Exportimport
Bank of India established under the Exgamport Bank of India Act, 1981 (28 of 1981[pr the
National Housing Bank establisth@nder section 3 of the National Housing Bank Act, 1987 (53
of 1987),]°[or the Small Industries Development Bank of India established under section 3 of the
Small Industries Development Bank of India Act, 1989 (39 of 1989),] or the Industrial Credit and
Investment Corporation of India [a company formed and registered under the Indian Companies
Act, 1913 (7 of 1913)], offany moneys borrowed by it from sources outside Indiabefore the 1st
day of June, 2001], to the extent to which such interest does oet¢dxhe amount of interest
calculated at the rate approved by the Central Government in this behalf, having regard to the
terms of the loan and its repayment;]

(e) by any other financial institution established in India or a banking company to which the
Banking Regulation Act, 1949 (10 of 1949), applies (including any bank or banking institution
referred to in section 51 of that Act), 8iany moneys borrowed by it from sources outside India
before the 1st day of June, 2001] under a loan agreement apgorpvibe Central Government
where the moneys are borrowed either for the purpose of advancing loans to industrial
undertakings in India for purchase outside India of raw materials or capital plant and machinery
or for the purpose of importing any goods @rhthe Central Government may consider necessary
to import in the public interest, to the extent to which such interest does not exceed the amount of
interest calculated at the rate approved by the Central Government in this behalf, having regard to
the tems of the loan and its repayment;]

“[(f) by an industrial undertaking in India on any moneys borrowed by it in foreign currency
from sources outside India undéa loan agreement approved by the Central Government before
the 1st day of June, 2001] havirggard to the need for industrial development in India, to the
extent to which such interest does not exceed the amount of interest calculated at the rate
approved by the Central Government in this behalf, having regard to the terms of the loan and its
repayment;

°[(fa) by a scheduled banR** [to a nonresident or to a person who is not ordinarily
resident within the meaning of sglction 6) of section §on deposits in foreign currency where
the acceptance of such deposits by the bank is approubd Reserve Bank of India.

YExplanatond For t he purposes of this item, the ex

Bank of India constituted under the State Bank of India Act, 1955 (23 of 1955), a subsidiary bank as
defined in the State Bank of Ind{&ubsidiary Banks) Act, 1959 (38 of 1959), a corresponding new
bank constituted under section 3 of the Banking Companies (Acquisition and Transfer of
Undertakings) Act, 1970 (5 of 1970), or under section 3 of the Banking Companies (Acquisition and
Transfe of Undertakings) Act, 1980 (40 of 1980), or any other bank being a bank included in the
Second Schedule to the Reserve Bank of India Act, 1934 (2 of 1934), but does not include a
co-operative bank;

. Ins. by Act 54 of 2003 s. 2, (w.e.f411962).
. Ins. by Act 26 01974, s. 2 (w.e.f.-8-1973).
. Ins. by Act 11 of 1983, s. 5 (w.e.f411983).
. Ins. by Act 49 of 1991, s. 5 (w.e.£411991).
. Ins. by Act 18 of 1992, s. 4 (w.e.£411992).

. Ins. by Act 66 of 1976, s. 5 (w.e.f611976).

Co~NOOOhWNE

. Ins. by Act 49 of 1991, s. 5 (w.e.£411991).

10. The words figures and |l etters fAbefore th-420063t day
11. Ins. by Act 38 of 1993, s. 3 (w.e.f411993).

12. Subs. by Ac22 of 2007, s. 6, for thExplanation(w.e.f. 1:4-2007).
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Subs. by, Act 14 of 2001 s. 5, for fAaf #4@MH. agreement



[(g) by a publiccompany formed and regiséef in India with the main object of carrying on
the business of providing lortgrm finance for construction or purchase of houses in India for
residential purposed[being a company eligible for deduction under clausi) (of subsection
(1) of section36on any moneys borrowed by it in foreign currency from sources outside India
under’[a loan agreement approved by the Central Government before the 1st day of June, 2003],
to the extent to which such interest does not exceed the amount of interdsttexdlatithe rate
approved by the Central Government in this behalf, having regard to the terms of the loan and its
repayment.]

Explanationd For the purposes dfitems ), (fa) and @) ] , the expression A

shall have the meaning assigned to it in thiforeign Exchange Management Act, 1999
(42 of 1999)];]

®[(h) by any public sector company in respect of such bonds or debentures and subject to such
condiions, including the condition that the holder of such bonds or debentures registers his name
and the holding with that company, as the Central Government may, by notification in the
Official Gazette, specify in this beh3lf;

’[(i) by Government on depasitmade by an employee of the Central Government or a State
Government®[or a public sector company], in accordance with such scheme as the Central
Government may, by notification in the Official Gazette, frame in this behalf, out of the moneys
due to him @ account of his retirement, whether on superannuation or otherwise.]

[*[Explanation1].6 For the purposes of thissabl ause, the expression #f

means any undertaking which is engagéd in

(a) the manufacture or processing of goods; o

"(aa) the manufacture of computer software or recording of programme on any disc, tape,
perforated media or other information device; or]

(b) the business of generation or distribution of electricity or any other form of power; or
(ba) the businesef providing telecommunication services; or]

(c) mining; or

(d) the construction of ships; or

¥(da) the business of shipreaking; or]

4[(e) the operation of ships or aircrafts or construction or operation of rail systems.]]

Explanation1A.d For the puposes of thissub| ause, the expression
include interest paid on delayed payment of loan or on default if it is in excess pétwent.
per annum over the rate of interest payable in terms of such loan.]

"9 Explanation2.d Forthepur poses of this clause, the exp
transaction charges on account of currency fluctuation;]

N -
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10
11
12
13
14
15
16

. Ins. by Act 11 of 1983, s. 5 (w.e.f411983).

Subs. by Act 10 of 2000, s. 5, for fAbeing a caoimMpany a
of subsection)ofs ect i on 348@0)( w. e. f . 1

Subs. by Act 32 of 2003, s. 6, for fa @MW agreement
Subs. by Act 49 aondfg) & 90 W41094) . 51 for HAitems (

. Subs. by Act 17 of 2013, s.4,fot he For ei gn Exchange Regul a42018n Act , 1973
. Ins. by Act 11 of 1987, s. 4 (w.e.£411987).
. Ins. by Act 13 of 1989, s. 4 (w.e.f411990).
. Ins. by Act 12 of 1990, s. 5 (w.e.£411991).
. Ins. by Act 49 of 199%. 5 (w.e.f. 14-1991).

.Explanationrenumbered aBxplanationl thereof by the Act 27 of 1999, s. 6 (w.e#4-2000).
. Ins. by Act 21 of 1998, s. 5 (w.e.f411999).

. Ins. by 26 of 1997, s. 3 (w.e.f411998).

. Ins. by Act 54 of 2003, s.(%.e.f. 1:4-1991).

. Subs. by Act 33 of 1996, s. 4, for clavge((v.e.f. £4-1997).

. Subs. by Act 24 of 2001, s. 5, fBxplanation 1A(w.e.f. 1:4-2002).

. Ins. by Act 27 of 1999, s. 6 (w.e.f412000)
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(v) interest od

(a) securities held by the Welfare Commissioner, Bhopal Gas Victims, Bhopal, in the
Reserve Bank's SGL AccouNb. SL/DH 048;

(b) deposits for the benefit of the victims of the Bhopal gas leak disaster held in such
account, with the Reserve Bank of India or with a public sector bank, as the Central Government
may, by notification in the Official Gazette, speciiyhether prospectively or retrospectively but
in no case earlier than the 1st day of April, 1994 in this behalf.

Explanationd For the purposes of thissebl ause, the expression fApub
the meaning assigned to it in thgplanationto clause 23D);]

?[(vi) interest on Gold Deposit Bonds issued under the Gold Deposit Schemé[dr9@&posit
certificates issued under the Gold Monetisation Sche01] notified by the Central Government;

“[(vii) interest on bonds
(a) issued by a lad authority or by a State Pooled Finance Entity; and
(b) specified by the Central Government by notification in the Official Gazette.
Explanationd For the purposes of thissabl ause, the expression #fASt .

shall mean such entitwhich is set up in accordance with the guidelines for the Pooled Finance
Development Scheme notified by the Central Government in the Ministry of Urban Development;]

*[(viii) any income by way of interest received by a-nesident or a person who is natimarily
resident, in India on a deposit made on or after the 1st day of April, 2005, in an Offshore Banking
Unit referred to in clausau) of section 2 of the Special Economic Zones Act, 2@860f 2005)]

®[(15A) any payment made, by an Indian company engaged in the business of operation of
aircraft, to acquire an aircraft or an aircraft engine (other than a payment for providing spares,
facilities or services in connection with the operation of leased aircoaftlease from the
Government of a foreign State or a foreign enterprise under an agre8nfgnnot being an
agreement entered into between the 1st day of April, 1997 and the 31st day of March, 1999,] and]
approved by the Central Government in this behal

°[Providedthat nothing contained in this clause shall apply to any such agreement entered into on
or after the"[1st day of April, [2007]]

Explanationd For t he purposes of this clause, the e
who is a norresident;]

(16) scholarships granted to meet the cost of education;
Y(17) any income by way éf

(i) daily allowance received by any person by reason of his membership of Parliament or of
any State Legislature or of any Committee thertf*

Y¥(ii) any dlowance received by any person by reason of his membership of Parliament
under the Members of Parliament (Constituency Allowance) Rules, 1986;

M[(iii) any constituency allowance received by any person by reason of his membership of any
State Legislaturender any Act or rules made by that State Legislature;]]]

. Subs. by Act 22 of 1995, s. 4, for stlhuse ¥) (w.e.f. 24-1995).

. Ins. by Act 27 of 1999, s. 6 (w.e.£412000).

. Ins. by Act 28 of 2016, s. 7 (w.e.£412016).

. Subs. by Act 22 of 2007, s. 6, for stlause Yii) (w.e.f. 24-2008).

. Ins. by Act 28 0 2005, s. 27 and the sec8adedule (w.e.f. 22-2006).

. Subs. by Act 22 of 1995, s. 4, for clau$BA) (w.e.f. 14-1996).

. Ins. by 26 of 1997, s. 3 (w.e.£411998).

Subs. by Act 27 of d®Ww9qf sAp r6ifile4200B)F HO bew.oe ef t he 1

. Ins. by Act23 of 2004, s. 5 (w.e.f.-4-2006).

0. Subs. by Act 21 of 2006, s-42007). for Athe 1st day of A
11. Subs. by Act 46 of 1986, s. 3, for clauk@) (w.e.f. :4-1986).

12. The word fAanddo omitt eddl98)y Act 11 of 1987, s. 4 (w.e./
13. Subs. by s. 4bid., for subclause i) (w.e.f. 24-1986).

14. Subs. by Act 21 of 2006, s. 4, for stluse ii ) (w.e.f. £4-2007).
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(17A any paymeninade, whether in cash or in kidd,

(i) in pursuance of any award instituted in the public interest by the Central Government or
any State Government or instituted by any otiealy and approved by the Central Government
in this behalf; or

(i) as a reward by the Central Government or any State Government for such purposes as
may be approved by the Central Government in this behalf in the public interest;]

’[(18) any income by waofd

(i) pension received by an individual who has been in the service of the Central Government
or State Government and has been awarded fPa
Chakrao or such other gall ant rbyndifigsiondn thes t h
Official Gazette, specify in this behalf;

(i) family pension received by any member of the family of an individual referred to in
subclause ).

Explanationd For t he purposes of this cl| aumeanngt he
assigned to it in thExplanationto clause %);]

3% * * * *

“[(19) family pension received by the widow or children or nominated heirs, as the case may be,
of a member of the armed forces (including paibtary forces) of the Union, wherthe death of
such member has occurred in the course of operational duties, in such circumstances and subject to
such conditions, as may be prescribed;]

°[(19A) the annual value of any one palace in the occupation of a Ruler, being a palace, the annual
value whereof was exempt from incot#tax before the commencement of the Constitution
(Twenty-sixth Amendment) Act, 1971, by virtue of the provisions of the Merged States (Taxation
Concessions) Order, 1949, or the Part B States (Taxation Concessions) @B6egrl as the case
may be, the Jammu and Kashmir (Taxation Concessions) Order, 1958:

Providedthat for the assessment year commencing on the 1st day of April, 1972, the annual value
of every such palace in the occupation of such Ruler during the relpranbus year shall be
exempt from incom¢ax;]

(20) the income of a local authority which is chargeable under the®ttgad | nc ome fr om |
propertyo, fiCapital gainso or Alncome from oth
[which accrues or arises from the supply of a commodity or service (not being water or electricity)
within its own jurisdictional area or from the supply of water or electricity within or outside its own
jurisdictional area].

¥ Explanationd Forthe purposesofhi s ¢l ause, the exp®ession fl
(i) Panchayat as referred to in claudedf article 243 of the Constitution; or
(i) Municipality as referred to in clause) (©f article 243P of the Constitution; or

(iii ) Municipal Committee and Distt Board,

1. Subs. by Act 4 of 1988, s. 6, for claustEg4), (17B) and (8) (w.e.f. :4-1989).

2. Ins. by Act 27 of 299, s. 6 (w.e.f. 4-2000).

3. Clause 18A) omitted by Act 21 of 1998, s. 5 (w.e.£411999).

4. Ins. by Act 23 of 2004, s. 5 (w.e.£412005).

5. Ins. by Act 54 of 1972, s. 7 (w.e.f.-282-1971).

6. The words #fAlnterest 001988 setguuerf il198%).s 0 0 mi

7. Subs. by Act 32 of 1971, S . 4, for A
jurisdicti ondal®72)areao (w.e. f. 1

8. Ins. by Act 20 of 2002, s. 4 (w.e.f412003).

d by Act 26
h accrues or
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legally entitledto, or entrusted by the Government with, the control or management of a
Municipal or local fund; or

(iv) Cantonment Board as defined in section 3 of the Cantonments Act, 1924 (2 of 1924);]

1y * * * *

’[(21) any income of &[research association] for the time being approved for the purpose of
clause i) “[or clause ifi)] of subsection {) of section 35

Providedthat the’[research associatiah]

(a) applies its income, or accumulates it for applicatidmoiy and exclusively to the objects
for which it is established, and the provisions of-sabtion 2) and suksection 8) of section
11 shall apply in relation to such accumulation subject to the following modifications, némely:

(i) in subsection 2),0

1) the words, bracket s, | eta) @ clause)ofd f i g
subsection () read with theExplanationto thatsubs e ct i ono shal | be on

@ for the words Ato charitable orfrelicg
[ scientific research or research in soc
substituted,;

3 the reference to nhnadthgeofskwil begondbieflasaer o
reference to the fiprescr i bid dor cause ifijofi t y o
subsection {) of section 3%

(ii) in subsection 8),inclauseq) , f or the words ficharitabl
words fit h e °[guientifip cesearsh orresearch in social science or statistical
resear chhjubstitged;andl

®[(b) does not invest or deposit its funds, other ghan

(i) any assets held by tHfresearch association] where such assets form part of the
corpus of the fund of the association as on the 1st day of June, 1973,

(i) any assets (beimdgbentures issued by, or on behalf of, any company or corporation),
acquired by thé[research association] before the 1st day of March, 1983;

(iii) any accretion to the shares, forming part of the corpus of the fund mentioned in
subclause i), by way ofbonus shares allotted to tfjeesearch association];

(iv) voluntary contributions received and maintained in the form of jewellery, furniture or
any other article as the Board may, by notification in the Official Gazette, specify,

for any period duringhe previous year otherwise than in any one or more of the forms or modes
specified in suksection §) of section 11]

’[Provided furthethat the exemption under this clause shall not be denied in relation to voluntary
contribution, other than voluntarypwtribution in cash or voluntary contribution of the nature referred

1. Clause Z0A) omitted by Act 20 of 2002, s. 4 (w.e.F412003).
2. Subs. by Act 3 of 1989, s. 4, for claugd)((w.e.f. :4-1990). Earlier Clause2() amended by Act 11 of 1983, s. 5
(w.e.f. :4-1984) and then omitted by Act 4 of 1988, s. 6 and latstored by Act 3 of 1989, s. 95 (w.e.f411989).
3. Subs. by Act 14 of 2010, S . H-201%).or fiscientific resear
4. Ins. by s. 5ibid. (w.e.f. 24-2011).
5.Subs.bys.8bid. , for fAscienti4Rdl). researcho (w.e. f. 1
6. Subs. by Act 18 of 1992, s. 4, for clause(v.e.f. £4-1990).
7. Subs. by Act 49 of 199141990). 5, for AProvided furthero
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to in clause(b) of the first proviso to this clause, subject to the condition that such voluntary
contribution is not held by th§research association], otherwise than in any one oe mibthe forms

or modes specified in stdection §) of section 11 after the expiry of one year from the end of the
previous year in which such asset is acquired or the 31st day of March, 1992, whichever is later:

Provided alsothat nothing contained ithis clause shall apply in relation to any income of the
![research association], beg profits and gains of business, unless the business is incidental to the
attainment of its objectives and separate books of account are maintained by it in respett of
business:]

’[Provided alsdhat where thé[research association] is approved by the Central Government and
subsequently that Government is satisfied@hat

(i) the Y[research association] has not applied its income in accordance with the provisions
contained in clausey) of the first proviso; or

(i) the'[research association] has not invested or deposited its funds in accordance with the
provisions contained in clausi) (f the first proviso; or

(iii ) the activities of thé[research associatioale not genuine; or

(iv) the activities of thé[research association] are not being carried out in accordance with all
or any of the conditions subject to which such association was approved,

it may, at any time after giving a reasonable opportunityhofving cause against the proposed
withdrawal to the concerned association, by order, withdraw the approval and forward a copy of
the order withdrawing the approval to such association and to the Assessing Officer;]

3x * * * *

“[(22B) any income oBuch news agency set up in India solely for collection and distribution of
news as the Central Government may, by natification in the Official Gazette, specify in this behalf:

Providedthat the news agency applies its income or accumulates it for ajmplicatiely for
collection and distribution of news and does not distribute its income in any manner to its members:

Provided furthethat any notification issued by the Central Government under this clause shall, at
any one time, have effect for such assesnt year or years, not exceeding three assessment years
(including an assessment year or years commencing before the date on which such notification is
issued) as may be specified in the notification:]

’[Provided alsdhat where the news agency has bspecified, by notification, by the Central
Government and subsequently that Government is satisfied that such news agency has not applied or
accumulated or distributed its income in accordance with the provisions contained in the first proviso,
it may, atany time after giving a reasonable opportunity of showing cause, rescind the notification
and forward a copy of the order rescinding the notification to such agency and to the Assessing
Officer;]

Sx * * * *

1. Subs. by Act 14 of 2010, S . H-201%).or fiscientific resear
2. Ins. by Act 20 02002, s. 4 (w.e.f.-8-2003).
3. ClauseZ2) and @2A) omitted by Act 21 of 1998, s. 5 (w.e.£411999).
4. Ins. by Act 32 of 1994, s. 6 (w.e.f411994).
5. Clause Z3) omitted by Act 20 of 2002, s. 4 (w.e.f-412003). Earlier Clause28) omitted by At 4 of 1988, s. 6
(w.e.f. :4-1989) and then restored by Act 3 of 1989, s. 95 (w.e41989).
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(23A) any income (other than income chargeable under the®*h¢ad il ncome fr om
propertyo or any income received for rendering
dividends derived from its investments) of an association or institutiablessted in India having as
its object the control, supervision, regulation or encouragement of the profession of law, medicine,
accountancy, engineering or architecture or such other profession as the Central Government may
specify in this behalf, frommie to time, by notification in the Official Gazette:

ProvidedthaH

(i) the association or institution applies its income, or accumulates it for application, solely
to the objects for which it is established; and

(ii) the association or institution ierfthe time being approved for the purpose of this clause
by the Central Government by general or special order:]

3Provided furthethat where the association or institution has been approved by the Central
Government and subsequently that Governmeratisfied thad

(i) such association or institution has not applied or accumulated its income in accordance
with the provisions contained in the first proviso; or

(i) the activities of the association or institution are not being carried out in accowd#imce
all or any of the conditions subject to which such association or institution was approved,

it may, at any time after giving a reasonable opportunity of showing cause against the proposed
withdrawal to the concerned association or institution, byrowighdraw the approval and forward a

copy of the order withdrawing the approval to such association or institution and to the Assessing
Officer;]

“[(23AA any income received by any person on behalf of any Regimental Fund ePubic
Fund establishedytthe armed forces of the Union for the welfare of the past and present members of
such forces or their dependants;]

°[(23AAA any income received by any person on behalf of a fund established, for such purposes
as may be notified by the Board in the GHicGazette, for the welfare of employees or their
dependants and of which fund such employees are members if such fund fulfils the following
conditions, namely

(a) the fund

(i) applies its income or accumulates it for application, wholly exdusively to the
objects for which it is established; and

(i) invests its funds and contributions and other sums received by it in the forms or
modes specified in sedection b) of section 11

(b) the fund is approved by thEPrincipal Commissioner o€ommissioner] in accordance
with the ruleamade in this behalf:

Providedthat any such approval shall at any one time have effect for such assessment year or
years not exceeding three assessment years as may be specified in the order of approval;]

. Ins. by Act 15 of 1965, s. 3 (w.e.f411962).

The words fAlnterest on securi t4188)Y oré6 omitted by Act
. Ins. by Act 20 of 2002, s. 4 (w.e.£412003).

. Ins. by Act 44 of 1980, s. 4 (w.e.f411962).

. Ins. by Act 22 of 1995, s. 4 (w.e.f411996).

Subs. by Act 25 of 20142013%.. 4, for ACommi ssionero (w.

OO WNE
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(23AMB) any income of a fund, by whatever name called, set up by the Life Insurance
Corporation of India on or after the 1st day of August, 1¥66any other insurer under a pension
schemep

(i) to which contribution is made by any person for the purpogeasfiving pension from
such fund;

(i) which is approved by the Controller of Insurarffer the Insurance Regulatory and
Development Authority established under sdotion () of section 3 of the Insurance
Regulatory and Development Authority Act, 1999 of 1999), as the case may be].

Explanationd For t he purposes of this «cl ause, t he
have the meaning assigned to it in claus®) (of section 2 of the Insurance Act, 1938
(4 of 1938);]

“[(23B) any income of arinstitution constituted as a public charitable trust or registered under
the Societies Registration Act, 1860 (21 of 1860), or under any law corresponding to that Act in force
in any part of India, and existing solely for the development of khadi or @ilfedystries or both, and
not for purposes of profit, to the extent such income is attributable to the business of production, sale,
or marketing, of khadi or products of village industries:

ProvidedthaH

(i) the institution applies its income, or accuatak it for application, solely for the
development of khadi or village industries or both; and

(i) the institution is, for the time being, approved for the purpose of this clause by the Khadi
and Village Industries Commission:

Provided furthethat theCommission shall not, at any one time, grant such approval for more
than three assessment years beginning with the assessment year next following the financial year in
which it is granted:

°[Provided alsdhat where the institution has been approved byKthedi and Village Industries
Commission and subsequently that Commission is satisfied that

(i) the institution has not applied or accumulated its income in accordance with the provisions
contained in the first proviso; or

(i) the activities of the ingtition are not being carried out in accordance with all or any of
the conditions subject to which such institution was approved,

it may, at any time after giving a reasonable opportunity of showing cause against the proposed
withdrawal to the concerned titsition, by order, withdraw the approval and forward a copy of the
order withdrawing the approval to such institution and to the Assessing Officer.]

Explanationd For the purposes of this clause,

() AKhadi and Village I ndust di and Vilagemmi s s

Industries Commission established under the Khadi and Village Industries Commission
Act, 1956 (61 of 1956);

i)y Akhadi 06 and Avillage industrieso have t
Act;]
°[(23BB any income of an authority (whether known as the Khadi and Village Industries Board

or by any other name) established in a State by or under a State or Provincial Act for the development
of khadi or village industries in the State.

1. Ins. by Act 33 of 1996, 4. (w.e.f. 24-1997).

2. Subs. by Act 14 of 2001, s-42082). for Aunder a pension s
3. Ins. by s. 5ibid. (w.e.f. £4-2002).

4. Ins. by Act 20 of 1974, s. 3 (w.e.f611974).

5. Ins. by Act 20 of 2002, s. 4 (w.e.£412003).

6. Ins.by Act 21 of 1979, s. 3 (w.e.f-4-1962).
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Explanationd For t h e purposes of t his cl ause, fikhad:i
meanings respectively assigned to them in the Khadi and Village Industries Commission Act, 1956
(61 of 1956);

(23BBA any income of any body or authority (whether or not a bodyam@te or corporation
sole) established, constituted or appointed by or under any Central, State or Provincial Act which
provides for the administration of any one or more of the following, that is to say, public religious or
charitable trusts or endowmenincluding maths, temples, gurdwaras, wakfs, churches, synagogues,
agiaries or other places of public religious worship) or societies for religious or charitable purposes
registered as such under the Societies Registration Act, 1860 (21 of 1860),athemlaw for the
time being in force:

Providedthat nothing in this clause shall be construed to exempt from tax the income of any trust,
endowment or society referred to therein;]

[(23BBB any income of the European Economic Community derived in Ingiavhy of
interest, dividends or capital gains from investments made out of its funds under such scheme as the
Central Government may, by notification in the Official Gazette, specify in this behalf.

Explanationd F o r the purposes ofcotnhoinsi cc |Caoursmeu,ni it FuWr
European Economic Community established by the Treaty of Rome of 25th March, 1957;]

’[(23BBQ any income of the SAARC Fund for Regional Projects set up by Colombo Declaration
issued on the 21st day of December, 1991 by the dHehdbtate or Government of the Member
Countries of South Asian Association for Regional Cooperation established on the 8th day of
December, 1985 by the Charter of the South Asian Assaociation for Regional Cooperation;]

(23BBD any income of the Secrefari of the Asian Organisation of the Supreme
Audi t I nstitutions-SEERETARIFATO asndieASOISKHe Soc
Act, 1860 (21 of 1860) fof[ten previous years relevant to the assessment years beginning on the
1st day of April, 2001 and ending on the 31st day of March, 2011];

(23BBB any income of the Insurance Regulatory and Development Authority established under
subsection () of section 3 of the Insurance Regulatory and Development Authority Act, 1999
(41 of 1999);]

°[(23BBH any income of the NortEastern Development Finance Corporation Limited, being a
company formed and registered under the Companies Act, 1956 (1 of 1956):

Providedthat in computing the total income of the NeBhstern DevelopmenEinance
Corporation Limited, the amount to the exterd of

(i) twenty per cent.of the total income for assessment year beginning on the 1st day of
April, 2006;

(ii) forty per cent.of the total income for assessment year beginning on the 1st day of
April, 2007;

(iii) sixty per cent.of the total income for assessment year beginning on the 1st day of
April, 2008;

(iv) eighty per cent.of the total income for assessment year beginning on the 1st day of
April, 2009;

(v) one hundregber centof the totalincome for assessment year beginning on the 1st day of
April, 2010 and any subsequent assessment year or years,

shall be included in such total income;]

1. Ins. by Act 38 of 1993, s. 3 (w.e.£411994).
2. Ins. by Act 33 of 1996, s. 4 (w.e.f411992).
3. Ins. by Act 14 of 2001, s. 5 (w.e.f412001).
4. Subs. by Act 22 of 2007, s. 6, for certain words, figaresletters (w.e.f.-#-2008).
5. Ins. by Act 29 of 2006, s. 3 (w.e.f412006).
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(23BBQ any incomeof the Central Electricity Regulatory Commission constituted under
subsection(1) of section 76 of the Electricity Act, 2003 (36 of 2003);]

’[(23BBH any income of the Pras&@harati (Broadcasting Corporation of India) established
under suksection {) of section 3 of the PrasBharati (Broadcasting Corporation of India) Act, 1990
(25 of 1990);]

%(230 any income received by any person on behdlf of
(i) the Prime Minister's National Relief Fund; or
(i) the Prime Minister's Fund (Promotion of Folk Art); or
(iii) the Prime Minister's Aid to Students Fund; or
“[(ilia) the NationaFoundation for Communal Harmony; or]
*[(iiiaa) the Swachh Bharat Kosh, set up by the Central Government; or
(iiaaa) the Clean Ganga Fund, set up by the Central Government; or]

°l(iiaaaa) t he Chi ef Ministerdés RelieffFindand or
respect of any State or Union territory as referred to inctalse ifihf) of clause 4) of
subsection R) of section 80G; or

‘[(iiiab) any university or other educational institution existing solely for educational
purposes and ndor purposes of profit, and which is wholly or substantially financed by the
Government; or

(iilac) any hospital or other institution for the reception and treatment of persons suffering
from illness or mental defectiveness or for the reception and trefatofepersons during
convalescence or of persons requiring medical attention or rehabilitation, existing solely for
philanthropic purposes and not for purposes of profit, and which is wholly or substantially
financed by the Government.

8[Explanationd For the purposes of sutlauses i{iab) and {iiac), any university or other
educational institution, hospital or other institution referred therein, shall be considered as being
substantially financed by the Government for any previous year, if the Govergraahto such
university or other educational institution, hospital or other institution exceeds such percentage of
the total receipts including any voluntary contributions, as may be prescribed, of such university
or other educational institution, hospitar other institution, as the case may be, during the
relevant previous year;] or

(ililad) any university or other educational institution existing solely for educational purposes
and not for purposes of profit if the aggregate annual receipts of sudrsityivor educational
institution do not exceed the amount of annual receipts as may be prescribed; or

(iiiae) any hospital or other institution for the reception and treatment of persons suffering
from illness or mental defectiveness or for the receptiod treatment of persons during
convalescence or of persons requiring medical attention or rehabilitation, existing solely for
philanthropic purposes and not for purposes of profit, if the aggregate annual receipts of such
hospital or institution do not eged the amount of annual receipts as may be prescribed; or]

Ins. by Act 22 of 2007, s. 6 (w.e.£412008).
Ins. by Act 23 of 2012, s. 5 (w.e.£412013).
Ins. by Act 41 of 1975, s. 3 (w.e.£411976).
Ins. by Act 38 01993, s. 3 (w.e.f.-8-1993).
Ins. by Act 20 of 2015, s. 7 (w.e.£412015).
Ins. by Act 7 of 2017, s. 6 (w.e.£4t1998).

Ins. by Act 21 of 1998, s. 5 (w.e.£411999).
. Ins. by Act 25 of 2014, s. 5 (w.e.£412015).
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Y[(iv) any other fund or institution established for charitable purpogeghich may be
approved by the prescribed authority], having regard to the objects of the fund or institution and
its impatance throughout India or throughout any State or States; or

(v) any trust (including any other legal obligation) or institution wholly for public religious
purposes or wholly for public religious and charitable purpdgehjch may be approved by the
prescribed authority], having regard to the manner in which the affairs of the trust or institution
are administered and supervised for ensuring that the income accruing thereto is properly applied
for the objects thereof;

3[(vi) any university or other edational institution existing solely for educational purposes
and not for purposes of profit, other than those mentioned inclaube ijiab) or
subclause {jiad) and which may be approved by the prescribed authority; or

(via) any hospital or other institution for the reception and treatment of persons suffering
from illness or mental defectiveness or for the reception and treatment of persons during
convalescence or of persons requiring medical attention or rehabilitatistingsolely for
philanthropic purposes and not for purposes of profit, other than those mentioned in
subclause ifiac) or subclause ifiae) and which may be approved by the prescribed authority:]

Providedthat the fund or trusdr institution*jor any university or other educational institution or
any hospital or other medical institution] referred to in -slause i) or subclause ¥) 3or
subclause i) or subclause Yia)] shall make an application in the presediformand manner to the
prescribed authoritfor the purpose of grant of the exemption, or continuance thereof, under
subclause i) or subclause ) *[or subclause Vi) or subclause Yia)]:

“[Provided furthethat the prescribed authoritjefore approving any fund or trust or institution
or any university or other educational institution or any hospital or other medical institution, under
subclause i) or subclause ¥) or subclause Yi) or subclause yia), may call for such documents
(including audited annual accounts) or information from the fund or trust or institution or any
university or other educational institution or any hospital or other medical institution, as the case may
be, as it thinks necessary in order to satisfy itdmbiuathe genuineness of the activities of such fund
or trust or institution or any university or other educational institution or any hospital or other medical
institution, as the case may be, and the prescribed authority may also make such inquilesnas it
necessary in this behalf:]

Provided alsdhat the fund or trust or institutioffor any university or other educational
institution or any hospital or other medical institution] referred to incdabse i) or subclause V)
3or subclause Vi) or subclause ia)]d

°[(a) applies its income, or accumulates it for application, wholly and exclusively to the
objects for which it is established and in a case where more than figeeentof its income is
accumulated on or after the 1st day of Af®DO02, the period of the accumulation of the amount
exceeding fifteeper centof its income shall in no case exceed five years; and]

1. Subs. by Act 3 of989, s. 4, for sulelausesiy) and ¢) (w.e.f. 24-1990).

2. Subs. by Act 22 of 2007, S . 6, for Awhich may be
(w.e.f. :6-2007)

3. Ins. by Act 21 of 1998, s. 5 (w.e.f411999).
4. Subs. by Act 22 of 2007, s. 6, for the proviso (w.e6-2007).
5. Subs. by Act 20 of 2002, s. 4, for clauge(v.e.f. 24-2003).

90



Y[(b) does not investr deposit its funds, other th&n

(i) any assets held by the fund, trust or institufjon any university or other educational
institution or any hospital or other medical institution] where such assets form part of the
corpus of the fund, trust or institutiGfor any university or other educational institution or
any hospital or other medicastitution] as on the 1st day of June, 1973;

¥(ia) any asset, being equity shares of a public company, held by any university or other
educational institution or any hospital or other medical institution where such assets form part
of the corpus of any niversity or other educational institution or any hospital or other
medical institution as on the 1st day of June, 1998;]

(i) any assets (being debentures issued by, or on behalf of, any company or corporation),
acquired by the fund, trust or institutifor any university or other educational institution or any
hospital or other medical institution] before the 1st day of klat983;

(iii ) any accretion to the shares, forming part of the corpus mentioned-aesise i) *[and
subclause i@)], by way of bonus shares allotted to the fund, trust or institufjon any
university or other educational institution or any hosgpmitaother medical institution];

(iv) voluntary contributions received and maintained in the form of jewellery, furniture or any
other article as the Board may, by natification in the Official Gazette, specify,

for any period during the previous year otkise than in any one or more of the forms or modes
specified in suksection b) of section 11:]

Provided alsdhat the exemption under salause i) or subclause ¥) shall not be denied in
relation to any funds invested or deposited before the 1stfdagri, 1989, otherwise than in any
one or more of the forms or modes specified in-seidtion b) of section 11f such funds do not
continue to remain so invested or deposited aftef{8@h day of Marchl[1993]:

“[Provided alsdhat the exemptionnder sukclause ¥i) or subclause Yia) shall not be denied in
relation to any funds investedr deposited before the 1st day of June, 1998, otherwise than in any
one or more of the forms or modes specified in-sedtion §) of section 11if such fundsdo not
continue to remain so invested or deposited after the 30th day of March, 2001:]

®[Provided alsdhat the exemption under selause i) or subclause ¥) Jor subclause i)
or subclause Yyia)] shall not be denied in relation toluntary contribution, other than voluntary
contribution in cash or voluntary contribution of the nature referred to in clésef the third
proviso to this suelause, subject to the condition that such voluntary contribution is not held by the
trustor institution?or any university or other educational institution or any hospital or other medical
institution], otherwise than in any one or more of the forms or modes specified-gecitn b)
of section 11 after the expiry of one year from the eofdthe previous year in which such asset is
acquired or the 31st day of March, 1992, whichever is later:]

Provided alsdhat nothing contained in suthause i) or subclause ¥) Jor subclause ¥i) or
subclause yia)] shall apply in relation to any @aome of the fund or trust or institutidfor any
university or other educational institution or any hospital or other medical institution], being profits
and gains of business, unless the business is incidental to the attainment of its objectivesatad sepa
books of account are maintained by it in respect of such business:

1. Subs. by Act 18 of 1992, s. 4, for stlhuse ) (w.e.f. £4-1990).

2. Ins. by Act 21 of 1998, s. 5 (w.elf4-1999).

3. Ins. by Act 14 of 2001, s. 5 (w.e.f412001).

4. Subs. by Act 49 of 1991, s. -561990) or
5. Subs. by Act 18 of 41982, s. 4, for
6. Ins. by Act 49 of 1991, s. 5 (w.e.f411990).
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Provided alsdhat any ‘[notification issued by the Central Government underdabse i) or
subclause Y), before the date on which the Taxation Laws (Amendment) Bill, 2806ives the
assent of the President, shall, at any one time, have effect for such assessment year or years], not
exceeding three assessment years (including an assessment year or years commencing before the dat
on which such notification is issued) asyniee specified in the notification:]

’[Provided alsdhat where an application under the first proviso is made on or after the date on
which the Taxation Laws (Amendment) Bill, 2006 receives the assent of the President,
notification under sulelause(iv) or subclause ¥) shall be issued or approval undgub-clause i)
or subclause ¥) or] subclause ¥i) or subclause Yia) shall be granted or an order rejecting the
application shall be passed within the period of twelve months from the ehd ofanth in which
such application was received:

Provided alsdhat where the total income, of the fund or trust or institution or any university or
other educational institution or any hospital or other medical institution referred to-clasige i)
or subclause ) or subclause Yi) or subclause Yia), without giving effect to the provisions of the
said sukclauses, exceeds the maximum amount which is not chargeable to tax in any previous year,
such trust or institution or any university or othelueational institution or any hospital or other
medical institution shall get its accounts audited in respect of that year by an accountant as defined in
the Explanatiorbelow subsection ) of section 28&nd furnish along with the return of income for
the relevant assessment year, the report of such audit in the prescribeaiffosigned and verified
by such accountant and setting forth such particulars as may be precribed:

“[Provided alsdhat any amount of donation received by the fundnstitution in terms of
clause ¢) of subsection ) of section 80G]in respect of which accounts of income and expenditure
have not been rendered to the authority prescribed under cluadesibsection 6C) of that section,
in the manner sxified in that clause, or] which has been utilised for purposes other than providing
relief to the victims of earthquake in Gujarat or which remains unutilised in terms-eéstibn 6C)
of section 80Gnd not transferred to the Prime Minister's Natiddelief Fund on or before the 31st
day of Marchf[2004] shall be deemed to be the income of the previous year and shall accordingly be
charged to tax:]

[Provided also that any amount credited or paid out of income of any fund or trust or institution
or any university or other educational institution or any hospital or other medical institution referred
to in subclause i) or subclause ) or subclause ¥i) or subclause ¥ia), to any trust or institution
registered under section 12AA, being voluntaoptribution made with a specific direction that they
shall form part of the corpus of the trust or institution, shall not be treated as application of income to
the objects for which such fund or trust or institution or university or educational iiostitoit
hospital or other medical institution, as the case may be, is established:]

¥ Provided also that for the purposes of determining the amount of application undea)itim (
the third proviso, the provisions of sglause i@) of clause 4) of section 40 and subections §) and
(3A) of section 40A, shallnutatis mutandisapply as they apply in computing the income chargeable
under the head AProfits Jand gains of business

9% * * * *

. Subs. by Act 29 of 2006, s. 3, for certain words, brackets, figures and letters (d-200&).

. Ins. by s. 3ibid. (w.e.f. 1-4-2006).

. Subs. by Act 22 of 2007, s. 6, for certain words, brackets, figures and letters (2001T).

. Ins. by Act 4 of 2001, s. 4 (w.e.£232001).

. Ins. by Act 20 of 2002, s. 4 (w.e.£232001).

Subs. by Act 32 of 220003, s. 6, for fA20030 (w.e.f. 3
. Ins. by Act 7 of 2017, s. 6 (w.e.£412018).

. Ins. by Act 13 of 2018, s. 5 (w.€1f4-2018).

. The proviso omitted by Act 20 of 2002, s. 4 (w.e-#-2002).
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Provided alsdhat wherethe fund or trust or institution or any university or other educational
institution or any hospital or other medical institution referred to inctalse i) or subclause V)
or subclause yi) or subclause yia) does not apply its income during theay of receipt and
accumulates it, any payment or credit out of such accumulation to any trust or institution registered
undersection 12AAor to any fund or trust or institution or any university or other educational
institution or any hospital or othenedical institution referred to in swudtause i) or subclause V)
or subclause ¥i) or subclause Yia) shall not be treated as application of income to the objects for
which such fundor trust or institution or university or educational institutionhaspital or other
medical institution, as the case may be, is established:

Provided alsdhat where the fund or institution referred to in-slduse i) or trust or institution
referred to in sulzlause ) is notified by the Central Governméiior is approved bythe prescribed
authority, as the case may be,] or any university or other educational institution referred to in sub
clause Vi) or any hospital or other medical institution referred to indahse yia), is approved by
the prescribed authayi and subsequently that Government or the prescribed authority is satisfied
tha

(i) such fund or institution or trust or any university or other educational institution or any
hospital or other medical institution has ot

(A) applied its income in acogdance with the provisions contained in clauggeadf the
third proviso; or

(B) invested or deposited its funds in accordance with the provisions contained in clause
(b) of the third proviso; or

(ii) the activities of such fund or institution or trustamy university or other educational
institution or any hospital or other medical institution

(A) are not genuine; or

(B) are not being carried out in accordance with all or any of the conditions subject to
which it was notified or approved,

it may, at ay time after giving a reasonable opportunity of showing cause against the proposed action
to the concerned fund or institution or trust or any university or other educational institution or any
hospital or other medical institution, rescind the notifamator, by order, withdraw the approval, as

the case may be, and forward a copy of the order rescinding the notification or withdrawing the
approval to such fund or institution or trust or any university or other educational institution or any
hospital or ther medical institution and to the Assessing Officer:]

¥[Provided alsdhat in case the fund or trust or institution or any university or other educational
institution or any hospital or other medical institution referred to in the first proviso makes an application
on or after the 1st day of June, 2006 for the purposesaat gf exemption or continuance thereof, such
application shall b&made on or before the 30th day of September of the relevant assessment year] from
which the exemption is sought:]

*[Provided alsdhat any anonymous donation referred teeotion 11BBC on which tax is payable
in accordance with the provisions of the said section shall be included in the total income:]

’[Provided alsdhat all pendingapplications, on which no notification has been issued under sub
clause /) or subclause ¥) before tle 1st day of June, 2007, shall stand transferred on that day to the
prescribed authority and the prescribed authority may proceed with such applications under those sub
clauses from the stage at which they were on that day:]

1. Ins. byAct 20 of 2002, s. 4w.e.f. 1:4-2003).

2. Ins. by Act 22 of 2007, s. 6 (w.e.£6E2007).

3. Ins. by Act 21 of 2006, s. 4 (w.e.£6:2006).

4. Subs. by Act 33 of 20 9, S . 4 for fimade at any time during the
(w.e.f. ::4-2009).

5. Ins. by Act 21 of 2006, s. 4 (w.e.£4t2007).
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[Provided alsdhat the incomef a trust or institution referred to in setause i) or subclause )
shall be included in its total income of the previous year if the provisions of the first proviso to clause
(15) of section Zbecome applicable to such trust or institution in $h&l previous year, whether or not
any approval granted or notification issued in respect of such trust or institution has been withdrawn or
rescinded:]

[Provided alsdhat where the fund or institution referred to in -slduse i) or the trust or
institution referred to in sublause {) has been notified by the Central Government or approved by the
prescribed authority, as the case may be, or any university or other educational institution referred to in
subclause ¥i) or any hospital or other medicaistitution referred to in sublause Yia), has been
approved by the prescribed authority, and the natification or the approval is in force for any previous
year, then, nothing contained in any other provision of this section [other than dadsergf] shall
operate to exclude any income received on behalf of such fund or trust or institution or university or other
educational institution or hospital or other medical institution, as the case may be, from the total income
of the person in receipt thesf for that previous year.

Explanationd In this clause, where any income is required to be applied or accumulated, then,
for such purpose the income shall be determined without any deduction or allowance by way of
depreciation or otherwise in respect afyasset, acquisition of which has been claimed as an application
of income under this clause in the same or any other previous year;]

3(23D) “[°[ ®*** "[subject to the provisions of Chapter 3| any income of} ]

(i) a Mutual Fund registered under tHeecurities and Exchange Board of India
Act, 1992 (15 of 1992) or regulations made thereunder;

(i) such other Mutual Fund set up by a public sector bank or a public financial institution or
authorised by the Reserve Bank of India and siibfje such conditions as the Central
Government may, by notification in the Official Gazette, specify in this behalf.]

Explanationd For the purposes of this clause,

@ the expression fipublic sector bankhé mear
State Bank of India Act, 1955 (23 of 1955), a subsidiary bank as defined in the State Bank of
India (Subsidiary Banks) Act, 1959 (38 of 1959), a corresponding new Bank constituted under
section 3 of the Banking Companies (Acquisition and Transfer dektakings) Act, 1970 (5 of
1970), or under section 3 of the Banking Companies (Acquisition and Transfer of Undertakings)
Act, 1980 (40 0f 1980 and a bank included in the catego
Reserve Bank of India;]

(b) the expre si on dApublic financi al institutiono
section 4A of the Companies Act, 1956 (1 of 1956);]

%I(c) the expression ASecurities and Exchang
assigned to it in clause)(of subsection {) of section 2 of the Securities and Exchange Board of
India Act, 1992 (15 of 1992);]

. Ins. by Act 23 of 2012, s. 5 (w.e.£412009).

. Ins. by Act 25 of 2014, s. W(e.f. 1:4-2015).

. Ins. by Act 4 of 1988, s. 6 (w.e.£411988).

. Subs. by Act 22 of 1995, s. 4, for certain words (w.e7£1D95).

Subs. by Act 27 ofod9(9wW-42080). 61 for fAany income of

The words f i guraethe paomigions loe Chapter XHER) Hu bg neicttt etd by Act 20
(w.e.f. 1-4-2003).

7. Subs. by Act 32 of 2003-2004. 6, for fAany income of 0

8. Ins. by Act 33 of 2009, s. 4 (w.e.f412010).

9. Ins. by Act 18f 1992, S. 4 (w.e.f.-8-1993).
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[(23DA) anyincome of asecuritisation trust from the activity of securitisation.
Explanationd For the purposes of this claude,
(@ fAsecur i thavethletsame meéanirg Asaaksigneddo it,

(i) in clause ) of subregulation {) of regulation 2 of the Securities and Exchange
Board of India (Public Offer and Listing of Securitised Debt Instruments) Regulations, 2008
made under the Securities and Exope Board of India Act, 1992 (15 of 1992) and the
Securities Contracts (Regulation) Act, 1956 (42 of 1956); or

’[(ia) in clause %) of subsection () of section 2 of the Securitisation and Reconstruction
of Financial Assets and Enforcement of Securitgrest Act, 2002 (54 of 2002); or]

(i) under the guidelines on securitisation of standard assets issued by the Reserve Bank
of India;

(b) Afsecuritisation trusto shall have
the Explanationbelow[section 115TCA]

A% * * * *

°[(23EA “[any income, by way of contributions received from recognised stock exchanges and
the members thereof,] of such Investor Protection Fund set up by recognised stock exchanges in
India, either jointly or separately, as the Centéalvernment may, by notification in the Official
Gazette, specify in this behalf:

Providedthat where any amount standing to the credit of the Fund and not charged to-iagome
during any previous year is shared, either wholly or in part, with a recogstisekl exchange, the
whole of the amount so shared shall be deemed to be the income of the previous year in which such
amount is so shared and shall accordingly be chargeable to iarhe

[(23EB any income of thé&[Credit Guarantee Fund Trust for Sinkidustries], being a trust
created by the Government of India and the Small Industries Development Bank of India established
under suksection ) of section 3 of the Small Industries Development Bank of India
Act, 1989 (39 of 1989)for five previous years relevant to the assessment years beginning on the
1st day of April, 2002 and ending on the 31st day of March, 2007;]

’[(23EQ any income, by way of contributions received from commodity exchanges and the
members thereof, afuch Investor Protection Fund set up by commodity exchanges in India, either
jointly or separately, as the Central Government may, by notification in the Official Gazette, specify
in this behalf:

Providedthat where any amount standing to the credit ef $hid Fund and not charged to
incometax during any previous year is shared, either wholly or in part, with a commodity exchange,
the whole of the amount so shared shall be deemed to be the income of the previous year in which
such amount is so shared atll accordingly be chargeable to incetag.

.Ins. by Act 17 of 2013, s. 5 (w.e.f:4t2014).

. Ins. by Act 28 of 2016, s. 7 (w.e.£412017).

.Subs.bys.7bid. , for fAsecti-42007015TCo (w. e. f. 1

. ClauseZ3E) omitted by Act 20 of 2002, s. 4 (w.e1f£4-2003).

. Ins. by Act 10 of 2000, s. 5 (w.e.£412001).

Subs. by Act 21 of 20-8307.s. 4, for fAany incomeo (w.e.:
. Ins. by Act 20 of 2002, s. 4 (w.e.f412002).

Subs. by Act 32 of 2003, $Sma6]|] fSecnrl @CH «AadRQ0B).t Gu &rsan t( ave e
. Ins. by Act 22 of 2007, s. 6 (w.e.f412008).
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Explanationd For t he purposes of this «c¢l adregssteredii c o mn
association as defined in clausejj of section 2 of the Forward Contracts (Regulation)
Act, 1952 (74 of 1952);]

[(23ED) any income, by way of contributions received from a depository, of such Investor
Protection Fund set up in accordance with the regulations by a depository as the Central Government
may, by notification in the Official Ga#te, specify in this behalf:

Providedthat where any amount standing to the credit of the Fund and not charged to-iagkome
during any previous year is shared, either wholly or in part with a depository, the whole of the amount
so shared shall be deemedhe the income of the previous year in which such amount is so shared
and shall, accordingly, be chargeable to incaane

Explanationd For the purposes of this claude,

(i) Adepository shall have the same meaning as assigned to it in clausequbsection (1)
of section 2 of the Depositories Act, 1996 (22 of 1996);

(i) Aregulation® means the regulations made under the Securities and Exchange Board of
India Act, 1992 (15 of 1992) and the Depositories Act, 1996 (22 of 1996);]

’[(23EB any specifiedncome of such Core Settlement Guarantee Fund, set up by a recognised
clearing corporation in accordance with the regulations, as the Central Government may, by
notification in the Official Gazette, specify in this behalf:

Providedthat where any amountastding to the credit of the Fund and not charged to indame
during any previous year is shared, either wholly or in part with the specified person, the whole of the
amount so shared shall be deemed to be the income of the previous year in which sunthisasao
shared and shall, accordingly, be chargeable to indame

Explanationd For the purposes of this claude,

)Arecognised <clearing corporationo shal/l I
clause ¢) of subregulation ) of regulation2 of the Securities Contracts (Regulation) (Stock
Exchanges and Clearing Corporations) Regulations, 2012 made under the Securities and
Exchange Board of India Act, 1992 (15 of 1992) and the Securities Contracts (Regulation)
Act, 1956 (42 of 1956);

(i'hr egul ationsd® means the Securities Contra
Corporations) Regulations, 2012 made under the Securities and Exchange Board of India
Act, 1992 (15 of 1992) and the Securities Contracts (Regulation) A&, (#2 of 1956);

(i)hspeci fied incomed shall mean,
(a) the income by way of contribution received from specified persons;

(b) the income by way of penalties imposed by the recognised clearing corporation and
credited to the Core Settlement Guararierd; or

(c) the income from investment made by the Fund,;
(vVispecified pédrsonod shall mean,

() any recognised clearing corporation which establishes and maintains the Core
Settlement Guarantee Fund;

(b) any recognised stock exchange, beinghareholder in such recognised clearing
corporation, or a contributor to the Core Settlement Guarantee Fund; and

1.Ins. by Act 17 of 2013, s. 5 (w.e.f:4t2014).
2.Ins. by Act 20 of 2015, s. 7 (w.e.fz4t2016).
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(c) anyclearingmember contributing to the Core Settlement Guarantee Fund;]

[(23F) any income by way of dividends or lotgrm capital gainsf a venture capital fund or a
venture capital company from investments made by way of equity sharasventure capital
undertaking

Providedthat such venture capital fund or venture capital company is approved for the purposes
of this clause by the pscribed authoritin accordance with the rul@sade in this behalf and satisfies
the prescribed conditions :

Provided furthethat any approval by the prescribed authority shall, at any onehawe, effect
for such assessment year or years, not exceeding three assessment years, as may be specified in th
order of approval:

’[Provided alsdhat nothing contained in this clause shall apply in respect of any investment
made after the 31st day Mfarch, 1999.]

3% * * * *

Explanationd For the purposes of this clause,

@ nventure capital fundd means such fund,
provisions of the Registration Act, 1908 (16 of 1908), established to raise rbyrties trustees
for investments mainly by way of acquiring equity shares of a venture capital undertaking in
accordance with the prescribed guidelines;

(b fifiventure capital companyodo means such co
acquiring equity shres of venture capital undertakings in accordance with the prescribed
guidelines;

(e Aventure capital undertakingdo means suc

in a recognised stock exchange in India and which is engaged in the businessratign or
generation and distribution of electricity or any other form of power or engaged in the business of
providing telecommunication services or in the business of developing, maintaining and
operating any infrastructure facility or engaged inntenufacture or production of such articles

or things (including computer software) as may be notified by the Central Government in this
behalf;and

(d) finfrastructure facilitp means a road, highway, bridge, airport, port, rail system, a water
supply projet, irrigation project, sanitation and sewerage system or any other public facility of a
similar nature as may be notified by the Board in this behalf in the Official Gazette and which
fulfils the conditions specified in stdection 4A) of section 861A;]]

’[(23FA) any income by way ofdividends other than dividends referred to in section-Qlj5or
long-term capital gains of a venture capital fund or a venture capital company from investments made
by way of equity shares in a venture capital undertpkin

Providedthat such venture capital fund or venture capital company is approved, for the purposes
of this clause, by the Central Government on an application made to it in accordance with the
rulesmade in this behalf and which satisfies the prescridoeditions:

1.Ins. by Act 22 of 1995, s. 4 (w.e.f:4t1996).

2. Ins. ly Act 27 of 1999, s. 6 (w.e.f-4-2000).

3. The third and fourth provisos omitted by Act 21 of 1998, s. 5 (w-&f1999).

4. Subs. by s. Sbid., for clause €) (w.e.f. £4-1999).

5. Subs. by Act 32 of 2@&Qm®4). s. 6, for Adividendso (w.e.f.
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Provided furthethat any approval by the Central Government shall, at any one time, have effect
for such assessment year or years, not exceeding three assessment years, as may be specified in th
order of approval:

[Provided alsdhat nothingcontained in this clause shall apply in respect of any investment
made after the 31st day of March, 2000.]

Explanationd For the purposes of this clause,

(@ #Aventure capital fundd means such fund,
provisions of the Registration Act, 1908 (16 of 1908), established to raise monies by the trustees
for investments mainly by way of acquiring equity shares of a venture capital undertaking in
accordance with the prescribed guidelines;

(b) Aventure Oametaals csampmamcympany as has me
acquiring equity shares of venture capital undertakings in accordance with the prescribed
guidelines; and

(¢ Aventure capital undertakingd means such
in arecognised stock exchange in India and which is engageddn the

() business @f
(A) software;
(B) information technology;
(C) production of basic drugs in the pharmaceutical sector;
(D) biotechnology;
(E) agriculture and allied sectors; or
(F) such othesectors as may be notified by the Central Government in this behalf; or

(i) production or manufacture of any article or substance for which patent has been
granted to the National Research Laboratory or any other scientific research institution
approvedy the Department of Science and Technology;]

[(23FB) any income of a venture capital company or venture capital’ffroch investment] in a
venture capital undertaking:

3[Providedthat nothingcontained in this clause shall apply in respect of any income of a venture
capital company or venture capital fund, being an investment fund specified in ciueé (
the Explanation 1o section 115UB, of the previous year relevant to the assessmeriiegganing
on or after the 1st day of April, 20]6.

“[Explanationd For the purposes of this claude,
(@@ nAventure capital companyO0 means a compan

(A) has been granted a certificate of registration, before the 21st day of May, 2012, as a
Venture Cajtal Fund and is regulated under the Securities and Exchange Board of India
(Venture Capital Funds) Regulations, 1996 (hereinafter referred to as the Venture Capital
Funds Regulations) made under the Securities and Exchange Board of India Act, 1992 (15 of
1992); or

1.Ins. by Act 10 of 2000, s. 5 (w.e.f-4t2001).

2. Subs. by Act 22 of 2007, s. 6, -42@a08). iset wup to raise f.
3. Ins. by Act 20 of 2015, s. 7 (w.e.f412016).

4. Subs. by Act 17 of 2013, s. 5 for tBrplanationl (w.ef. 1-4-2013).
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(B) has been granted certificate of registration as Venture Capital Fund as a sub
category of Category | Alternative Investment Fund and is regulated under the Securities and
Exchange Board of India (Alternative Investment Funds) Regulations, 2012 (hereinafter
referred to a the Alternative Investment Funds Regulations) made under the Securities and
Exchange Board of India Act, 1992 (15 of 1992), and which fulfils the following conditions,
namelyd

(i) it is not listed on a recognised stock exchange;

(ii) it has invested ndess than twdhirds of its investible funds in unlisted equity
shares or equity linked instruments of venture capital undertaking; and

(iii) it has not invested in any venture capital undertaking in which its director or a
substantial shareholder (beiadgpeneficial owner of equity shares exceedingp@mcent.
of its equity share capital) holds, either individually or collectively, equity shares in
excess of fifteerper cent.of the paidup equity share capital of such venture capital
undertaking;

() venture capitab fundd means a fund

(A) operating under a trust deed registered under the provisions of the Registration
Act, 1908 (16 of 1908), whiéh

() has been granted a certificate of registration, before the 21st day of May, 2012, as
a VentureCapital Fund and is regulated under the Venture Capital Funds Regulations; or

(I has been granted a certificate of registration as Venture Capital Fund as a sub
category of Category | Alternative Investment Fund under the Alternative Investment
Funds Rgulations and which fulfils the following conditions, namaly:

(i) it has invested not less than tivords of its investible funds in unlisted equity
shares or equity linked instruments of venture capital undertaking;

(ii) it has not invested in any ventucapital undertaking in which its trustee or
the settler holds, either individually or collectively, equity shares in excess of fifteen
per centof the paidup equity share capital of such venture capital undertaking; and

(iii) the units, if any, issuedby it are not listed in any recognised stock
exchange; or

(B) operating as a venture capital scheme made by the Unit Trust of India established
under the Unit Trust of India Act, 1963 (52 of 1963);

(c) fiventure capital undertakingnean$

(i) a venwure capital undertaking as defined in clausedf regulation 2 of the Venture
Capital Funds Regulations; or

(i) a venture capital undertaking as defined in claa® ¢f subregulation {) of
regulation 2 of the Alternative Investment Funds Regulaf]pn

Ly * * * *

1. TheExplanation2 omitted by Act 23 of 2004, s. 5 (w.e.f10-2004).
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[(23FBA any incomeof an investment fund other than the income chargeable under the head
AProfits and gains of business or professiono;

(23FBB any income referred to in section 115UB, accruing or arising to, or received by, a unit
holder of an investment fund, being that proportion of income which is of the same nature as income
chargeabl e under the head AProfits and gains o

Explanationd For the purposes of clause23FBA and @3FBB), the expressioriii nv e st men
fundd shall have t he negdthdExp@natios Bisegtioreld5UB;0 it i n

’[(23FQ) any income of a business trdgty way of
(a) interest received or receivable from a special purpose vehicle; or
(b) divided referredd in subsection {) of section 1180].

Explanationd For the purposes of this clause, the expression "special purpose vehicle" means an
Indian company in which the business trust holds controlling interest and any specific percentage of
shareholding or imrest, as may be required by the regulations under which such trust is granted
registration;

[(23FCA any income of a business trust, being a real estate investment trust, by way of renting
or leasing or letting out any real estate asset owned dirgctlydh business trust.

Explanationd For the purposes of this clause, the expression "real estate asset" shall have the
same meaning as assigned to it in claape( subregulation () of regulation 2 of the Securities and
Exchange Board of India (Redstate Investment Trusts) Regulations, 2014 made under the
Securities and Exchange Board of India Act, 1992 (15 of 1P92);

(23FD) any distributed income, referred to in section 115UA, received by a unit holder from the
business trust, not being that prapmm of the income which is of the same nature as the income
referred tdin subclause &) of clause 23FQ)] ¥[or clause Z3FCA];]

5% * * * *

(29 any income chargeable under the heads #l
ot her eofdurceso

(@) a registered union within the meaning of the Trade Unions Act, 1926 (16 of 1926),
formed primarily for the purpose of regulating the relations between workmen and employers or
between workmen and workmen;

(b) an association of registered uniogeterred to in sulzlause );]

1. Ins. by Act 20 of 2015, s. 7 (w.e.£412016).

2. Ins. by Act 25 of 2014, s. 5 (w.e.f412015).

3. Subs. by Act 27 of 2016, s . or feceivafleo from @ bspecialwpusposeo f i
vehicl eel-20%.. e. f . 1

4. Subs. by Act 27 @IFOQON0 A6w42087) .7.,1 for #Ain clause (

5. Clause Z3G) omitted by Act 21 of 2006, s. 4 (w.e.f432007).

6. Subs. by Act 33 of 1996, s. 4, for claugd)((w.e.f. £4-1997).
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(25) (i) interest onsecurities which are held by, or are the property of, any provident fund to
which the Provident Funds Act, 1925 (19 of 1925), applies, and any capital gains of the fund arising
from the sale, exchange wansfer of such securities;

(i) any income received by the trustees on behalf of a recognised provident fund;

(iii) any income received by the trustees on behalf of an approved superannuation fund;
![(iv) any income received by the trustees on behathaipproved gratuity fund;]

’[(v) any income received

(@) by the Board of Trustees constituted under the Coal Mines Provident Funds and
Miscellaneous Provisions Act, 1948 (46 of 1948), on behalf of the Ddpdst Insurance Fund
established under semt 3G of that Act; or

(b) by the Board of Trustees constituted under the Employees' Provident Funds and
Miscellaneous Provisions Act, 1952 (19 of 1952), on behalf of the Ddpust Insurance Fund
established under section 6C of that Act;]

(25N anyi ncome of the Employeesd State Insuranc
Employees' State Insurance Act, 1948 (34 of 1948);]

“[(26) in the case of a member of a Scheduled Tribe as defined in c2&ys# érticle 366 of the
Constitution, residingn any area specified in Part | or Part Il of the Table appended to paragraph 20
of the Sixth Schedule to the Constitution or in f8tates of Arunachal Pradesh, Manipur, Mizoram,
Nagaland and Tripura] or in the areas covered by notification No. TADBUAD9, dated the 23rd
February, 1951, issued by the Governor of Assam under the proviso-parsgraphJ) of the said
paragraph 20 [as it stood immediately before the commencement of the-Bdstéin Areas
(Reorganisation) Act, 1971 (81 of 197fJpr in the Ladakh region of the State of Jammu and
Kashmir], any income which accrues or arises to®im,

(a) from any source in the are4er States aforesaid)], or
(b) by way of dividend or interest on securities;]

8[(26A) any income accruing or arising 8my persort** from any source in the district of
Ladakh or outside India in any previous year relevant to any assessment year commencing before the
91st day of April, 1989], where such person is resident in the said district in that previous year:

Providedthat this clause shall not apply in the case of any such person unless he was resident in
that district in the previous year relevant to the assessment year commencing on the 1st day of April,
1962.

1. Ins. by Act 16 of 1972, s. 4 (w.e.£411973).

2. Ins. by Act 99 of 1976, s. 40 (w.€1f8-1976).

3. Ins. by Act 22 of 1995, s. 4 (w.e.f411962).

4. Subs. by the Nortkastern Areas (Reorganisation) Adaptation of Laws on Union Subjects) Order, 1974, for clause 26
(w.e.f. 211-1972).

5. Subs. by Act 3 2 oNagaland,9vkanipur and Trgpura dr im the @ndn tertit@iss ofoAfunachal
Pradesh and M#4195.amo (w.e. f. 1

6. Ins. by Act 21 of 1998, s. 5 (w.e.f411999).

7. Subs. by Act 32 of 1994, s. 6, -41899. AiStates or Union t

8. Ins. by Act 15 of 1965, s. 3 (w.e.f411962).

9. The brackets and words fA(not being an individual who i
(w.e.f. 1:4-1962).

10. Subs. by Act 32 of 1®85(ws®854., T or fAlst day of April
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Explanation1].d Forthe purposesf this clause, a person shall be deemed to be resident in the
district of Ladakh if he fulfils the requirements of ssdction {)or subsection R) or
subsection 8) or subsection §) of section 6 as the case may be, subject to the modificationd tha

(i) references in those swskctions to India shall be construed as references to the said
district; and

(it) in clause i) of subsection 8), reference to Indian company shall be construed as
reference to a company formed and registered under anfotatiie time being in force in the
State of Jammu and Kashmir and having its registered office in that district in that year.]

’[Explanation 2.8 In this clause, references to the district of Ladakh shall be construed as
references to the areas comprisethansaid district on the 30th day of June, 1979;]

3% * * * *

“[(26AAA in case of an individual, being a Sikkimese, any income which accrues or arises to
himo

(a) from any source in the State of Sikkim; or
(b) by way of dividend or interest on seities:

Providedthat nothing contained in this clause shall apply to a Sikkimese woman who, on or
after the 1st day of April, 2008, marries an individual who is not a Sikkimese.

Explanationd For t he purposes of thids cl ause, ASi kk

(i) an individual, whose name is recorded in the register maintained under the Sikkim
Subjects Regulation, 1961 read with the Sikkim Subject Rules, 1961 (hereinafter referred to as
the ARegister of Sikkim Subjectso)or i mmedi at ¢

(ii) an individual, whose name is included in the Register of Sikkim Subjects by virtue of the
Government of India Order No. 26030/36/90.1., dated the 7th August, 1990 and Order of even
number dated the 8th April, 1991; or

(iii) any other individal, whose name does not appear in the Register of Sikkim Subjects, but
it is established beyond doubt that the name
grandfather or brother from the same father has been recorded in that register;]

°[(26AMB) any income of an agricultural produce market committee or board constituted under
any law for the time being in force for the purpose of regulating the marketing of agricultural
produce;]

°[(26B) any income of a corporation established by a Central, State or Provincial Act or of any
other body, institution or association (being a body, institution or association wholly financed by
Government) where such corporation or other body or instituti@ssociation has been established
or formed for promoting the interests of tHenembers of the Scheduled Castes or the Scheduled
Tribes or backward classes or of any two or all of them].

. TheExplanationrenumbered aBxplanationl by Act 11 of 1983, s. 5 (w.e.f-4:1980).
. Ins. by s. 5ipid. (w.e.f. £4-1980).
. ClauseZ6AA omitted by Act 26 of 1997, s. 3 (w.e.£411998).
. Ins. by Act 18 of 2008, s. 4 (&f. 1:4-1990).
. Ins. by s. 4ipid. (w.e.f. £4-2009).
. Ins. by Act 13 of 1980, s. 3 (w.e.f411972).
Subs. by Act 32 of 1994, s . 6, for fimembers of ei th
(w.e.f. 1:4-1993).

~No o, WNE

102



[Explanationd Forthe purposes of this claude,

(@ ASchedcwsloedn@aditSchedul ed Tribeso shall hav
them in clause2¢) and @5) of article 366 of the Constitution;

(b Abackward cl assesd means such classes of
Scheduled Tribes sanay be notified

(i) by the Central Government; or
(if) by any State Government,
as the case may be, from time to time;]]

’[(26BB any income of a corporation established by the Central Government or any State
Government for promoting the interests o thembers of a minority community.

Explanationd F o r the purposes of this <c¢cl ause, i mi
notified as such by the Central Government in the Official Gazette in this behalf;]

*[(26BBB any income of a corporation establishgdabCentral, State or Provincial Act for the
welfare and economic upliftment of-servicemen being the citizens of India.

Explanationd For t he pur poseserovi ctehmasn oc | neeuasnes, afn epxe r
in any rank, whether as combatant or {wombatant, in the armed forces of the Union or armed
forces of the Indian States before the commencement of the Constitution (but excluding the Assam
Rifles, Defence Security Corps, General Reserve Engineering Force, Lok Sahayak Sena, Jammu and
Kashmir Militia and Territorial Army) for a continuous period of not less than six months after
attestation and has been released, otherwise than by way of dismissal or discharge on account of
misconduct or inefficiency, and in the case of a deceased or incapaeka®wiceman includes his
wife, children, father, mother, minor brother, widowed daughter and widowed sister, wholly
dependant upon such-sgrviceman immediately before his death or incapacitation;]

“[(27) any income of a coperative society formed faromoting the interests of the members of
either the Scheduled Castes or Scheduled Tribes or both referred to in 2&f)se (

Providedthat the membership of the -operative society consists of only other-amerative
societies formed for similar purpes and the finances of the society are provided by the Government
and such other societies;]

5% * * * *

B * * * *

‘[(29A) any income accruing or arisingo

(a) the Coffee Board constituted under section 4 of the Coffee Act, 1942 (7 of ih%ay
previous year relevant to any assessment year commencing on or after the 1st day of April, 1962
or the previous year in which such Board was constituted, whichever is later;

. Sbs. by Act 32 of 1994, s. 6, for tixplanation(w.e.f. 1:4-1993).
. Ins. by Act 22 of 1995, s. 4 (w.e.f411995).

. Ins. by Act 32 of 2003, s. 6 (w.e.£412004).

. Ins. by Act 18 of 1992, s. 4 (w.e.f411989).

. ClauseZ8) omitted by Act 26 011997, s. 3 (w.e.f.-4-1998).

. Clause29) omitted by Act 20 of 2002, s. 4 (w.e.f412003).

. Ins. by Act 27 of 1999, s. 6 (w.e.f.-511999).
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(b) the RubberBoard constituted under sigection (1) of section 4 of theubber Board
Act, 1947 (24 of 1947) in any previous year relevant to any assessment year commencing on or
after the 1st day of April, 1962 or the previous year in which such Board was constituted,
whichever is later;

(c) the Tea Board established undrction 4 of the Tea Act, 1953 (29 of 1953) in any
previous year relevant to any assessment year commencing on or after the 1st day of April, 1962
or the previous year in which such Board was constituted, whichever is later;

(d) the Tobacco Board constied under the Tobacco Board Act, 1975 (4 of 1975) in any
previous year relevant to any assessment year commencing on or after the 1st day of April, 1975
or the previous year in which such Board was constituted, whichever is later;

(e) the Marine Products ¥port Development Authority established under section 4 of the
Marine Products Export Development Authority Act, 1972 (13 of 1972) in any previous year
relevant to any assessment year commencing on or after the 1st day of April, 1972 or the previous
year n which such Authority was constituted, whichever is later;

(f) the Agricultural and Processed Food Products Export Development Authority established
under section 4 of the Agricultural and Processed Food Products Export Development Act, 1985
(2 of 1986) h any previous year relevant to any assessment year commencing on or after the 1st
day of April, 1985 or the previous year in which such Authority was constituted, whichever is
later;

(g) the Spices Board constituted under-sebtion {) of section 3 oflie Spices Board Act,
1986 (10 of 1986) in any previous year relevant to any assessment year commencing on or after
the 1st day of April, 1986 or the previous year in which such Board was constituted, whichever is
later;]

![(h) the Coir Board establishedder section 4 of the Coir Industry Act, 1953 (45 of 1953)]

’[(30) in the case of an assessee who carries on the business of growing and manufacturing tea in
India, the amount of any subsidy received from or through the Tea Board under any such scheme for
replantation or replacement of tea busf{es for rejuvenation or consolidation of areas used for
cultivation of tea] as the Central Government may, by notification in the Official Gazette, specify:

Providedthat the assessee furnishes to ffssessingOfficer], along with his return of
incomefor the assessment year concerned or within such further time’pisstessingOfficer] may
allow, a certificate from the Tea Board as to the amount of such subsidy paid to the assessee during
the previous year.

Explanationd I n t hi s c¢cl ause, ATea Boardd means the
the Tea Act, 1953 (29 of 1953);]

°[(31) in the case of an assessee who carries on the business of growing and manufacturing
rubber, coffee, cardamom or such othemmodity in India, as the Central Government may, by
notification in the Official Gazette, specify in this behalf, the amount of any subsidy received from or
through the concerned Board under any such scheme for replantation or replacement of rubper plants
coffee plants, cardamom plants or plants for the growing of such other commaodity or for rejuvenation
or consolidation of areas used for cultivation of rubber, coffee, cardamom or such other commodity
as the Central Government may, by notification inGlfiécial Gazette, specify:

1. Ins. by Act 18 of 2008, s. 4 (w.e.£412002).
2. Ins. by Act 42 of 1970, s. 3 (w.e.f411969).
3.Ins. by Act 21 of 1984, s. 3 (w.e.f-4£1985).
4. Subs. by Act 4 -todx 10f818i c&108)2(wf@rf Al hcome
5. Ins. by Act 26 of 1988, s. 4 (w.e.f411989).

104



Providedthatthe assessee furnishes to the Assessing Officer, along with his return of income for
the assessment year concerned or within such further time as the Assessing Officer may allow, a
certificate from the concerned Board, as to the amount of such subsgidy plaé assessee during the
previous year.

Explanationd I n t his c¢cl ause, fidconcerned Boardodo mean.

(i) in relation to rubber, the Rubber Board constituted under section 4 of the Rubber Act,
1947 (24 of 1947),

(i) in relation to coffee, the Coffee Boardnstituted under section 4 of the Coffee Act, 1942
(7 of 1942),

(i) in relation to cardamom, the Spices Board constituted under section 3 of the Spices
Board Act, 1986 (10 of 1986),

(iv) in relation to any other commodity specified under this clause,Bamayd or other
authority established under any law for the time being in force which the Central Government
may, by notification in the Official Gazette, specify in this behalf;]

(32) in the case of an assessee referred to inseation (A) of section64, any income
includible in his total income under that ssiction, to the extent such income does not exceed one
thousand five hundred rupees in respect of each minor child whose income is so includible;]

’[(33) any income arising from the transfer of capital asset, being a unit of the Unit
Scheme, 1964 referred to in Schedule | to the Unit Trust of India §fEranf Undertaking and
Repeal)Act, 2002 (58 of 2002) and where the transfer of such asset takes place on or after the 1st day
of April, 2002;]

’[(34) any income by way of dividends referred tséction 1180;

¥Providedthat nothing in this clause shall apply to any income by way of dividend chargeable to
tax in accordance with the provisionssefction 115BBDA]

A% * * * *

°[(34A) any income arising to an assessee, being a shareholder, on account of buy back of shares
(not being listed on a recognised stock exchange) by the company as referisettmim115Q4

(35) any income by way a3,
(a) income received in respeat the units of a Mutual Fund specified under cla@38by; or

(b) income received in respect of units from the Administrator of the specified
undertaking; or

(c) income received in respect of units from the specified company:

Providedthat thisclause shall not apply to any income arising from transfer of units of the
Administrator of the specified undertaking or of the specified company or of a mutual fund, as the
case may be.

Explanationd For the purposes of this claude,

@ A Ad mi nmeans$ theaAdmimistrator as referred to in clawgeof section 2 of the
Unit Trust of India (Transfer of Undertaking and Repeal) Act, 2002 (58 of 2002);

1. Ins. by Act 18 of 1992, s. 4 (w.e.£411993).
2. Ins. by Act 32 of 2003, 6. (w.e.f. £4-2004).
3. Ins. by Act 28 of 2016, s. 7 (w.e.f412017).
4. TheExplanationomitted by Act 8 of 2011, s. 4 (w.e.£6t2011).
5. Ins. by Act 17 of 2013, s. 5 (w.e.f412014).
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(b) spicifiedcompanty means a company [ efsectienf2eofithe&nt t o |
Trust ofIndia (Transfer of Undertaking and Repeal) Act, 2002 (58 of 2002);

[(35A) any income by way of distributed income referred tséstion 115TAeceived from a
securitisation trust by any person being an investor of the said trust.

’[Providedthat nothingcontained in this clause shall apply to any income by way of distributed
income referred to in the said section, received on or after the 1st day of June, 2016.]

Explanationd For t he purposes of this <clause, t he
trusto shall have the meani ngBxplamagosbpl@vseciione | y
115TCA];

(36) any income arising from the transfer of a ldegm capital asset, being an eligible equity
share in a company purchased on or after the 1st ddgmeh, 2003 and before the 1st day of March,
2004 and held for a period of twelve months or more.

Explanationdo For t he purposes of this &l ause, fAelig

(i) any equity share in a company being a constituent of-B®EIndex of theStock
Exchange, Mumbai as on the 1st day of March, 2003 and the transactions of purchase and sale of
such equity share are entered into on a recognised stock exchange in India;

(i) any equity share in a company allotted through a public issue on otheftést day of
March, 2003 and listed in a recognised stock exchange in India before the 1st day of March, 2004
and the transaction of sale of such share is entered into on a recognised stock exchange in India;]

[(37) in the case of an assessee, beingndividual or a Hindu undivided family, any income
chargeable under the head fACapital gaionso aris

(i) such land is situate in any area referred to in itanof item @) of subclause i) of
clause 14) of section 2

(i) such land, during the period of two years immediately preceding the date of transfer, was
being used for agricultural purposes by such Hindu undivided family or individual or a parent of
his;

(iii) such transfer is by way of compulsorggaisition under any law, or a transfer the
consideration for which is determined or approved by the Central Government or the Reserve
Bank of India;

(iv) such income has arisen from the compensation or consideration for such transfer received
by such asssee on or after the 1st day of April, 2004.

Explanationd F o r t he purposes of this cl ause,
considerationo includes the compensation or
court, Tribunal or other authority;

(37 any income chargeable under the head #ACa

capital asset arising to an assessee, being an individaaHimdu undivided family, who was the

owner of such specified capital asset as on the 2nd daynef 2014 and transfers that specified
capital asset under the Land Pooling Scheme (F
Andhra Pradesh Capital City Land Pooling Scheme (Formulation and Implementation) Rules, 2015
made under the provisioms the Andhra Pradesh Capital Region Development Authority Act, 2014
(Andhra Pradesh 11 of 2014id the rules, regulations and Schemes made under the said Act.

Explanationd For t he purposes of this &l ause, Afspec

(a) the land otbuilding or both owned by the assessee as on the 2nd day of June, 2014 and
which has been transferred under the scheme; or

1. Ins. by Act 17 of 2013, s. 5 (w.e.£412014).

2. Ins. by At 28 of 2016, s. 7 (w.e.f-4-2017).

3.Subs.bys.dbid. , for fAsecti-42AWI7L15TCO0 (w. e. f. 1
4. Ins. by Act 23 of 2004, s. 5 (w.e.f412005).

5. Ins. by Act 7 of 2017, s. 6 (w.e.£4t2015).
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(b) the land poolingownership certificate issued under the scheme to the assessee in
respect of land or building or both referred to in claagear

(c) the reconstituted plot or land, as the case may be, received by the asstsaad land
or building or bothreferred to in clausea) in accordance with the scheme, if such plot or land, as
the case may be, so received is transferred within two years from the end of the financial year in
which the possession of such plot or land was handed over o him;

(38) anyincome arising from the transfer of a letegm capital asset, being an equity share in a
company or a unit of an equity oriented fufat a unit of a business trust] whére

(a) the transaction of sale of such equity share or unit is entered into éeratha date on
which Chapter VII of the Finance (No. 2) Act, 2004 comes into force; and

(b) such transaction is chargeable to securities transaction tax under that Chapter:

’[Providedthat the income by way of lorigrm capital gain of a company shalltag&en into
account in computing the book profit and incetae payable under section 115JB:]

3% * * * *

“[Provided alsdhat nothing contained in suflause ) shall apply to a transaction
undertaken on a recognised stock exchange located imt@ngational Financial Services Centre
and where the consideration for such transaction is paid or payable in foreign clirrency.

*[Provided also that nothing contained in this clause shall apply to any income arising from
the transfer of a lonterm capiél asset, being an equity share in a company, if the transaction of
acquisition, other than the acquisition notified by the Central Government in this behalf, of such
equity share is entered into on or after the 1st day of October, 2004 and such tramsanito
chargeable to securities transaction tax under Chapter VII of the Finance (No. 2) Act, 2004
(23 of 2004).]

6[Provided also that nothing contained in this clause shall apply to any income arising from
the transfer of longerm cajital asset, being an equity share in a company or a unit of an equity
oriented fund or a unit of a business trust, made on or after the 1st day of Apri], 2018.

[Explanationd For the purposes of this clauge,
(@fhequity oriented fundod means a fund

(i) where the investible funds are invested by way of equity shares in domestic companies
to the extent of more than sixtiye per cent. of the total proceeds of such fund; and

(i) which has been set up under a scheme of a Mutual Fund specified under
clause 23D):

Providedthat the percentage of equity share holding of the fund shall be computed with
reference to the annual average of the monthly averages of the opening and closing figures;]

Al nternati onal F i n d hawei thee sam& meaning aseassignEécetaitim e 0
clause ) of section 2 of the Special Economic Zones Act, 2005 (28 of 2005);

. Ins. by Act 25 of 2014, s. 5 (w.e.£412015).

. Ins. by Act 21 of 2006, s. 4 (w.e.£4:2007).

. The second proviso omitted by Act 20 of 2015, s. 7 (w.et§2016).
. Ins. by Act 28 of 2016, s. 7 (w.e.£412016).

. Ins. by Act 7 of 2017, s. 6 (w.e.£412018).

. Ins. by Act 13 of 2018, s.(W.e.f. 1:4-2018).

. Subs. by Act 28 of 2016, s. 7, for theplanation(w.e.f. 1:4-2016).
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(c) firecognised stockk x changeo shall have the iMening
the Explanation 1o subsection b) of section 43;

(39 any specified income, arising from any international sporting event held in India, to the
person or persons notified by the Central Government in the Official Gazette, if such international
sporting everd

(a) is approved by the interianal body regulating the international sport relating to such
event;

(b) has patrticipation by more than two countries;

(c) is notified by the Central Government in the Official Gazette for the purposes of this
clause.

Explanationd For the purposesdfhi s ¢l ause, Athe specified i
nature and to the extent, arising from the international sporting event, which the Central Government
may notify in this behalf;

(40) any income of any subsidiary company by way of grant orwthereceived from an Indian
company, being its holding company engaged in the business of generation or transmission or
distribution of power if receipt of such income is for settlement of dues in connection with
reconstruction or revival of an existingdiness of power generation:

Providedthat the provisions of this clause shall apply if reconstruction or revival of any existing
business of power generation is by way of transfer of such business to the Indian company notified
under sukclause §) of clause ) of subsection §) of section 8dA,

(41 any income arising from transfer of a capital asset, being an asset of an undertaking engaged
in the business of generation or transmission or distribution of power where such transfer is effected
on or bebre the 31st day of March, 2006, to the Indian company notified underleaude &) of
clause ¥) of subsection §) of section 8dA;]

’[(42) any specified income arising to a body or authority which

(&) has been established or constituted or appoimedr a treaty or an agreement entered
into by the Central Government with two or more countries or a convention signed by the Central
Government;

(b) is established or constituted or appointed not for the purposes of profit;

(c) is notified by the Cenal Government in the Official Gazette for the purposes of this
clause.

Explanationd For t he purposes of this clause, isp
nature and to the extent, arising to the body or authority referred to in this clause, lwehich t
Central Government may notify in this behalf;]

%(43) any amount received by an individual as a loan, either in lump sum or in instalment, in a
transaction of reverse mortgage referred to in claxspdf section 47;]

“[(44) any income received by amerson for, or on behalf of, the New Pension System Trust
established on the 27th day of February, 2008 under the provisions of the Indian Trusts Act, 1882 (2
of 1882);]

°[(45) any allowance or perquisite, as may be notified by the Central Governntaert @fficial
Gazette in this behalf, paid to the Chairman or a retired Chairman or any other member or retired
member of the Union Public Service Commissjion;

1. Ins. by Act 55 of 2005, s. 2 (w.e.£412006).
2. Ins. by Act 21 of 2006. s. 4 (w.e.£412007).
3. Ins. by Act 43 of 2008, s. 4 (w.e.£412008).
4. Ins. byAct 33 of 2009, s. 4 (w.e.f-4-2009).
5. Ins. by Act 8 of 2011, s. 4 (w.e.£4t2008).
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'[(46) any specified incomarising to a body or authority or Board or Trust or Commission (by
whatever name called), or a classhereof]whichd

(a) has been established or constituted by or under a Central, State or Provincial Act, or
constituted by the Central Government or a State Government, with the object of regulating or
administering anwctivity for the benefit of the general public;

(b) is not engaged in any commercial activity; and

(c) is notified by the Central Government in the Official Gazette for the purposes of this
clause.

Explanationd For t he purposes oifncomesd cnheaaunsse ,t hies pie
nature and to the extent arising to a body or authority or Board or Trust or Commission (by whatever
name calledf], or a classhereof]referred to in this clause, which the Central Government may, by
notification in theOfficial Gazette, specify in this behalf;

(47) any income of an infrastructure debt fund, set up in accordance with the guidelines as may
be prescribedyhich is notified by the Central Government in the Official Gazette for the purposes of
this clause;]

%(48) any income received in India in Indian currency by a foreign company on accd|s#lef
of crude oil, any other goods or rendering of services, as may be notified by the Central Government
in this behalf, to any person] in India:

Providedtha®

(i) receipt of such income in India by the foreign company is pursuant to an agreement or an
arrangement entered into by the Central Government or approved by the Central Government;

(i) having regard to the national interest, the foreign company andgreement or
arrangement are notified by the Central Government in this behalf; and

(iii) the foreign company is not engaged in any activity, other than receipt of such income, in
Indiaj]
°[(48A) any income accruing or arising to a foreign company onuatanf storage of crude oil in
a facility in India and sale of crude oil therefrom to any person resident in India:

Providedtha®

(i) the storage and sale by the foreign company is pursuant to an agreement or an arrangement
entered into by the Central Gamment or approved by the Central Government; and

(i) having regard to the national interest, the foreign company and the agreement or
arrangement are notified by the Central Government in this behalf;

®[(48B) any income accruing or arising to a foreigmpany on account of sale of leftover stock of
crude ail, if any, from the facility in India after the expiry of the agreement or the arrangement referred to
in clause 48A ‘[or on termination of theaid agreement or the arrangement, in accordancetivith
terms mentioned therein, as the case may safgject to such conditions as may be notified by the
Central Government in this behalf;]

¥(49) any income of the National Financial Holdings Company Limited, being a company set up
by the Central Governmé of any previous year relevant to any assessment year commencing on or
before the 1st day of April, 2014;]

. Ins. by Act 8 of 2011, s. 4 (w.e.£6t2011).

. Ins. by Act 13 of 2018, s. 5 (w.e.£412018).

. Ins. by Act 23 of 2012, s. 5 (w.e.£4t2012).

.Subs.byAct 17 of 2013, s. 5, for %2814 of crude oil to any
. Ins. by Act 28 of 2016, s. 7 (w.e.£412016).

. Ins. by Act 7 of 2017, s. 6 (w.e.£412018).

. Ins. by Act 13 of 2018, s. 5 (w.e.f412019).

. Ins. by Act 17 of 201,3s. 5 (w.e.f. 14-2014).
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[(50) anyincome arisingrom any specified service provided on or after the date on which the
provisions of Chapter VIII of the Finance Act, 2016 comes into force and chargeable to equalisation
levy under that Chapter.

Explanationd F o r the purposes ofsethised!| ahaltkl hape
assigned to it in claus@ (f section 164 of Chapter VIII of the Finance Act, 2(16.

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

Providedthat where in computing the total income of the undertaking for any assssgear, its
profits and gains had not been included by application of the provisions of this section as it stood
immediately before its substitution by the Finance Act, 2000, the undertaking shall be entitled to
deduction referred to in this sigectiononly for the unexpired period of the aforesaid ten consecutive
assessment years:

Provided furthethat where an undertaking initially located in any free trade zone or export
processing zone is subsequently located in a special economic zone by reasorerdion of such free
trade zone or export processing zone into a special economic zone, the period of ten consecutive
assessment years referred to in thisserttion shall be reckoned from the assessment year relevant to the
previous year in which thundertaking began to manufacture or produce such articles or things or
computer software] in such free trade zone or export processing zone:

A% * * * *

°[Provided alsdhat for the assessment year beginning on the 1st day of April, 2003, thetialedu
under this suisection shall be ninetyer centof the profits and gains derived by an undertaking from the
export of such articles or things or computer software:]

Provided alsahat no deduction under this section shall be allowed to any undertaking for the
assessment year beginning onqist day of April, 2012] and subsequent years.

‘[(1A) Notwithstanding anything contained in ssixction (), the deduction, in computing thetal
income of an undertaking, which begins to manufacture or produce articles or things or computer
software during the previous year relevant to any assessment year commencing on or after the 1st day of
April, 2003, in any special economic zone, shalbb

(i) hundredper cent.of profits and gains derived from the export of such articles or things or
computer software for a period of five consecutive assessment years beginning with the assessment
year relevant to the previous year in which the undertpkiegins to manufacture or produce such
articles or things or computer software, as the case may be, and thereaftgerfifignt.of such
profits and gains for further two consecutive assessment years, and thereafter;

(ii) for the next three consecutivassessment years, so much of the amount not exceeding fifty
per cent.of the profit as is debited to the profit and loss account of the previous year in respect of
which the deduction is to be all owed @peabl cr ed
Economic Zone Re nvest ment Al l owance Reserve Account o
purposes of the business of the assessee in the manner laid dowssectsuri (| B):

. Ins. by Act 28 of 2016, s. 7 (w.e.£612016).

. Subs. by Act 10 of 2000. s. 6, for section 10A (w.e4-2001).

Subs. by Act 14 of 2001, s. -42001)f or fAundertaking was f|
. The third proviso mitted by s. 6ibid. (w.e.f. 1:4-2002).

. Ins. by Act 20 of 2002, s. 5 (w.e.f412003).

Subs. by Act 33 of 2009, €2009., for
. Subs. by Act 32 of 2003, s. 7 (w.e4-2004).

1

l1st day of April,

~No oA WNE
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[Providedthat no deduction under this section shall be allowed t@mssessee who does not
furnish a return of his income on or before the due date specified undsedidn {) of section
139.]

(1B) The deduction under clausi) (of subsection {A) shall be allowed only if the following
conditions are fulfillednamely®

(@) the amount credited to the Special Economic ZoneniRestment Allowance Reserve
Account is to be utilisedl

(i) for the purposes of acquiring new machinery or plant which is first put to use before the
expiry of a period of three years nextléwing the previous year in which the reserve was
created; and

(i) until the acquisition of new machinery or plant as aforesaid, for the purposes of the
business of the undertaking other than for distribution by way of dividends or profits or for
remittance outside India as profits or for the creation of any asset outside India;

(b) the particulars, as may be prescrilbedhis behalf, have been furnished by the assessee in
respect of new machinery or plant along with the return of income fasgessment year relevant to
the previous year in which such plant or machinery was first put to use.

(1C) Where any amount credited to the Special Economic Zor@westment Allowance Reserve
Account under clauséi) of subsection LA),0

(a) has been ilised for any purpose other than those referred to irssghtion {B), the amount
so utilised; or

(b) has not been utilised before the expiry of the period specified tnlaube i) of clause &) of
subsection {B), the amount not so utilised,

shall ke deemed to be the profils,
(i) in a case referred to in claus®, (in the year in which the amount was so utilised; or

(ii) in a case referred to in claud®, (in the year immediately following the period of three years
specified in sukclause i) of dause &) of subsection {B),

and shall be charged to tax accordingly.]
(2) This section applies to any undertaking which fulfils all the following conditions, nafhely :

(i) it has begun or begins to manufacture or produce articles or things or comsgitnere
during the previous year relevant to the assessmeri year

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

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

(c) commencing on or after the 1st day of April, 2001 in any special economic zone;
(i) it is not formed by the splitting up, or the reconstruction, of a business already in existence:

Providedthat this condion shall not apply in respect of any undertaking which is formed as a
result of the reestablishment, reconstruction or revival by the assessee of the business of any such
undertakings as is referred tosection 33B, in the circumstances and within tegaqal specified in
that section;

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

1. Ins. by Act 18 of 2005, &. (w.e.f. 24-2006).
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Explanationd The provisions oExplanation 1andExplanation 2to subsection 2) of
section 86 shall apply for the purposes of claugg ©f this subsection as they apply for the purposes of
clause if) of that subsection.

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

Explanationl.d For the purposes ofthissgshe ct i on, the expression ficon
Reserve Bank of India or such other authority as is authorised under any law for the time being in force
for regulating payments and dealings in foreigohange.

Explanation2.8 The sale proceeds referred to in this-sabtion shall be deemed to have been
received in India where such sale proceeds are credited to a separate account maintained for the purpose
by the assessee with any bank outside India t@étapproval of the Reserve Bank of India.

[(4) For the purposes Gfsubsections {) and (LA)], the profits derived from export of articles or
things or computer software shall be the amount which bears to the profits of the business of the
undertakingthe same proportion as the export turnover in respect of such articles or things or computer
software bears to the total turnover of the business carried on by the undertaking.]

(5) The deduction undéfthis section] shall not be admissible for any assemnt year beginning on
or after the 1st day of April, 2001, unless the assessee furnishes in the prescribed form, along with the
return of income, the report of an accountant, as defined iExplanationbelow subsection ) of
section 288, certifyinghat the deduction has been correctly claimed in accordance with the provisions of
this section.

(6) Notwithstanding anything contained in any other provision of this Act, in computing the total
income of the assessee of the previous year relevant t@ghesament year immediately succeeding the
last of the relevant assessment years, or of any previous year, relevant to any subsequent assessmen
yearg

(i) section 32, section 32A, section 33, sectioraB® clauseiX) of subsection {) of section
36 shall apply as if every allowance or deduction referred to therein and relating to or allowable for
any of the relevant assessment yégeading before the 1st day of April, 2001], in relation to any
building, machinery, plant or furniture used for the j@sgs of the business of the undertaking in the
previous year relevant to such assessment year or any expenditure incurred for the purposes of such
business in such previous year had been given full effect to for that assessment year itself and
accordinglysubsection @) of section 32, clausei) of subsection 8) of section 32A, clausai] of
subsection ) of section 33, subection 4) of section 3%r the second proviso to clause) (of sub
section {) of section 36, as the case may be, shallapmly in relation to any such allowance or
deduction;

(i) no loss referred to in stdection ) of section 72r subsection () or subsection 8) of
section 74, in so far as such loss relates to the business of the undertaking, shall be carriedrforward
set off where such loss relates to any of the relevant assessmerf{armdirsy before the 1st day of
April, 2001];

(i) no deduction shall be allowed under section 8@Htsection 80HHAor section 8d or
section 80IA or section 8dB in relation b the profits and gains of the undertaking; and

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

1. Ins. by Act 14 of 2001, s. 6 (w.e.£412001).

2. Subs. by Act 3sectianfl) @ O(0v@l-2003)f.. 71, for fAsub
3.Subs. by s. dbid. , f esection Wb ( w4-2603) . 1

4. Ins. by s. 7ibid. (w.e.f. 1:4-2001).
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(7) The provisionsof subsection 8) and subsection {0) of section 8aA shall, so far as may be,
apply in relation to the undertaking referredimothis section as they apply for the purposes of the
undertaking referred to in section-80

(7A) Where any undertaking of an Indian company which is entitled to the deduction under this
section is transferred, before the expiry of the period spddiii¢his section, to another Indian company
in a scheme of amalgamation or demegyer,

(@) no deduction shall be admissible under this section to the amalgamating or the demerged
company for the previous year in which the amalgamation or the demergeplaiessand

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

2[(7B) The provisions of this section shall not apply to any undertaking, being a Unit referred to in
clause £c) of section 2 of the Special Economic Zones Act, 2005, which has begun or begins to
manufacture or produce articles or things or computer softwanegdilme previous year relevant to the
assessment year commencing on or after the 1st day of April, 2006 in any Special Economic Zone.

(8 Notwithstanding anything contained in the foregoing provisions of this section, where the
assessee, before the dueedé&r furnishing the return of income under sdetion {) of section
139,furnishes to the Assessing Officer a declaration in writing that the provisions of this section may not
be made applicable to him, the provisions of this section shall not applyntéor any of the relevant
assessment years.

3% * * * *

A% * * * *

Explanation2.0 For the purposes of this sectidn,
i) Acomputer &oftwared means

(@) any computer programme recorded on any disc, tape, perforated media or other
information storage device; or

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

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

(i) Aconver txicthlaem gfedr ariegam se f or ei gn exchange wh
the Reserve Bank of India as convertible foreign exchange for the purpdthe Bbreign Exchange
Management Act, 1999 (42 of 1999), and any rules made thereunder or any oth@oodingslaw
for the time being in force;

(iii) fifel ectronic hardware technology par ko me

Electronic Hardware Technology Park (EHTP) Scheme notified by the Government of India in the
Ministry of Commerce and Industry

(iv) fexport turnover o0finmesgect of exporteby theo undeitattimgl ai t i o
articles or things or computer software received in, or brought into, India by the assessee in
convertible foreign exchange in accordance with-sediion 8), but does not include freight,
telecommunication charges or insurance attributable to the delivery of the articles or things or
computer software outside India or expenses, if any, incurred in foreign exchange in providing the
technical services outside lagli

1. Ins. by Act 32 of 2003, s. 7 (w.e.f:4t2004).
2. Ins. by Act 28 of 2005, s. 37 and the Second Schedule (w.€{2006).
3. Subsections 9) and @A) omitted by Act 32 of 2003, s. 7 (w.e.£412003).
4. Explanationl omitted by s. 7ibid. (w.e.f. £4-2004).

5. Subs. by Act 17 of 20

6. Subs. by Act 14 of 20

13, s. 4, for fAFo420i3gn Exchange
01, -42001).6, for i
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(v) free trade zom@ means the Kandla Free Trade Zone ¢
Processing Zone and includes any other free trade zone which the Central Government may, by
notification in the Official Gazette, specify for the purposes af seiction;

(vi) Arel evant assessment year o means any as:¢
consecutive assessment years referred to in this section;

(vii) ifsoftware technol ogy par ko means any pa
TechnologyPark Scheme notified by the Government of India in the Ministry of Commerce and
Industry;

(vii) Aspeci al economic zoneodo means a zone WwWhi c
in the Official Gazette, specify as a special economic zone for thegagpf this section.]

[Explanation3.8 For the removal of doubts, it is hereby declared that the profits and gains derived
from on site development of computer software (including services for development of software) outside
India shall be deemed to lige profits and gains derived from the export of computer software outside
India.]

[Explanatordd For t he purposes of this section, fmani
and polishing of precious and seprecious stones.]

10AA 3[Specialprovisions in respect of newly established Units in Special Economic Zon@g1)
Subject to the provisions of this section, in computing the total income of an assessee, being an
entrepreneur as referred to in claugeof section 2 of the Special Econonziones Act, 2005, from his
Unit, who begins to manufacture or produce articles or things or provide any services during the previous
year relevant to any assessment year commencing on or after the 1st[dayilpf2006, a deduction
of]o

(i) hundredper cent. of profits and gains derived from the export, of such articles or things or
from services for a period of five consecutive assessment years beginning with the assessment year
relevant to the previous year in which the Unit begins to manufacture or preddcearticles or
things or provide services, as the case may be, angéftgentof such profits and gains for further
five assessment years and thereatfter;

(i) for the next five consecutive assessment years, so much of the amount not exceegieg fifty
cent.of the profit as is debited to the profit and loss account of the previous year in respect of which
the deduction is to be allowed and credited tc
ZoneRei nvest ment Res e rreated aAdcutilized fortth@ purpbses obtlee business of
the assessee in the manner laid down irssdbion R).

*[Explanationi For the removal of doubts, it is hereby declared that the amount of deduction
under this section shall be allowed from theltoteome of the assessee computed in accordance with
the provisions of this Act, before giving effect to the provisions of this section and the deduction
under this section shall not exceed such total income of the assessee.]

(2) The deduction under claugg) of subsection () shall be allowed only if the followingonditions
are fulfilled, namelyd

(a) the amount credited to the Special Economic ZonénfRestment Reserve Account is to be
utilisedd

1. Ins. by Act 14 of 2001, s. 6 (w.e.£412001).

2.Ins. by Act 32 of 2003, s. 7 (w.e.f:4t2004).

3. Ins. by Act 28 of 2005, s. 27 and the Second Schedule (w.€2006).

4. Subs. by Act 28 of 2016, s. 8, for the #2017 s, figures
5. Ins. Act 7of 2017, s. 7 (w.e.f.-8-2018).
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(i) for the purposesf acquiring machinery or plant wih is first put to use before the expiry
of a period of three years following the previous year in which the reserve was created; and

(i) until the acquisition of the machinery or plant as aforesaid, for the purposes of the
business of the undertakinghet than for distribution by way of dividends or profits or for
remittance outside India as profits or for the creation of any asset outside India;

(b) the particulars, as may be specified by the Central Board of Direct Taxes in this behalf, under
clause ) of subsection {B) of section 10Ahave been furnished by the assessee in respect of
machinery or plant along with the return of incofbethe assessment year relevant to the previous
year in which such plant or machinery was first put to use.

(3) Whete any amount credited to the Special Economic ZonmRestment Reserve Account under
clause if) of subsection (),d

(a) has been utilised for any purpose other than those referred to-$eaidn 2), the amount so
utilised; or

(b) has not beentilised before the expiry of the period specified in-slduse i) of clause 4) of
subsection @), the amount not so utilised,

shall be deemed to be the profits,

(i) in a case referred to in claus®, (in the year in which the amount was so utilisad,;

(ii) in a case referred to in claud®, (in the year immediately following the period of three years
specified in sukclause i) of clause 4) of subsection @),

and shall be charged to tax accordingly:

Providedthat where in computing the total omoe of the Unit for any assessment year, its profits
and gains had not been included by application of the provisions &festibn {B) of section 10A
the undertaking, being the Unit shall be entitled to deduction referred to in théestidn only fo
the unexpired period of ten consecutive assessment years and thereafter it shall be eligible for
deduction from income as provided in clausedf subsection {).

Explanationd For the removal of doubts, it is hereby declared that an undertaking, theing
Unit, which had already availed, before the commencement of the Special Economic Zones Act,
2005, the deductions referred tosection 10Afor ten consecutive assessment years, such Unit shall
not be eligible for deduction from income under thisisect

Provided furthethat where a Unit initially located in any free trade zone or export processing
zone is subsequently located in a Special Economic Zone by reason of conversion of such free trade
zone or export processing zone into a Special Econdioiee, the period of ten consecutive
assessment years referred to above shall be reckoned from the assessment year relevant to the
previous year in which the Unit began to manufacture, or produce or process such articles or things or
services in such freeaide zone or export processing zone:

Provided alsahat where a Unit initially located in any free trade zone or export processing zone
is subsequently located in a Special Economic Zone by reason of conversion of such free trade zone
or export processingone into a Special Economic Zone and has completed the period of ten
consecutive assessment years referred to above, it shall not be eligible for deduction from income as
provided in clauseii( of subsection () with effect from the 1st day of April, 28.
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1[(4) This sectionapplies to any undertaking, being the Unit, which fulfils all the following
conditions, namely

(i) it has begun or begins to manufacture or produce articles or things or provide services during
the previous year relevant to the essment year commencing on or after the 1st day of April, 2006
in any Special Economic Zone;

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

Providedthat this condition shall not apply in respectaf/ undertaking, being the Unit, which is
formed as a result of the-establishment, reconstruction or revival by the assessee of the business of
any such undertaking as is referred tséetion 33B in the circumstances and within the period
specified n that section;

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

Explanationd The provisions oExplanationsl and2 to subsection 8) of section 8AlA shall apply
for the purposes of claugii ) of this subsection as they apply for the purposes of claii¥®f(that sub
section.]

(5) Where any undertaking being the Unit which is entitled to the deduction under this section is
transferred, before the expiry of the period specified in #ian, to another undertaking, being the Unit
in a scheme of amalgamation or demefyer,

(a) no deduction shall be admissible under this section to the amalgamating or the demerged Unit,
being the company for the previous year in which the amalgamattbe demerger takes place; and

(b) the provisions of this section shall, as they would have applied to the amalgamating or the
demerged Unit being the company as if the amalgamation or demerger had not taken place.

(6) Loss referred to in subection () of section 72r subsection () or subsection 8) of section 74
in so far as such loss relates to the business of the undertaking, being the Unit shall be allowed to be
carried forward or set off.

(7) For the purposes of stdection (), the profits deried from the export of articles or things or
services (including computer software) shall be the amount which bears to the profits of the business of
the undertaking, being the Unit, the same proportion as the export turnover in respect of such articles or
things or services bears to the total turnover of the business carfgy time undertaking]:

¥[Providedthat the provisions of this stdection [as amended by section 6 of the Finance (No. 2)
Act, 2009 (33 of 2009)] shall have effect for esessment year beginning on the 1st day of April, 2006
and subsequent assessment years.]

(8) The provisions of subections §) and 6) of section 10Ashall apply to the articles or things or
services referred to in stdection () as i

(a) for the figur e s, l etters and word Alst April, 200
20060 had been substituted:;

() for the word Aundertakingo, the words HAun:

(9) The provisions of subection 8) and subsedion (10) of section 8@A shall, so far as may be,
apply in relation to the undertaking referred to in this section as they apply for the purposes of the
undertaking referred to in section-8%.

1. Subs. by Act 22 of 2007, s. 7, for certain words (w.e:2-P006).
2. Subs. by Act 33 of 2009%2018). 6, for Aby the assesseeod |
3. Ins. by Act 14 of 2010, s. 6 (w.e.f412010).
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(10) Wherea deduction under this section is claimed alowed in respect of profits of any of the
specified business, referred to in claugeof subsection 8) of section 35AD, for any assessment year,
no deduction shall be allowed under the provisions of section 38A&ation to such specified business
for the same or any other assessment year.]

Explanation 18 For the purposes of this sectidn,

i) Aexport turnoverodo means the consideration
Unit of articles or things or services received in, or brougtdt, iindia by the assessee but does not
include freight, telecommunication charges or insurance attributable to the delivery of the articles or
things outside India or expenses, if any, incurred in foreign exchange in rendering of services
(including compter software) outside India;

(i) "nexport in relation to the Special Econom
out of India from a Special Economic Zone by land, sea, air, or by any other mode, whether physical
or otherwise;

(i) Amamwefoacthal | have the same meofsection®ofthes as s
Special Economic Zones Act, 2005;

(iv) irel evant assessment yeard means any ass
consecutive assessment years referred tfusrsection;

(V) iSpeci al Economic Zoned and AUnitod shall
under clausexzf) and ¢¢ of section 2 of the Special Economic Zones Act, 2005.

Explanation2.8 For the removal of doubts, it is hereby declared thatprofits and gains derived
from on site development of computer software (including services for development of software) outside
India shall be deemed to be the profits and gains derived from the export of computer software outside
India.]

’[10B. Specal provisions in respect of newly established hundreger cent. export-oriented
undertakings.d (1) Subject to the provisions of this section, a deduction of such profits and gains as are
derived by a hundreger cent.exportoriented undertaking from thexgort of articles or things or
computer software for a period of ten consecutive assessment years beginning with the assessment year
relevant to the previous year in which the undertaking begins to manufacture or produce articles or things
or computer soWvare, as the case may be, shall be allowed from the total income of the assessee:

Providedthat where in computing the total income of the undertaking for any assessment year, its
profits and gains had not been included by application of the provisioffsisobection as it stood
immediately before its substitution by the Finance Act, 2000, the undertaking shall be entitled to the
deduction referred to in this sudection only for the unexpired period of aforesaid ten consecutive
assessment years:

¥Provided*[further] that for the assessment year beginning on the 1st day of April, 2003, the
deduction under this stdection shall be ninetper cent.of the profits and gains derived by an
undertaking from the export of such articles or things or computerarefiw

Provided alsahat no deduction under this section shall be allowed to any undertaking for the
assessment year beginning on¥st day of April, 2012] and subsequent years:

®[Provided alsdhat no deduction under this section shall be allowednt@ssessee who does not
furnish a return of his income on or before the due date specified undsecidn () of section 139

1. Ins. by Act 25 of @14, s. 6, (w.e.f.-4-2015).

2. Subs. by Act 10 of 2000, s. 7, for section 10B (w.e4:2D01).

3. Ins. by Act 20 of 2002, s. 6 (w.e.£412003).

4. Subs. by Act 21 of4206D6, s. 5, for fAalsoodo (w.e.f. 1
5, 5ubs. by Act 33dafy 200@psi 4200140 {Hwse. f. 1

6. Ins. by Act 21 of 2006, s. 5 (w.e.£412006).
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(2) This sectiorapplies to any undertaking which fulfils all the following conditions, nardely:
(i) it manufactures or pouces any articles or things or computer software;
(i) it is not formed by the splitting up, or the reconstruction, of a business already in existence:

Providedthat this condition shall not apply in respect of any undertaking which is formed as a
resultof the reestablishment, reconstruction or revival by the assessee of the business of any such
undertaking as is referred to saction 33Bin the circumstances and within the period specified in
that section;

(i) it is not formed by the transfer tong@w business of machinery or plant previously used for
any purpose.

Explanationd The provisions oExplanation 1andExplanation 2to subsection 2) of
section 86 shall apply for the purposes of clausg) (f this subsection as they appfgr the purposes of
clause if) of that subsection.

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

Explanation 18 For the purposes ofthissgshe ct i on, t he expr esneansthe fic on
Reserve Bank of India or such other authority as is authorised under any law for the time being in force
for regulating payments and dealings in foreign exchange.

Explanation 25 The sale proceeds referred to in this-sabtion shall be deemed tmve been
received in India where such sale proceeds are credited to a separate account maintained for the purpose
by the assessee with any bank outside India with the approval of the Reserve Bank of India.

[(4) For the purposes of sidection (), the profits derived from export of articles or things or
computer software shall be the amount which bears to the profits of the business of the undertaking, the
same proportion as the export turnover in respect of such articles or things or computer befivsatre
the total turnover of the business carried on by the undertaking.]

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

(6) Notwithstanding anything contained in any other provision of this Act, in computing the total
income of the assessee of the previous year relevant to the assessment year immediately succeeding the
last of the relevant assessment years, or of any previous rggavant to any subsequent assessment
yearg

(i) section 32section 32Asection 33section 3%and clause iX) of subsection {) of
section 35shall apply as if every allowance or deduction referred to therein and relating to or
allowable forany of the relevant assessment yeggading before the 1st day of April, 2001], in
relation to any building, machinery, plant or furniture used for the purposes of the business of the
undertaking in the previous year relevant to such assessment yagr expenditure incurred for the
purposes of such business in such previous year had been given full effect to for that assessment year
itself and accordingly subection @) of section 32 clause i{) of subsection 8) of section 32A
clause if) of subsection 2) of section 33, , subection §) of section 3%r the second proviso to
clause i) of subsection 1) of section 36 as the case may be, shall not apply in relation to any such
allowance or deduction;

1. Subs. by Act 14 of 2001, s. 7, for ssixtion §) (w.e.f. 24-2001).
2. Ins. by Act 32 of 2003, s. 8, (w.r.e.f412001).
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(i) no loss referredo in subsection () of section 72r subsection {) or subsection 8)
of section 74in so far as such loss relates to the business of the undertaking, shall be carried forward
or setoff where such loss relates to any of the relevant assessment[gadiag before thdst day
of April, 2001;]

(i) no deduction shall be allowed unaection 80HHdr section 80HHAor
section 8@ or section 80lAor section 86IB in relation to the profits and gains of the undertaking;
and

(iv) in computing thedepreciation allowance undeection 32the written down value of any
asset used for the purposes of the business of the undertaking shall be computed as if the assessee ha
claimed and been actually allowed the deduction in respect of depreciatiorclicofethe relevant
assessment year.

(7) The provisions of subection 8) and suksection (0) of section 80lA shall, so far as may be,
apply in relation to the undertaking referred to in this section as they apply for the purposes of the
undertaking refered to insection 80IA.

2[(7A) Where any undertaking of an Indian company which is entitled to the deduction under this
section is transferred, before the expiry of the period specified in this section, to another Indian company
in a scheme of amalgamati or demergey

(@) no deduction shall be admissible under this section to the amalgamating or the demerged
company for the previous year in which the amalgamation or the demerger takes place; and

(b) the provisions of this section shall, as far as mayapply to the amalgamated or resulting
company as they would have applied to the amalgamating or the demerged company if the
amalgamation or the demerger had not taken fjlace.

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

3% * * * *
A% * * * *
5% * * * *

Explanation 20 For the purposes of this sectidn,
i) Acomput eneangs of t war e o

(@) any computer programme recorded on any disc, tape, perforated media or other
information storage device; or

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

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

1. Ins. by Act 32 of 2003, s.(8.r.e.f. :4-2001).

2. Ins. by s. 8ibid. (w.e.f. 1:4-2004).

3. Clause 9) omitted by, s. 8 (w.e.f.-#-2004).

4. Clause 9A) omitted by s. 8bid. (w.e.f. 1:4-2004).
5. Explanation lomittedby s. 8bid. (w.e.f. £4-2004).

119



(ii) conivertible foreige x c hange o means foreign exchange wt
the Reserve Bank of India as convertible foreign exchange for the purpdtee &breign Exchage
Management Act, 1999 (42 of 1999)], and any rules made thereunder or any other corresponding law
for the time being in force;

(iii) fifexport tur nover ofinmespect of expdrteby theoumdeitallirgy i t i o
articles or things or computer faware received in, or brought into, India by the assessee in
convertible foreign exchange in accordance with-sedtion 8), but does not include freight,
telecommunication charges or insurance attributable to the delivery of the articles or things or
computer software outside India or expenses, if any, incurred in foreign exchange in providing the
technical services outside India;

(iv) i humpedcgemt.dxportor i ent ed wundertakingd means an
approved as a hundreer centexportoriented undertaking by the Board appointed in this behalf by
the Central Government in exercise of the powers conferred by section 14 of the Industries
(Development and Regulation) Act, 1951 (65 of 1951), and the rules made under that Act;

MArel evant assessment year sd0 means any ass:ée
consecutive assessment years, referred to in this section.]

¥[Explanation3.8 For the removal of doubts, it is hereby declared that the profits and gains derived
from on dte development of computer software (including services for development of software) outside
India shall be deemed to be the profits and gains derived from the export of computer software outside
India.]

“[Explanation4.d For the purposes of this sectithmanuf act ure or produceod ¢
and polishing of precious and seprecious stones.]

°[10BA. Special provisions in respect of export of certain articles or things. (1) Subject to the
provisions of this section, a deduction of such psaind gains as are derived by an undertaking from the
export out of India of eligible articles or things, shall be allowed from the total income of the assessee:

Providedthat where in computing the total income of the undertaking for any assessment year,
deduction undesection 10Aor section 10Bhas been claimed, the undertaking shall not be entitled to the
deduction under this section:

Provided furthethat no deduction under this section shall be allowed to any undertaking for the
assessment year beging on the 1st day of April, 2010 and subsequent years.

(2) This section applies to any undertaking which fulfils the following conditions, nadnely:

(a) it manufactures or produces the eligible articles or things without the use of imported raw
materials;

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

Providedthat this condition shall not apply in respect of any undertaking which is formed as a
result of the reestablishment, reconstruction or reviigl the assessee of the business of any such
undertaking as is referred to gection 33Bin the circumstances and within the period specified in
that section;

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

Explanationd The provisions oExplanation 1andExplanation 2to subsection ) of
section 8@ shall apply for the purposes of this clause as they apply for the purposes of ic)aafse (
subsection @) of that section;

1. Subs. by Act 17 of 2013, 4., for
2. Subs. by Act 14
3. Ins. by s. 7ibid. (w.e.f. £4-2001).

4. Ins. by Act 32 of 2003, s.(@.e.f. 1:4-2004).
5.1Ins. by Act 54 of 2003, s. 3 (w.e.fz4t2004).
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(d) ninety percent.or more of its sales during the previous year relevant to the assessment year
are by way of exports of the eligible articles or things;

(e) it employs twenty or more workers during the previous year in the process of manufacture or
producton.

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

Explanationd For the purposes of this ssbe c t i on, the expression fcom
Reserve Bank of India or such other authority aauihorised under any law for the time being in force
for regulating payments and dealings in foreign exchange.

(4) For the purposes of stgection ), the profits derived from export out of India of the eligible
articles or things shall be the amouwvttich bears to the profits of the business of the undertaking, the
same proportion as the export turnover in respect of such articles or things bears to the total turnover of
the business carried on by the undertaking.

(5) The deduction under stdection () shall not be admissible, unless the assessee furnishes in the
prescribed form, along with the return of income, the report of an accountant, as defined in
the Explanationbelow subsection 2) of section 288 certifying that the deduction has beeorrectly
claimed in accordance with the provisions of this section.

(6) Notwithstanding anything contained in any other provision of this Act, where a deduction is
allowed under this section in computing the total income of the assessee, no dedudtion alalved
under any other section in respect of its export profits.

(7) The provisions of subection 8) and suksection {0) of section 80lA shall, so far as may be,
apply in relation to the undertaking referred to in this section as they applefguurposes of the
undertaking referred to isection 80IA.

Explanationd For the purposes of this sectidn,

(@ nconvertible foreign exchangeo means for ei
the Reserve Bank of India as convertible foreigohange for the purposes of the Foreign Exchange
Management Act, 1999 (42 of 1999), and any rules made thereunder or any other corresponding law
for the time being in force;

() fAeligible articl -eade articlestohthingsy whicheaofardsticsvalue | | h
and which requires the use of wood as the main raw material;

(o nexport turnovero means the consideration
articles or things received in, or brought into, India by the assesseevirtiole foreign exchange in
accordance with subection 8), but does not include freight, telecommunication charges or insurance
attributable to the delivery of the articles or things outside India;

(dd fAexport out of | nditowbywdyaflsdle onothérwise,rincalshod, e a
emporium or any other establishment situate in India, not involving clearance of any customs station
as defined in the Customs Act, 1962 (52 of 1962).

[10BB. Meaning of computer programmes in certain cases.The profits and gains derived by an
undertaking from the production of computer programmes under section 10B, as it stood prior to its
substitution by section 7 of the Finance Act, 2000 (10 of 2000), shall be construed as if for the words
Acomputer sproghammer ds Acomputer programmes ofr
datao had been substituted in that section. ]

1. Ins. by Act 14 of 2001, s. 8 (w.e.f£411994).
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110C. Special provision in respect of certain industrial undertakings in North-Eastern
Regiond (1) Subject to the provisions of thégction, any profits and gains derived by an assessee from
an industrial undertaking, which has begun or begins to manufacture or produce any article or thing on or
after the 1st day of April, 1998 in any Integrated Infrastructure Development Centraisirisddsrowth
Centre located in the NortBastern Region (hereafter in this section referred to as the industrial
undertaking) shall not be included in the total income of the assessee.

(2) This section applies to any industrial undertaking which fulilsthe following conditions,
namelyd

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

Providedthat this condition shall not apply in respect of any industrial undertaking which is
formed as a result @he reestablishment, reconstruction or revival by the assessee of the business of
any such industrial undertaking as is referred tseiction 33Bin the circumstances and within the
period specified in that section;

(i) it is not formed by the trangfeéo a new business of machinery or plant previously used for
any purpose.

Explanationd The provisions oExplanation 1andExplanation 2to subsection 8) of
section 80lA shall apply for the purposes of claugé ¢f this subsection as thy apply for the purposes
of clause if) of that suksection.

(3) The profits and gains referred to in ssdxtion {) shall not be included in the total income of the
assessee in respect of ten consecutive assessment years beginning with the assasseatevaryeto the
previous year in which the industrial undertaking begins to manufacture or produce articles or things.

(4) Notwithstanding anything contained in any other provision of this Act, in computing the total
income of the assessee of any prasigear relevant to any subsequent assessmend year,

(i) section 32section 3%and clause iX) of subsection () of section 3Ghall apply as if
deduction referred to therein and relating to or allowable for any of the relevant assessment years, in
relation to any building, machinery, plant or furniture used for the purposes of the business of the
industrial undertaking in the previous year relevant to such assessment year or any expenditure
incurred for the purposes of such business in such prey@arshad been given full effect to for that
assessment year itself and, accordingly;sediion @) of section 32 subsection §) of section 3%r
the second proviso to claudg)(of subsection L) of section 36 as the case may be, shall not apply
in relation to any such deduction;

(i) no loss referred to in stdection L) of section 72r subsection {) or subsection B)
of section 74 in so far as such loss relates to the business of the industrial undertaking, shall be
carried forward or set bfvhere such loss relates to any of the relevant assessment years;

@ii) no deduction shall be allowed undection 80HHrsection 80HHAor
section 86l or section 86IA or section80-IB or sectior80JJAin relation to the profitend gains of
the industrial undertakings; and

(iv) in computing the depreciation allowance unskstion 32the written down value of any
asset used for the purposes of the business of the industrial undertaking shall be computed as if the
assessee hadagined and been actually allowed the deduction in respect of depreciation for each of
the relevant assessment years.

(5) The provisions of subection 8) and subsection (0) of section 86IA shall, so far as may be,
apply in relation to the industrial uedaking referred to in this section as they apply for the purposes of
the industrial undertaking referred togaction 88lA or section 80IB as the case may be.

1. Ins. by Act 27 of 1999, s. 7 (w.e.£411999).

122



(6) Notwithstandinganything contained in the foregoing provisions of this section, where the assessee
before the due date for furnishing the return of his income undesesation {) of section 139, furnishes
to the Assessing Officer a declaration in writing that the groms of this section may not be made
applicable to him, the provisions of this section shall not apply to him in any of the relevant assessment
years:

[Providedthat no deduction under this section shall be allowed to any undertaking for the assessment
year beginning on the 1st day of April, 2004 and subsequent years.]

Explanationd For the purposes of this sectidn,

i) Alntegrated I nfrastructure Devel opment Cen
North-Eastern Region, which the Central v@onment, may, by notification in the Official Gazette,
specify for the purposes of this section;

(i) Al ndustri al Growth Centred means -Emgsteecnh cer
Region, which the Central Government may, by notification inQffecial Gazette, specify for the
purposes of this section;

(iii) i Nbasther n Regiond means the region compr
Assam, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim and Tripura;

(iv) irel evant a s s ehe 4em eamdecutiyee yeearss beginmng avithsthe year in
which the industrial undertaking begins to manufacture or produce articles or things.]

’[11.Income from property held for charitable or religious purposesd (1) Subject to the
provisions of sections 6fb 63, the following income shall not be included in the total income of the
previous year of the person in receipt of the inadme

3[(a) income derived from property held under trust wholly for charitable or religious purposes, to
the extent to which sudncome is applied to such purposes in India; and, where any such income is
accumulated or set apart for application to such purposes in India, to the extent to which the income
so accumulated or set apart is not in exce8fiftéen per cenfl. of the inmme from such property:

(b) income derived from property held under trust in part only for such purposes, the trust having
been created before the commencement of this Act, to the extent to which such income is applied to
such purposes in India; and, whery such income is finally set apart for application to such
purposes in India, to the extent to which the income so set apart is not in exifieesf per cent.
of the income from such property;

(c) income[derived from property held under trust]

(i) created on or after the 1st day of April, 1952, for a charitable purpose which tends to
promote international welfare in which India is interested, to the extent to which such income is
applied to such purposes outside India, and

(i) for charitable oreligious purposes, created before the 1st day of April, 1952, to the extent
to which such income is applied to such purposes outside India:

Providedthat the Board, by general or special order, has directed in either case that it shall not be
included n the total income of the person in receipt of such income;

1. Ins. by Act 32 of 2003, s. 9 (w.e.£412004).

2. Section 11 restored by Actd 1989, s. 95 with amendments (w.e f4-1989). Earlier omitted by Act 4 of 1988, s. 7
(w.e.f. 1:4-1989).

3. Subs. by Act 41 of 1975, s. 4, for claus®sahd p) (w.e.f. £4-1976).

4 . Subs. by Act 26 iuofe @02 £42003). D, (fware.fft. wenty

5. Ins. by Act 16 of 1972, s. 5 (w.e.f411973).
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![(d) income in theform of voluntary contributions made with a specific direction that they shall
form part of the corpus of the trust or institution.

[Explanation’[1].8 For the purposes alausesd) and b),d

(1) in computing théTfifteen per cenf of the income which may be accumulated or set apart,
any such voluntary contributions as are referred to in secti@hdlRbe deemed to be part of the
income;

(2) if, in the previous yeathe income applied to charitable or religious purposes in India falls
short of’[eighty-five per cenf of the income derived during that year from property held under trust,
or, as the case may be, held under trust in part, by any adnount

(i) for thereason that the whole or any part of the income has not been received during that
year, or

(i) for any other reason,
therd

(a) in the case referred to in satause i), so much of the income applied to such purposes in
India during the previous yean iwhich the income is received or during the previous year
immediately following as does not exceed the said amount, and

(b) in the case referred to in satause i{), so much of the income applied to such purposes
in India during the previous year imdiately following the previous year in which the income
was derived as does not exceed the said amount,

may, at the option of the person in receipt of the inctjfsech option to be exercised before the expiry

of the time allowed under stdection () of section 139 for furnishing the return of income, in such form

and manner as may be prescrifhdém) deemed to be income applied to such purposes during the previous
year in which the income was derived; and the income so deemed to have been appliet tshédiken

into account in calculating the amount of income applied to such purposes, in the case referred to in sub
clause i), during the previous year in which the income is received or during the previous year
immediately following, as the case may laad, in the case referred to in atlbuse if), during the
previous year immediately following the previous year in which the income was derived.]

[Explanation2.8 Any amount credited or paid, out of income referred to in claajser(clause If)
read with Explanation 1, to any other trust or institution registered under section 12AA, being
contribution with a specific direction that they shall form part of the corpus of the trust or institution, shall
not be treated as application of incomedbaritable or religious purposes.]

8[Explanation3.8 For the purposes of determining the amount of application under clause (a) or
clause (b), the provisions of salause (ia) of clause (a) of section 40 and-settions (3) and (3A) of
section 40A, shallmutatis mutandis, apply as they apply in computing the income chargeable under the
head fAProfits and galins of business or professio

°[(1A) For the purposes of sigection {),8
(a) where a capital asset, being property held under trust wholly foitadlaror religious
purposes, is transferred and the whole or any part of the net consideration is utilised for acquiring

another capital asset to be so held, then, the capital gain arising from the transfer shall be deemed to
have been applied to charitalor religious purposes to the extent specified hereunder, némely:

(i) where the whole of the net consideration is utilised in acquiring the new capital asset, the
whole of such capital gain;

1. Ins. by Act 3 of 1989, s. 5 (w.e.£4:1989).

2. Subs. by Act 41 of 1975, s. 4, Bxplanation(w.e.f. 14-1976).

3. TheExplanationrenumbered aBxplanationl thereof by Act 7 of 201%. 8 (w.e.f. 14-2018).

4. Subs. by Act 20fiofe 2Pédr2, c42003).70 f ow. ditfwenty

5.Subs.bys. fbid.,f or fidewentpyer c42003). 06 (w. e. f. 1

6 . Subs. by Act 20 of 2015, S . &eforef thoe rexpify (Ofsthe ¢irhe altowed under t o
subsectiony) of section 139 for furn#48Hl6.ng the return of 1inco

7. Ins. by Act 7 of 2017, s. 8 (w.e.£4t2018).

8. Ins. by Act 13 of 2018, s. 6 (w.e.f412019).

9. Ins. by Act 32 01971, s. 5 (w.r.e.f.-#-1962).
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(i) where only a pamf the net consideration is utilised for acquiring the new capital asset, so
much of such capital gain as is equal to the amount, if any, by which the amount so utilised
exceeds the cost of the transferred asset;

(b) where a capital asset, being propemgld under trust in part only for such purposes, is
transferred and the whole or any part of the net consideration is utilised for acquiring another capital
asset to be so held, then, the appropriate fraction of the capital gain arising from the thafidier s
deemed to have been applied to charitable or religious purposes to the extent specified hereunder,
namelyd

(i) where the whole of the net consideration is utilised in acquiring the new capital asset, the
whole of the appropriate fraction of sucdpital gain;

(ii) in any other case, so much of the appropriate fraction of the capital gain as is equal to the
amount, if any, by which the appropriate fraction of the amount utilised for acquiring the new
asset exceeds the appropriate fraction of tise @fathe transferred asset.

Explanationd In this subsectiong

) Aappropriate fractiondo means the fractio
derived from the capital asset transferred was immediately before such transfer applicable to
chaitable or religious purposes;

(i) ficost of the transferred assetd means
ascertained for the purposes of sectiorad® 49) of the capital asset which is the subject of the
transfer and the cost of any improverhéhereto within the meaning assigned to that expression
in subclause ) of clause 1) of section 55;

(i) Anet considerationo means the full wvalu
result of the transfer of the capital asset as reducedngyexpenditure incurred wholly and
exclusively in connection with such transfer.]

[(1B) Where any income in respect of which an option is exercised under clausef (
the Explanationto subsection {) is not applied to charitable or religious purposesndia during the
period referred to in sublause &) or, as the case may be, stlhuse ), of the said clause, then, such
income shall be deemed to be the income of the person in receipt dhereof

(a) in the case referred to in sglause i) of thesaid clause, of the previous year immediately
following the previous year in which the income was received; or

(b) in the case referred to in solause if) of the said clause, of the previous year immediately
following the previous year in which tiiecome was derived.

’[(2) *[Where “[eighty-five per ceni. of the income referred to in clause) (or clause If) of
subsection 1) read with theexplanatiornto that suksection is not applied, or is not deemed to have been
applied, tocharitable or religious purposes in India during the previous year but is accumulated or set
apart, either in whole or in part, for application to such purposes in India, such income so accumulated or
set apart shall not be included in the total incomé¢hefprevious year of the person in receipt of the
income, provided the following conditions are complied with, narge)y:

°[(a) such person furnishes a statement in the prescribed form and in the préscsibedr to
the Assessing Officer, stating the purpose for which the income is being accumulated or set apart and

1. Ins. by Act 41 of 1975, s. 4 (w.e.£411976).

2. Subs. by Act 19 of 1970, s. 5, for sséxtion (2) (w.e.f. U-1971).

3. Subs. by Act 41 of 1975, s. 4, for certain words (w.e4:1B76).

4, Subs. by Act200f2008,. 7, féi viseeentt42003). 0 (w. e. f. 1
5. Subs. by Act 20 of 2015, s. 8, for claus®s (p) and the first and second provisos (w.e-4-2016).
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the period fowhich the income is to be accumulated or set apart, which shall in no case exceed five
years;

(b) the money saaccumulated or set apart is invested or deposited in the forms or modes
specified in suksection b);

(c) the statement referred to in clausg i6 furnished on or before the due date specified under
subsection () of section 13%or furnishing the rettn of income for the previous year:

Providedthat in computing the period of five years referred to in claagetlfe period during
which the income could not be applied for the purpose for which it is so accumulated or set apart, due
to an order or injuction of any court, shall be excludgd.

[Explanationd Any amount credited or paid, out of income referred to in claajser(clause If) of
subsection (), read with théexplanationto that suksection, which is not applied, but is accumulated or
set ajrt, to any trust or institution registered under section 12A% any fund or institution or trust or
any university or other educational institution or any hospital or other medical institution referred to in
subclause i) or subclause ¥) or subclause i) or subclause Yia) of clause 230 of section 10, shall
not be treated as application of income for charitable or religious purposes, either during the period of
accumulation or thereafter.]

2[(3) Any income referred to in stdection £) whichd

(a) is applied to purposes other than charitable or religious purposes as aforesaid or ceases to be
accumulated or set apart for application thereto, or

%(b) ceases to remain invested or deposited in any of the forms or modes specified in
subsection ), or]

(c) is not utilised for the purpose for which it is so accumulated or set apart during the period
referred to in clausea) of that subsection or in the year immediately following the expiry thereof,

![(d) is credited or paid to artyust or institution registered under section 12étAo any fund or
institution or trust or any university or other educational institution or any hospital or other medical
institution referred to in sublause i) or subclause ¥) or subclause ¥i) or subclause yia) of
clause 230 of section 10,]

shall be deemed to be the income of such person of the previous year in which it is so applied or ceases to
be so accumulated or set apart or ceases to remain so invested or deposited or credited, @asphiel or
case may be, of the previous year immediately following the expiry of the period aforesaid.

“[(3A) Notwithstanding anything contained in sséction 8), where due to circumstances beyond the
control of the person in receipt of the income, anypine invested or deposited in accordance with the
provisions of clausebj of subsection 2) cannot be applied for the purpose for which it was accumulated
or set apart, th§Assessing Officer Jmay, on an application made to him in this behalf, allowpsusbn
to apply such income for such other charitable or religious purpose in India as is specified in the
application by such person and as is in conformity with the objects of the trust; and thereupon the
provisions of suisection 8) shall apply as ithe purpose specified by such person in the application
under this sulsection were a purpose specified in the notice given to[fssessing Officer] under
clause &) ofsubsection p):

1. Ins. by Act 20 of 2002, s. 7 (w.e.£412003).

2. Subs. by Act 19 of 1970, s. 5, feaub-section 8) (w.e.f. £4-1971).

3. Subs. by Act 11 of 1983, s. 39, for clause({v.e.f. :4-1983).

4. Ins. by Act 41 of 1975, s. 4 (w.e.f411976).

5. Subs. by Act 4 -todx 1088 c¢41988)2( wfe@.rf Al hcome
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[Providedthat the YAssessing Officer] shall not allow applicatiasf such income by way of
payment or credit made for the purposes referred to in clduségubsection 8) of section 11

¥[Provided furthethat in case the trust or institution, which has invested or deposited its income in
accordance with the prasions of clauseb) of subsection ), is dissolved, th&Assessing Officer] may
allow application of such income for the purposes referred to in clduségubsection 8) in the year in
which such trust or institution was dissolved.]

(49 Forthepuposes of this section Aproperty held un
held, and where a claim is made that the income of any such undertaking shall not be included in the total
income of the persons in receipt thereof, fssessing Officd shall have power to determine the
income of such undertaking in accordance with the provisions of this Act relating to assessment; and
where any income so determined is in excess of the income as shown in the accounts of the undertaking,
such excess sh#ée deemed to be applied to purposes other than charitable or religious plroses

°[(4A) Subsection {) or subsection R) or subsection 8) or subsection 8A) shall not apply in
relation to any income of a trust or an institution, being prafits gains of business, unless the business
is incidental to the attainment of the objectives of the trust or, as the case may be, institution, and separate
books of account are maintained by such trust or institution in respect of such blsiness.

®[(5) The forms and modes of investing or depositing the money referred to in cljusé gub
section @) shall be the following, namely:

(i) investment in savings certificates as defined in clagsef(section 2 of the Government
Savings Certificates Act,959 (46 of 1959), and any other securities or certificates issued by the
Central Government under the Small Savings Schemes of that Government;

(ii) deposit in any account with the Post Office Savings Bank;

(iii) deposit in any account with a schedubzohk or a cebperative society engaged in carrying
on the business of banking (including a-aperative land mortgage bank or aaperative land
development bank).

Explanationd | n t his cl ause, fischedul ed bankoermeans
the State Bank of India Act, 1955 (23 of 1955), a subsidiary bank as defined in the State Bank of
India (Subsidiary Banks) Act, 1959 (38 of 1959), a corresponding new bank constituted under section
3 of the Banking Companies (Acquisition and TransfetJoflertakings) Act, 1970 (5 of 1970), or
under section 3 of the Banking Companies (Acquisition and Transfer of Undertakings) Act, 1980 (40
of 1980), or any other bank being a bank included in the Second Schedule to the Reserve Bank of
India Act, 1934 (2 0fl934);

(iv) investment in units of the Unit Trust of India established under the Unit Trust of India Act,
1963 (52 of 1963);

(v) investment in any security for money created and issued by the Central Government or a
State Government;

1. Ins. byAct 20 of 200%. 7 (w.e.f. 14-2003).
2Subs. by Act 4 of-t d®806f fisc4elld8). (w.re.iffi.ncbme
3. Ins. by Act 32 of 2003, s. 10 (w.e.f412003).

4 . The words brackets and figures fAand asedia@dd ngmiyt tcéhdar g
Act 19 of 1970, s. 5 (w.e.f-4-1971).

5. Subs. by Act 49 of 1991, s. 6, for ssdxction 4A) (w.e.f. £4-1992).
6.Ins. by Act 11 of 1983, s. 6 (w.e.£411984).
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(vi) investment m debentures issued by, or on behalf of, any company or corporation both the
principal whereof and the interest whereon are fully and unconditionally guaranteed by the Central
Government or by a State Government;

(vii) investment or deposit in anfpublic setor company]:

’[Providedthat where an investment or deposit in any public sector company has been made and
such public sector company ceases to be a public sector cofpany,

(A) such investment made in the shares of such company shall be deemed itovbstarent
made under this clause for a period of three years from the date on which such public sector
company ceases to be a public sector company;

(B) such other investment or deposit shall be deemed to be an investment or deposit made
under this clauséor the period up to the date on which such investment or deposit becomes
repayable by such company;]

(viii) deposits with or investment in any bonds issued by a financial corporation which is engaged
in providing longterm finance for industrial develogmt in India and{which is eligible for
deduction under clausgiif) of subsection {) of section 3B

(ix) deposits with or investment in any bonds issued by a public company formed and registered
in India with the main object of carrying on the busmeof providing longerm finance for
construction or purchase of houses in India for residential purposedvenidh is eligible for
deduction under clausiif) of subsection {) of section 3B

“(ixa) deposits with or investment in any bonds issliyda public company formed and
registered in India with the main object of carrying on the business of providingdiondinance for
urban infrastructure in India.

Explanationd For the purposes of this claude,
(@ A+temgn fi nanceod duvaneennvbereahe termbs undenwhichrmoreys are
loaned or advanced provide for repayment along with interest thereof during a period of not less

than five years;

(b) Apublic companyd shall have the meaning
Act, 1966 (1 of 1956);

(¢ Aurban infrastructuredo means a project f
sewerage, drainage, solid waste management, roads, bridges and flyovers or urban transport;]

(x) investment in immovable property.
Explanationd 6 | mmovabl e propertyo does not include

machinery or plant installed in a building for the convenient occupation of the building) even though
attached to, or permanently fastened to, anything attached to thé earth;

1. Subs. by Act 3 of 1989, s . n Sectionf6d7rof tiie Companies Atk H966 (taf mp a n
1956) 0 -41@89%e . f . 1
2. Ins. by Act 10 of 2000, s. 8 (w.e.f412001).

3.Subs. bys.8pid. , for Awhich is approved by t heVviigefsubsecion{@over nnm
ofecti on 3-82001).w. e. f . 1

4. Ins. by s. 8ibid. (w.e.f. 24-2001).
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[(xi) deposits wittthe Industrial Development Bank of India established under the Industrial
Development Bank of India Act, 1964 (18 of 1964);]

?[(xii) any other form or mode of investment or deposit as may be preskribed.

%(6) In this section where any inee is required to be applied or accumulated or set apart for
application, then, for such purposes the income shall be determined without any deduction or allowance
by way of depreciation or otherwise in respect of any asset, acquisition of which hasaireed as an
application of income under this section in the same or any other previous year.

(7) Where a trust or an institution has been granted registration under dfao$sybsection {) of
section 12AA or has obtained registration at any timeeusdction 12A [as it stood before its amendment
by the Finance (No. 2) Act, 1996 (33 of 1996)] and the said registration is in force for any previous year,
then, nothing contained in section 10 [other than claliser{d clauseQ30 thereof] shall operatto
exclude any income derived from the property held under trust from the total income of the person in
receipt thereof for that previous year.]

“[12. Income of trusts or institutions from contributionsd °[(1)] Any voluntary contributions
received by arust created wholly for charitable or religious purposes or by an institution established
wholly for such purposes (not being contributions made with a specific direction that they shall form part
of the corpus of the trust or institution) shall for thagoses okection 1lbe deemed to be income
derived from property held under trust wholly for charitable or religious purposes and the provisions of
that section andection 13hall apply accordingly.]

®(2) The value of any services, being medical oucational services, made available by any
charitable or religious trust running a hospital or medical institution or an educational institution, to any
person referred to in clause) (or clause lf) or clause €) or clause €c) or clause @) of subsection(3)
of section 13shall be deemed to be income of such trust or institution derived from property held under
trust wholly for charitable or religious purposes during the previous year in which such services are so
provided and shall be chargeable to medax notwithstanding the provisions of sséction ()
of section 11

Explanationd For the purposes of thissgbe ct i on, the expression Aval
benefit or facility granted or provided free of cost or at concessional rate tpeasgn referred to in
clause &) or clauself) or claused) or clausedc) or claused) of subsection 8) of section 13

"[(3) Notwithstanding anything containedsaction 11any amount of donation received by the trust
or institution in terms of clase @) of subsection 2) of section 80G[in respect of which accounts of
income and expenditure have not been rendered to the authority prescribed under Wlaafse (
subsection §C) of that section, in the manner specified in that claagewhich has been utilised for
purposes other than providing relief to the victims of earthquake in Gujarat or which remains unutilised in
terms of suksection 6C) of section 80Gand not transferred to the Prime Minister's National Relief Fund
on or befoe the 31st day of MarcR[2004] shall be deemed to be the income of the previous year and
shall accordingly be charged to tax.]

1. Ins. by Act 21 of 1984, s. 4 (w.e.f£411985).
2. Ins. by Act 3 of 1989, s. 5 (w.e.f£411989).

3. Ins. by Act 25 of 2014, s. 7 (w.e.£412015).
4

. Sections 12 and 12A restoragd Act 3 of 1989, s. 95 (w.e.f-4-1989). Earlier section 12 was omitted by Act 4 of 1988,
S. 7 (w.e.f. 314-1989).

5. Section 12 renumbered as sdttion () therof by Act 10 of 2000, s. 9 (w.e.f£4t2001).

6. Ins. by s. 9ibid. (w.e.f. £4-2001).

7. Ins. by Act 4 of 2001, s. 5 (w.e.£232001).

8. Ins. by Act 20 of 2002, s. 8 (w.e.£232001).

9 Subs. by Act 32 of 2003;22001). 11, for the figures fn2003
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12A. Y[Conditions for applicability of sections 11 and 128 %(1)] The provisions ofection
11 andsection 1Xhall not applyin relation to the income of any trust or institution unless the following
conditions are fulfilled, namel§:

(a) the person in receipt of the income has made an application for registration of the trust or
institution in the prescribed forand in theprescribed manner to tfg* “[Principal Commissioner
or Commissioner] before the 1st day of July, 1973, or before the expiry of a period of one year from
the date of the creation of the trust or the establishment of the instiijtidichever is laterand
such trust or institution is registered undection 12AA]

®[Providedthat where an application for registration of the trust or institution is made after the
expiry of the period aforesaid, the provisions of section 111@msthall apply in relatiorto the
income of such trust or instituti@h,

(i) from the date of the creation of the trust or the establishment of the institutiorf*if‘the
“[Principal Commissioner or Commissioner] is, for reasons to be recorded in writing, satisfied
that the persn in receipt of the income was prevented from making the application before the
expiry of the period aforesaid for sufficient reasons;

(i) from the 1st day of the financial year in which the application is made, if the
3exx 4Principal Commissioner or @amissioner] is not so satisfied:]

‘[Provided furthethat the provisions of this clause shall not apply in relation to any application
made on or after the 1st day of June, 2007;]

’[(ad) the person in receipt of the income has made an application fara#gis of the trust or
institution on or after the 1st day of June, 2007 in the prescribedafadnmanner to th§Principal
Commissioner or Commissioner] and such trust or institution is registeredsgation 12AA]

¥(ab) the person in receipt of the income has made an application for registration of the trust or
institution, in a case where a trust or an institution has been granted registration under section 12AA or
has obtained registration at any time under sectidn[d2 it stood before its amendment by the Finance
(No. 2) Act, 1996 (33 of 1998)and, subsequently, it has adopted or undertaken modifications of the
objects which do not conform to the conditions of registration, in the prescribed form and manner,
within a period of thirty days from the date of said adoption or modification, tdPthmeipal
Commissioner or Commissioner and such trust or institution is registered under section 12AA;]

(b) where the total income of the trust or institution as computed under this Act without giving
effect to the’[provisions ofsection 1landsection 12xceeds the maximum amount which is not
chargeable to incoragax in any previous year], the accounts g trust or institution for that year
have been audited by an accountant as defined iBxjplanationbelow subsection 2) of section
288and the person in receipt of the income furnishes along with the return of income for the relevant
assessment yeahd report of such audit in the prescribed faluy signed and verified by such
accountant and setting forth such particulars as may be prescribed.

Subs. by Act 22 of 2007, s.s,8,etfco®m208/Gw redift.i olns as t o |
. Section 12A renumbered as sézxtion 1) thereof by s. &id. (w.e.f. £6-2007).

The words fAchief commi ssioner-6m89) omitted by Act 27 of
Subs. by Act 25 of 2014620K3). 4, for ACommi ssionero (w. |
Subs. by Act 33 of 1996 74-1997). 5, for Afwhi chever is | at el
. The proviso substituted by Act 49 of 1991, s. 7, (w.elf0-1991).

. Ins. by Act 22 of 2007, 8. (w.e.f. £6-2007).

. Ins. by Act 7 of 2017, s. 9 (w.e.£412018).

. Subs by Act 29 of 2006, s. 4, for certain words and figures (W-4-2006).
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![(ba) the persorin receipt of the income has furnished the return of income for the previous year
in accordance with the provisions of ssdxtion 4A) of section 139, within the time allowed under
that section;]

2% * * * *

%(2) Where an application has been madeoo after the 1st day of June, 2007, the provisions of
sections 11 and 12 shall apply in relation to the income of such trust or institution from the assessment
year immediately following the financial year in which such application is made:]

“[Providedthat where registration has been granted to the trust or institution sedien 12AA
then, the provisions of sectioth4 and12 shall apply in respect of any income derived from property held
under trust of any assessment year preceding the aforesaissment year, for which assessment
proceedings are pending before the Assessing Officer as on the date of such registration and the objects
and activities of such trust or institution remain the same for such preceding assessment year:

Provided furthethat no action undesection 14&hall be taken by the Assessing Officer in case of
such trust or institution for any assessment year preceding the aforesaid assessment year only for non
registration of such trust or institution for the said assessment year:

Provided alsdhat provisions contained in the first and second proviso shall not apply in case of any
trust or institution which was refused registration or the registration granted to it was cancelled at any
time undersection 12AA|

[12AA. Procedure br registration.d (1) The ®** “[Principal Commissioner or Commissioher
on receipt of an application for registration of a trust or institution made under ci@dg® €lause 4a)
%[or clause éb)] of subsection ()] of section 12A, shal

(a) call for such documents or information from the trust or institution as he thinks necessary in
order to satisfy himself about the genuineness of activities of the trust or institution and may also
make such inquiries as he may deem necessary in this behalf; and

(b) after satisfying himself about the objects of the trust or institution and the genuineness of its
activities, hé

(i) shall pass an order in writing registering the trust or institution;

(i) shall, if he is not so satisfied, pass an order in writefgsing to register the trust or
institution,

and a copy of such order shall be sent to the applicant:

Providedthat no order under stddause i) shall be passed unless the applicant has been given a
reasonable opportunity of being heard.

. Ins. by Act 7 of 2017, s. 9 (w.e.£4t2018).

. Clause ) omitted by Act 20 of 2002, s. 9 (Wfel-4-2002).
. Ins. by Act 22 of 2007, s. 8 (w.e.£612007).

. Ins. by Act 25 of 2014, s. 8 (w.e.£1D-2014).

. Ins. by Act 33 of 1996, s. 6 (w.e.f411997).

The words fAchief commissioner-6-089% om
Subs. by Act 25 of 201462013. 4, for A
. Ins. by Act 22 of 2007, s. 9 (w.e.£612007).

. Ins. by Act 7 of 2017, s. 10 (w.e.f412018).

itted by Act 27 of
Commi ssioner o (w. ¢
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(1A) All applications pending before th@Principal Chief Commissioner or Chief Commissidner
on which no order has been passed under cld)s& ubsection () before the 1st day of June, 1999,
shall stand transferred on that day to{Reincipal Commissioer or Commissioner] and tifPrincipal
Commissioner or Commissioner] may proceed with such applications under thsttcsiolm from the

stage at which they were on that day.]

(2) Every order ganting or refusing registration under claubg ¢f subsection () shall be passed
before the expiry of six months from the end of the month in which the application was received under
clause §) “[or clause 4a) “[or clause &b)] of subsection ()] of section 124]

®[(3) Where a trust or an institution has been granted registration under dpeseiibsection )
‘[or has obtained registration at any time urskmtion 12A[as it stood before its amendment by the
Finance (No. 2) Act, 1996 (33 0f9%6)]] and subsequently thdPrincipal Commissioner or
Commissioner] is satisfied that the activities of such trust or institution are not genuine or are not being
carried out in accordance with the objects of the trust or institution, as the case meysball pass an
order in writing cacelling the registration of su¢hust or institution:

Providedthat no order under this sigection shall be passed unless such trust or institution has been

given a reasonable opportunity of being heard.]

8[(4) Without prejudice to the provisions of sskbction 8), where a trust or an institution has been
granted registration under clauds) 6f subsection {) or has obtained registration at any time under
section 12A [as it stood before its amendment by the FinfMoe 2) Act, 1996 (33 of 1996)] and
subsequently it is noticed that the activities of the trust or the institution are being carried out in a manner
that the provisions of sections 11 and 12 do not apply to exclude either whole or any part of thefincome o
such trust or institution due to operation of wastion {) of section 13, then, the Principal
Commissioner or the Commissioner may by an order in writing cancel the registration of such trust or

institution:

Providedthat the registration shall not lsancelled under this stdection, if the trust or institution

proves that there was a reasonable cause for the activities to be carried out in the said manner.]

. Ins. by Act 27 of 1999, s. 9 (w.e.£611999).

. Subs. by Act 25 0of 2014,4., f or HAChi ef Co®BOly si oner o (w.r.e.f. 1
.Subs. bys. 4bid.,f or ACoOomMMmMi ssi-G201&8)r o6 (w. r.e.f. 1

. Ins. by Act 22 of 2007, s. 9 (w.e.£612007).

. Ins. by Act 7 of 2017, s. 10 (w.e.£412018).

. Ins. by Act 23 of 2004, s. 6 (w.e.£10-2004).

. Ins. by Act 14 of 2010, s. 7 (w.e.£612010).

. Ins. by Act 25 of 2014, s. 9 (w.e.£1D-2014).
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'[13. Section 11lnot to apply in certain case$ (1) ’[Nothing contained in section 1br
section 12shall operate so as to exclude from the total income of the previous year of the person in

receipt theredf

(@) any part of the income from the property held under a trust for private religious purposes
which does not enure for thenefit of the public;

(b) in the case of a trust for charitable purposes or a charitable institution created or established
after the commencement of this Act, any income thereof if the trust or institution is created or
established for the benefit of apgrticular religious community or caste;

3% * * * *

(c) in the case of a trust for charitable or religious purposes or a charitable or religious institution,
any income thereof

(i) if such trust or institution has been created or establiafiedthe commencement of this
Act and under the terms of the trust or the rules governing the institution, any part of such income
enures, or

(i) if any part of such income or any property of the trust or the institution (whenever created
or established)s during the previous year used or applied,

directly or indirectly for the benefit of any person referred to insediion 8):

Providedthat in the case of a trust or institution created or established before the
commencement of this Act, the provisioomf subclause if) shall not apply to any use or
application, whether directly or indirectly, of any part of such income or any property of the trust
or institution for the benefit of any person referred to insadtion 8), if such use or application
is by way of compliance with a mandatory term of the trust or a mandatory rule governing the
institution:

Provided furthethat in the case of a trust for religious purposes or a religious institution
(whenever created or established) or a trust for eldeitpurposes or a charitable institution
created or established before the commencement of this Act, the provisionsadiseif)
shall not apply to any use or application, whether directly or indirectly, of any part of such
income or any property ahe trust or institution for the benefit of any person referred to in
subsection ) insofar as such use or application relates to any period before the 1st day of June,
1970;

“[(d) in the case of a trust for charitable or religious purpose a charitable or religious
institution, any income thereof, if for any period during the previousyear

(i) any funds of the trust or institution are invested or deposited after the 28th day of
February, 1983 otherwise than in any one or more of thmsfoor modes specified in
subsection §) of section 11; or

(i) any funds of the trust or institution invested or deposited before the 1st day of March,
1983 otherwise than in any one or more of the forms or modes specified-sectidn §) of
sectionll continue to remain so invested or deposited after the 30th day of November, 1983; or

1. Restored by Act 3 of 1989, s. 95 (w.e:#-1989). Earlier section 13 omitted by Act 4 of 1988, s. 7 (w.e4f1989).
2.Subs.byActé of 1972, s. 7, decionld NOow#d37®.. cbntained in
3. Clauselgb) omitted by Act 11 of 1983, s. 7 (w.e.£411984).

4. Subs. by s. bid., for clause €) (w.e.f. £4-1983).
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(i) any shares ia company, other than
(A) shares in a public sectoompany;

(B) shares prescribed as a form or mode of investment under claiiseof(
subsection §) of section 11,

are held by the trust or institution after the 30th day of November, 1983:]
Providedthat nothing in this clause shall apply in relatio& to

(i) any assets held by the trust or institution where such assets form part of the corpus of the trust
or institution as on the 1st day of June, 1§78

¥(ia) any accretion to the shares, forming part of the corpus mentioned in dlauseviay of
bonus shares allotted to the trust or institution;]

(i) any assets (being debentures issued by, or on behalf of, any company or corporation) acquired
by the trust or institution before the 1st day of March, 1983;

“I(iia) any asset, not being an investment or deposit in any of the forms or modes specified in
subsection b) of section 11, where such asset is not held by the trust or institution, otherwise than in
any of the forms or modes specified in @drtion b) of section 11, after the expiry of one year from
the end of the previous year in which such asset is acquired or the 31st day of @8],
whichever is later;]

(i) any funds representing the profits and gains of business, being profits and gailys of an
previous year relevant to the assessment year commencing on the 1st day of April, 1984 or any
subsequent assessment year.

Explanationd Where the trust or institution has any other income in addition to profits and gains
of business, the provisions of ake {ii) of this proviso shall not apply unless the trust or institution
maintains separate books of account in respect of such business.]

®[Explanationd For the purposes of suttause i) of clause ¢), in determining whether any part of
the income or my property of any trust or institution is during the previous year used or applied, directly
or indirectly, for the benefit of any person referred to insedtion 8), insofar as such use or application
relates to any period before the 1st day of JU@y,2, no regard shall be had to the amendments made to
this section by section 7 [other than salduse if) of clause &) thereof] of the Finance Act, 1972.]

(2) Without prejudice to the generality of tHgprovisions of clause ¢f and clause d)] of
subsection (), the income or the property of the trust or institution or any part of such income or
property shall, for the purposes of that clause, be deemed to have been used or applied for the benefit of a
person referred to in stdection 8),0

(a) if any part of the income or property of the trust or institution is, or continues to be, lent to any
person referred to in stdection B) for any period during the previous year without either adequate
security or adequate interest or both;

(I

. Subs. by Act 22 of 2007, s. 10, for stlhuse i) (w.e.f. 24-1999).

2. The words fAand such assets were not purchased by the
f or, any owmitel leyrAct 889061892,&. 5 (w.e.£411983).

3. Ins. by s. 5ibid. (w.e.f. £4-1983).

4. Ins. by Act 49 of 1991, s. 8 (w.e.f411983).

5. Subs. by Act 18 of -41®W®2, s. 5, for A199206 (w.e.f. 1

6. Ins. by Act 16 of 1972, s. 7 (w.e.£411973.

7. Subs. by Act 11 of 1988, (wd1688)f . far Aprovisions of <cl al
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(b) if any land, building or other property of the trust or institution is, or continues to be, made
available for the use of any person referred to insmdtion 8), for any period during the previous
year without charging adequate rent or other compensation;

(c) if any amount is paid by way of salary, allowance or otherwise during the previous year to any
person referred to in stdection 8) out of the resources of the trust or institution for services
rendered by that person to such trust or institution and therarso paid is in excess of what may be
reasonably paid for such services;

(d) if the services of the trust or institution are made available to any person referred to in
subsection B) during the previous year without adequate remuneration or otheeosaton;

(e) if any share, security or other property is purchased by or on behalf of the trust or institution
from any person referred to in sabction 8) during the previous year for consideration which is
more than adequate;

(f) if any share, secuyitor other property is sold by or on behalf of the trust or institution to any
person referred to in stdection B) during the previous year for consideration which is less than
adequate;

[(g) if any income or property of the trust or institution is digd during the previous year in
favour of any person referred to in sséxtion 8):

Providedthat this clause shall not apply where the income, or the value of the property or, as the
case may be, the aggregate of the income and the value of the prepeatiyerted does not exceed
one thousand rupees;]

(h) if any funds of the trust or institution are, or continue to remain, invested for any period
during the previous year (not being a period before the 1st day of January, 1971), in any concern in
which any person referred to in ssglction 8) has a substantial interest.

(3) The persons referred to in claus® ¢f subsection {) and suksection 2) are the following,
namely®

(a) the author of the trust or the founder of the institution;

’[(b) any person who has made a substantial contribution to the trust or institution, that is to say,
any person whose total contribution up to the end of the relevant previous year e¥iifgds
thousand] rupees];

(c) where such author, founder or persoa indu undivided family, a member of the family;

“[(co) any trustee of the trust or manager (by whatever name called) of the institution;]

1. Subs. by Act 16 of 1972, s. 7, for clauge((v.e.f. £24-1973).

2. Subs. by Act 41 of 1975, s. 5, for clause(v.e.f. £4-1977).

3. Subs. by Act 32 0f1994,s.@Q0r f-t weet yhous&al®bp (w.e. f. 1
4. Ins. by Act 16 of 1972, s. 7 (w.e.f411973).
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(d) any relativeof any such author, founder, persmember, trustee or manager] as aforesaid;

(e) any conceriin which any of the persons referred to in clausgs(), ?[(c), (cc)] and ¢) has a
substantial interest.

(4) Notwithstanding anything contained in clauspdf subsection {) *[but without prejudice to the
provisions contained in clausd) (of thatsubsection, in a case where] the aggregate of the funds of the
trust or institution invested in a concern in which any person referred to igsestibn 8) has a
substantial interest, does not exceed fiee cent.of the capital of that concern, theesmption under
“[section 1or section 1Pshall not be denied in relation to any income other than the income arising to
the trust or the institution from such investment, by reason only thaiftivels of the trust or the
institution] have been investéda concern in which such person has a substantial interest.

®[(5) Notwithstanding anything contained in clausi ¢f subsection {), where any assets (being
debentures issued by, or on behalf of, any company or corporation) are acquired by thénstigitimnm
after the 28th day of February, 1983 but before the 25th day of July, 1991, the exemption under
section 1lor section 12hall not be denied in relation to any income other than the income arising to the
trust or the institutiorfrom such assets, by reason only that the funds of the trust or the institution have
been invested in such assets if such funds do not continue to remain so invested in such assets after the
31st day of March, 1992.]

’[(6) Notwithstanding anythingontained in sulsection () or subsection ), but without prejudice
to the provisions contained in sgbction ) of section 12, in the case of a charitable or religious trust
running an educational institution or a medical institution or a hosgigkxemption undesection 1lor
section 1Xhall not be denied in relation to any income, other than the income referred to in
subsection ) of section 12, by reason only that such trust has provided educational or medical facilities
to persons referteto in clause & or clause If) or clause € or clause ¢¢) or clause ¢) of
subsection 8).]

®(7) Nothing contained in section bt section 13hall operate so as to exclude from the total
income of the previous year of the person in receipt thegenf anonymous donation referred to in
section 115BB®n which tax is payable in accordance with the provisions of that section.]

°[(8) Nothing contained in section bt section 1Zhall operate so as to exclude any income from the
total income of therevious year of the person in receipt thereof if the provisions of the first proviso to
clause 15) of section Zbecome applicable in the case of such person in the said previous year.]

19(9) Nothing contained in subection ) of section 11shall operat so as to exclude any income
from the total income of the previous year of a person in receipt thefeof, if

(i) the statement referred to in clausg ¢f the said susection in respect of such income is not
furnished on or before the due date specitiader subsection () of section 139or furnishing the
return of income for the previous year; or

Subs. by Act 16 of 1941973 s. 7, for #fAor membero (w.e.f.
. Subs. by s. Tbid.,f orc) & (( wa4-1873) . 1
. Subs. by Act 11 0of 1983,s.6,f f, i n a c adsle83)whereo (w.e. f. 1
Subs. by Act 16 of 19H%UA¥3). s. 7, for HAsection 110 (w.e.:
Subs. by Act 32 of 1971, s. 6, -4le70). imoney of t
. Ins. by Act 49 of 1991, s. 8 (w.e1f4-1983).
. Ins. by Act 10 of 2000, s. 10 (w.e.f412001).
. Ins. by Act 21 of 2006, s. 6 (w.e.f412007).
. Ins. by Act 23 of 2012, s. 6 (w.e.f412009).
0. Ins. by Act 20 of 2015, s. 9 (w.e.f412016).
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(i) the returrof income for the previous year is not furnished by such person on or before the due
date specified under stgection () of section 139or furnishing the return of income for the said
previous yeat

S section, it

[Explanation1.d For the purposes of sections 11, 12, EA d hi
h e ingividualproeand s o f t

ot her | egal obligation and for tt
(i) spouse of the individual,

(i) brother or sister of the individual;

(iii) brother or sister of the spouse of the individual;

(iv) any lineal ascendant or descendant of the individual;

(v) any lineal ascendant or descendant offimuse of the individual;

(vi) spouse of a person referred to in silduse i), subclause i), subclause ) or
subclause Y);

(vii) any lineal descendant of a brother or sister of either the individual or of the spouse of the
individual.]

Explandgion 2.0 A trust or institution created or established for the benefit of Scheduled Castes,
backward classes, Scheduled Tribes or women and children shall not be deemed to be a trust or institution
created or established for the benefit of a religious camitsnor caste within the meaning of claug® (
of subsection ().

Explanation3.0 For the purposes of this section, a person shall be deemed to have a substantial
interest in a concerd,

(i) in a case where the concern is a company, if its shares (ngtdbeires entitled to a fixed rate
of dividend whether with or without a further right to participate in profits) carrying not less than
twenty per centof the voting power are, at any time during the previous year, owned beneficially by
such person or ptly by such person and partly by one or more of the other persons referred to in
subsection B);

(i) in the case of any other concern, if such person is entitled, or such person and one or more of
the other persons referred to in sdzrtion 8) are entled in the aggregate, at any time during the
previous year, to not less than twepgr centof the profits of such concern.]

’[13A. Special provision relating to incomes of political partie§ Any income of a political party
which is chargeable underetthead®™ * * Al ncome from house propertyo
or “[Capital gains or] any income by way of voluntary contributions received by a political party from any
person shall not be included in the total income of the previous year gbslitatal party:

1. Subs. by Act 16 of 1972, s. 7, fBxplanationl (w.e.f. £4-1973).
2. Ins. by Act 29 of 1978, s. 2 (w.e.f411979).
3. The words filnterest on secur i4198®so0 omitted by Act 26

4. Ins. by Act 32 of 2003, s. 12 (w.e.f411979).
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Providedtha®

(a) such political party keeps and maintains such books of account and other documents as would
enable thé[Assessing Officer] to properly deduce its income therefrom;

(b) in respect of each such voluntary contributffisther than contribution by way of electoral
bond] in excess offtwenty thousand rupees], such political party keeps and maintains a record of
such contribution and the name and address of the person who has made such corftribution;

(c) the accounts fosuch political party are audited by an accountant as defined in
the Explanationbelow subsection ) of section 288[; and]

’[(d) no donation exceeding two thousand rupees is received by such political party otherwise
than by an account payee chequandr on a bank or an account payee bank draft or use of electronic
clearing system through a bank account or through electoral bond.

Explanationi For t he purposes of this proviso, fdele
Explanationto subsection(3) of section 31 of the Reserve Bank of India Act, 1934 (2 of 1934):]

°[Provided furthethat if the treasurer of such political party or any other person authorised by that
political party in this behalf fails to submit a report under-settion 8) of section 29C of the
Representation of the People Act, 1951 (43 of 1951) for a financial year, no exemption under this section
shall be available for that political party for such financial year

“[Provided also that such political party furnishes a rewifrrincome for the previous year in
accordance with the provisions of sséction 4B) of section 139 on or before the due date under that
section.]

®[Explanatond For t he purposes of this section, Apol i
undersection 29A of the Representation of the People Act, 1951 (43 of 1951).]

’[13B. Special provisions relating to voluntary contributions received by electoral trush Any
voluntary contributions received by an electoral trust shall not be included in théntatae of the
previous year of such electoral trusg if

(&) such electoral trust distributes to any political party, registered under section 29A of the
Representation of the People Act, 1951 (43 of 1951), during the said previous yearfivénety
per cent.of the aggregate donations received by it during the said previous year along with the
surplus, if any, brought forward from any earlier previous year; and

(b) such electoral trust functions in accordance with the rakede by th€Central Government.]

. Subs. by Act 4 0f1988,s.2,0r fd mxo@é f i c41988). (w. e. f . 1

. Ins. by Act 7 of 2017, s. 11 (w.e.£412018).

Subs. by Act 46 of 2003, -%$20038, for fAten thousand rupe:
The word fianddo omitted-2088). Act 7 of 2017, s. 11 (w.e.f.
. Ins. byAct 46 of 2003, s. 8 (w.e.f. 19-2003).

. Subs. by s. 8bid., for theExplanation(w.e.f . 139-2003).

. Ins. by Act 33 of 2009, s. 8 (w.e.f412010).
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CHAPTER IV
COMPUTATION OF TOTAL INCOME
Heads of income

14.Heads of incomed Save as otherwise provided by this Act, all income shall, for the purposes of
charge of incoméax and computation of total income, be classified under tHewfnlg heads of
incomed

A.0 Salaries.

1y * * * *

C.d Income from house property.

D.d Profits and gains of business or profession.
E.0 Capital gains.

F.d Income from other sources.

[14A. Expenditure incurred in relation to income not includiblein total incomed 3[(1)] For the
purposes of computing the total income under this Chapter, no deduction shall be allowed in respect of
expenditure incurred by the assessee in relation to income which does not form part of the total income
under this Aci.

“[(2) The Assessing Officer shall determine the amount of expenditure incurred in relation to such
income which does not form part of the total income under this Act in accordance with such method as
may be prescribed, if the Assessing Officer, havingmdo the accounts of the assessee, is not satisfied
with the correctness of the claim of the assessee in respect of such expenditure in relation to income
which does not form part of the total income under this Act.

(3) The provisions of sulection 2) shall also apply in relation to a case where an assessee claims
that no expenditure has been incurred by him in relation to income which does not form part of the total
income under this Act:]

*[Providedthat nothing contained in this section shall empowee Assessing Officer either to
reassess undersection Jgt7pass an order enhancing the assessment or reducing a refund already made
or otherwise increasing the liability of the assessee undersection 154, for any assessment year beginning
on or beforete 1st day of April, 2001.]

A0 Salaries
15. Salariesd The following income shall be chargeabletoincdma x under t hée head

(a) any salary due from an employer or a former employer to an assessee in the previous year,
whether paid or not;

(b) any salary paid or allowed to him in the previous year by or on behalf of an employer or a
former employer though not due or before it became due to him;

1. The | e tBtdédntereston secoritiéd somi tted by Act 12-698%9.f 1988, s. 8 (w.
2. Ins.by Act 14 of 2001, s. 11 (w.e.f:4-1962).

3. Section 14A renumbered as sséztion ) thereof by Act 21 of 2006, s. 7 (w.e.f412007).

4. Ins. by s. 7ibid. (w.e.f. 24-2007).

5. Ins. by Act 20 of 2002, s. 10 (w.e.f.-512001).
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(c) any arrearof salary paid or allowed to him in the previous year by or on behalf of an
employer o a former employer, if not charged to incotag for any earlier previous year.

Explanation'[1.]8 For the removal of doubts, it is hereby declared that where any salary paid in
advance is included in the total income of any person for any previous gbal ihot be included again
in the total income of the person when the salary becomes due.

’[Explanation2.d Any salary, bonus, commission or remuneration, by whatever name called, due to,
or received by, a partner of a firm from the firm shallnot berreyl@@ d as fAsal aryo for
section}

16. Deductions from salarie® The i ncome chargeabl e under the
after making the following deductions, namély:
3[4* * * * *

°[(ia) a deduction of[fifty thousaniirupees or the amount of the salary, whichever is]less;

(i) a deduction in respect of any allowance in the nature of an entertainment allowance
specifically granted by an employer to the assessee who is in receipt of a salary from the Government,
a sum gual to ondfifth of his salary (exclusive of any allowance, benefit or other perquisite) or five
thousand rupees, whichever is less;]

“[(iii) a deduction of any sum paid by the assessee on account of a tax on employment within the
meaning of clause2] of article 276 of the Constitution, leviable by or under any]law.

8x * * * *
17.ASal aryo, Aiperquisitedo and A P Fay fthie tpsrposesnof | i e
sectiors 15 and 16and of this sectiod,
(1) Asal ardy 6 includes
(i) wages;

(i) any annuity or pension;
(iii) any gratuity;
(iv) any fees, commissions, perquisites or profits in lieu of or in addition to any salary or
wages;
(v) any advance of salary;
] rj'[(v?) any payment received by an employee in respect of any perledvaf not availed of
y him;

(vi) the annual accretion to the balance at the credit of an employee participating in a
recognised provident fund, to the extent to which it is chargeable to tax under rule 6 of Part A of
the Fourth Schedule;

(vii) the aggregte of all sums that are comprised in the transferred balance as referred to in
subrule (2) of rule 11 of Part A of the Fourth Schedule of an employee participating in a
recognised provident fund, to the extent to which it is chargeable to tax undeulesud)
thereof; and

1. Explanationrenumbered aBxplanationl thereof by Act 18 of 1992, s. 6 (w.e.f411993).

2. Ins. by s. 6jbid. (w.e.f. £4-1993). Earlier inserted by Act 4 of 1988, s. 8 (w.e:#-1989) and later omitted by
Act 3 of 1989, s. 95w.e.f. 1-4-1989).

3. Subs. by Act 14 of 2001, s. 12, for claugeafd (i) (w.e.f. £4-2002).

4. Clausei} omitted by Act 18 of 2005, s. 6 (w.e.£412006).

5. Ins. by Act 13 of 2018, s. 7 (w.e.f412019).

6. Subs. by Act 7 0of 2019, s, 3 f o rt hfiof vogvatend-4-2020).

7. Ins. by Act 13 of 1989, s. 5 (w.e.£4t1990). Earlier clauseii) omitted by Act 20 of 1974, s. 4 (w.e.£411975).

8. Clauseif) and {) omitted by Act 20 of 1974, s. 4 (w.e.f411975).

9. Ins. by Act 67 of 1984, s7 (w.e.f. £4-1978).
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Y(viii) the contributionmade by theé[Central Government or any other employer] in the
previous year, to the account of an employee under a pension scheme referred to insection
80CCD]j

(2 fAperqui dited includes
(i) the value ofentfree accommodation provided to the assessee by his employer;

(i) the value of any concession in the matter of rent respecting any accommodation provided
to the assessee by his employer;

3 Explanation1.8 For the purposes of this setause, concessidn the matter of rent shall
be deemed to have been provided if,

“[(a) in a case where an unfurnished accommodation is provided by any employer other
than the Central Government or any State Governmedt and

(i) the accommodation is owned by the employee, value of the accommodation
determined at the specified rate in respect of the period during which the said
accommodation was occupied by the assessee during the previous year, exceeds the rent
recoverable from, or payable by, the assessee;

(i) the accommodation is taken on lease or rent by the employer, the value of the
accommodation being the actual amount of lease rental paid or payable by the employer
or fifteenper centof salary, whichever is lower, in respect of the period during wihieh
said accommodation was occupied by the assessee during the previous year, exceeds the
rent recoverable from, or payable by, the assessee;]

(b) in a case where a furnished accommodation is provided by the Central Government or
any State Government, thieence fee determined by the Central Government or any State
Government in respect of the accommodation in accordance with the rules framed by such
Government as increased by the value of furniture and fixtures in respect of the period during
which the sal accommodation was occupied by the assessee during the previous year,
exceeds the aggregate of the rentweerable from, or payable by, the assessee and any
charges paid or payable for the furniture and fixtures by the assessee;

(c) in a case where aifnished accommodation is provided by an employer other than the
Central Government or any State Governmendand

(i) the accommodation is owned by the employer, the value of the accommodation
determined under sutdause i) of clause &) as increased by ¢hvalue of the furniture
and fixtures in respect of the period during which the said accommodation was occupied
by the assessee during the previous year, exceeds the rent recoverable from, or payable
by, the assessee;

(i) the accommodation is taken @@ase or rent by the employer, the value of the
accommodation determined under slduse if) of clause &) as increased by the value
of the furniture and fixtures in respect of the period during which the said
accommodation was occupied by the assessgegdthe previous year, exceeds the rent
recoverable from, or payable by, the assessee;

(d) in a case where the accommodation is provided by the employer in a hotel (except
where the assessee is provided such accommodation for a period not exceeding in
aggregatefifteen days on his transfer from one place to another), the value of the

1.Ins. by Act 23 of 2004, s. 7 (w.e.f:4t2004).

2.

Subs. by Act 22 of 2007, s42008)1, for HACentr al Gover nme.l

3. Ins. by s. 11ipid. (w.r.e.f. £4-2002).
4. Subs. by s. 11hid., for claused) (w.r.e.f. £4-2006).
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accommodatiometermined at the rate of twerfyur per cent.of salary paid or payable for

the previous year or the actual charges paid or payable to such hotel, whichewer isor

the period during which such accommodation is provided, exceeds the rent recoverable from,
or payable by, the assessee.

Explanation2.0 For the purposes of this satause, value of furniture and fixture shall be
tenper centper annum of theast of furniture (including television sets, radio sets, refrigerators,
other household appliances, -agnditioning plant or equipment or other similar appliances or
gadgets) or if such furniture is hired from a third party, the actual hire chargeseéyatiie
same as reduced by any charges paid or payable for the same by the assessee during the previous
year.

Explanation3.8 For the purposes of this sebl a u s e, Aisal aryod incl ude
bonus or commission payable monthly or otherwisengrraonetary payment, by whatever name
called, from one or more employers, as the case may be, but does not include the following,
namelyd

(@) dearness allowance or dearness pay unless it enters into the computation of
superannuation or retirement benefitthe employee concerned;

(b) employefs contribution to the provident fund account of the employee;

(c) allowances which are exempted from the payment of tax;

(d) value of the perquisites specified in this clause;

(e) any payment or expendituspecifically excluded under the proviso to this clause.]
[Explanatior4.d For the purposes ofthissebl ause, fispecd fied rated

(i) fifteen per cent.of salary in cities having population exceeding tweitg lakhs as
per 2001 census;

(ii) ten per cent.of salary in cities having population exceeding ten lakhs but not
exceeding twentfive lakhs as per 2001 census; and

(iii) seven and onbalf per centof salary in any other place;]

(iii) the value of any benefit or amenity granted or provided bf cost or at concessional
rate in any of the following cas@s

(a) by a company to an employee who is a director thereof;

(b) by a company to an employee being a person who has a substantial interest in the
company;

(c) by any employer (including a cgrany) to an employee to whom the provisions of
paragraphsd) and p) of this subclause do not apply and whose incofhender the head
AfSal arieso (whether due from, or paid or a
the value of all benefits or amenities not provided for by way of monetary payment, exceeds
¥[fifty thousand rupee}

A% * * * *

1. Ins. by Act 22 of 2007, s. 11 (w.e.f412006).
2. Subs. by Act 32 of 1985, s. 6, for certain words (w.e4f1D86).

Subs. by Act 14 fodurOtOHQusand43NA.feoes dit@wene.yf. 1

4. The proviso omitted by Act 22 of @9, s. 11 (w.e.f. 4-2008). Earlier the proviso inserted by Act 10 of 2000, s. 11

(w.e.f. £4-2001).

142



[Explanationd For the removal of doubts, it is hereby declared that the use of any vehicle
provided by a company or an employer for journey by the assessee from his residence to his
office or other place of work, or from such office or place to his residence, shak megarded
as a benefit or amenity granted or provided to him free of cost or at concessional rate for the
purposes of this sutlause}

2% * * * *

(iv) any sum paid by the employer in respect of any obligation which, but for such payment,
would have been payable by the assessee;

(v) any sum payable by the employer, whether directly or through a fund, other than a
recognised provident fund or an approved superannuation’fané Deposilinked Insurance
Fund established under section 3G of theal Mines Provident Fund and Miscellaneous
Provisions Act, 1948 (46 of 1948), or, as the case may be, section 6C of the Endgployees
Provident Funds and Miscellaneous Provisions Act, 1952 (19 of [L962ffect an assurance on
the life of the assesseetoreffect a contract for alfiannuity;]

°[(vi) the value of any specified security or sweat equity shares allotted or transferred, directly
or indirectly, by the employer, or former employer, free of cost or at concessional rate to the
assessee.

Explanatian.d For the purposes of this salause)

@ Aspecified securityo meahofsection2 athe ur it
Securities Contracts (Regulation) Act, 1956 (42 of 1956) and, where empej@sgsoption
has been granted under any plamscheme therefor, includes the securities offered under
such plan or scheme;

() Asweat equity sharesodo means equity sha
directors at a discount or for consideration other than cash for providing-tkanewor
making available rights in the nature of intellectual property rights or value additions, by
whatever name called;

(c) the value of any specified security or sweat equity shares shall be the fair market
value of the specified security or sweat equity shargsha@ case may be, on the date on
which the option is exercised by the assessee as reduced by the amount actually paid by, or
recovered from, the assessee in respect of such security or shares;

(d) fifair oraeans ¢he valueadetarmined in accomamwith the method as
may be prescribed;

(e) f ogmeananright but not an obligation granted to an employee to apply for the
specified security or sweat equity shares at a predetermined price;

(vii) the amount of any contribution to an approved superation fund by the employer in
respect of the assessee, to the extent it exépmus lakhrupees; and

(viii) the value of any other fringe benefit or amenity as may be prescribed:]

. Ins. by Act 13 of 1989, s. 6 (w.e.£411990).

. Subclause ifia) omitted by Act 10 of 2000, s. 11 (w.e#12001).

. Ins. by Act 99 of 1976, s04w.e.f. 28-1976).

Subs. by Act 33 of 20&2Q010).s. 9, for #fAannuity; ando (w.
. Subs. by s. 9bid., for subclause Vi) (w.e.f. £4-2010).

Subs. by Act 28 of 2016, s. 9,-4204%. fione | akh and fift
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![Providedthat nothingn this clause shall apply &,

(i) the valueof any medical treatment provided to an employee or any member of his
family in any hospital maintained by the employer;

2[(ii) any sum paid by the employer in respect of any expenditure actually incurred by
the employee on his medical treatment or treatroéany member of his famidy

(a) in any hospital maintained by the Government or any local authority or any
other hospital approved by the Government for the purposes of medical treatment of
its employees;

(b) in respect of the prescribed diseaseaiments, in any hospital approved by
the[Principal Chief Commissioner or Chief Commissioner] having regard to the
prescribed guidelines:

Providedthat, in a case falling in suflause 1), the employee shall attaglith his
return of income a certificatb'om the hospital specifying the disease or ailment for
which medical treatment was required and the receipt for the amount paid to the
hospital]

(iii) any portion of the premium paid by an employer in relation to an employee, to
effect or to keep in fore an insurance on the health of such employee under any scheme
approved by the Central Governméfur the Insurance Regulatory and Development
Authority established under sigection {) of section 3 of the Insurance Regulatory and
Development Authority At, 1999 (41 of 1999),] for the purposes of claui® 6f
subsection () of section 36;

(iv) any sum paid by the employer in respect of any premium paid by the employee to
effect or to keep in force an insurance on his health or the health of any member of his
family under any scheme approved by the Central Governffentthe Insurance
Regulatoy and Development Authority established under-settion L) of section 3 of
the Insurance Regulatory and Development Authority Act, 1999 (41 of 1999),] for the
purposes of section 80D;

5% * * * *
(vi) any expenditure incurred by the employed on

(1) medical treatment of the employee, or any member of the family of such
employee, outside India;

(2) °[travel and stay] abroad of the employee or any member of the family of
such employee for medical treatment;

(3) travel and stay abroad of one attendaio accompanies the patient in
connection with such treatment,

. Ins. by Act 49 of 1991, s. 9 (w.e.f:4£1991).
. Subs. by Act 32 of 1994, s. 10, for stlbuse ) (w.r.e.f. 14-1993). Earlier substituted by Act 18 of 1992,
S. 8 (w.e.f. 14-1993).
3. Subs. by Act 25 of 2014, s. 4,forChi ef Co mmi s-$P0d3).er 0 (w. e. f. 1
4. Ins. by Act 21 of 2006, s. 8 (w.e.f412007).
5. Clause\) omitted by Act 13 of 2018, s. 8 (w.e.f412019).
6. Subs. by Act 38 of 199431993)s. 8, for dAtravel or stayo (\

N -
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[subject to theondition thab

(A) the expenditure on medical treatment and stay abroad shall be excluded from perquisite
only to the extent permitted by the Reserve Bank of India; and

(B) the expenditure on travel shall be excluded from perquisite only in the case of an
employee whose gross total income, as computed before including therein the said expenditure,
does not exceed two lakh rupees;]

(vii) any sum paid by the employer in respafcany expenditure actually incurred by
the employee for any of the purposes specified in claugesi{bject to the conditions
specified in or under that clause:

’[Provided furthethat for the assessment year beginning on the 1st day of April,
2002,nothing contained in this clause shall apply to any employee whose income under
the head fASal arieso (whether due fr om, or
exclusive of the value of all perquisites not provided for by way of monetary payment,
doesnot exceed one lakh rupees.]

Explanationd For the purposes of claus®,@

() Ahospital o incl uiloemsnursingiome]pensary or a cl
i)y Afamilyo, in relation to an indi%bfdual,
section 10; and
(i) Agross total i ncomed s h ab)bfsdetmrnv8dB;]t he s ame
A% * * * *
B nAprofits in Bieu of salaryo includes

(i) the amount of any compensation due to or received by an assessee from his employer or
former employeiat or in connection with the termination of his employment or the modification
of the terms and conditions relating thereto;

(i) any paymentiother than any payment referred to in clau$f] ([, clause {0A)]
°[, clause 10B)], clause 1), ‘[clause (2) [, clause {3)] or clause {3A)] of section 10], due to
or received by an assessee from an employer or a former employer or from a provident or other
fund ®***, to the extent to which it does not consist of contributions by the asses$&mterest
on such contributions or any sum received under a Keyman insurance policy including the sum
allocated by way of bonus on such policy.

Explanationd For the purposes of thissebl ause, the expression fK:
shall have theneaning assigned to it in claus®D) of section 10;
Y (iii) any amount due to or received, whether in lump sum or otherwise, by any assessee

from any persod
(A) before his joining any employment with that person; or

(B) after cessation of his employmenith that persor.

. Subs. by Act 38 of 1993. 8, for certain words (w.e.f:41993)

. Ins. by Act 20 of 2002, s. 11 (w.e.f;412002).

. Ins. by Act 18 of 1992, s. 8 (w.e.f411993).

. Subclause ¥i) omitted by Act 32 of 1985, s. 7 (w.e.f411985).

. Ins. by Act 15 of 1965, s. 4 (W.el-4-1962).

. Ins. by Act 25 of 1975, s. 24 (w.e.f411976).

Subs. by Act 31 4% o019 &wH04964).. 4, for fAor clause (

. Ins. by Act 22 of 1995, s. 6 (w.e.£411996).

The brackets and words # (fnuontd )boe i onngiibidt(e eh HdpiP96Iv.e d6 ,super an
0. Subs. by Act 33 of 1996, s. -8%x199)or f@Ainterest on such
1. Ins. by Act 14 of 2001, s. 13 (w.e.f412002).
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1 * * * *

18.[Interest on securitie® Omitted by the Finance Act988 (260f 1988),s. 10 (v.e.f 1-4-1989).
19.[Deductions from interest on securitjgs. Omitted bys. 10, ibid. (w.e.f 1-4-1989).

20. [Deductions frominterest on securities in the case of a banking compar@mitted by s10,
ibid. (w.e.f 1-4-1989).

21.[Amounts not deductible from interest on securiife©mitted by s10 ibid. (w.e.f 1-4-1989).
C.0 Income from house property
22. Income from houseproperty.d The annual value of property consisting of any buildings or

lands appurtenant thereto of which the assessee is the owner, other than such portions of such property as

he may occupy for the purposes of any business or profession carried on e lrofits of which are
chargeable to incomimx, shall be chargeable to incommea x under the head dl
propertyo.

’[23. Annual value how determinedd (1) For the purposes skction 22 the annual value of any
property shall be deemed tothe
(a) the sum for which the property might reasonably be expected to let from year to year; or

(b) where the property or any part of the property is let and the actual rent received or receivable
by the owner in respect thereof is in excess of the mferred to in clausea), the amount so
received or receivable; or

(c) where the property or any part of the property is let and was vacant during the whole or any
part of the previous year and owing to such vacancy the actual rent received or redsivifige
owner in respect thereof is less than the sum referred to in claydkg amount so received or
receivable:

Providedthat the taxes levied by any local authority in respect of the property shall be deducted
(irrespective of the previous year irhigh the liability to pay such taxes was incurred by the owner
according to the method of accounting regularly employed by him) in determining the annual value of
the property of that previous year in which such taxes are actually paid by him.

Explanationd For the purposes of clausk) (or clause € of this subsection, the amount of
actual rent received or receivable by the owner shall not include, subject to suchsroiay be
made in this behalf, the amount of rent which the owner cannot realise.

(2) Where the property consists of a house or part of a housedvhich
(a) is in the occupation of the owner for the purposes of his own residence; or

(b) cannot actually be occupied by the owner by reason of the fact that owing to his employment,
business or mfession carried on at any other place, he has to reside at that other place in a building
not belonging to him,

the annual value of such house or part of the house shall be takenilto be
(3) The provisions of sulkection R) shall not apply &

(a) the house or part of the house is actually let during the whole or any part of the previous
year; or

(b) any other benefit therefrom is derived by the owner.
(4) Where the property referred to in sséction 2) consists of more thaiftwo houses]d

(a) the provisions of that sugection shall apply only in respect ‘@fiwo] of such houses, which
the assessee may, at his option, specify in this behalf;

1. The [B& mtdreshog seduriids o mi t t e of 1888, s.AC(w.e.f2261989).
2. Subs. by Act 14 of 2001, s. 14, for section 23 (w.e4:2D02).

3. Subs. by Act 7

4,Subs.bys.4bid. , for 0 e4R@0). (w. e. f. 1
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(b) the annuatalue of the house or houségther than the hous® houses]n respect of which
the assessee has exercised an option under ciusedll be determined under sséction () as if
such house or houses had been let.]

’[(5) Where the property consisting of any building or land appurtenant thereto is held as
stockin-trade and the property or any part of the property is not let during the whole or any part of the
previous year, the annual value of such property or part of the property, for the periotitwp {@ars]
from the end of the financial year in which the certificate of completion of construction of the property is
obtained from the competent authority, shall be taken tollje

“[24. Deductions from income from house property Income chargeable under theahd f | nc o me
from house propertyo shall be computded after mak

(a) a sum equal to thirtger centof the annual value;

(b) where the property has been acquired, constructed, repaired, renewed or reconstructed with
borrowed capital, the amount of any interest payable on such capital:

Providedthat in respect of property referred to in sdetion ) of section 23 the amount of
deduction’[or, as the case may be, the aggregétiie amount of deductioshall not exceed thirty
thousand rupees:

Provided furthethat where the property referred to in the first proviso is acquired or constructed
with capital borrowed on or after the 1st day of April, 1999 and such acquisition or construction is
completed’[within “[five year§ from the end of the financial year in which capital was borrowed],
the amount of deductiotjor, as the case may e aggregate of the amounts of deductiorder
this clause shall not exce§tvo lakh rupees].

Explanationd Where he property has been acquired or constructed with borrowed capital, the
interest, if any, payable on such capital borrowed for the period prior to the previous year in which
the property has been acquired or constructed, as reduced by any part theresaf aiadeduction
under any other provision of this Act, shall be deducted under this clause in equal instalments for the
said previous year and for each of the four immediately succeeding previous years:]

’[Provided alsdhat no deduction shall be made andhe second proviso unless the assessee
furnishes a certificate, from the person to whom any interest is payable on the capital borrowed,
specifying the amount of interest payable by the assessee for the purpose of such acquisition or
construction of theroperty, or, conversion of the whole or any part of the capital borrowed which
remains to be repaid as a new loan.

Explanationd For t he purposes of this proviso, t he
any part of a loan taken by the assessee subsedo the capital borrowed, for the purpose of
repayment of such capital.]

°[Provided also that the aggregateta amounts of deduction under the first and second provisos
shall not exceed two lakh rupé€les.

25. Amounts not deductible from income fromhouse property.d Notwithstanding anything
contained irsection 24 any'®** interest chargeable under this Act which is payable outside India (not
being interest on a loan issued for public subscription before the 1st day of April, 1938), on which tax has
not been paid or deducted under Chapter X/Hnd in respect of which there is no person in India who
may be treated as an agent urglmtion 163hall not be deducted in computing the income chargeable
under the head Al ncome from house propertyo.

. Subs. by Act 70f2018,. 4, for f@Aother-42020.n the houseod (w.e.f. 1

. Ins. by Act 7 of 2017, s. 12 (w.e.£412018)

Subs. by Act 7 of 28-20). s. 5, for fAone yearo (w.e.f.
. Subs. by Act 14 of 2001, s. 15, for section 24 (w.e4:2D02).

. Ins. by Act7 of 2019, s. 5 (w.e.f.-4-2020).

Subs. by Act 20 of 200
Subs. by Act thReyeas 2 Onlk
Subs. by Act 25 of 201
. Ins. by Act 20 of 2002, s. 12 (wiel-4-2003).

00 The words fannual charge or 64200R. tted by Act 14 of 200

2, S . 12 ;4-2008)r
4A2017)s . 110, for
4, s. 1&;2016)or

before the 1st da

jun 1 B 1 e 1

one lakh fifty th
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[25A. Special provisionfor arrears of rent and unrealised rent received subsequentl§. (1) The
amount of arrears of rent received from a tenant or the unrealised rent realised subsequently from a
tenant, as the case may be, by an assessee shall be deemdtetanbeme from house property in
respect of the financial year in which such rent is received or realised, and shall be included in the total
income of the assessee under the head Al ncome f
of the progrty or not in that financial year.

(2) A sum equal to thirtyper cent.of the arrears of rent or the unrealised rent referred to in
subsection () shall be allowed as deductipn.

26. Property owned by ceownersd Where propertyonsisting of buildings or buildings and lands
appurtenant thereto is owned by two or more persons and their respective shares are definite and
ascertainable, such persons shall not in respect of such property be assessed as an association of person
but the share of each such person in the income from the property as computed in accordance with
sectiors 22 to 25shall be included in his total income.

[Explanationd For the purposes of this section, in applying the provisions ofsection )
of section23 for computing the share of each such person as is referred to in this section, such share shall
be computed, as if each such person is individually entitled to the relief provided in tisattah.

27.A Owner of house propertydefinedd Fon the gpurposeshoh r g e 0
sectiors 22to 260

(i) an individual who transfers otherwise than for adequate consideration any house property to
his or her spouse, not being a transfer in connection with an agreement to live ajgag,mmor
child not being a married daughter, shall be deemed to be the owner of the house property so
transferred;

(i) the holder of an impartible estate shall be deemed to be the individual owner of all the
properties comprised in the estate ;

3[(ii) a member of a coperative society, company or other association of persons to whom a
building or part thereof is allotted or leased under a house building scheme of the society, company or
association, as the case may be, shall be deemed to be theobthaeébuilding or part therepf

(iiia) a person who is allowed to take or retain possession of any building or part thereof in part
performance of a contract of the nature referred to in section 53A of the Transfer of Property
Act, 1882(4 of 1882), shall be deemed to be the owrii¢hat building or part therepf

(iiib) a person who acquires any rights (excluding any rights by way of a lease from month to
month or for a period not exceeding one year) in or with respect to any buildpagtahereof, by
virtue of any such transaction as is referred to in claiisd ¢ection 269 UAshall be deemed to be
the owner of that building or part thereof;]

A% * * * *

(vi) taxes levied by a local authority in respect of any propré}l be deemed to include service
taxes levied by the local authority in respect of the property.

28. Profits and gains of business or professio@d. The following income shall be chargeable to
incomet ax under the head APr d6keiss® oadwd gains of busi

(i) the profits and gains of any business or profession which was carried on by the assessee at any
time during the previous year;

(i) any compensation or other payment due to or receivéd by,

(a) any person, by whatever name called, manadiegathole or substantially the whole of
the affairs of an Indian company, at or in connection with the termination of his management or
the modification of the terms and conditions relating thereto;

1. Subs. by Act 28 of 2016, 11 forsection®25A, 25AA and 25B (w.e.f.-8-2017).
2. Ins. by Act 41 of 1975, s. 7 (w.e.f411976).

3. Subs. by Act 11 of 1987, s. 6, for clauidg (w.e.f. 14-1988).

4. Clauses () and ¢) omitted by Act 14 of 2001, s. 20 (w.e.f412002).
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(b) any person, by whateveame called, managing the whabr substantially the whole of
the affairs in India of any other company, at or in connection with the termination of his office or
the modification of the terms and conditions relating thereto;

(c) any person, by whatever name called, holding an agendiydia for any part of the
activities relating to the business of any other person, at or in connection with the termination of
the agency or the modification of the terms and conditions relating thereto ;

[(d) any person, for or in connection with tivesting in the Government, or in any
corporation owned or controlled by the Government, under any law for the time being in force, of
the management of any property or busirjess;

’[(e) any person, by whatever name called, at or in connection with then&ioni or the
modification of the terms and conditions, of any cacitrelating to his business;

(i) income derived by a trade, professional or similar association from specific services
performed for its members ;

¥[(iiia) profits on sale of a licenagranted under the Imports (Control) Order, 1955, made under
the Imports and Exports (Control) Act, 1947 (18 of 1947);]

“[(iiib) cash assistance (by whatever name called) received or receivable by any person against
exports under any scheme of the Goveminaé India;]

°[(iiic) any duty of customs or excise-paid or repayable as drawback to any person against
exports under the Customs and Central Excise Duties Drawback Rules, 1971;]

®[(iiid) any profit on the transfer of the Duty Entitement Pass Bodie®e, being the Duty
Remission Scheme under the export and import policy formulated and announced under section 5 of
the Foreign Trade (Development and Regulation) Act, 1992 (22 of 1992);]

“[(iiie) any profit on the transfer of the Duty Free Replenishn@sttificate, being the Duty
Remission Scheme under the export and import policy formulated and announced under section 5 of
the Foreign Trade (Development and Regulation) Act, 1992 (22 of 1992);]

§(iv) the value of any benefit or perquisite, whether cditle into money or not, arising from
business or the exercise of a profession;]

°[(v) any interest, salary, bonus, commission or remuneration, by whatever name called, due to, or
received by, a partner of a firm from such firm:

Providedthat where any ierest, salary, bonus, commission or remuneration, by whatever name
called, or any part thereof has not been allowed to be deducted under bjaoksettion 40 the
income under this clause shall be adjusted to the extent of the amount not so alloevdddacted;]

9(va) any sum, whether received or receivable, in cash or kind, under an agreefent for

(a) not carrying out any activity in relation to any businegs professiof or

Ins. by Act 21 of 1973, s. 4 (w.e.f:4t1972).

Ins. by Act 13 of 2018, s. 9 (w.e.£412019).

Ins. by Act 12 of 1990, s. 6 (w.e.£4:1962).

Ins. by s. 6ibid. (w.e.f. £4-1967).

Ins. by s. 6ibid.(w.e.f. 1:4-1972).

Ins. by Act 55 oR005, s. 3 (w.e.f.-4-1998).

Ins. by s. 3ibid. (w.e.f. 24-2001).

Ins. by Act 5 of 1964, s. 7 (w.e.f:4£1964).

Ins. by Act 18 of 1992, s. 11 (w.e.£411993). Earlier clause/ was inserted by Act 4 of 1988, s. 9 (w.e-#-1989) and
later omitted by Act 3 of 1989, s. 95 (w.e.f411989).
10. Ins. by Act 20 of 2002, s. 13 (w.e.f412003).

11. Ins. by Act 28 of 2016, s. 12 (w.e.f412017)
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(b) not sharingany knowhow, patent, copyright, traeark, licence, franchise or any other
business or commercial right of similar nature or information or technique likely to assist in the
manufacture or processing of goods or provision for services:

Providedthatsubclause &) shall not apply td

(i) any sum, whether received or receivable, in cash or kind, on account of transfer of the
right to manufacture, produce or process any article or thing or right to carry on any
business[or professioh whichischargg bl e under the head fiCapi't

(i) any sum received as compensation, from the railtral fund of the Montreal
Protocol on Substances that Deplete the Ozone layer under the United Nations Environment
Programme, in accordance with the terms of exgent entered into with the Government of
India.

Explanationd For the purposes of this claude,
() fagreemento includes any arramgement or
(A) whether or not such arrangement, understanding or action is formal afitg var

(B) whether or not such arrangement, understanding or action is intended to be
enforceable by legal proceedings;

i)y Aserviceo means service of any descripti
includes the provision of services @onnection with business of any industrial or commercial
nature such as accounting, banking, communication, conveying of news or information,
advertising, entertainment, amusement, education, financing, insurance, chit funds, real estate,
construction, trasport, storage, processing, supply of electrical or other energy, boarding and
lodging;]

’[(vi) any sum received under a Keyman insurance policy including the sum allocated by way of
bonus on such policy.

3[(via) the fair market value of inventory as tire date on which it is converted into, or treated
as, a capital asset detened in the prescribed manrjer;

Explanationd For t he purposes of this c¢cl ause, t he e
have the meaning assigned to it in clausij of sedion 10]

“[(vii) any sum, whether received or receivable, in cash or kind, on account of any capital asset
(other than land or goodwill or financial instrument) being demolished, destroyed, discarded or
transferred, if the whole of the expenditure on soapital asset has been allowed as a deduction
undersection 35AD]

Sx * * * *

Explanation 20 Where speculative transactions carried on by an assessee are of such a nature as
to constitute a business, t he altu sinn ebsuss i (nteesrseadi’
deemed to be distinct and separate from any other business.

1. Ins. by Act 28 of 2016, s. 12 (w.e.f412017).

2. Ins. by Act 33 of 1996, s. 10 (w.elf10-1996).

3. Ins. by Act 13 of 2018, s. 9 (w.e.f412019).

4. Ins. by Act 33 of 2009, s. 10 (w.e.f412010).

5. Explanationl omitted by 4 of 1988, s. 9 (w.e.f:4:1989).
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29. Income from profits and gains of business or profession, how computadl The income
referred to in section 2&hall be computed in accordance with the provisioostained insectiors
30to '[43D].

30.Rent, rates, taxes, repairs and insurance for buildingd In respect of rent, rates, taxes, repairs
and insurance for premises, used for the purposes of the business or profession, the following deductions
shall be dbwed®

(a) where the premises are occupied by the assissee

(i) as a tenant, the rent paid for such premises; and further if he has undertaken to bear the
cost of repairs to the premises, the amount paid on account of such repairs;

(il) otherwise than as t@nant, the amount paid by him on account of current repairs to the
premises;

(b) any sums paid on account of land revenue, local rates or municipal taxes;

(c) the amount of any premium paid in respect of insurance against risk of damage or destruction
of the premises.

’[Explanationd For the removal of doubits, it is hereby declared that the amount paid on account of
the cost of repairs referred to in scluse i), and the amount paid on account of current repairs referred
to in subclause if), of clausg@), shall not include any expenditure in the nature of capital expenditure.]

31. Repairs and insurance of machinery, plant and furnitured In respect of repairs and insurance
of machinery, plant or furniture used for the purposes of the business orsimofethe following
deductions shall be allowéd

(i) the amount paid on account of current repairs thereto;

(i) the amount of any premium paid in respect of insurance against risk of damage or destruction
thereof.

3[Explanationd For the removal of doubts, is hereby declared that the amount paid on account of
current repairs shall not include any expenditure in the nature of capital expenditure.]

32.Depreciation.d (1) “[In respect of depreciation ®f

(i) buildings, machinery, plant or furniture, beitagngible assets;

(i) know-how, patents, copyrights, trade marks, licences, franchises or any other business or
commercial rights of similar nature, being intangible assets acquired on or after the 1st day of April,

1998,

owned, wholly or partly, by the ssssee and used for the purposes of the business or profession, the
following deductions shall be allowad

°[(i) in the case of assets of an undertaking engaged in generation or generation and distribution
of power, such percentage on the actual costdthérehe assessee as may be prescribed;]

1. Subs. by Act 49 of 4119991, s. 10, for A43CoO0 (w.e.f. 1
2. Ins. by Act32 of 2003, s. 14 (w.e.f-4-2004).
3. Ins. by s. 15hid. (w.e.f. £4-2004).

4. Subs. by Act 21 of 1998, s. 9, for certain words and figures (w-4-19D9).
5. Ins. by Act 7 of 1998, s. 2 (w.e.£4:1998).
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(i) Y[in the casef any block of assets, such percentage on the written down value thereof as may
be prescribed:]

2% * * * *

3Provided™** that no deduction shall be allowed under this clause in resfgect

(a) any motor car manufactured outside India, where such motor car is acquired by the assessee
after the 28th day of February, 197But before the 1st day of April, 2001], unless it is @sed

(i) in a business of running it on hire for tourists; or
(i) outside India in his business or profession in another country; and

(b) any machinery or plant if the actual cost thereof is allowed as a deduction in one or more
years under an agreement entered into by the Central Government undersection 42:]

®[Provided furthetthat where an asset referred to in claus&dr clause if) or clausei{a)] ¥or the
first proviso to clauseii@)], as the case may be, is acquired by the assessee during the previous year and
is put to use for the purposes of businesprofession for a period of less than one hundred and eighty
days in that previous year, the deduction under thisseabon in respect of such asset shall be restricted
to fifty per cent.of the amount calculated at the percentage prescribed for anuastet clausei)
“[or clause if) or clausei{a)], as the case may be:]

¥Provided alsdhatwhere an asset referred to in claug®) ©r the first proviso to clauséd), as the
case may be, is acquired by the assessee during the previous year and is put to use for the purposes o
business for a period of less than one hundred and eighty days in that previous year, and the deduction
under this suisection in respect of suasset is restricted to fifgyer centof the amount calculated at the
percentage prescribed for an asset under claagefdr that previous year, then, the deduction for the
balance fifty per cent.of the amount calculated at the percentage presciitbecduch asset under
clause ifa) shall be allowed under this sslction in the immediately succeeding previous year in respect
of such assdt:

°[Provided alsdhat where an asset being commercial vehicle is acquired by the assessadtem or
the 1st day of October, 1998 but before the 1st day of April, 1999 and is put to use before the 1st day of
April, 1999 for the purposes of business or profession, the deduction in respect of such asset shall be
allowed on such percentage on the writtlown value thereof as may be prescribed.

. Subs. by Act 46 of 1986, s. 5, for thygening paragraph (w.e.f:4:1988).

. The first proviso omitted by Act 22 of 1995, s. 7 (w.e4-1996).

. Subs. by Act 49 of 1991, s. 11, for the second proviso (w-4-1992).

The word fifurthero omi t41%39¢. by Act 22 of 1995, s. 7 (w.
. Ins. by Act 14 of 2001, s. 21 (w.e.f412002).

. Subs. by Act 7 of 1998, s. 2, for the second proviso (w-d1998).

Subs. by Act 20 oif) 02 @®w22003%. L4, for #fAor clause (

. Ins. by Act 20 of 2015, s. 10 (w.e.f412016).

. Ins. by Act 11 of 1999, s. 5 (w.e.£411999).
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Explanationd For the purposes of this provigo,

@ the expression fAcommerci al vehicled means
vehicl eo, Al ight motor vehiclpassédmgei umogoondsg
does not i-cnachl ou, d-efanfodtaoxrin t r aatodr ®@rand Ar oad

(b) the expressions Aheavy goods vehicl eo, i
vehicl eo, imedi um goods vehiclfemagxafbme d-cianodt oa s
itractorodo and Aroad rollerd shall have the me:
the Motor Vehicles Act, 1988 (59 of 1988):]

[Provided alsdhat, in respect of the previous year relevant to the assessment year commencing
on the 1st day of April, 1991, the deduction in relation to any block of assets under this clause shall,
in the case of a company, be restricted to sevivgyper cent.of the amount calculated at the
percentage, on the written down value of such assets, prescribed under this Act immediately before
the commencement of the Taxation Laws (Amendment) Act, (2911991)]

’[Provided alsdhat the aggregate deduction, in respefodepreciation of buildings, machinery,
plant or furniture, being tangible assets or kdmw, patents, copyrights, trademarks, licences,
franchises or any other business or commercial rights of similar nature, being intangible assets
allowable to the pedecessor and the successor in the case of succession referrdlamse Kiii),
clause xiiib) and clausexfv)] of section 47or section 17@®r to the amalgamating company and the
amalgamated company in the case of amalgamation, or to the dememgpdny and the resulting
company in the case of demerger, as the case may be, shall not exceed in any previous year the
deduction calculated at the prescribed rates as if the succession or the amalgamation or the demerger,
as the case may be, had not tal@ace, and such deduction shall be apportioned between the
predecessor and the successor, or the amalgamating company and the amalgamated company, or the
demerged company and the resulting company, as the case may be, in the ratio of the number of days
for which the assets were used by them.]

“[Explanation1.d Where the business or profession of the assessee is carried on in a building not
owned by him but in respect of which the assessee holds a lease or other right of occupancy and any
capital expendit is incurred by the assessee for the purposes of the business or profession on the
construction of any structure or doing of any work in or in relation to, and by way of renovation or
extension of, or improvement to, the building, then, the provisiotisiotlause shall apply as if the
said structure or work is a building owned by the assessee.

Explanation2.8 °[For the purposes of this slection]iwr i tt en down value
assetso shall have t(befsubsectien(6)rofesection4dg as i n cl au

®[Explanation3.8 For the purposes of this ssection”[ t he expressi om fasset

(a) tangible assets, being buildings, machinery, plant or furniture;

1. Ins. by Act 2 of 1991, s. 4 (w.e.f.-1151991). Later Act 2 of 1991 repealed by Act 23 of 2016, s. 2 and the First Schedule
(except s. 6) (w.e.f.-6-2016).

2. Subs. by Act 27 of 1999, s. 12, for tlaifth proviso (w.e.f. 4-2000).

3. Subs. by Act 14 xipéand@auskyv) 0 s ( waRQ11ff or 1 Aicl ause (

4. Ins. by Act 46 of 1986, s. 5 (w.e.f411988).

5. Subs. by Act 20 of 2002, s. 1-42003.or fAFor the purposes
6. Ins. by Act 21 of 1998, s. 9 (w.e.f411999).

7. Subs. by Act 33 of 2009, s. 11, for420l0he expressions |
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(b) intangibleassets, being knoWow, patents, copyrights, trade marksetices, franchises
or any other business or commercial rights of similar nature.

Explanation4.0 For the purposes of thissgsbe ct i on, t he -heoxwpr emesainesn a
industrial information or technique likely to assist in the manufacture or proce$gjingds or in
the working of a mine, oivell or other sources of mineral deposits (including searching for
discovery or testing of deposits for the winning of access thereto).]

[Explanation5.5 For the removal of doubts, it is hereby declared that thégions of this
subsection shall apply whether or not the assessee has claimed the deduction in respect of
depreciation in computing his total income;]

?[(iia) in the case of any new machinery or plant (other than ships and aircraft), which has been
acqured and installed after the 31st day of March, 2005, by an assessee engaged in the business of
manufacture or production of any article or thifffjor in the business of generation, transmission or
distributior] of power], a further sum equal to twemtgr centof the actual cost of such machinery or
plant shall be allowed as deduction under claiige (

°[Providedthat where an assessee, sets up an undertaking or enterprise for manufacture or
production of any article or thing, on or after the 1staf#xpril, 2015 in any backward area notified
by the Central Government in this behalf, in the State of Andhra Pradesh or in the State of Bihar or in
the State of Telangana or in the State of West Bengal, and acquires and installs any new machinery or
plant (other than ships and aircraft) for the purposes of the said undertaking or enterprise during the
period beginning on the 1st day of April, 2015 and ending before the 1st day of April, 2020 in the
said backward area, then, the provisions of claiisgsh a | | have effect, as i f
percenb, t he w-bvepkscenbt thiardt oeeh substituted:

®[Providedfurthed that no deduction shall be allowed in respeét of

(A) any machinery or plant which, before its installation by the assesgs used either
within or outside India by any other person; or

(B) any machinery or plant installed in any office premises or any residential accommodation,
including accommodation in the nature of a gdresise; or

(C) any office appliances or roacnsport vehicles; or

(D) any machinery or plant, the whole of the actual cost of which is allowed as a deduction
(whether by way of depreciation or otherwise) in computing the income chargeable under the
head AProfits and g aiofrasyoreprevibpusydanmiess or prof e:

“[(iii) in the case of any building, machinery, plant or furniture in respect of which depreciation is
claimed and allowed under clausg &nd which is sold, discarded, demolished or destroyed in the
previous year (other than the previous year in which it is first brought into use), the amount by which

. Ins. by Act 14 of 2001, s. 21 (w.e.f412002).

. Subs. by Act 18 of 2005, s. 8, fdause ifa) (w.e.f. £4-2006).

. Ins. by Act 23 of 2012, s. 7 (w.e.f412013).

Subs. by Act o02r8 ionf t2hOel 6b,u ssi.n els3s, offorgefiner at-420h7).or gener
. Ins. by Act 20 of 2015, s. 10 (w.e.f412016).

.Subs.bys.10hid. , for APr od2016)edo (w. e. f. 1

. Ins. by Act 21 of 1998, s. 9 (w.e.£411998).
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the moneys payablén respect of such building, machinery, plant or furniture, togethtr thie
amount of scrap value, if any, fall short of the written down value thereof:

Providedthat such deficiency is actually written off in the books of the assessee.
Explanationd For the purposes of this claude,
() Amoneys payabludding, machirery,planeocr furnitoré includey b
(a) any insurance, salvage or compensation moneys payable in respect thereof;
(b) where the building, machinery, plant or furniture is sold, the price for which it is sold,

so, however, that where the actual cost of a motor car is, in accordance with the proviso to
clause {) of section 43taken to be twentfive thousand rupees, the moneys payable in respect

of such motor car shall be taken to be a sum which bears tmthenafor which the motor car is

sold or, as the case may be, the amount of any insurance, salvage or compensation moneys
payable in respect thereof (including the amount of scrap value, if any) the same proportion as the
amount of twentyfive thousand rupes bears to the actual cost of the motor car to the assessee as

it would have been computed before applying the said proviso;

@2 fAsoldod includes a transfer by way of exc
for the time being in force but doest include a transfer, in a scheme of amalgamation, of any
asset by the amalgamating company to the amalgamated company where the amalgamated
company is'[an Indian company or in a scheme of amalgamation of a banking company, as
referred to in clausec) of section 5 of the Banking Regulation Act, 1949 (10 of 1949) with a
banking institution as referred to in sabction {5) of section 45 of the said Act, sanctioned and
brought into force by the Central Government undersgdtion {) of section 45 of that Act of
any asset by the banking company to the banking institution].]

2% * * * *

3% * * * *

“[(2) Where, in the assessment of the assessee, full effect cannot be given to any allowance under
subsection {) in any previous year, owing tbere being no profits or gains chargeable for that previous
year, or owing to the profits or gains chargeable being less than the allowance, then, subject to the
provisions of suisection 2) of section 7And suksection 8) of section 73, the allowana® the part of
the allowance to which effect has not been given, as the case may be, shall be added to the amount of the
allowance for depreciation for the following previous year and deemed to be part of that allowance, or if
there is no such allowancerfthat previous year, be deemed to be the allowance for that previous year,
and so on for the succeeding previous years.]

1. Subs. by Act 18 of 2005, -42005.8, for fAan I ndian Company
2. Clausesiy), (v) and i) omitted by Act 46 of 1986, s. 5 (&f. 1:4-1988).

3. Subssection (A) omitted by s. 5ibid. (w.e.f. £4-1988).

4. Subs. by Act 14 of 2001, s. 21, for ssdxtion ) (w.e.f. £4-2002).
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132A. Investment allowanced (1) In respect of a ship or an aircraft or machinery or plant specified
in subsection @), which is owrd by the assessee and is wholly used for the purposes of the business
carried on by him, there shall, in accordance with and subject to the provisions of this section, be allowed
a deduction, in respect of the previous year in which the ship or air@sfaequired or the machinery or
plant was installed or, if the ship, aircraft, machinery or plant is first put to use in the immediately
succeeding previous year, then, in respect of that previous year, of a sum by way of investment allowance
equal to twety-five per cent. of the actual cost of the ship, aircraft, machinery or plant to the assessee:

’[Providedthat in respect of a ship or an aircraft or machinery or plant specified isestibn 8B),
this subsection shall have effect as if for the wofd$ w efinetpgrcend , t he wopercend it wer
had been substituted:

Provided furthethat] no deduction shall be allowed under this section in respict of

(&) any machinery or plant installed in any office premises or any residential accommpodation
including any accommodation in the nature of a ghesise ;

(b) anyoffice appliances or road transport vehicles;

(c) any ship, machinery or plant in respect of which the deduction by way of development rebate
is allowable under section 33; and

(d) any machinery or plant, the whole of the actual cost of which is allowed as a deduction
(whether by way of depreciation or otherwise) in computing the income chargeable under the head
AProfits and gains of business or professiono

’[Explanationd For the purposes of this ssbe c t i o n, factual costo me:
ship, aircraft, machinery or plant to the assessee as reduced by that part of such cost which has been
met out of the amount released to the assessee unesgcah (6) of section 32AB.]

(2) The ship or aircraft or machinery or plant referred to insediion {) shall be the following,
namely®

(a) a new ship or new aircraft acquired after the 31st day of March, 1976, by an assessee engaged
in the business ofpration of ships or aircraft ;

(b) any new machinery or plant installed after the 31st day of March,d.976,

(i) for the purposes of business of generation or distribution of electricity or any other form
of power; or

¥(ii) in a smallscale industrial whertaking for the purposes of business of manufacture or
production of any article or thing ; or

(iii) in any other industrial undertaking for the purposes of business of construction,
manufacture or productionof any article or thing, not being an adidleing specified in the list
in the Eleventh Schedule:

’[Providedthat nothing contained in clauses &nd b) shall apply in relation té,

(i) a new ship or new aircraft acquired, or

1. Ins. by Act 66 of 1976, s. 8 (w.e.£411976).
2. Ins. by Act 3 of 1989, s. 6 (w.e.£411989).
3. Subs. by Act 29 of 1977, s. 9, for stiausesi{) and {ii) (w.e.f. £4-1978).
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(i) any new machinergr plant installed,

after the 31st day of March, 1987 but before the 1st day of April, 1988, unless such ship or
aircraft is acquired or such machinery or plant is installed in the circumstances specified in
clause §) of subsection 8B) and the assessee furnishes eviddiacthe satisfaction of the
Assessing Officer as specified in that clause;]

![(c) any new machinery or plant installed after the 31st day of March, 1983, but befgesthe
day of April, 1987) for the purposes of business of repairs to oggang vessis or other powered
craft if the business is carried on by an Indian company and the business so carried on is for the time
being approved for the purposes of this clause by the Central Government.]

Explanationd For the purposes Jfthis subsection andb-sections 2B), (2C) and @)],d

M@ fAnew shipod or fAnew aircrafto includes
acquisition by the assessee was used by any other person, if it was not at any time previous to the
date of such acquisition ownég any person resident in India;

() Ainew machinery or planto includes machin
assessee was used outside India by any other person, if the following conditions are fulfilled,
namely®

(i) such machinery orlgnt was not, at any time previous to the date of such installation
by the assessee, used in India

(i) such machinery or plant is imported into India from any country outside India; and

(iii) no deduction on account of depreciation in respect of suchinggg or plant has
been allowed or is allowable under the provisions of the Indian In¢axnact, 1922 (11 of
1922), or this Act in computing the total income of any person for any period prior to the date
of the installation of the machinery or plantthg assessee,]

(2) an industrial undertaking shall be deemed to be a swalé industrial undertaking, if the
aggregate value of the machinery and plant (other than tools, jigs, dies and moulds) installed, as
on the last day of the previous year, fag flurposes ofthe business of the undertaking does not
exceed)

°[(i) in a case where the previous year ends before the 1st day of August, 1980, ten lakh
rupees;

(i) in a case where the previous year ends after the 31st day of July, 1980, but before the
18th day of March, 1985, twenty lakh rupees; and

(iii) in a case where the previous year ends after the 17th day of March, 1985ivthirty
lakh rupees,]]

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

(a) in the case of anpachinery or plant owned by the assessee, the actual cost thereof to the
assessee; and

1.Ins. by Act 11 of 1983, s. 11 (w.e.£411984).

2. Subs. by Act 23 of 1986, 41987, for fAlst day of April,
3. Subs. by Act 11 of 1983, s. 11rfo fi t hsecton and subections?2B)and @) 0 ( w6-1683) . 1

4. Subs. by Act 46 of 1986, s. 32, for claube({v.e.f. £4-1988).

5. Subs. by Act 16 of 1981, s. 5, for certain words (w.e4:1B81).

6.Subs.by Act 23 of 1986, s. 7, for satause () (w.e.f. 14-1985).

157



(b) in the casef any machinery or plant hired by the assessee, the actual cost thereof as in
the case of the owner of such machinery or plant.

[(2A) The deduction uret subsection {) shall not be denied in respect of any machinery or
plant installed and used mainly for the purposes of business of construction, manufacture or
production of any article or thing, not being an article or thing specified in the list Bl¢lventh
Schedule, by reason only that such machinery or plant is also used for the purposes of business of
construction, manufacture or production of any article or thing specified in the said list.

(2B) Where any new machinery or plant is installeeérafhe 30th day of June, 197fhut
before the 1st day of April, 1987], for the purposes of business of manufacture or production of
any article or thing and such article or thing

(a) is manufactured or produced by using any technology (including angg®or other
know how developed in, or

(b) is an article or thing invented in,

a laboratory owned or financed by the Government, or a laboratory owned by a public sector
company or a University or by an institution recognised in this behalthk prescribed
authority,the provisions of stdection {) shall have effect in relation to such machinery or plant

as i f for t-fivepemcent.ds fithwe nfiteeyped ent.fidt hhiardt yoeen sutk
if the following conditions are filled, namelyd

(i) the right to use such technology (including any process) or other-koawor to
manufacture or produce such article or thing has been acquired from the owner of such laboratory
or any person deriving title from such owner ;

(i) theassessee furnishes, along with his return of income for the assessment year for which
the deduction is claimed, a certificate from the prescribed authoribe effect that such article
or thing is manufactured or produced by using such technologyding any process) or other
knowhow developed in such laboratory or is an article or thing invented in such laboratory; and

(iii) the machinery or plant is not used for the purpose of business of manufacture or
production of any article or thing specifiedthe list in the Eleventh Schedule.

Explanationd For the purposes of this sglectiong

@ il aboratory financed by the Government
including a society registered under the Societies Registration Act, 1860 (21 ¢fatRb0
financed wholly or mainly by the Government;

3x * * * *

(©) AUni versityd means a University establ
State or Provincial Act and includes an institution declared under section 3 of the University
GrantsCommission Act, 1956 (3 of 1956) to be a University for the purposes of that Act.]

“[(2C) Where any new machinery or plant, being machinery or plant which would assist in
control of pollution or protection of environment and which has been notifiedsibéalf by the
Central Government in the Official Gazette, is installed after the 31st day of May, 1983 but

1. Ins. by Act 29 of 1977, s. 9 (w.e.£411978).

2. Subs. by Act 14 of 1982, s. 8, -4m82).Aibut before the 1si
3. Clauself) omitted by Act 11 of 1987, s. 74 (w.e.f411987).

4. Ins. by Act 11of 1983, s. 11 (w.e.f.-5-1983).
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before the 1stlay of April, 1987, in any industrial undertaking referred to in-dlabise i) or
subclause if) or subclause ifi ) of clause If) of subsection B), the provisions of subection {)

shall have effect in relation to <ivwepehcemgchi n.
t he wor fivepeficertt.ior thyad been substituted. ]

(3) Where the total income of the assesagsessable for the assessment year relevant to the
previous year in which the ship or aircraft was acquired or the machinery or plant was installed,
or, as the case may be, the immediately succeeding previous year (the total income for this
purpose beingomputed after deduction of the allowances unskmtion 33andsection 33A but
without making any deduction under ssiction {) of this section or any deduction under
Chapter V1A) is nil or is less than the full amount of the investment allow#@nce,

(i) the sum to be allowed by way of investment allowance for that assessment year under
subsection () shall be only such amount as is sufficient to reduce the said total income
to nil; and

(i) the amount of the investment allowance, to the extent tehwitihas not been
allowed as aforesaid, shall be carried forward to the following assessment year, and the
investment allowance to be allowed for the following assessment year shall be such amount
as is sufficient to reduce the total income of the assesssessable for that assessment year,
computed in the manner aforesaidnilp and the balance of the investment allowance, if any,
still outstanding shall be carried forward to the following assessment year and so on, so,
however, that no portion of thavestment allowance shall be carried forward for more than
eight assessment years immediately succeeding the assessment year relevant to the previous
year in which the ship or aircraft was acquired or the machinery or plant was installed or, as
the casenay be, the immediately succeeding previous year.

Explanationd Where for any assessment year, investment allowance is to be allowed in
accordance with the provisions of this ssdztion in respect of any ship or aircraft acquired or
any machinery or plannstalled in more than one previous year, and the total income of the
assessee assessable for that assessment year (the total income for this purpose being computec
after deduction of the allowances undsection 33and section 33A, but without making any
deduction under subection {) of this section or any deduction under ChapteAYIs less than
the aggregate of the amounts due to be allowed in respect of the assets aforesaid for that
assessment year, the following procedure shall be followed, ydmel

(a) the allowance under claugé) hall be made before any allowance under clalise (
made; and

(b) where an allowance has to be made under claisi (espect of amounts carried
forward from more than one assessment year, the amount cammeatdoirom an earlier
assessment year shall be allowed before any amount carried forward from a later assessment
year.

(4) The deduction under stdection {) shall be allowed only if the followingonditions are
fulfilled, namely.d

(i) the particulargprescribed in this behalf have been furnished by the assessee in respect
of the ship or aircraft or machinery or plant;

(i) an amount equal to sevetftye per centof the investment allowance to be actually
allowed is debited to the profit and loss aapof[any previous year in respect of which the
deduction is to be allowed under ssdxtion 8) or any earlier previous year (being a
previous year not earlier than the year in which the ship or aircraft was acquired or the

Subs. by Act 12 of 1990, s. 7, for fAthe prewildt)s year
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machinery or plamivas installed or the ship, aircraft, machinery or plant was first put to use)]
and credited to a reserve account (to be cea
to be utilised

(a) for the purposes of acquiring, before the expiry of a periotbofyears next
following the previous year in which the ship or aircraft was acquired or the machinery or
plant was installed, a new ship or a new aircraft or new machinery or plant [other than
machinery or plant of the nature referred to in clausgs(f) and ¢l) of ‘[the second
provisd to subsection ()] for the purposes of the business of the undertaking; and

(b) until the acquisition of a new ship or a new aircraft or new machinery or plant as
aforesaid, for the purposes of the business of the takileg other than for distribution
by way of dividends or profits or for remittance outside India as profits or for the creation
of any asset outside India:

Providedthat this clause shall have effect in respect of a ship as if for the word
isevfeinttghoe, word Afiftyodo had been substitut

Explanationd Where the amount debited to the profit and loss account and credited to the
Investment Allowance Reserve Account under this-sediion is not less than the amount
required to be so credited on the basisthe amount of deduction in respect of investment
allowance claimed in the return made by the assessee under section 139, but a higher deduction in
respect of the investment allowance is admissible on the basis of the total income as proposed to
be compited by the’[Assessing Officer] undesection 143 the Assessing Officer] shall, by
notice in writing in this behalf, allow the assessee an opportunity to credit within the time
specified in the notice or within such further time as’Assessing Offie] may allow, a further
amount to the Investment Allowance Reserve Account out of the profits and gains of the previous
year in which such notice is served on the assessee or of the immediately preceding previous
year, if the accounts for that year hana been made up; and, if the assessee credits any further
amount to such account within the time aforesaid, the amount so credited shall be deemed to have
been credited to the Investment Allowance Reserve Account of the previous year in which the
deduction is admissible and such amount shall not be taken into account in determining the
adequacy of the reserve required to be created by the assessee in respect of the previous year in
which such further credit is made:

Providedthat such opportunity shall ntie allowed by thé[Assessing Officer] in a case
where the difference in the total income as proposed to be computed by him and the total income
as returned by the assessee arises out of the application of the proviseséxtsub () of
section 14%r subsection @) of that section or the omission by the assessee to disclose his
income fully and truly.

(5) Any allowance made under this section in respect of any ship, aircraft, machinery or
plant shall be deemed to have been wrongly made for thegagjpb this Ad

(a) if the ship, aircraft, machinery or plant is sold or otherwise transferred by the assessee
to any person at any time before the expiry of eight years from the end of the previous year in
which it was acquired or installed; or

(b) if at any time before the expiry of ten years from the end of the previous year in
which the ship or aircraft was acquired or the machinery or plant was installed, the assessee
does not utilise the amount credited to the reserve account undsedidn §) for the
purposes of acquiring a new ship or a new aircraft or new machinery or plant [other than

1.

Subs. by Act 3 of 19&9989)s. 6, for Athe provisoo (w.e.
1

2.Subs.by Act4of 8, s. 2 -t axorOfiiflincekdo@®). (w. e. f .
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machinery or planof the nature referred to in clause, (b) and @) of ‘[the second proviso]
to subsection ()] for the purposes of the business of theartaking; or

(c) if at any time before the expiry of the ten years aforesaid, the assesseeutilises the
amount credited to the reserve account underssohbon &) for distribution by way of
dividends or profits or for remittance outside India as profittoothe creation of any assets
outside India or for any other purpose which is not a purpose of the business of the
undertaking,

and the provisions of stgection §A) of section 155hall apply accordingly:
Providedthat nothing in clause) shallapplyd

(i) where the ship, aircraft, machinery or plant is sold or otherwise transferred by the assessee
to the Government, a local authority, a corporation established by a Central, State or Provincial
Act or a Government company as defined in sectionddiffe Companies Act, 1956 (1 of 1956);
or

(i) where the sale or transfer of the ship, aircraft, machinery or plant is made in connection
with the amalgamation or succession, referred to irssgtion 6) or subsection 7).

(6) Where, in a scheme ofrmamlgamation, the amalgamating company sells or otherwise
transfers to the amalgamated company any ship, aircraft, machinery or plant, in respect of which
investment allowance has been allowed to the amalgamating company unsectsuin {),0

(@) the amajamated company shall continue to fulfil the conditions mentioned in
subsection 4) in respect of the reserve created by the amalgamating company and in respect
of the period within which such ship, aircraft, machinery or plant shall nasols or
otherwise transferred and in default of any of these conditions, the provisions of
subsection 4A) of section 15%hall apply to the amalgamated company as they would have
applied to the amalgamating company had it committedéfeult; and

(b) the balance of investment allowance, if any, still outstanding to the amalgamating
company in respect of such ship, aircraft, machinery or plant, shall be allowed to the
amalgamated company in accordance with the provisions efestilon(3), so, however, that
the total period for which the balance of investment allowance shall be carried forward in the
assessments of the amalgamating company and the amalgamated company shall not exceed
the period of eight years specified in ssdxtion 8) and the amalgamated company shall be
treated as the assessee in respect of such ship, aircraft, machinery or plant for the purposes of
this section.

(7) Where a firm is succeeded to by a company in the business carried on by it as a result of
which thefirm sells or otherwise transfers to the company any ship, aircraft, machinery or plant,
the provisions of clauseg)(and p) of subsection 6) shall, so far as may be, apply to the firm
and the company.

Explanationd The provisions of this subection shll apply only wherd

(i) all the property of the firm relating to the business immediately before the succession
becomes the property of the company;

Subs. by Act 3 of 19#&49989)s. 6, for Athe provisodo (w.e.
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(i) all the liabilitiesof the firm relating to the business immediately before the succession
become the liabilities of the company; and

(iii) all the shareholders of the company were partners of the firm immediately before the
succession.

(8 The Central Government, if it ceilers necessary or expedient so to do, may, by
notification in the Official Gazette, direct that the deduction allowable under this section shall not
be allowed in respect of any ship or aircraft acquired or any machinery or plant installed after
such dat '*** as may be specified therein.

’[(8A) The Central Government, if it considers necessary or expedient so to do, may, by
notification in the Official Gazette, omit any article or thing from the list of articles or things
specified in the Eleventh Schedi}

%(8B) Notwithstanding anything contained in ssiction 8) or the notification of the
Government of India in the Ministry of Finance (Department of Revenue) No. GSR 870(E), dated
the 12th June, 1986, issued thereunder, the provisions of this sslbapply in respect @,

(@) (i) a new ship or new aircraft acquired after the 31st day of March, 1987 but before
the 1st day of April, 1988, if the assessee furnishes evidence to the satisfaction of the
Assessing Officer that he had, before the 12th of June, 1986, entered into a contract for
the purchase of such ship or aircraft with the builder or rfacturer or owner thereof, as the
case may be;

(i) any new machinery or plant installed after the 31st day of March, 1987 but before the
1st dayof April, 1988, if the assessee furnishes evidence to the satisfaction of the Assessing
Officer that before the 12th day of June, 1986, he had purchased such machinery or plant or
had entered into a contract for the purchase of such machinery or platitevittanufacturer
or owner of, or a dealer in, such machinery or plant, or had, where such machinery or plant
has been manufactured in an undertaking owned by the assessee, taken steps for the
manufacture of such machinery or plant:

Providedthat nothing ontained in susection () shall entitle the assessee to claim
deduction in respect of a ship or aircraft or machinery or plant referred to in this clause in any
previous year except the previous year relevant to the assessment year commencing on the 1st
day of April, 1989;

(b) a new ship or new aircraft acquired or any new machinery or plant installed after the
31st day of March, 1988, but before such date as the Central Government, if it considers
necessary or expedient so to do, may, by notificdtiate Official Gazette, specify in this
behalf.

(8C) Subject to the provisions of clausg ©f subsection 8), where a deduction has been
allowed to an assessee under-sabtion {) in any assessment year, no deduction shall be
allowed to the assessanader section 32Am the said assessment year (hereinafter referred to as
the initial assessment year) and a block of further period of four years beginning with the
assessment year immediately succeeding the initial assessment year.]

A% * * * *

1. The words #, not being earlier than three years from
(w.e.f. :4-1986).

2. Ins. by Act 29 of 1977, s. 9 (w.e.f411978).

3. Subs. by Act 3 of 1989, s. 6, for ssibction 8B) (w.e.f. 14-1989).

4. Subsection 9) omitted by Act 12 of 1990, s. 7 (w.e.£411976).
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132AB. Investment deposit account® (1) Subject to the other provisions of this section, where an
assessee, whose total income includes income ¢ch
business or professidono, has, out of such i ncome

(a) deposited any amount in an account (hereafter in this section referred to as deposit account)
maintained by him with the Development Bank before the expiry of six months from the end of the
previous year or before furnishing the return of his income, \elighis earlier; or

(b) utilised any amount during the previous year for the purchase of any new ship, new aircratft,
new machinery or plant, without depositing any amount in the deposit account underalause (

in accordance with, and for the purposes specified in, a scheme (hereafter in this section referred to as the
scheme) to be framed by the Central Government, or if the assessee is carrying on the business of
growing and manufacturing tea in India, to berawed in this behalf by the Tea Board, the assessee shall

be allowed &[deduction (such deduction being allowed before the loss, if any, brought forward from
earlier years is set off under section 73pof

(i) a sum equal to the amount, or the aggreghtee amounts, so deposited and any amount so
utilised; or

(i) a sum equal to twenfyer centof the profits of *** business or profession as computed in
the accounts of the assessee audited in accordance witkdidn b),

whichever is less:

“[Providedthat where such assessee is a firm, or any association of persons or any body of
individuals, the deduction under this section shall not be allowed in the computation of the income of any
partner, or as the case may be, any member of such firmjaagsoof persons or body of individuals:]

*[Provided furthethat no such deduction shall be allowed in relation to the assessment year
commencing on the 1st day of April, 1991, or any subsequent assessment year.]

(2) For the purposes of this sectidn,

6x * * * *

i) Anew shipd or Anew aircrafto includes a ¢
by the assessee was used by any other person, if it was not at any time previous to the date of such
acquisition ownedby any person resident in India;

(i) Anew machinery or planto includes machi ne
assessee was used outside India by any other person, if the following conditions are fulfilled,
namely &

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

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

(c) no deduction on account of depreciation in respésuch machinery or plant has been
allowed or is allowable under this Act in computing the total income of any person for any period
prior to the date of the installation of the machinery or plant by the assessee;

1. Ins. by Act 23 of 1986, s. 8 (w.€1f4-1987).
2. Subs. by Act 11 of 19&2987)s. 7, for fAdeduction ofo (w.
3. The word deligibleo omi-41®¥)d by Act 13 of 1989, s. 7 (.

4. Ins. by Act 11 of 1987, s. 7 (w.e.f411987).

5. Ins. by Act 12 of 1990, s. 8 (w.e.£411990).

6. Clausei{ omitted by Act 13 of 1989, s. 7 (w.e.f411991).
7. Subs. by Act 11 of 1987, s. 7 for clausg ((v.e.f. :4-1987).
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(ivy ATea B meansd the Tea Board established under section 4 of the Tea
Act, 1953 (29 of 1953).]

(3) [The profits of business or profession of an assessee for the purposessettoib () shall] be
an amount arrived at after deductiag amount equal to the depreciation computed in accordance with
the provisions of sukection () of section 32 from the amounts of profits computed in accordance with
the requirements of Parts Il and Ill of thSchedule VI] to the Companies Act, 1956 df 1956),
%as increased by the aggregaté of

(i) the amount of depreciation;
(ii) the amount of incomtax paid or payable, and provision therefor;

(iii) the amount of surtax paid or payable under the Companies (Profits) Surtax Act/ 1§64
1964);

(iv) the amounts carried to any reserves, by whatever name called;

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

(vi) the amount by way of provision for losses of subsidiamypanies; and
(vii) the amount or amounts of dividends paid or proposed,

if any debited to the profit and loss account; and as reduced by any amount or amounts withdrawn from
reserves or provisions, if such amounts are credited to the profit and losatAte:.]

5% * * * *

(4) No deduction under sufection {) shall be allowed in respect of any amount utilised for the
purchase &

(@) any machinery or plant to be installed in any office premises or residential accommodation,
including any acommodation in the nature of a guésuse;

(b) any office appliances (not being computers);
(c) any road transport vehicles;

(d) any machinery or plant, the whole of the actual cost of which is allowed as a deduction
(whether by way of depreciation or etiwise) in computing the income chargeable under the head
AProfits and gains of business or professiono

®[(e) any new machinery or plant to be installed in an industrial undertaking, other than-a small
scale industrial undertakingas defined in section 80HHA, for the purposes of business of
construction, manufacture or production of any article or thing specified in the list in the Eleventh
Schedule.]

(5) The deduction under stdection () shall not be admissible unless the arte of the business or
profession of the assessee for the previous year relevant to the assessment year for which the deduction is
claimed have been audited by an accountant as defined iBxphenationbelow subsection )
of section 28&nd the assessee furnishes, along with his return of income, the report of such audit in the
prescribed form duly signezhd verified by such accountant

. Subs. by Act 13 of 1989, s. 7, for certain words (w.e4:1D91).

.Subs.bys. did.,f or ASi xt we.fSlelHi®WPY.ul eo (

. Subs. by Act 11 of 1987, s. 7, for certain words (w.e4:1D87).

The word fAandd omittedl199ly Act 13 of 1989, s. 7 (w.e.f.
. Clauself) omitted by s. 7ibid. (w.e.f. 24-1991).

. Ins. by s. 7ipid. (w.e.f. £4-1991).

OO WNE
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Providedthat ina case where the assessee is required by or under any other law to get his accounts
audited, it shall be sufficient compliance with the provisions of thissadtion if such assessee gets the
accounts of such business or profession audited under such law and furnishes the report of the audit as
required under such other law and a furttegrort in the form prescribed under this sdttion.

[(5A) Any amount standing to the credit of the assessee in the deposit account shall not be allowed to
be withdrawn before the expiry of a period of five years from the date of deposit except forpbseg
specified in thé[scheme or] in the circumstances specified betbw :

(a) closure of business;

(b) death of an assessee;

(c) partition of a Hindu undivided family;
(d) dissolution of a firm;

(e) liquidation of a company.

3 Explanationd For theremoval of doubits, it is hereby declared that nothing contained in this sub
section shall affect the operation of the provisions ofsadtion bAA) or subsection 6) in relation to
any withdrawals made from the deposit account either before or aftexphg of a period of five years
from the date of deposit.]

*[(5AA) Where any amount, standing to the credit of the assessee in the deposit account, is withdrawn
during any previous year by the assessee in the circumstance specified in @lauseldise @) of
subsection bA), the whole of such amount shall be deemed to be the profits and gains of business or
profession of that previous year and shall accordingly be chargeable to itecoaethe income of that
previous year, as if the bimess had not closed or, as the case may be, the firm had not been dissolved.]

(5B) Where any amount standing to the credit of the assessee in the deposit account is utilised by the
assessee for the purposes of any expenditure in connection wiftithéusiness or profession in
accordance with the scheme, such expenditure shall not be allowed in computing the income chargeable
under the head AProfits 4dgnd gains of business or

(6) Where any amount, standing to the credit of the assesske deposit account, released during
any previous year by the Development Bank for being utilised by the assessee for the purposes specified
in the scheme or at the closure of the accdimtircumstances other than the circumstances specified in
clauses(b), (c) and €) of subsection 6A)], %is not utilised in accordance with and within the time
specified in, the scheme], either wholly or in p&rt* the whole of such amount or, as the case may be,
part thereof which is not so utilised shall be deetoede the profits and gains of business or profession
of that previous year and shall accordingly be chargeable to inzotas the income of that previous
year.

(7) Where any asset acquired in accordance with the scheme is sold or otherwise transéeyed
previous year by the assessee to any person at any time before the expiry of eight years from the end of
the previous year in which it was acquired, such part of the cost of such asset as is relatable to the
deductions allowed under sskction () shall be deemed to be the profits and gains of business or
profession of the previous year in which the asset is sold or otherwise transferred and shall accordingly be
chargeable to incoraax as the income of that previous year:

1. Ins. by Act 11 of 1987, s. 7 (w.e.£411987).

2. Subs. by Act 13 of 19-8387).s. 7, for fAscheme ando (w. e.:
3. Ins. by s. 7ibid. (w.e.f. £4-1987).

4. The word fel iigd @let®19Mi tted by s. 7,

5. Ins. by s. 7ibid. (w.e.f. :4-1987).

6. Subs. by Act 11 of 1987, s. 7 for -A1987).not wutilised in
7. The words fiwithin t hibid (weéehMilaBld.s year o omitted by s. 7,
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Providedthat nothingn this subsection shall appfy

(i) where the asset is sold or otherwise transferred by the assessee to Government, a local
authority, a corporation established by or under a Central, State or Provincial Act or a Government
company as defined in sectiét7 of the Companies Act, 1956 (1 of 1956); or

(i) where the sale or transfer of the asset is made in connection with the succession of a firm by a
company in the business or profession carried on by the firm as a result of which the firm sells or
otherwse transfers to the company any asset and the scheme continues to apply to the company in the
manner applicable to the firm.

Explanationd The provisions of clausé ) of the proviso shall apply only whére

(i) all the properties of the firm relating the business or profession immediately before the
succession become the properties of the company;

(i) all the liabilities of the firm relating to the business or profession immediately before the
succession become the liabilities of the company; and

(iii) all the shareholders of the company were partners of the firm immediately before the
succession.

(8) The Central Government may, if it considers it necessary or expedient so to do, by notification in
the Official Gazette, omit any article or thing frohetlist of articles or things specified in the Eleventh
Schedule.

(9) The Central Government may, after making such inquiry as it may think fit, direct, by notification
in the Official Gazette, that the provisions of this section shall not apply to asy/ alassessees, with
effect from such date as it may specify in the notification.

[(10) Where a deduction has been allowed to an assessee under this section in any assessment year
no deduction shall be allowed to the assessee undeestibn () of section 32Ain the said assessment
year (hereinafter referred to as the initial assessment year) and a block of further period of four years
beginning with the assessment year immediately succeeding the initial assessment year.]

Explanationd In this sectior§
(@ Mncomputerso does not include calculating
(y fADevel opmedt Banko means

(i) in the case of an assessee carrying on business of growing and manufacturing tea in
India, the National Bank for Agriculture and Rural Dieygnent established under section 3 of
the National Bank for Agriculture and Rural Development Act, 1981 (61 of 1981);

(i) in the case of other assessees, the Industrial Development Bank of India established
under the Industrial Development Bank of Indiet, 1964 (18 of 1964) and includes such bank
or institution as may be specified in the scheme in this behalf.

1. Subs. by Act 3 of 1989, s. 7, for ssiction 0) (w.e.f. 1:4-1989).
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[32AC. Investmentin new plant or machineryd (1) Where an assessee, being a company,
engaged in the business of manufacture or producti@myfarticle or thing, acquires and installs new
asset after the 31st day of March, 2013 but before the 1st day of April, 2015 and the aggregate amount of
actual cost of such new assets exceeds one hundred crore rupees, then, there shall be allowed a
deducton,®

(a) for the assessment year commencing on the 1st day of April, 2014, of a sum equal to fifteen
per centof the actual cost of new assets acquired and installed after the 31st day of March, 2013 but
before the 1st day of April, 2014, if the aggregate amount of actual cost of such new assets exceeds
one hundred crore rupees; and

(b) for the assessment yeammmencing on the 1st day of April, 2015, of a sum equal to fifteen
per centof the actual cost of new assets acquired and installed after the 31st day of March, 2013 but
before the 1st day of April, 2015, as reduced by the amount of deduction alloweg, iiraer
clause §).

’[(1LA) Where an assessee, being a company, engaged in the business of manufacture or production of
any article or thing, acquires and installs new assets and the amount of actual cost of such new assets
3lacquired during any previs year exceeds twerfiye crore rupees and such assets are installed on or
before the 31st day of March, 2Q1ten, there shall be allowed a deduction of a sum equal to fggren
cent.of the actual cost of such new assets for the assessment gganted that previous year:

“[Providedthat where the installation of the new assets are in a year other than the year of acquisition,
the deduction under this sglection shall be allowed in the year in elhthe new assets are instailed

°[Providedfurtherthaf no deduction under this sigection shall be allowed for the assessment year
commencing on the 1st day of April, 2015 to the assessee, which is eligible to claim deduction under
subsection Q) for the said assessment year.

(1B) No deductioa under suksection {A) shall be allowed for any assessment year commencing on
or after the 1st day of April, 2018.]

(2) If any new asset acquired and installed by the assessee is sold or otherwise transferred, except in
connection with the amalgamatiar demerger, within a period of five years from the date of its
installation, the amount of deduction allowed under-sedtion () °[or subsection {A)] in respect of
such new asset shall be deemed to be the income of the assessee chargeable uaddrthB Fer o f i t s
gains of business or professiono of the previo
transferred, in addition to taxability of gains, arising on account of transfer of such new asset.

(3) Where the new asset is sold or othisewtransferred in connection with the amalgamation or
demerger within a period of five years from the date of its installation, the provisions-séidn )
shall apply to the amalgamated company or the resulting company, as the case may beyasidhey
have applied to the amalgamating company or the demerged company.

(4 For the purposes of this section, inew asset
or aircraft) but does not include

(i) any plant or machinery which before itstadiation by the assessee was used either within or
outside India by any other person;

(i) any plant or machinery installed in any office premises or any residential accommodation,
including accommodation in the nature of a guest house;

1. Ins. by Act 17 of 2013, s. 6 (w.e.£412014).

2. Ins. by Act 25 of 2014, s. 11 (w.e.f412015).

3. Subs. by Act 28 of 2016, S . 14, for fAaclQiuveedr ame 1 oy
(w.e.f.1-4-2016).

4. The proviso inserted by s. 1did. (w.e.f. :4-2016).

5.Subs.bys.14bid. , for AProvid@EE). thato (w.e.f. 1

6. Ins. by Act 25 of 2014, s. 11 (w.e.f412015).
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(iii) any officeappliancesncluding computers or computer software;
(iv) any vehicle; or

(v) any plant or machinery, the whole of the actual cost of which is allowed as deduction
(whether by way of depreciation or otherwise) in computing the income chargeable undeadhe h
AProfits and gains of business or professiono

[32AD. Investment in new plant or machinery in notified backward areas in certain
Statesd (1) Where an assessee, sets up an undertaking or enterprise for manufactureatioprofiu
any article or thing, on or after the 1st day of April, 2015 in any backward area nbyifibé Central
Government in this behalf, in the State of Andhra Pradesh or in the State of Bihar or in the State of
Telangana or in the State of West Bdngad acquires and installs any new asset for the purposes of the
said undertaking or enterprise during the period beginning on the 1st day of April, 2015 and ending
before the 1st day of April, 2020 in the said backward area, then, there shall be alldeduttion of a
sum equal to fifteeper centof the actual cost of such new asset for the assessment year relevant to the
previous year in which such new asset is installed.

(2) If any new asset acquired and installed by the assessee is sold ors#lemsferred, except in
connection with the amalgamation or demerger @rganisation of business referred to in claxsé) (or
clause Xiiib) or clause Xiv) of section 47, within a period of five years from the date of its installation,
the amounbf deduction allowed under sigection {) in respect of such new asset shall be deemed to be
the income of the assessee chargeable under the
previous year in which such new asset is sold or otlertvansferred, in addition to taxability of gains,
arising on account of transfer of such new asset.

(3) Where the new asset is sold or otherwise transferred in connection with the amalgamation or
demerger or r@rganisation of business referred todlause Xiii) or clause Xiiib) or clause Xiv) of
section 4#vithin a period of five years from the date of its installation, the provisions e$esttibn )
shall apply to the amalgamated company or the resulting company or the successor referred to in
clause xiii) or clauseXiiib) or clauseXiv) of section 47 as the case may be, as they would have applied
to the amalgamating company or the demeg@adpany or the predecessor referred to in claxigé ¢r
clause Xiiib) or clauseXiv) of section 47.

49 For the purposes of this section, Ainew asse
or aircraft) but does not include

(a) any plantor machinery, which before its installation by the assessee, was used either within or
outside India by any other person;

(b) any plant or machinery installed in any office premises or any residential accommodation,
including accommodation in the naturieaoguest house;

(c) any office appliances including computers or computer software;
(d) any vehicle; or
(e) any plant or machinery, the whole of the actual cost of which is allowed as deduction

(whether by way of depreciation or otherwise) in computirggitttome chargeable under the head
AProfits and gains of business or professiono

1. Ins. by Act 20 of 2015, s. 11 (w.e.f412016).

168



33.Development rebated [(1) (a) In respect of a new ship or new machinery or plant (other than
office appliances or road transport vehicles) whicbvisied by the assessee and is wholly used for the
purposes of the business carried on by him, there shall, in accordance with and subject to the provisions
of this section and of section 34, be allowed a deduction, in respect of the previous year iheviip t
was acquired or the machinery or plant was installed or, if the ship, machinery or plant is first put to use
in the immediately succeeding previous year, then, in respect of that previous year, a sum by way of
development rebate as specified irusk b).

(b) The sum referred to in clausa 6hall b&
(A) in the case of a ship, forper centof the actual cost thereof to the assessee;
(B) in the case of machinery or plaht,
(i) where the machinery or plant is installed for the purposes ohdsssiof construction,
manufacture or production of any one or more of the articles or things specified in the list in the

Fifth Schedul&)

(a) thirty-five per centof the actual cost of the machinery or plant to the assessee, where
it is installed before the 1st day of April, 1970, and

(b) twentyfive per cent.of such cost, where it is installed after the 31st day of
March, 1970;

(i) where the machinery @tant is installed after the 31st day of March, 1967, by an assessee
being an Indian company in premises used by it as a hotel and such hotel is for the time being
approved in this behalf by the Central Governnéent,

(a) thirty-five per centof the actuatost of the machinery or plant to the assessee, where
it is installed before the 1st day of April, 1970, and

(b) twentyfive per cent.of such cost, where it is installed after the 31st day of
March, 1970;

(iii) where the machinery or plantiisstalled after the 31st day of March, 1967, being an
asset representing expenditure of a capital nature on scientific research related to the business
carried on by the assesske,

(a) thirty-five per centof the actual cost of the machinery or plantite assessee, where
it is installed before the 1st day of April, 1970, and

(b) twentyfive per cent.of such cost, where it is installed after the 31st day of
March, 1970;

(iv) in any other case,

(a) twentyper centof the actual cost of the mackiy or plant to the assessee, where it is
installed before the 1st day of April, 1970, and

(b) fifteen per centof such cost, where it is installed after the 31st day of March, 1970.]

’[(1A) (a) An assessee who, after the 31st day of March, 1964, acauiyeship which before the
date of acquisition by him was used by any other person shall, subject to the provisiectsoof34also

1. Subs. by Act@ of 1967, s. 33 and the Third Schedule, for-settion {) (w.e.f. £4-1968).
2. Ins. by Act 5 of 1964, s. 8 (w.e.£4:1964).
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be allowedas a deduction a sum by way of development rebate at such rate or rates as may be prescribed,
provided thathe following @nditions are fulfilled, namel$

(i) such ship was not previous to the date of such acquisition owned at any time by any person
resident in India;

(it) such ship is wholly used for the purposes of the business carried on by the assessee; and
(iii) such other conditions as may be prescribed.

(b) An assessee who installs any machinery or plant (other than office appliances or road transport
vehicles) which before such installation by the assessee was used outside India by any othgnglkerson
subject to the provisions skction 34 also be allowed as a deduction a sum by way of development
rebate at such rate or rates as may be prescribed, provided that the following conditions are fulfilled,
namelyd

(i) such machinery or plant was nased in India at any time previous to the date of such
installation by the assessee;

(i) it is imported in India by the assessee from any country outside India;

(iii) no deduction on account of depreciation or development rebate in respect of suctemachin
or plant has been allowed or is allowable under the provisions of the Indian heoret, 1922 (11
of 1922), or this Act in computing the total income of any person for any period prior to the date of
the installation of the machinery or plant bg @ssessee;

(iv) such machinery or plant is wholly used for the purposes of the business carried on by the
assessee; and

(v) such other conditions as may be prescribed.

(c) The development rebate under this-selbtion shall be allowed as a deduction ispest of the
previous year in which the ship was acquired or the machinery or plant was installed or, if the ship,
machinery or plant is first put to use in the immediately succeeding previous year, then, in respect of that
previous year.]

(2) In the caseof a ship acquired or machinery or plant installed after the 31st day of
December, 1957, where the total income of the assessee assessable for the assessment year relevant to tt
previous year in which the ship was acquired or the machineryaat mstalled or the immediately
succeeding previous year, as the case mdj(the total income for this purpose being computed without
making any allowance under sabction {) or subsection {A) of this section or subection {)
of section 33Aor any deduction under Chapter VIA**] isnil or is less than the full amount of the
development rebate calculat§dt the rate applicable therefunder suksection () or subsection (A),
as the case may bé],

(i) the sum to be allowed by way of devatmgnt rebate for that assessment y#ander
subsection 1) or subsection LA)] shall be only such amount as is sufficient to reduce the said total
income tonil; and

(i) the amount of the development rebate, to the extent to which it has not been allowed as
aforesaid, shall be carried forward to the following assessment year, and the development rebate to be

1. Ins. by Act 20 of 1967, s. 33 and the third Schedule, for certain brackets, words, figures and letters4¢do&68) 1

2 The words, figure@0 amri tlteead ebby fidat sHB&I8&).fonl 2BD, s. 54 (
3. Subs. by Act 5 of 1964, s. 8,sktotida@dlWHeer &4t elappl i c:
4,Subs.bys.8bid. , f or -fediondled (s waklOBG5) . 1
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allowed for the followingassessment year shall be such amanis sufficient to reduce the total
income of the assessee assessable for that assessment year, computed in the manner afdresaid, to
and the balance of the development rebate, if any, still outstanding shall be carried forward to the
following assesment year and so on, so however, that no portion of the development rebate shall be
carried forward for more than eight assessment years immediately succeeding the assessment year
relevant to the previous year in which the ship was acquired or the mgobingant installed or the
immediately succeeding previous year, as the case may be.

Explanationd Where for any assessment year development rebate is to be allowed in accordance
with the provisions of subection ) in respect of ships acquired or ma@rnor plant installed in
more than one previous year, and the total income of the assessee assessable for that assessment ye:
[(the total income for this purpose being computed without making any allowander
subsection {) or subsecton (1A) of this section or subection {) of section 332or any deduction
under Chapter VA #**#] is less than the aggregate of the amounts due to be allowed in respect of the
assets aforesaid for that assessment year, the following procedure sblidivibedf namelyd

(i) the allowance under clausi) (of subsection 2) shall be made before any allowance
under clausei) of that subsection is made; and

(i) where an allowance has to be made under cldisef(subsection 2) in respect of
amountscarried forward from more than one assessment year, the amount carried forward from
an earlier assessment year shall be allowed before any amount carried forward from a later
assessment year.

3(3) Where, in a scheme of amalgamation, the amalgametimgany sells or otherwise transfers to
the amalgamated company any ship, machinery or plant in respect of which development rebate has been
allowed to the amalgamating company undersetttion () or subsection (A),0

(a) the amalgamated company stadhtinue to fulfil the conditions mentioned in ssiction 8)
of section 34n respect of the reserve created by the amalgamating company and in respect of the
period within which such ship, machinery or plant shall not be sold or otherwise transfetred an
default of any of these conditions, the provisions ofseitiion §) of section 155hall apply to the
amalgamated company as they would have applied to the amalgamating company had it committed
the default; and

(b) the balance of development rebategny, still outstanding to the amalgamating company in
respect of such ship, machinery or plant shall be allowed to the amalgamated company in accordance
with the provisions of subection ), so, however, that the total period for which the balance of
development rebate shall be carried forward in the assessments of the amalgamating company and the
amalgamated company shall not exceed the period of eight years specifieesacoib 2) and the
amalgamated company shall be treated as the assesespant of such ship, machinery or plant for
the purposes of this section asettion 34

(4) Where a firm is succeeded to by a company in the business carried on by it as a result of which
the firm sells or otherwise transfers to the company any shaghimery or plant, the provisions of
clausesd) and p) of subsection 8) shall, so far as may be, apply to the firm and the company.

1. Subs. by Act 20 of 1967, s. 33 and the Third Schedule, for certain brackets, words, figures and letterg{(126§).1
2. The words, figur®© a@amdtltetdt dry RAart UA88R)IFfoMl IBBQ s. 54 (
3. Subs. by Act 20 of 1967, s. 9, for sséxtion 8) (w.e.f. 14-1967).
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Explanationd The provisions of this clause shall apply only widere

(i) all the property of the firm relating to the buesss immediately before the succession
becomes the property of the company;

(ii) all the liabilities of the firm relating to the business immediately before the succession
become the liabilities of the company; and

(iii) all the shareholders of the compangre partners of the firm immediately before the
succession.

[(5) The Central Government, if it considers it necessary or expedient so to do, may, by notification
in the Official Gazette, direct that the deduction allowable under this section shak radiblwed in
respect of a ship acquired or machinery or plant installed after such date, not being earlier than three years
from the date of such notification, as may be specified therein.]

’[(6) Notwithstanding anything contained in the foregoing prowisiof this section, no deduction by
way of development rebate shall be allowed in respect of any machinery or plant installed after the 31st
day of March, 1965, in any office premises or any residential accommodation, including any
accommaodation in the hae of a gueshouse}

¥Providedthat the provisions of this stgection shall not apply in the case of an assessee being an
Indian company, in respect of any machinery or plant installed by it in premises used by it as a hotel,
where the hotel is for ghtime being approved in this behalf by the Central Government.

“[33A. Development allowancé (1) In respect of planting of tea bushes on any land in India owned
by an assessee who carries on business of growing and manufacturing tea in India, ansynoby
development allowance equivalendto

(i) where tea bushes have been planted on any land not planted at any time with tea bushes or on
any land which had been previously abandor{étty per cent] of the actual cost of planting; and

(i) where tea bushes are planted in replacement of tea bushes that have died or have become
permanently useless on any land already plaffiiaitty per cent] of the actual cost of planting,

shall, subject to the provisions of this sectidibe allowed a a deduction in the manner specified
hereunder, name§:

(@) the amount of the development allowance shall, in the first instance, be computed with
reference to that portion of the actual cost of planting which is incurred during the previous year in
which the land is prepared for planting or replanting, as the case may be, and in the previous year
next following, and the amount so computed shall be allowed as a deduction in respect of such
previous year next following; and

1. Ins. by Act 5 of 1964, s. 8 (w.e.£4t1964).

2. Ins. by Act 10 of 1965, s. 8 (w.e.f411965).

3. Ins. by Act 20 of 1967, s. 33 and the Third Schedule (w-&f1968).

4. Ins. by Act 10 of 1965, s. 9 (w.e.f411965).

5. Subs. by Act 13 of 196-8196%. 8, for Aforty per cent. o |

6.Subs.bys.8bid. , for fAtwent y419&.sr cent. o (w.e.f. 1

7. Subs. by s. 3ibid. , for fAbe al | omspeatt ohtise thad sdceedding prévious yearmext following he
previous year in which the |l and is prepa4¥e).for plantin

172



(b) thereafter, thelevelopmentllowance shall again be computed with reference to the actual
cost of planting, and if the sum so computed exceeds the amount allowed as a deduction under clause
(a), the amount of the excess shall be allowed as a deduction in respect of the thirdirsgicceed
previous year next following the previous year in which the land has been prepared for planting or
replanting, as the case may be:]

![Providedthat no deduction under clausg ghall be allowed unless the planting has commenced
after the 31st day of Bfch, 1965, and been completed before the 1st day of April, 1990:

Provided furthethat no deduction shall be allowed under clauigg ynless the planting has
commenced after the 31st day of March, 1965, and been completed before the 1st dayXd 78yl

(2) Where the total income of the assessee assessable for the assessment year relevant to
’[the previous year in respect of which the deduction is required to be allowed undercgab ()]
3(the total income for this purge being computed after deduction of the allowance undesesiiton {)
or subsection (A) or clausei{) of subsection @) of section 33but without making any deduction under
subsection ) of this section or any deduction under Chapte’A\V#**)] is nil or is less than the full
amount of the development allowancgalculated at the rates and in the manner specified in
subsection ()]6

(i) the sum to be allowed by way of development allowance for that assessmeningear
subsection () shall be only such amount as is sufficient to reduce the said total incoriheated

(i) the amount of the development allowance, to the extent to which it has not been allowed as
aforesaid, shall be carried forwardttee following assessment year, and the development allowance
to be allowed for the following assessment year shall be such amount as is sufficient to reduce the
total income of the assessee assessable for that assessment year, computed in the maaider afores
to nil, and the balance of the development allowance, if any, still outstanding shall be carried forward
to the following assessment year and so on, so, however, that no portion of the development
allowance shall be carried forward for more than efggsiessment years immediately succeeding the
assessment year in which the deduction was first allowable.

Explanationd Where for any assessment year development allowance is to be allowed in
accordance with the provisions of ssiéction B) in respect of me than one previous year, and the
total income of the assessee assessable for that assessméfithgesotal income for this purpose
being computed after deduction of the allowance undefssation {) or subsection LA) or
clause if) of sWb-section R) of section 33 but without making any deduction under sggtion () of
this section or any deduction under Chapter V4% )] is less than the amount of the development
allowance due to be made in respect of that assessment year, thénéplfrocedure shall be
followed, namelyd

(i) the allowance under clausé) (of subsection ) of this section shall be made before any
allowance under claus@ 6f that subsection is made; and

1. Subs. by Act 12 of 1990, s. 9, for the proviso (w.e4:11990).
2.Subs.byAct 13 of 1966, s . 8, fo
has been prefpléb)edo (w.e. f. 1
3. Subs. by Act 20 of 1967, S . 33 and the tdmputed aft&sc hedul
making the allowance under ssbction L) or subsection {A) or clausei{) of subsection ) of section 33 but without
making any allowance under sgbction{) of t hi s s4el868)i ono (w. e. f. 1

4. The words, fitgnu2B0®OD aomd tlt etdt dry Rert AUA88)Ff 1988, s. 54 (
5. Subs. by Act 13 of 1966, s. -sBctionf)oor (fwd-BOB&Eul alt ed at t he

r Athe third succeeding pre
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(ii) where an allowanckas to be made under claugg ¢f subsection @) of this section in
respect of amounts carried forward from more than one assessment year, the amount carried
forward from an earlier assessment year shall be allowed before any amount carried forward from
a later assessment year.

(3) The deduction under stdection {) shall be allowed only if the following conditions are
fulfilled, namelyd

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

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

(a) for distribution by way of dividends or profits; or
(b) for remittance outside India as profits or for the creation of any asset outside India; and
(iii) such other conditions as may be prescribed.

(4) If any such land is sold or otherwise transferred by the assessee to any person at any time before
the expiry of eight years from the end of the previous year in which the deductionsubdection {)
was allowed, any allowance under this section shall demed to have been wrongly made for the
purposes of this Act, and the provisions of-sabtion bA) of section 155hall apply accordingly:

Providedthat this suksection shall not appdy

(i) where the land is sold or otherwise transferred by the asdesseeGovernment, a local
authority, a corporation established by a Central, State or Provincial Act, or a Government
company as defined in section 617 of the Companies Act, 1956 (1 of 1956); or

(ii) where the sale or transfer of the land is made in ection with the amalgamation or
succession referred to in sabction §) or subsection 6).

[(5) Where, in a scheme of amalgamation, the amalgamating company sells or otherwise transfers to
the amalgamated company any land in respect of which develb@i@vance has been allowed to the
amalgamating company under ssdrtion {),0

(a) the amalgamated company shall continue to fulfil the conditions mentioned-gestitn B)
in respect of the reserve created by the amalgamating company and in oéspegberiod within
which such land shall not be sold or otherwise transferred and in default of any of these conditions,
the provisions of sulsection BA) of section 155hall apply to the amalgamated company as they
would have applied to the amalgamaticompany had it committed the default; and

(b) the balance of development allowance, if any, still outstanding to the amalgamating company
in respect of such land shall be allowed to the amalgamated company in accordance with the
provisions of suksectio (2), so, however, that the total period for which the balance of development
allowance shall be carried forward in the assessments of the amalgamating company and the
amalgamated company shall not exceed the period of eight years specifieesé@ctoin(2) and the
amalgamated company shall be treated as the assessee in respect of such land for the purposes of thi:
section.

1. Subs. by Act 20 of 1967, s. 10, for ssdxtion §) (w.e.f. £4-1967).
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(6) Where a firm is succeeded to by a company in the business carried on by it as a result of which
the firm sells or otherwise tnafers to the company any land on which development allowance has been
allowed, the provisions of clauses @nd p) of subsection ) shall, so far as may be, apply to the firm
and the company.

Explanationd The provisions of this sufection shall applyif the conditions laid down in
the Explanationto subsection 4) of section 33are fulfilled.

(7 For the purposes of this sectiongd Aactual CoO:
(i) the cost of preparing the land;
(i) the cost of seeds, cuttiagd nurseries;
(iii) the cost of planting and replanting; and

(iv) the cost of upkeep thereof for the previous year in which the land has been prepared and the
three successive previous years next following such previous year,

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

![Providedthat where such cost excedds

(i) forty thousand rupees per hectare in respect of land situate in a hilly area comprised in the
district of Darjeeling; or

(i) thirty-five thousand rupees per hectare in respect of land situate in a hilly area comprised in
an area other than the district of Darjeeling; or

(iii) thirty thousand rupees per hectare in any other area,
then, the excess shall be ignored.

Explanationd Fo r the purposes of t his provi so, Adi s
Darjeeling as on the 28th day of February, 1981, being the date of introduction of the Finance Bill, 1981,
in the House of the People.]

(8 The Board may, having regard tbet elevation and topography, by general or special order,
declare any areas to be hilly areas for the purposes of this section and such order shall not be questioned
before any court of law or any other authority.

’[Explanationd For the purposes of this cton, an assessee having a leasehold or other right of
occupancy in any land shall be deemed to own such land and where the assessee transfers such right, he
shall be deemed to have sold or otherwise transferred such land.]

1. Suls. by Act 16 of 1981, s. 6, for the proviso dxplanation(w.e.f. 1:4-1982).
2. Ins. by Act 25 of 1975, s. 5 (w.e.f411962).
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[33AB. Tea development account’[, coffee development account and rubber development
account]d (1) Where an assessee carrying on businedg@iwing and manufacturing tea or coffee or
rubber] in India has, before the expiry of six months from the end of the previous year of[lefodeie
date of furnishing the return of his incom#jyhichever is earlied

(a) deposited with the National Bank any amount or amounts in an account (hereafter in this
section referred to as the special account) maintained by the assessee with that Bank in accordance
with, and for the purposes specified in, a scheme (hereafteisinettion referred to as the scheme)
®lapproved in this behalf by the Tea Board or the Coffee Board or the Rubber Board]; or

(b) ‘[deposited any amount in an account (hereafter in this section referred to as the Deposit
Account) opened by the assesseadonordance with, and for the purposes specified in, a scheme
framed by the Tea Board or the Coffee Board or the Rubber Board, as the case may be (hereafter in
this section referred to as the deposit scheme), with the previous approval of the Central
Govermment,]

the assessee shall, subject to the provisions of this section,] be allowed a deduction (such deduction being
allowed before the loss, if any, brought forward from earlier years is set off under sedtiofd 72

(a) a sum equal to the amount or thygreegate of the amounts so deposited; or

(b) ¥a sum equal to fortper cent. of the profits] of such business (computed under the head
AProfits and gains of business or professiono

whichever is less:

Providedthat where such assessee is a firm, or any association of persons or any body of individuals,
the deduction under this section shall not be allowed in the computation of the income of any partner, or
as the case may be, any member of such firsacation of persons or body of individuals:

Provided furthethat where any deduction, in respect of any amount deposited in the special account
9, or in the *[Deposit Account], has been allowed under this-settion in any previous year, no
deduction ball be allowed in respect of such amount in any other previous year.

(2) The deduction under stdection {) shall not be admissible unless the accounts of such business
of the assessee for the previous year relevant to the assessment year for whedhid¢hiendis claimed
have been audited by an accountant as defined iBxjhl@anationbelow subsection ) of section 288
and the assessee furnishes, along with his return of income, the report of such audit in the prescribed
formduly signed and verifiedytsuch accountant:

Providedthat in a case where the assessee is required by or under any other law to get his accounts
audited, it shall be sufficient compliance with the provisions of thisseghion if such assessee gets the
accounts of such businessdited under such law and furnishes the report of the audit as required under
such other law and a further report in the form prescribed under theestibn.

1. Subs. by Act 12 of 1990, s. 10, for section 33AB (w.e4-1D91).

2. Ins. by Act 32 of 2003, s. 16 (w.e.f412004).

3.Subs.bys. 16hid. , f or figrowing and-4R@0d)uf acturing teao (w.e.f. 1
4.Subs.bys.16bid. , for #Afurni shing th42004eturn of his incomeodo (w.
5. Subs. by Act 32 of 1994, s. 12, for certain words (w.e4f1995).

6.Subs.byAcB2 of 2003, s. 16, for Aapprov4£2a04)y.n this behalf by
7. Subs. by s. 16bid., for certain words (w.e.f.-4-2004).

8 Subs. by Act 14 of 2001, s. 22, for -4R@02sum equal to t w
9. Ins. by Act 32 of 1994, s. 12 (w.e.f411995).

10. Subs. by Act 32 of 2003, -4200406, for fATea Deposit Acc
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(3) Any amountstanding to the credit of the assesseé[tine special account or thgDepost
Account] shall not be allowed to be withdrawn except for the purposes specified in the scheme or, as the
case may be, in the deposit scheme] or in the circumstances specifiedbelow:

(a) closure of business;

(b) death of an assessee;

(c) partition of aHindu undivided family;
(d) dissolution of a firm;

(e) liguidation of a company.

%(4) Notwithstanding anything contained in ssiction 8), where any amount standing to the credit
of the assessee in the special account or in the Deposit Accaefgased during any previous year by
the National Bank or withdrawn by the assessee from the Deposit Account, and such amount is utilised
for the purchase 6f

(@) any machinery or plant to be installed in any office premises or residential accommodation,
including any accommodation in the nature of a gheste;

(b) any office appliances (not being computers);

(c) any machinery or plant, the whole of the actual cost of which is allowed as a deduction
(whether by way of depreciation or otherwise) in commyutihe income chargeable under the head
AProfits and gains of business or professiono

(d) any new machinery or plant to be installed in an industrial undertaking for the purposes of
business of construction, manufacture or pradacdf any article or thing specified in the list in the
Eleventh Schedule,

the whole of such amount so utilised shall be deemed to be the profits and gains of business of that
previous year and shall accordingly be chargeable to intaxnas the incomefhat previous year.]

(5) Where any amount, standing to the credit of the assessee in the special docoimthe
’[Deposit Account]], is withdrawn during any previous year by the assessee in the circumstance specified
in clause &) or clause ) of sub-section 8), the whole of such amount shall be deemed to be the profits
and gains of business or profession of that previous year and shall accordingly be chargeable 10 income
tax as the income of that previous year, as if the business had not cloaedhar case may be, the firm
had not been dissolved.

(6) Where any amount standing to the credit of the assessee in the special &moimtthe
’[Deposit Account]] is utilised by the assessee for the purposes of any expenditure in connection with
such business in accordance with the schéfoe the deposit scheme], such expenditure shall not be
all owed in computing the income chargeabl e under

(7) Where any amount, standing to the credit of theess=e in the special accodfar in the
’[Deposit Account]], which is released during any previous year by the National Banwhich is
withdrawn by the assessee from ffi2eposit Account]]Jfor being utilised by the assessee for the purposes
of such bsiness in accordance with the schéfoe the deposit scheme] is not so utilised, either wholly
or in part, within that previous year, the whole of such amount or, as the case may be, part thereof which
is not so utilised shall be deemed to be profits gaiths of business and accordingly chargeable to
incometax as the income of that previous year:

1. Subs. by Act 32 of 19914, S . 12, for Athe special acec
spei fied in thel¥®®shemeo (w.e. f. 1

2. Subs. by Act 32 of 2003, 20046, for fATea Deposit Accol
3. Subs. by s. 16hid., for subsection 4) (w.e.f. £4-2004).
4. Ins. by Act 32 of 1994, s. 12 (w.e.f411995).
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Providedthat this suksection shall not apply in a case where such amount is released during any
previous year at the closure of the account in circumstaspesified in clausesb), (c) and €) of
subsection B).

(8) Where any asset acquired in accordance with the scH{eméhe deposit scheme] is sold or
otherwise transferred in any previous year by the assessee to any person at any time beforg tie expir
eight years from the end of the previous year in which it was acquired, such part of the cost of such asset
as is relatable to the deduction allowed undersgdiion {) shall be deemed to be the profits and gains
of business or profession of the yiis year in which the asset is sold or otherwise transferred and shall
accordingly be chargeable to incota as the income of that previous year:

Providedthat nothing in this subection shall appfy

(i) where the asset is sold or otherwisansferred by the assessee to Government, a local
authority, a corporation established by or under a Central, State or Provincial Act or a Government
company as defined in section 617 of the Companies Act, 1956 (1 of 1956); or

(i) where the sale or trafies of the asset is made in connection with the succession of a firm by a
company in the business or profession carried on by the firm as a result of which the firm sells or
otherwise transfers to the company any asset and the scfeentiee deposit schesh continues to
apply to the company in the manner applicable to the firm.

Explanationd The provisions of clausd ) of the proviso shall apply only wheére

(i) all the properties of the firm relating to the business or profession immediately before the
succession become the properties of the company;

(ii) all the liabilities of the firm relating to the business or profession immediately before the
succession become the liabilities of the company ; and

(iii) all the shareholders of the company were partoérghe firm immediately before the
succession.

(9) The Central Government, if it considers necessary or expedient so to do, may, by notification in
the Official Gazette, direct that the deduction allowable under this section shall not be allowed lafter suc
date as may be specified therein.

Explanationd In this sectior§

’[(a) AiCof fee Boardo means the Coffee Board ¢
Act, 1942 (7 of 1942);

(aa) ANati onal Banko means t he Nati onal Bank
established under section 3 of the National Bank for Agriculture and Rural Development
Act, 1981 (61 of 1981);

(ab) ARubber Boar do me anused untleesudratidnii)eof secBom 4 ofd c o1
the Rubber Act, 1947 (24 of 1947);]

1. Ins. by Act 3Df 1994, s. 12 (w.e.f.-4-1995).
2. Subs. by Act 32 of 2003, s. 16, for clauge({v.e.f. :4-2004).
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(b i Tead Bmeaarnds t he Tea Board established un
(29 of 1953).]

[33ABA. Site Restoration Fundd (1) Where an assessee is carryingoosiness consisting of the
prospecting for, or extraction or production of, petroleum or natural gas or both in India and in relation to
which the Central Government has entered into an agreement with such assessee for such business, ha:
before the end dhe previous yeér

() deposited with the State Bank of India any amount or amounts in an account (hereafter in this
section referred to as the special account) maintained by the assessee with that Bank in accordance
with, and for the purposes specified a scheme (hereafter in this section referred to as the scheme)
approved in this behalf by the Government of India in the Ministry of Petroleum and Natural Gas; or

(b) deposited any amount in an account (hereafter in this section referred to as the Site
Restoration Account) opened by the assessee in accordance with, and for the purposes specified in, a
scheme framed by the Ministry referred to in clawge(liereafter in this section referred to as the
deposit scheme),

the assessee shall, subject tophavisions of this section, be allowed a deduction (such deduction being
allowed before the loss, if any, brought forward from earlier years is set off under sectiod 72) of

(i) a sum equal to the amount or the aggregate of the amounts so deposited; or

(ii) a sum equal to twentger cent.of the profits of such business (computed under the head
AProfits and gains of business or professiono

whichever is less:

Providedthat where such assessee is a firmgror association of persons or any body of individuals,
the deduction under this section shall not be allowed in the computation of the income of any partner or,
as the case may be, any member of such firm, association of persons or body of individuals:

Provided furtherthat where any deduction, in respect of any amount deposited in the special account,
or in the Site Restoration Account, has been allowed under thisestibn in any previous year, no
deduction shall be allowed in respect of such amouanynother previous year:

Provided alsdhat any amount credited in the special account or the Site Restoration Account by way
of interest shall be deemed to be a deposit.

(2) The deduction under stgection {) shall not be admissible unless the accouf®ioh business
of the assessee for the previous year relevant to the assessment year for which the deduction is claimed
have been audited by an accountant as defined iBxgplanationbelow subsection ) of section 288
and the assessee furnishes, alitg his return of income, the report of such audit in the prescribed form
duly signed and verified by such accountant:

Providedthat in a case where the assessee is required by or under any other law to get his accounts
audited, it shall be sufficient ogpliance with the provisions of this sgbction if such assessee gets the
accounts of such business audited under such law and furnishes the report of the audit as required under
such other law and a further report in the form prescribed under thisadidn.

(3 Any amount standing to the credit of the assessee in the special account or the Site Restoration
Account shall not be allowed to be withdrawn except for the purposes specified in the scheme or, as the
case may be, in the deposit scheme.

1. Ins. by Act 21 of 1998, s. 10 (w.e.f411999).
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(4) Notwithstanding anythingontained in susection 8), no deduction under stdection () shall
be allowed in respect of any amount utilised for the purch@se of

(&) any machinery or plant to be installed in any office premises or residential accommodation,
including any accommodation in the nature of a ghesse;

(b) any office appliances (not being computers);

(c) any machinery or plant, the whole of the actual cost of which is allowed as a deduction
(whether by way of depreciation or otherwise) in cotimguthe income chargeable under the head
AiProfits and gains of business or professiono

(d) any new machinery or plant to be installed in an industrial undertaking for the purposes of
business of construction, manufacture or patin of any article or thing specified in the list in the
Eleventh Schedule.

(5) Where any amount standing to the credit of the assessee in the special account or in the Site
Restoration Account is withdrawn on closure of the account during any prg@auby the assessee, the
amount so withdrawn from the account, as reduced by the amount, if any, payable to the Central
Government by way of profit or production share as provided in the agreement referred to in section 42,
shall be deemed to be the ptefand gains of business or profession of that previous year and shall
accordingly be chargeable to incotae as the income of that previous year.

Explanationd Where any amount is withdrawn on closure of the account in a previous year in which
the busines carried on by the assessee is no longer in existence, the provisions of-sestsurbshall
apply as if the business is in existence in that previous year.

(6) Where any amount standing to the credit of the assessee in the special account orten the Si
Restoration Account is utilised by the assessee for the purposes of any expenditure in connection with
such business in accordance with the scheme or the deposit scheme, such expenditure shall not be allowec
in computing the income chargeable undefthrea d A Profits and gains of bu

(7) Where any amount, standing to the credit of the assessee in the special account or in the Site
Restoration Account, which is released during any previous year by the State Bank of India or which is
withdrawn by the assessee from the Site Restoration Account for being utilised by the assessee for the
purposes of such business in accordance with the scheme or the deposit scheme is not so utilised, either
wholly or in part, within that previous year, théole of such amount or, as the case may be, part thereof
which is not so utilised shall be deemed to be profits and gains of business and accordingly chargeable to
incometax as the income of that previous year.

Ly * * * *

(8) Where any assedcquired in accordance with the scheme or the deposit scheme is sold or
otherwise transferred in any previous year by the assessee to any person at any time before the expiry of
eight years from the end of the previous year in which it was acquired, axatf fhe cost of such asset
as is relatable to the deduction allowed undersadiion {) shall be deemed to be the profits and gains
of business or profession of the previous year in which the asset is sold or otherwise transferred and shall
accordingy be chargeable to incontax as the income of that previous year:

1. The proviso omitted by Act 27 of 1999, s. 13 (w.e4-1999).
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Providedthatnothing in this suksection shall appfy

(i) where the asset is sold or otherwise transferred by the assessee to Government, a local
authority, a corporation established @wyunder a Central, State or Provincial Act or a Government
company as defined in section 617 of the Companies Act, 1956 (1 of 1956); or

(i) where the sale or transfer of the asset is made in connection with the succession of a firm by
a company in theusiness or profession carried on by the firm as a result of which the firm sells or
otherwise transfers to the company any asset and the scheme or the deposit scheme continues to apply
to the company in the manner applicable to the firm.

Explanationd The povisions of clausei( of the proviso shall apply only whére

(i) all the properties of the firm relating to the business or profession immediately before the
succession become the properties of the company;

(ii) all the liabilities of the firm relatingo the business or profession immediately before the
succession become the liabilities of the company; and

(iii) all the shareholders of the company were partners of the firm immediately before the
succession.

(9) The Central Government may, if it consislerecessary or expedient so to do, by notification in
the Official Gazette, direct that the deduction allowable under this section shall not be allowed after such
date as may be specified therein.

Explanationd For the purposes of this sectién,

@AaStkdarek of I ndiad means the State Bank of |
Act, 1955 (23 of 1955);

()t he expression fAamount standing to the <cred
Restoration Accouneddosiuchacdountsgs i nterest accru

[33AC. Reserves for shipping business (1) 9In the case of an assessee, being a Government
company or a public company formed and registered in India with the main object of carrying on the
business of operation of ships, there shall, in accordance with and subject to the provisions of this section
be allowed a deduction of an amount not exceedingditycentof profits derived from the business of
operation of ships (computed under the head d@dPr
making any deduction under this section), adeisited to the profit and loss account of the previous year
in respect of which the deduction is to be allowed and credited to a reserve account, to be utilised in the
manner laid down in subection )]

¥Providedthat where the aggregate of #@mounts carried to such reserve account from time to time
exceeds twice the aggregate of the amounts of theupadthare capital, the general reserves and amount
credited to the share premium account of the assessee, no allowance undersinisicuishll be made
in respect of such excess:]

“[Provided furthethat for five assessment years commencing on or after the 1st day of April, 2001
and ending before the 1st day of April, 2006, the provisions of thisettibn shall have effect as if for
thewods fian amount peodentekcpedingsdifthe words fian
profitsodo had been substituted: ]

1. Ins. by Act 36 of 1989, s. 5 (&f. 1:4-1990).

2. Subs. by Act 22 of 1995, s. 8, for certain words, brackets and figures (v4€l296).
3. Subs. by Act 20 of 2002, s. 15, for the first proviso (w.e4:2D03).

4. Ins. by Act 10 of 2000, s. 15 (w.e.f412001).
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IProvided alsdhat no deduction shall be allowed under this section for any assessment year
commencing on or after the 1stydaf April, 2005.]

(2) The amount credited to the reserve account undesesttinn {) shall be utilised by the assessee
before the expiry of a period of eight years next following the previous year in which the amount was
credited

(a) for acquiring a Bw ship for the purposes of the business of the assessee; and

(b) until the acquisition of a new ship, for the purposes of the business of the assessee other than
for distribution by way of dividends or profits or for remittance outside India as profitsr ahe
creation of any asset outside India.

(3) Where any amount credited to the reserve account undeestibn {),0

(@) has been utilised for any purpose other than that referred to in cluse dlause lf) of
subsection @), the amount so ilised; or

(b) has not been utilised for the purpose specified in claa)saf 6ubsection ), the amount not
so utilised; or

(c) has been utilised for the purpose of acquiring a new ship as specified in dawsfe (
subsection 2), but such ship is[sold or otherwise transferred, other than in any scheme of
demerger] by the assessee to any person at any time before the exXjhmeef/ears] from the end
of the previous year in which it was acquired, the amount so utilised in acquiring the ship,

shall be deemed to be the profits,
(i) in a case referred to in claus®, (in the year in which the amount was so utilised; or

(i) in a case referred to in claud®,(in the year immediately following the period of eight years
specified insubsection 2); or

(iii) in a case referred to in claus®, (n the year in which the sale or transfer took place,
and shall be charged to tax accordingly.

“[(4) Where the ship is sold or otherwise transferred (other than in any scheme of demerg&® after
expiry of the period specified in clausg 6f subsection 8) and the sale proceeds are not utilised for the
purpose of acquiring a new ship within a period of one year from the end of the previous year in which
such sale or transfer took placeso much of such sale proceeds which represent the amount credited to
the reserve account and utilised for the purposes mentioned in ctiusiestbsection 8)] shall be
deemed to be the profits of the assessment year immediately following the prewiouswkich the ship
is sold or transferred.]

Explanationd For the purposes of this sectién,

(@ Apublic companyo shall have the meaning a
Act, 1956 (1 of 1956);

1. Ins. by Act 23f 2004, s. 9 (w.e.f.-8-2005).

2. Subs. by Act 27 of 1999, S . 4-2Q000).f or fisold or other wis:
3. Subs. by Act 32 of 2083004).s. 17, for feight yearso (w.
4. Ins. by s. 17bid. (w.e.f. 24-2004).

5.Subs.byAct1®8f 2005, s. 9, for #42004.h sale proceedso (w.e.f. 1
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Y(ad) Gdvernment compady s hal | h ang assighdu €0 itnre secgtion 617 of the
Companies Act, 1956 (1 of 1956);]

Anew shipo shall h av e i df subseciom@) of mextiom3d2ABg as i

’[33B. Rehabilitation allowanced Where the business of any industrial undertakiagied on in
India is discontinued in any previous year by reason of extensive damage to, or destruction of, any
building, machinery, plant or furniture owned by the assessee and used for the purposes of such business
as a direct result &f

(i) flood, typhoon, hurricane, cyclone, earthquake or other convulsion of nature; or
(i) riot or civil disturbance; or
(iii) accidental fire or explosion; or

(iv) action by an enemy or action taken in combating an enemy (whether with or without a
declaration of war),

and, thereafter, at any time before the expiry of three years from the end of such previous year, the
business is restablished, reconstructed or revived by the assessee, he shall, in respect of the previous
year in which the business is seastablishd, reconstructed or revived, be allowed a deduction of a sum

by way of rehabilitation allowance equivalent to siggr cent.of the amount of the deduction allowable

to him under clauseii) of subsection {) of section 32in respect of the building, chanery, plant or
furniture so damaged or destroyed:

¥[Providedthat no deduction under this section shall be allowed in relation to the assessment year
commencing on the 1st day of April, 1985, or any subsequent assessment year.]

Explanationd In this sedt o n Ai ndustri al undertakingd mean
engaged in the business of generation or distribution of electricity or any other form of power or in the
construction of ships or in the manufacture or processing of goods or in mining.]

34. Conditions for depreciation allowance and development rebate * ook kX

(3) (a) The deduction referred to isection 33shall not be allowed unless an amount equal to
seventyfive per cent.of the development rebate to be actually allowed is dehitéde profit and loss
account of[any previous year in respect of which the deduction is to be allowed undsectidn g) of
that section or any earlier previous year (being a previous year not earlier than the year in which the ship
was acquired othe machinery or plant was installed or the ship, machinery or plant was first put to use)]
and credited to a reserve account to be utilised by the assessee during a period of eight years next
following for the purposes of the business of the undertakithgr thad

(i) for distribution by way of dividends or profits; or
(i) for remittance outside India as profits or for the creation of any asset outside India:

Providedthat this clause shall not apply where the assessee is a company, being awitbirsee
the meaning of the Electricity (Supply) Act, 1948 (54 of 1948), or where the ship has been acquired
or the machinery or plant has been installed before the 1st day of January, 1958:

®[Provided furthethat where a ship has been acquired after tiie @y of February, 1966, this
cl ause shall have effect in redpeetd,off heuwlrsh
been substituted.]

. Ins. by Act 18 of 1992, s. 12 (w.e.f411993).

. Ins. by Act 20 of 1967, s. 11 (w.e.f411967).

. Ins. by Act 21 of 1984, s. 5 (w.e.f411985).

. Subsections 1) and @) omitted by 4 of 1986, s. 6 (w.e.f.-4-1988).

Subs. by Act 12 of 1990, s.-41962). for #fAthe relevant pr e
. Ins. by Act 13 of 1966, s. 9 (w.e.f411966).

OO WNE
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1 * * * *

(b) If any ship, machinery or plant is sold or otherwise transferred by thesass®sany person at
any time before the expiry of eight years from the end of the previous year in which it was acquired or
installed, any allowance made under section 33or under the corresponding provisions of the Indian
Incometax Act, 1922 (11 of 1922)n respect of that ship, machinery or plant shall be deemed to have
been wrongly made for the purposes of this Act, and the provisions-sestibn §) of section 155shall
apply accordingly:

Providedthat this clause shall not apply

(i) where the slp has been acquired or the machinery or plant has been installed before the 1st
day of January, 1958; or

(i) where the ship, machinery or plant is sold or otherwise transferred by the assessee to the
Government, a local authority, a corporation estabtishy a Central, State or Provincial Act or a
Government company as defined in section 617 of the Companies Act, 1956 (1 of 1956); or

(iii) where the sale or transfer of the ship, machinery or plant is made in connection with the
amalgamation or successjarferred to in suisection 8) or subsection §) of section 33.

’[34A. Restriction on unabsorbed depreciation and unabsorbed investment allowance for
limited period in case of certain domestic companied (1) In computing the profits and gains of the
budness of a domestic company in relation to the previous year relevant to the assessment year
commencing on the 1st day of April, 1992, where effect is to be given to the unabsorbed depreciation
allowance or unabsorbed investment allowance or both inael&ti any previous year relevant to the
assessment year commencing on or before the 1st day of April, 1991, the deduction shall be restricted to
two-third of such allowance or allowances and the baldnce,

(@) where it relates to depreciation allowance,adeled to the depreciation allowance for the
previous year relevant to the assessment year commencing on the 1st day of April, 1993 and be
deemed to be part of that allowance or if there is no such allowance for that previous year, be deemed
to be the allownce for that previous year and so on for the succeeding previous years;

(b) where it relates to investment allowance, be carried forward to the assessment year
commencing on the 1st day of April, 1993 and the balance of the investment allowance, tiflany, s
outstanding shall be carried forward to the following assessment year and where the period of eight
years has expired before the portion of such balance is adjusted, the said period shall be extended
beyond eight years till such time the portion & #aid balance is absorbed in the profits and gains of
the business of the domestic company.

(2) For the assessment year commencing on the 1st day of April, 1992, the provisions of
subsection R) of section 32 and sedection 8) of section 32A&hall apply to the extent such provisions
are not inconsistent with the provisions of smdttion {) of this section.

(3) Nothing contained in subection {) shall apply where the amount of unabsorbed depreciation
allowance or of the unabsorbed investmaiidwance, as the case may be, or the aggregate amount of
such allowances in the case of a domestic company is less than one lakh rupees.

(4) Nothing contained irsections 234B and 234@all apply to any shortfall in the payment of any
tax due on the assa=l tax or, as the case may be, returned income where such shortfall is on account of
restricting the amount of depreciation allowance or investment allowance under this section and the
assessee has paid the amount of shortfall before furnishing the setncome under subection () of
section 139.]

1. TheExplanationomitted by Act 12 of 1990, s. 11 (w.e.f411962).
2. Ins. by At 18 0of 1992, s. 13 (w.e.f-4-:1992).
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![35. Expenditure on scientific researchd (1) In respect of expenditure on scientific research, the
following deductions shall be allowéd

(i) any expenditure (not being in the nature of capetgbenditure) laid out or expended on
scientific research related to the business.

[Explanationd Where any such expenditure has been laid out or expended before the
commencement of the business (not being expenditure laid out or expended before theoflst day
April, 1973) on payment of any salary [as definedExplanation 2 below subsection §) of
section 40A] to an employee engaged in such scientific research or on the purchase of materials used
in such scientific research, the aggregate of the expeaditulaid out or expended within the three
years immediately preceding the commencement of the business shall, to the extent it is certified by
the prescribed authorityto have been laid out or expended on such scientific research, be deemed to
have beendid out or expended in the previous year in which the business is commenced;]

(i) ¥[an amount equal t§one andone half times of any sum paid] to ¥research association]
which has as its object the undertaking of scientific research or to a uriveddlege or other
institution to be used for scientific research:

®[Providedthat such association, university, college or other institution for the purposes of this
clausé

(A) is for the time being approved, in accordance with the guidelines, imamaer and
subject to such conditions as may be prescribed; and

(B) such association, university, college or other institution is specified as such, by
notification in the Official Gazette, by the Central Government;]

[Provided furthethat where any sunis paid to such association, university, college or
other institution in a previous year relevant to the assessment year beginning on or after the 1st day of
April, 2021, the deduction under this clause shall be equal to the sum so paid;]

8(iia) *** any sum paid to a company to be used by it for scientific research:

Providedthat such compaidy

(A) is registered in India,

(B) has as its main object the scientific research and development,

(C) is, for the purposes of this clause, for time being approved by the prescribed authority
in the prescribed manner, and

(D) fulfils such other conditions as may be prescribed;]

. Restored by Act 3 of 1989, s. 95 (w.e:#-1989). Earlier omitted by Act 4 of 1988, s. 10 (w.e-f1-1989).

. Ins. by Act 26 of 1974, s. 5 (w.e.£411974).

Subs. by Act 27 ofddboo@200®.f. 1%, for fAany sum pa

Subs. by Act 28 of 2016, -462018)15 f or one and three foul
Subs. by Act 14 of 2010, S . A-2011).or scientific resear
. Subs. by Act 29 of 2006, s. 5, for the proviso (w.e4-2006).

. Ins. by Act 28 of 2016, s. 15 (we.f412018).

. Ins. by Act 18 of 2008, s. 7 (w.e.f412009).

T h e anvamount squafito one and doarthtimesod o mi tt ed by Act 2482018)f 2016, s.

OCoO~NOYUTDWNE
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Y(ii) [*** “lany sum paid] ta research association which has as its object the undertaking of
research in social science or statistical research or to a unijecsiiege or other institution to be used
for research in social science or statistical research:

*[Providedthat ][such association, university], college or other institution for the purposes of this
clausé

(A) is for the time being approved, in accordance with the guidelines, in the manner and subject
to such conditions as may be prescribed; and

(B) °[such associationyniversity], college or other institution is specified as such, by notification
in the Official Gazette, by the Central Government.]]

[Explanationd The deduction, to which the assessee is entitled in respect of any sum paid to a
¥research associationyiniversity, college or other institution to which claugi@ ¢r clause i{)
applies, shall not be denied merely on the ground that, subsequent to the payment of such sum by the
assessee, the approval granted to the association, university, colleger angittution referred to in
clause if) or clausei{i) has been withdrawn;]

(iv) in respect of any expenditure of a capital nature on scientific research related to the business
carried on by the assessee, such deduction as may be admissible undetigiosng of suksection B):

°[Providedthat the %[research association], university, college or other institution referred to in
clause if) or clausei{i) shall make an application in the prescribed form and manner t§[@entral
Government] fo the purpose of grant of approval, or continuance thereof, under
clauseif) or, as the case mée, clauseiif):

Provided furthethat the'9Central Government] may, before granting approval under clai)ser (
clause iji), call for such documents (including audited annual accounts) or information from the
¥research association], university, college or other institution as it thinks necessary in order to satisfy
itself about the genuineness of the activities of fheserch association], university, college or other
institution and that{Government] may also make such inquiries as it may deem necessary in this behalf:

Provided alsahat any *‘notification issued, by the Central Government under claiigeof
clawse fii), before the date on which the Taxation Laws (Amendment) Bill, 2006 receives the assent of
the President, shall, at any one time, have effect for such assessment year or years, not exceeding three
assessment years] (including an assessment yeaaocs commencing before the date on which such
notification is issued) as may be specified in the notification:]

1. Subs. by Act 49 of 1991, 82, for clauseiii) (w.e.f. £4-1992).

2 Subs. by Act 27 of 1999-200®.. 15, for fAany sum paido (w
3 The words fian amboottbquamesooboeomntdt edde20lg). Act 28 of
4. Subs. by Act 14 0f 2010,s 9, f or fiany sum p-&208l).t o a universityo (w.e.
5. Subs. by Act 29 of 2006, s. 5, for the proviso (w.e4-2006).

6. Subs. by Act 14 of 201604201%). 9, for Asuch universityo |
7. Ins. by Act 29 of 2006, s. 5 (w.e.£412006).

8.Subs. by Act 14 of 2010, S . 9, -4P0T). Ascientific research
9. Ins. by Act 3 of 1989, s. 8 (w.e.£4:1989).

10. Subs. by Act 27 of 1999, 49200015, for fAprescribed aut h
11. Subs. by Act 29 of 2006, s.f50r fiaut h 042006y 06 (w. e. f . 1

12. Subs. by s. 8bid. , for finotification issued by the Central Gove
ti me, have effect for such assessmentwefed20060.r year s, n
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IProvided als¢hatwhere an application under the first proviso is made on or after the date on which
the Taxation Laws (Amendment) Bill, 260eceives the assent of the President, every naotification under
clause i) or clauseiii) shall be issued or an order rejecting the application shall be passed within the
period of twelve months from the end of the month in which such application eegea by the Central
Government.]

(2) For the purposes of clauge)(of subsection {),0

’[(i) in a case where such capital expenditure is incurred before the 1st day of April, 1967,
onefifth of the capital expenditure incurred in any previous sl be deducted for that previous
year; and the balance of the expenditure shall be deducted in equal instalments for each of the four
immediately succeeding previous years;

(ia) in a case where such capital expenditure is incurred after the 31st Myabf, 1967, the
whole of such capital expenditure incurred in any previous year shall be deducted for that previous
year:]

¥[Providedthat no deduction shall be admissible under this clause in respect of any expenditure
incurred on the acquisition of arlgnd, whether the land is acquired as such or as part of any
property, after the 29th day of February, 1984.]

“[Explanation1].d Where any capital expenditure has been incurred before the commencement
of the business, the aggregate of the expenditure soréagcwithin the three years immediately

preceding the commencement of the business shall be deemed to have been incurred in the previous

year in which the business is commenced.
[Explanation2.d For the purposes of this claude,

@fl andodo i ntrestidlens;aadny i n

(b) the acquisition of any land shall be deemed to have been made by the assessee on the date

on which the instrument of transfer of such land to him has been registered under the Registration
Act, 1908 (16 of 1908), or where he haletia or retained the possession of such land or any part
thereof in part performance of a contract of the nature referred to in section 53A of the Transfer
of Property Act, 1882 (4 of 1882), the date on which he has so taken or retained possession of
such And or part;]

(i) notwithstanding anything contained in claugewhere an asset representing expenditure of a
capital naturefincurred before the 1st day of April, 1967], ceases to be used in a previous year for
scientific research related to the mess and the value of the asset at the time of the cessation,
together with the aggregate of deductions already allowed under clauda#s(short of the said
expenditure, theh

(a) there shall be allowed a deduction for that previous year of an amquakt ® such
deficiency, and

1. Ins. by Act 29 of 2006, s. 5 (w.e.£412006).

2. Subs. by Act 20 of 1967, s. 33 and the Third Schedule, for clduseq.f. :4-1968).
3. Ins. by Act 21 of 1984, s. 6 (w.e.f411984).

4. TheExplanationnumbered aExplanationl by s. 6,bid. (w.e.f. £4-1984).

5. Ins. by Act 20 of 1967, s. 33 and the Third Schedule (w-&f1968).
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(b) no deductionshall be allowed under that clause for that previous year or for any
subsequent previous year;

(i) if the asset mentioned in clausg {s sold, without having been used for other purposes, in
the year ofcessation, the sale price shall be taken to be the value of the asset at the time of the
cessation ; and if the asset is sold, without having been used for other purposes, in a previous year
subsequent to the year of cessation, and the sale price falloglime value of the asset taken into
account at the time of cessation, an amount equal to the deficiency shall be allowed as a deduction for
the previous year in which the sale took place;

(iv) where a deduction is allowed for any previous year under this section in respect of
expenditure represented wholly or partly by an asset, no deduction shall be allowetcleneke )
of subsection ()] of section 3Z[for the same or any otherevious year] in respect of that asset;

(v) [where the asset mentioned in clauisps(used] in the business after it ceases to be used for
scientific research related to that business, depreciation shall be admissiblé[ciadse {j) of
subsection ()] of section 32.

°[(2A) [Where, before the 1st day of March, 1984,the assessee pays any(bamy any sum paid
with a specific direction that the sum shall not be used for the acquisition of any land or building or
construction of any building)] to acientific research association or university or college or other
institution referred to in clauséi) of subsection ) ®or to a public sector company] to be used for
scientific research undertaken under a programme approved in this behalf bysitréb@deauthority
having regard to the social, economic and industrial needs of Indi&) then,

(a) there shall be allowed a deduction of a sum equal to one arttlicmh&imes the sum so paid;
and

(b) no deduction in respect of such sum shall be allowetkuclauseii() of subsection {) for
the same or any other assessment year.]

¥ Explanationd For the purposes of this ssbe c t i o n, Apublic sector com
meaning as in clause)(of the Explanationbelow subsection 2B) of section32A.]

[(2AA) Where the assessee pays any sum to a National Labot%ors “[University or an Indian
Institute of Technologyor a specified person] with a specific direction that the said sum shall be used for
scientific research undertaken under agpamme approved in this behalf by the prescribed authority,
therd

(a) there shall be allowed a deduction of a sum equi[éme and ondalf timeg the sum so
paid; and

1. Subs. by Act 46 oi}, (i)l By Gii,) and {v) ofdsBbsectioro() or fincldr autsaceos (A O

(w.ef. 1-4-1988).

. Subs. by Act 44 of 1980, s.-4I06¢2).for @Afor the same previ
. Subs. by Act 20 of 1967, s. 33 and t4He68)Third Schedul e,
. Subs. by Act 46 ©,fii)ahd(B 6fsubsection)2g (f wirlO88)c.| alises (

Ins. by Act 26 of 1974, s. 5 (w.e.f411974).

. Subs. by Act 21 of 1984, s. 6,410¥)r "AWhere the assessert
Ins. by Act 11 of 1983, s. 12 (w.e.f411984).

Ins. by Act 44 of 1980, s. 7 (w.e.-91980).

9. Ins. by Act 38 of 1993, s. 9 (w.e.f411994).

10. Ins. by Act 32 of 1994, s. 13 (w.e.f411995).

11. Subs. by Act 14 of 2001, s. 23, for-42003d).i versity or al
12. Subs. by Act tw@t8i mds @ &2@®8)e sf.. 165, for A

2
3
4
5.
6
7.
8.
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(b) no deductiorin respect of such sum shall be allowed under any other provision of this Act:

[Providedthat the prescribed authority shall, before granting approval, satisfy itself about the
feasibility of carrying out the scientific research and shall submitej®rt to theé[Principal Chief
Commissioner or Chief Commissionei gPrincipal Director General or Director General] in such form
as may be prescribed.]

“[Provided furthethat where any sum is paid to such National Laboratory or university or Indian
Institute of Technology or specified person in a previous year relevant to the assessment year beginning
on or after the 1st day of April, 2021, the deduction under thisssation shall be equal to the sum so
paid.]

°[Explanation1.d The deduction, to whitthe assessee is entitled in respect of any sum paid to a
National Laboratory, University, Indian Institute of Technology or a specified person for the approved
programme referred to in this ssbction, shall not be denied merely on the ground thatequbst to
the payment of such sum by the assessee, the approval graiited to,

(&) such Laboratory, or specified person has been withdrawn; or

(b) the programme, undertaken by the National Laboratory, University, Indian Institute of
Technology or specifiederson, has been withdrawn.]

*['[Explanation2].d For the purposes of this sectidn,

(@ AiNati onal Laboratoryd means a scientific |
the aegis of the Indian Council of Agricultural Research, the Ind@mcil of Medical Research, the
Council of Scientific and Industrial Research, the Defence Research and Development Organisation,
the Department of Electronics, the Department of-Bachnology or the Department of Atomic
Energy and which is approved ablational Laboratory by the prescribed authority in such manner as
may be prescribed;

AUni versityo shall lexplaratiottoclauseskp ohsectionédla ni ng as

(¢ ilndian I nstitute of Technol ogy @l sé&tit uthad
clause @) of section 3 of the Institutes of Technology Act, 1961 (59 of 1961);]

fldyispeci fied persond means such person as i s

°[(2AB) (1) Where a company[engaged in the business of 4e&chnolog or in *[any business of
manufacture or production of any article or thing, not being an article or thing specified in the list of the

1. Subs. by Act 33 of 1996, s. 12, for the provisos (w.€1f}-1996).

2. Ins. by Act 20 of 2015, s. 12 (w.e.f412016).

3 Subs. by Act 25 of @O0(1lwW-62088). 41 for #ADirector Gener al

4. Ins. by Act 28 of 2016, s. 15 (w.e.f412018).

5. TheExplanationinserted by Act 29 of 2006, s. 5 (w.e.f412006).

6. Subs. by Act 32 of 1994, s. 13, for theplanation(w.e.f. 1:4-1995).

7. TheExplanationrenumbered aBxplanation2 thereof by Act 29 of 2006, s. 5 (w.e.f412006).

8. Ins. by Act 14 of 2001, s. 23 (w.e.f412002).

9. Ins. by Act 26 of 1997, s. 5 (w.e.f411998).

10. Subs. by Act 14 of 2001, s.-422®). for fiengaged in the |

11.Subs. by Act 33 of 2009, S . 12, for fithe business of me
equi pment s, computers, telecommunication equipments, c
(w.e.f. 1:4-2010).

189



Eleventh Schedu]kincurs any expenditure on scientific research (not being expenditure in the nature of
cost of any lad or building) on iFhouse research and development facility as approved by the prescribed
authority, then, there shall be allowed a deductiojaoum equal té[one and ondalf timeg of the
expenditure] so incurred.

¥[Providedthat where suckxpenditure on scientific research (not being expenditure in the nature of
cost of any land or building) on-mouse research and development facility is incurred in a previous year
relevant to the assessment year beginning on or after the 1st day o28pii| the deduction under this
clause shall be equal to the expenditure so incurred.]

‘[Explanatond For the purposes of this clause, fexper
drugs and pharmaceuticals, shall include expenditure incurrednbcatidrug trial, obtaining approval
from any regulatory authority under any Central, State or Provincial Act and filing an application for a
patent under the Patents Act, 1970 (39 of 1970).]

(2) No deduction shall be allowed in respect of the expendit@etioned in clausel) under any
other provision of this Act.

(3) No company shall be entitled for deduction under claliserfless it enters into an agreement
with the prescribed authority for @peration in such research and development facility’ginfils such
conditions with regard to maintenance of accounts and audit thereof and furnishing of reports in such
manner as may be prescried

(4) The prescribed authority shall submit its report in relation to the approval of the said facility to
the®[Principal Chief Commissioner or Chief Commissiondr frincipal Director General or Director
General] in such form and within such time as may be prescribed.]

8x * * * *

9I(6) No deduction shall be allowed to a company approved wdetlause C) of clause ifa) of
subsection {) in respect of the expenditure referred to in clad¥evhich is incurred after the 31st day
of March, 2008.]

9(2B) (a) "[Where, before the 1st day of March, 1984, an assessee has incurred any expenditure
(not being in the nature of capital expenditure incurred on the acquisition of any land or building or
construction of any building) on scientific research undertaken under a programme approved in this

1 Subs. by Act 10 of 2000,f sur tlte,t ifmmes Aaf studBOOR)>umd n d iot wr
2 Subs. by Act twvdbBmeodf ( 04®618). s1 15 for A

3. Ins. by s. 15pid. (w.e.f. £4-2018).

4. Ins. by Act 14 of 2001s. 23 (w.e.f. 4-2002).

5 Subs. by Act 20 of 2015, s. 12, for -A20@46). audit of acc
6. Ins. by s. 12pid. (w.e.f. £4-2016).

7. Subs. by Act 25 of 201 4-5-2083). 4, for ADirector General o
8. Clause %) omitted by Act 28 of 2016, s. 15 (w.e.f412018).

9. Ins. by Act 18 of 2008, s. 7 (w.e.£412009).

10. Ins. by Act 44 of 1980, s. 7 (w.e.f911980).

11. Subs. by Act 21 of 1984, sexpenflot ud¥B(&. anfasdesse
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behalf by theprescribed authority having regardthe social, economic and industrial needs of India, he
shall, subject to the provisions of this ssdrtion, be allowed a deduction of a sum equal to one and
onefourth times the amount of the expenditure certified by the prescribed authority to haveobeen
incurred during the previous year.

(b) Where a deduction has been allowed under claalséo any previous year in respect of any
expenditure, no deduction in respect of such expenditure shall be allowed under claogse (
subsection () or clausdia) of subsection ) for the same or any other previous year.

(c) Where a deduction is allowed for any previous year under thissextton in respect of
expenditure represented wholly or partly by an asset, no deduction shall be allowed in rebpeetsset
under’[clause (i) of subsection ()] of section 3%or the same or any subsequent previous year.

(d) Any deduction made under this sséction in respect of any expenditure on scientific research in
excess of the expenditure actually incursbdll be deemed to have been wrongly made for the purposes
of this Act if the assessee fails to furnish within one year of the period allowed by the prescribed authority
for completion of the programme, a certificate of its completion obtained from ttradrigys and the
provisions of suksection BB) of section 15%hall apply accordingly.]

2[(3) If any question arises under this section as to whether, and if so, to what extent, any activity
constitutes or constituted, or any asset is or was beingfosegtientific research, the Board shall refer
the question ©®

(a) the Central Government, when such question relates to any activity under digueses (i)
of subsection (), and its decision shall be final;

(b) the prescribed authority, whemich question relates to any activity other than the activity
specified in clausea], whose decision shall be final.]

(4) The provisions of subection ) of section 32shall apply in relation to deductions allowable
under clauseiy) of subsection () asthey apply in relation to deductions allowable in respect of
depreciation.

3[(5) Where, in a scheme of amalgamation, the amalgamating company sells or otherwise transfers to
the amalgamated company (being an Indian company) any asset representing wepehditcapital
nature on scientific researéh,

(i) the amalgamating company shall not be allowed the deduction under dlaoselauseii)
of subsection 2); and

(i) the provisions of this section shall, as far as may be, apply to the amalgaoaieahy as
they would have applied to the amalgamating company if the latter had not so sold or otherwise
transferred the asset.]

1. Subs. by Act 46 o fi), (i),9i@&)6and (is) .of s@&ectionf{p ar unilec susector §A) ¢
(w.e.f. 1:4-1988).

2. Subs. by Act 27 of 1999, s. 15, for ssdrtion 8) (w.e.f. 24-2000).

3. Ins. by Act 20 of 1967, s. 13 (w.e.f-4-1967).
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Y[35A. Expenditure on acquisition of patent rights or copyrightsd (1) In respect of any
expenditure of a capital nature incurred after the 28th day of February’[b86®efore the 1st day of
April, 1998], on the acquisition of patent rights or copyrights (hereafter, in this section, referred to as
rights) used for theyrposes of the business, there shall, subject to and in accordance with the provisions
of this section, be allowed for each of the relevant previous years, a deduction equal to the appropriate
fraction of the amount of such expenditure.

Explanationd Forthe purposes of this sectién,

)Airel evant previous yearso means the fourtee
in which such expenditure is incurred or, where such expenditure is incurred before the
commencement of the business, the feemt previous years beginning with the previous year in
which the business commenced :

Providedthat where the rights commenced, that is to say, became effective, in any year prior to
the previous year in which expenditure on the acquisition thereof wasddcby the assessee, this
clause shall have effect with the substitution for the reference to fourteen years of a reference to
fourteen years less the number of complete years which, when the rights are acquired by the assessee,
have elapsed since thensmencement thereof, and if fourteen years have elapsed as aforesaid, of a
reference to one year;

(i)Aappropriate fractiond means the fraction t
of which is the number of the relevant previous years.

(2) Where the rights come to an end without being subsequently revived or where the whole or any
part of the rights is sold and the proceeds of the sale (so far as they consist of capital sums) are not less
than the cost of acquisition thereof remaining unalthbweo deduction under sigection L) shall be
allowed in respect of the previous year in which the rights come to an end or, as the case may be, the
whole or any part of the rights is sold or in respect of any subsequent previous year.

(3) Where the right either come to an end without being subsequently revived or are sold in their
entirety and the proceeds of the sale (so far as they consist of capital sums) are less than the cost of
acquisition thereof remaining unallowed, a deduction equal to sucheroaining unallowed or, as the
case may be, such cost remaining unallowed as reduced by the proceeds of the sale, shall be allowed in
respect of the previous year in which the rights come to an end, or, as the case may be, are sold.]

(4) Where the whole roany part of the rights is sold and the proceeds of the sale (so far as they
consist of capital sums) exceed the amount of the cost of acquisition thereof remaining unallowed, so
much of the excess as does not exceed the difference between the cosisafacqf the rights and the
amount of such cost remaining unallowed shall be chargeable to inamras income of the business of
the previous year in which the whole or any part of the rights is sold.

Explanationd Where the whole or any part of theghis is sold in a previous year in which the
business is no longer in existence, the provisions of thiseciion shall apply as if the business is in
existence in that previous year.

(5) Where a part of the rights is sold and-selstion 4) does not aply, the amount of the deduction
to be allowed under stdection () shall be arrived at ldy

(&) subtracting the proceeds of the sale (so far as they consist of capital sums) from the amount
of the cost of acquisition of the rights remaining unallowed; an

(b) dividing the remainder by the number of relevant previous years which have not expired at
the beginning of the previous year during which the rights are sold.]

1. Ins. by Act 13 of 1966, s. 10 (w.e.f411966).
2. Ins. by Act 21 of 1998, s. 12 (w.e.f411999).
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[(6) Where, in a schemef amalgamation, the amalgamating company sells or otherwise transfers
the rights to the amalgamated company (being an Indian comany),

(i) the provisions of subections §) and @) shall not apply in the case of the amalgamating
company; and

(ii) the provisions of this section shall, as far as may be, apply to the amalgamated company as
they would have applied to the amalgamating company if the latter had not so sold or otherwise
transferred the rights.]

2[(7) Where in a scheme of demerger, the deegmpmpany sells or otherwise transfers the rights to
the resulting company (being an Indian compdany),

(i) the provisions of sulections 8) and @) shall not apply in the case of the demerged
company; and

(ii) the provisions of this section shall, @ s may be, apply to the resulting company as they
would have applied to the demerged company, if the latter had not sold or otherwise transferred the
rights.]

335AB. Expenditure on knowhow.d (1) Subject to the provisions of ssection ), where the
assessee has pdjinh any previous year relevant to the assessment year commencing on or before the
1st day of April, 199Bany lump sum consideration for acquiring any krmw for use for the purposes
of his business, orgixth of the amount so paid shall be deducted in computing the profits and gains of
the business for that previous year, and the balance amount shaliumtedein equal instalments for
each of the five immediately succeeding previous years.

(2) Where the knowhow referred to in subection () is developed in a laboratory, university or
institution referred to in subection 2B) of section 32A, onhird of the said lump sum consideration
paid in the previous year by the assessee shall be deducted in computing the profits and gains of the
business for that year, and the balance amount shall be deducted in equal instalments for each of the two
immediately sicceeding previous years.

°[(3) Where there is a transfer of an undertaking under a scheme of amalgamation or demerger and
the amalgamating or the demerged company is entitled to a deduction under this section, then, the
amalgamated company or the resgtatompany, as the case may be, shall be entitled to claim deduction
under this section in respect of such undertaking to the same extent and in respect of the residual period as
it would have been allowable to the amalgamating company or the demergedcgoagpthe case may
be, had such amalgamation or demerger not taken place.]

Explanationd For t he pur poses -hoofwot hmesa nsse catniyo ni, n dfiuksntorw
technique likely to assist in the manufacture or processing of goods or in the wafrkimgine, oil well
or other sources of mineral deposits (including the searching for, discovery or testing of deposits or the
winning of access thereto).]

®[35ABA. Expenditure for obtaining right to use spectrum for telecommunication services. (1)
In regect of any expenditure, being in the nature of capital expenditure, incurred for acquiring any right
to use spectrum for telecommunication services either before the commencement of the business or
thereafter at any time during any previous year and faclwpayment has actually been made to obtain a
right to use spectrum, there shall, subject to and in accordance with the provisions of this section, be

. Ins. by Act 26 of 1967, s. 14 (w.e.f411967).

. Ins. by Act 27 of 1999, s. 16 (w.e.f412000).

. Ins. by Act 32 of 1985, s. 8 (w.e.f:4:1986).

Subs. by Act 21 of 1998, -41999)L2, for #Ain any previous
. Ins. by Act 27 of 1999, s. 17 (w.e.f412000).

. Ins. by Act 28 of 2016, s. 16 (w.e.£412017).

OO WNE
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allowed for eachof the relevant previous years, a deduction equal to the appropriate fraction of the
amount of such expenditure.

(2) The provisions contained in sskctions 2) to (8) of section 35 ABB shall apply as if for the
word Al i cenceo, the word fispectrumd had been sutk

(3) Where, in a previous year, any deduction has been claimedranted to the assessee under
subsection (), and, subsequently, there is failure to comply with any of the provisions of this section,
thenp

(a) the deduction shall be deemed to have been wrongly allowed;

(b) the Assessing Officer may, notwitlanding anything contained in this Act;aempute the
total income of the assessee for the said previous year and make the necessary rectification;

(c) the provisions ofection 154&hall, so far as may be, apply and the period of four years
specified insubsection ) of that section being reckoned from the end of the previous year in which
the failure to comply with the provisions of this section takes place.

Explanationd For the purposes of this sectidn,
i) Arel evant pré&vious yearso means,

(A) in acase where the spectrum fee is actually paid before the commencement of the business to
operate telecommunication services, the previous years beginning with the previous year in which
such business commenced;

(B) in any other case, the previous yearsito@gg with the previous year in which the spectrum
fee is actually paid,

and the subsequent previous year or years during which the spectrum, for which the fee is paid,
shall be in force;

(i) Aappropriate fractionodo mehRianae anditke dénondanatoriofo n ,
which is the total number of the relevant previous years;

(i) Apayment has actually been maded means t he
previous year in which the liability for the expenditure was firemi according to the method of
accounting regularly employed by the assessee or payable in such manner as may be prescribed.]

[35ABB. Expenditure for obtaining licence to operate telecommunication servicés.(1) In
respect of any expenditure, being lire nature of capital expenditure, incurfffdr acquiring any right to
operate telecommunication services either before the commencement of the business to operate
telecommunication services or thereafter at any time during any previous year] and fopaymicent
has actually been made to obtain a licence, there shall, subject to and in accordance with the provisions of
this section, be allowed for each of the relevant previous years, a deduction equal to the appropriate
fraction of the amount of such exqditure.

Explanationd For the purposes of this sectién,
() Airel evant previous yearso means,

(A) in a case where the licence fee is actually paid before the commencement of the business
to operate telecommunication services, the previous yesgggining with the previous year in
which such business commenced,;

(B) in any other case, the previous years beginning with the previous year in which the
licence fee is actually paid,

1. Ins. by Act 26 of 199%. 6 (w.e.f. 14-1996).
2. Subs. by Act 27 of 1999, s. 18, for #fAfor a4el®b)i ri ng an)
3. Subs. by s. 18, for clausg (w.e.f. £4-1996).
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and the subsequeptevious year or years during which the licence wWhich the fee is paid, shall be in
force;]

(i)happropriate fractionodo means the fraction t
of which is the total number of the relevant previous years;

(i) Apayment has act ualublypayheatohexpendidre brespeetieeros t h
the previous year in which the liability for the expenditure was incurred according to the method of
accounting regularly employed by the assessee.

(2) Where the licence is transferred and the proceeds of thsfergro far as they consist of capital
sums) are less than the expenditure incurred remaining unallowed, a deduction equal to such expenditure
remaining unallowed, as reduced by the proceeds of the transfer, shall be allowed in respect of the
previous yenin which the licence is transferred.

(3) Where the whole or any part of the licence is transferred and the proceeds of the transfer (so far as
they consist of capital sums) exceed the amount of the expenditure incurred remaining unallowed, so
much of theexcess as does not exceed the difference between the expenditure incurred to obtain the
licence and the amount of such expenditure remaining unallowed shall be chargeable tetdrcasne
profits and gains of the business in the previous year in whidlcéimee has been transferred.

Explanationd Where the licence is transferred in a previous year in which the business is no longer
in existence, the provisions of this sséction shall apply as if the business is in existence in that previous
year.

(4) Where the whole or any part of the licence is transferred and the proceeds of the transfer (so far as
they consist of capital sums) are not less than the amount of expenditure incurred remaining unallowed,
no deduction for such expenditure shall be allowadku suksection () in respect of the previous year in
which the licence is transferred or in respect of any subsequent previous year or years.

(5) Where a part of the licence is transferred in a previous year argstitin 8) does not apply, the
dedution to be allowed under stfection {) for expenditure incurred remaining unallowed shall be
arrived at by

(@) subtracting the proceeds of transfer (so far as they consist of capital sums) from the
expenditure remaining unallowed; and

(b) dividing theremainder by the number of relevant previous years which have not expired at
the beginning of the previous year during which the licence is transferred.

(6) Where, in a scheme of amalgamation, the amalgamating company sells or otherwise transfers the
licence to the amalgamated company (being an Indian company),

(i) the provisions of sulections 2), (3) and @) shall not apply in the case of the amalgamating
company; and

(i) the provisions of this section shall, as far as may be, apply to the amedarnapany as
they would have applied to the amalgamating company if the latter had not transferred the licence.]

(7) Where, in a scheme of demerger, the demerged company sells or otherwise transfers the licence
to the resulting company (being an Ind@mpany)y

(i) the provisions of subections 2), (3) and @) shall not apply in the case of the demerged
company; and

(ii) the provisions of this section shall, as far as may be, apply to the resulting company as they
would have applied to trdemerged company if the latter had not transferred the licence.]

1. Ins. by Act 27 of 1999, s. 18 (w.e.f412000).
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[(8) Where a deductiofor any previous year under ssbction {) is claimed and allowed in respect
of any expenditure referred to in that ssdxtion, no deduction shall be allowed unsigssection () of
section 3Zor the same previous year or any subsequent previous year.]

’[35AC. Expenditure on eligible projects or schemed. (1) Where an assessee incurs any
expenditure by way of payment of any sum to a public sector company or aalbality or to an
association or institution approveg the National Committee for carrying out any eligible project or
scheme, the assessee shall, subject to the provisions of this section, be allowed a deduction of the amount
of such expenditure incted during the previous year :

Providedthat a company may, for claiming the deduction under thisseation, incur expenditure
either by way of payment of any sum as aforesaid or directly on the eligible project or scheme.

(2) The deduction under stgedion (1) shall not be allowed unless the assessee furnishes along with
his return of income a certificaie

(&) where the payment is to a public sector company or a local authority or an association or
institution referred to in subection L), from suchpublic sector company or local authority or, as the
case may be, association or institution;

(b) in any other case, from an accountant, as defined iBxpnationbelow subsection @) of
section 288

in such form, manner and containing such partisu{encluding particulars relating to the progress in
the work relating to the eligible project or scheme during the previous year) as may be prescribed.

3 Explanationd The deduction, to which the assessee is entitled in respect of any sum paid to a
public sector company or a local authority or to an association or institution for carrying out the eligible
project or scheme referred to in this section applies, shall not be denied merely on the ground that
subsequent to the payment of such sum by the asgesse

(a) the approval granted to such association or institution has been withdrawn; or

(b) the natification notifying the eligible project or scheme carried out by the public sector
company or local authority or association or institution has been aitimdy

(3) Where a deduction under this section is claimed and allowed for any assessment year in respect of
any expenditure referred to in sabction (), deduction shall not be allowed in respect of such
expenditure under any other provision of this fsctthe same or any other assessment year.

“[(4) Where an association or institution is approved by the National Committee under
subsection (), and subsequenty

(i) that Committee is satisfied that the project or the scheme is ingt ¢@ried on in accordance
with all or any of the conditions subject to which approval was granted; or

(i) such association or institution, to which approval has been granted, has not furnished to the
National Committee, after the end of each finangér, a report in such form and setting forth such
particulars and within such time as may be prescribed

the National Committee may, at any time, after giving a reasonable opportunity of showing cause against
the proposed withdrawal to the concerned a@a$ioa or institution, withdraw the approval:

Providedthat a copy of the order withdrawing the approval shall be forwarded by the National
Committee to the Assessing Officer having jurisdiction over the concerned association or institution.

1. Ins. by Act 27 of 1999, s. 18 (w.e.f411996).

2. Ins. by Act 49 of 1991, s. 13 (w.e.f411992).

3. Ins. by Act 29 of 2006, s. 6 (w.e.£412006).

4. Subs by Act 23 of 2004, s. 10 for ssxtion 4) (w.e.f. 210-2004).
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(5) Where anyprojector scheme has been notified as an eligible project or scheme under lojaafse (
the Explanationand subsequently

(i) the National Committee is satisfied that the project or the scheme is not being carried on in
accordance with all or any of tlbenditions subject to which such project or scheme was notified; or

(i) a report in respect of such eligible project or scheme has not been furnished after the end of
each financial year, in such form and setting forth such particulars and withinirsechst may be
prescribed

such notification may be withdrawn in the same manner in which it was issued:

Providedthat a reasonable opportunity of showing cause against the proposed withdrivae sh
given by the National Committee to the concerned association, institution, public sector company or local
authority, as the case may be:

Provided furthethat a copy of the notification by which the notification of the eligible project or
scheme isvithdrawn shall be forwarded to the Assessing Officer having jurisdiction over the concerned
association, institution, public sector company or local authority, as the case may be, carrying on such
eligible project or scheme.]

![(6) Notwithstanding anythij contained in any other provision of this Act, widere

(i) the approval of the National Committee, granted to an association or institution, is withdrawn
under subsection 4) or the notification in respect of eligible project or scheme is withdrawhein
case of a public sector company or local authority or an association or institution under
subsection §); or

(i) a company has claimed deduction under the proviso tesesttibn {) in respect of any
expenditure incurred directlynothe eligible project or scheme and the approval for such project or
scheme is withdrawn by the National Committee undeissation b),

the total amount of the payment received by the public sector company or the local authority or the
association or h institution, as the case may be, in respect of which such company or authority or
association or institution has furnished a certificate referred to in clays# éubsection @) or the
deduction claimed by a company under the proviso tessgtion 1) shall be deemed to be the income of

such company or authority or association or institution, as the case may be, for the previous year in which
such approval or notification is withdrawn and tax shall be charged on such income at the maximum
marginal r&e in force for that year.]

’[(7) No deduction under this section shall be allowed in respect of any assessment year commencing
on or after the 1st day of April, 2018.]

Explanationd For the purposes of this sectién,

(@ ANati onal Co mmi t miee constiided bysthe tChnral Gwemment, from
amongst persons of eminence in public life, in accordance with the rules made under this Act;

() el i gi bl e project or schemed means such pr
economic welfare gfor the uplift of, the public as the Central Government may, by notification in the
Official Gazette, specify in this behalf on the recommendations of the National Committee.]

335AD. Deduction in respect of expenditure on specified busineds.(1) An assesee shall be
allowed a deduction in respect of the whole of any expenditure of capital nature incurred, wholly and
exclusively, for the purposes of any specified business carried on by him during the previous year in
which such expenditure is incurred tiyn:

1. Ins. by Act 20 02002, s. 16 (w.e.f.-8-2003).
2. Ins. by Act 28 of 2016, s. 17 (w.e.f412017).
3. Ins. by Act 33 of 2009, s. 13 (w.e.f412010).
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Providedthat theexpenditure incurred, wholly and exclusively, for the purposes of any specified
business, shall be allowed as deduction during the previous year in which he commences operations of his
specified business,af

(a) the expenditure igcurred prior to the commencement of its operations; and

(b) the amount is capitalised in the books of account of the assessee on the date of
commencement of its operations.]

1% * * * *

(2) This section applies to the specified businggsch fulfils all the following conditions,
namelyd

(i) itis not set up by splitting up, or the reconstruction, of a business already in existence;

(ii) itis not set up by the transfer to the specified business of machinery or plant pyeusresl
for any purpose;

(i) where the business is of the nature referred to inckwse i) of clause ¢) of
subsection 8), such business,

(@) is owned by a company formed and registered in India under the Companies
Act, 1956 (1 of 1956) or by a consortium of such companies or by an authority or a board or a
corporation established or constituted under any Central or State Act;

(b) has been approved by the Petroleum and Natural Gas Regulatory @&sablished
under subksection () of section 3 of the Petroleum and Natural Gas Regulatory Board
Act, 2006 (19 of 2006) and notified by the Central Government in the Official Gazette in this
behalf;

(c) has made not less thdsuch propoibn of its total pipeline capacity as specified by
regulations made by the Petroleum and Natural Gas Regulatory Board established under sub
section 1) of section 3 of the Petroleum and Natural Gas Regulatory Board Act, 2006 (19 of
2006)] available for usen common carrier basis by any person other than the assessee or an
associated person; and

(d) fulfils any other condition as may be prescribed.

¥[(iv) where the business is of the nature referred to inckulse Xiv) of clause € of
subsection 8), such business,

(A) is owned by a company registered in India or by a consortium of such companies or by an
authority or a board or corporation or any other body established or constituted under any Central
or State Act;

(B) entity refered to in sukclause A) has entered into an agreement with the Central
Government or a State Government or a local authority or any other statutory body for
developing or operating and maintaining or developing, operating and maintaining, a new
infrastrucure facility.]

“[(3) Where a deduction under this section is claimed and allowed in respect of the specified business
for any assessment year, no deduction shall be allowed under the provisidiseation 10AAand]

1. Subsection LA) Omitted by Act 28 of 2016, s. 18 (w.e-412018).

2. Subs. by Act 14 of 2010, s. 10, forthewaids #t &ni r d of i ts tot al42pl0)pel i ne capacit
3. Ins. by Act 28 of 2016, s. 18 (w.e.f412018).

4. Subs. by Act 14 of 2010, s. ¥0r subsection 8) (w.e.f. £4-2011).

5. Ins. by Act 25 of 2014, s. 12 (w.e.f412015).
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Chapter VA under the headiigCOd Deducti ons i n r es pie xktonotd suadher t a
specified business for the same or any other assessment year.]

(4) No deduction in respect of the expenditure referred to irseation () shall be allowed to the
assessee under any othectson in any previous year or under this section in any other previous year.

(5) The provisions of this section shall apply to the specified business referred tesiectiobn ) if
it commences its operatiods,

(&) on or after the 1st day of April, 2007, where the specified business is in the nature of laying
and operating a crogountry natural gas pipeline network for distribution, including storage facilities
being an integral part of such netwotke*

’[(ad) on or after the 1st day of April, 2010, where the specified business is in the nature of
building and operating a new hotel of tstar or above category as classified by the Central
Government;

(ab) on or after the 1st day of April, 2010, where the Hjmet business is in the nature of
building and operating a new hospital with at least one hundred beds for patients;

(ac) on or after the 1st day of April, 2010, where the specified business is in the nature of
developing and building a housing projecdana scheme for slum redevelopment or rehabilitation
framed by the Central Government or a State Government, as the case may be, and which is notified
by the Board in this behalf in accordance with the guidelines as may be presétitjed:;

“[(ad) on or dter the 1st day of April, 2011, where the specified business is in the nature of
developing and building a housing project under a scheme for affordable housing framed by the
Central Government or a State Government, as the case may be, and notifiedBlowrtth in this
behalf in accordance with the guidelines as may be prescribed,;

(ae) on or after the 1st day of April, 2011, in a new plant or in a newly installed capacity in an
existing plant for production of fertilizet***]

®@af) on or after the 1stay of April, 2012, where the specified business is in the nature of setting
up and operating an inland container depot or a container freight station notified or approved under
the Customs Act, 1962 (52 of 1962);

(ag) on or after the 1st day of April, 201@&here the specified business is in the nature of bee
keeping and production of honey and beeswax;

(ah) on or after the 1st day of April, 2012, where the specified business is in the nature of setting
up and operating a warehousing facility for storagsugfar;**+]

#(ai) on or after the 1st day of April, 2014, where the specified business is in the nature of laying
and operating a slurry pipeline for the transportation of iron ore;

(aj) on or after the 1st day of April, 2014, where the specified basiis in the nature of setting
up and operating a semobnductor wafer fabrication manufacturing unit, and which is notified by the
Board in accordance with such guidelines as may be prescitell:

The dwo rodmiftatned by Act -420119.f 2010, s. 10 (w.e.f. 1

. Ins. by s. 10bid. (w.e.f. £4-2011).

The word fiando omitt ed20lB)y Act 8 of 2011, s. 6 (w.e.f.
. Ins. by s. 6ipid. (w.e.f. £4-2012).

The word fiando o md(wvefeld-2083). Act 23 of 2012, s

. Ins. by s. 9ipid. (w.e.f. £4-2013).

The word fAandodo omitt ed4201p). Act 25 of 2014, s. 12 (w.e.:
. Ins. by s. 12pid. (w.e.f. £4-2015).

The word fAandodo omitt ed42018). Act 28 of 2016, s. 18 (w.e.:

OCoO~NOOUTWNE

199



Y(aK) on or afterthe 1st day of April, 2017, where the specified business is in the nature of
developing or operating and maintaining or developing, operating and maintaining, any infrastructure
facility; and|]

(b) on or after the 1st day of April, 2009, in all other saret falling undef[any of the above
clauses.]

(6) The assessee carrying on the business of the nature referred to ina)la@iseal§section b) shall
be allowed, in addition to deduction under seégtion {), a further deduction in the previous year
relevant to the assessment year beginning on the 1st day of April, 2010, of an amount in respect of
expenditure of capital nature incurred during any earlier previous y@&ar, if

(a) the business referred to in clause ¢f subsection §) has commencedsi operation at any
time during the period beginning on or after the 1st day of April, 2007 and ending on the 31st day of
March, 2009; and

(b) no deduction for such amount has been allowed or is allowable to the assessee in any earlier
previous year.

3(6A) Where the assessee builds a hotel of-sten or above category as classified by the Central
Government and subsequently, while continuing to own the hotel, transfers the operation thereof to
another person, the assessee shall be deemed to be carryhmg specified business referred to in-sub
clause i) of clause €) of subsection 8).]

(7) The provisions contained in sglkction 6) of section 80Aand the provisions of stdections )
and (0) of section 8aA shall, so far as may be, applyttos section in respect of goods or services or
assets held for the purposes of the specified business.

“[(7A) Any asset in respect of which a deduction is claimed and allowed under this section shall be
used only for the specified business, for a perioeight years beginning with the previous year in which
such asset is acquired or constructed.

(7B) Where any asset, in respect of which a deduction is claimed and allowed under this section, is
used for a purpose other than the specified business dinéngetriod specified in stdection TA),
otherwise than by way of a mode referred to in clausedf section 28, the total amount of deduction so
claimed and allowed in one or more previous years, as reduced by the amount of depreciation allowable
in accordance with the provisions of section 32, as if no deduction under this section was allowed, shall
be deemed to be the income of the assessee char
professiond of the prisssgusedus year in which the as

(7C) Nothing contained in subection {B) shall apply to a company which has become a sick
industrial company under sigection {) of section 17 of the Sick Industrial Companies (Special
Provisions) Act, 1985 (1 of 1986), during the periodcsfied in subsection TA).]

(8) For the purposes of this sectién,

(@ anfifiassociated persono, in réelation to the a

(i) who participates, directly or indirectly, or through one or more intermediaries in the
management or contror capital of the assessee;

1. Ins by Act 28 of 2016, s. 18 (w.e.f:4:2018).

2. Subs. by Act 2 3 a)pclausedd) iciausedb) and Blgusea@® © { wd-2018 e (
3. Ins. by s. 9ibid. (w.e.f. £4-2011).

4. Ins. by Act 25 of 2014, s. 12 (w.€1f4-2015).
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(i) who holds directly or indirectly, shares carrying not less than twsityper cent of the
voting power in the capital of the assessee;

(i) who appoints more than half of the Board of directors or members of thengyve
board, or one or more executive directors or executive members of the governing board of the
assessee; or

(iv) who guarantees not less than ten per cent of the total borrowings of the assessee;

() Aicold chain facilit yforstonaeaor fFansportatitnaof agricuitural f a ¢

and forest produce, meat and meat products, poultry, marine and dairy products, products of
horticulture, floriculture and apiculture and processed food items under scientifically controlled
conditions includig refrigeration and other facilities necessary for the preservation of such produce;

ey Ainfrastrucdure facilityo means
(i) aroad including toll road, a bridge or a rail system;

(i) a highway project including housing or other activities beingnéegral part of the
highway project;

(i) a water supply project, water treatment system, irrigation project, sanitation and
sewerage system or solid waste management system;

(iv) a port, airport, inland waterway, inland port or navigational chanrtbe sea;]
(cocispecified businessoOdO means any ode or more

(i) setting up and operating a cold chain facility;

(i) setting up and operating a warehousing facility for storage of agricultural produce;

(iif) laying and operating a cros®untry natural gas or crude or petroleum oil pipeline
network for distribution, including storage facilities being an integral part of such network;

’[(iv) building and operating, anywhere in India][laotel] of two-star or aboveategory as
classified by the Central Government;

(v) building and operating, anywhere in Indid[zospital] with at least one hundred beds for
patients;

(vi) developing and building a housing project under a scheme for slum redevelopment or
rehabilitaton framed by the Central Government or a State Government, as the case may be, and
notified by the Board in this behalf in accordance with the guidelines as may be prescribed;

1. Ins. by Act 28 of 2016, s. 18 (w.e.f412018).
2. Ins. by Act 14 of 2010, s. 10 (w.e.f412011).

Subs. by Act 8 of 2042011).s. 6, for fAnew hotelodo (w.e.f.

4.Subs.bys.6bid. , for finew -HPO&pi tal o (w.e.f. 1
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[(vii) developingand building a housing project under a scheme for affordablsing
framed by the Central Government or a State Government, as the case may be, and notified by the
Board in this behalf in accordance with the guidelines as may be prescribed,;

(viii) production of fertilizer in India;]

’[(ix) setting up and operatiran inland container depot or a container freight station notified
or approved under the Customs Act, 1962 (52 of 1962);

(X) beekeeping and production of honey and beeswax;
(xi) setting up and operating a warehousing facility for storage of sugar;]
3 (xii) laying and operating a slurry pipeline for the transportation of iron ore;

(xiii) setting up and operating a secoinductor wafer fabrication manufacturing unit notified
by the Board in accordance with such guidelines as may be prescribed;]

“[(xiv) developing or maintaining and operating or developing, maintaining and operating a
new infrastructure facility;]

(d) any machinery or plant which was used outside India by any person other than the assessee
shall not be regarded as machinery or plant presly used for any purposegif

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

(i) such machinery or plant is imported into India from any country outside India; and

(iii) nodeduction on account of depreciation in respect of such machinery or plant has been
allowed or is allowable under the provisions of this Act in computing the total income of any
person for any period prior to the date of installation of the machinenaot lpy the assessee;

(e) where in the case of a specified business, any machinery or plant or any part thereof
previously used for any purpose is transferred to the specified business and the total value of the
machinery or plant or part so transferreceslmot exceed twenty per cent of the total value of the
machinery or plant used in such business, then, for the purposes of dlaagsubsection ), the
condition specified therein shall be deemed to have been complied with;

() any expenditure ofapital nature shall not includfgany expenditure in respect of which the
payment or aggregate of payments made to a person in a day, otherwise than by an account payee
cheque drawn on a bank or an account payee bank draft or use of electronic cleinghsgsigh a
bank account, exceeds ten thousand rupeesgrgéxpenditure incurred on the acquisition of any land
or goodwill or financial instrument.]

1. Ins. byAct 8 of 2011, s. 6 (w.e.f.-4-2012).
2. Ins. by Act 23 of 2012, s. 9 (w.e.f412013).
3. Ins. by Act 25 of 2014, s. 12 (w.e.f412015).
4. Ins. by Act 28 of 2016, s. 18 (w.e.f412018).
5. Ins. by Act 7 of 2017, s. 13 (w.e.f412018).
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35B. [Export markets development allowancdd Omitted by the Direct Tax Laws (Amendment)
Act, 1987 (4of 1988),s. 10as amended by A8tof 1989,s. 95 (w.e.f1-4-1989).Earlier inserted by Act
190f1968,s. 5 (w.e.f 1-4-1968).

35C. [Agricultural development allowance]d Omitted by s. 10, ibidw.e.f.1-4-1988)as amended
by s 95,ibid. (w.e.f1-4-1989).Earlier inserted s5, ibid. (w.e.f 1-4-1968).

35CC. [Rural development allowanceld Omitted by s. 10, ibid. (w.e.f-41988)as amended by
S. 95,ibid. (w.e.f1-4-1989).Earlier inserted s5,ibid. (w.e.f 1-4-1968).

[35CCA.Expenditure byway of payment to associations and institutions for carrying out rural
development programmes ’[(1) Where an assessee incurs any expenditure by way of payment of any
sund

(a) to an association or institution, which has as its object the undertakamny gdfrogramme of
rural development, to be used for carrying out any programme of rural development approved by the
prescribed authority; or

(b) to an association or institution, which has as its object the training of persons for
implementing programmed tural developmentjor]

“I(c) to a rural development fund set up and notified by the Central Government ifbéfhialf;
or]

°(d) to the National Urban Poverty Eradication Fund set up and notified by the Central
Government in this behalf,]

the assesseshall, subject to the provisions of ssdrtion ), be allowed a deduction of the amount of
such expenditure incurred during the previous year.]

’[(2) The deduction under clausa) Ef subsection ) shall not be allowed in respect of expenditure
by way of payment of any sum to any association or institution referred to in the said clause unless the
assessee furnishes a certificate from such association or institution to the effect that

(@) the programme of rural development had been approved hyréseribed authority before
the 1st day of March, 1983; and

(b) where such payment is made after the 28th day of February, 1983, such programme involves
work by way of construction of any building or other structure (whether for use as a dispensary,
schal, training or welfare centre, workshop or for any other purpose) or the laying of any road or the
construction or boring of a well or tulveell or the installation of any plant or machinery, and such
work has commenced before the 1st day of March, 1983.]

(2A) The deduction under clauds) ©f subsection () shall not be allowed in respect of expenditure
by way of payment of any sum to any association or institution unless the assessee furnishes a certificate
from such association or institution to théeef thad

(a) the prescribed authority had approved the association or institution before the 1st day of
March, 1983; and

1. Restord by Act 3 of 1989, s. 95 (w.e.f-41989). Earlier omitted by Act 4 of 1988, s. 10 (w.e4-1988). Original
s. 35CCAins. by Act 19 of 1978, s. 7 (w.e46-11978).

. Subs. by Act 21 of 1979, s. 5, for ssérction 1) (w.e.f. 26-1979).

. Ins.by Act 11 of 1983, s. 16 (w.e.f-4-1983).

. Ins. by s. 16hid. (w.e.f. £4-1983).

Subs. by Act 22 of -49%p, s. 9, for dAbehalfo (w.e.f. 1
. Ins. by s. 9ipid. (w.e.f. £4-1996).

. Subs. by Act 11 of 1983, s. 16 for ssdxtion ), (2A) and @B) (w.e.f. 14-1983).

~NOoO o~ owWwN
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(b) the training of persondor implementing any programme of rural development had been
started by the association or instituticefdre the 1st day of March, 1983.]

[Explanationd The deduction, to which the assessee is entitled in respect of any sum paid to an
association or institution for carrying out the programme of rural development referred to in sub
section (), shall not bedenied merely on the ground that subsequent to the payment of such sum by
the assessee, the approval granted to such programme of rural development, or as the case may be, tc
the association or institution has been withdrawn.]

(2B) No certificate of the nare referred to in subection @) or subsection A) shall be issued by
any association or institution unless such association or institution has obtained from the prescribed
authority authorisation in writing to issue certificates of such nature.]

Explanationd For t he purposes of this section, fiprog
meaning assigned to it in theplanationto subsection () of section 35CC

(3) Where a deduction under this section is claimed and allowed for any assessmignteggsact of
any expenditure referred to in sabction (), deduction shall not be allowed in respect of such
expenditure under section 3®8Csection 35Cr section 80&r any other provision of this Act for the
same or any other assessment year.]

’[35CCB. Expenditure by way of payment to associations and institutions for carrying out
programmes of conservation of natural resource8. ’[(1) {Where an assessee incurs any expenditure
on or before the 31st day of March, 2002] by way of payment of an§ sum

(@) to an association or institution, which has as its object the undertaking of any programme of
conservation of natural resources or of afforestation, to be used for carrying out any programme of
conservation of natural resources or afforestation apprby the prescribed authority; or

(b) to such fund for afforestation as may be notified by the Central Government,

the assessee shall, subject to the provisions efaction ), be allowed a deduction of the amount of
such expenditure incurred durittge previous year.]

(2) The deduction unde?clause &) of] subsection {) shall not be allowed with respect to
expenditure by way of payment of any sum to any association or institution, unless such association or
institution is for the time being appred in this behalf by the prescribed authority:

Providedthat the prescribed authority shall not grant such approval for more than three years at a
time.

(3) Where a deduction under this section is claimed and allowed for any assessment year in respect of
any expenditure referred to in saéction (), deduction shall not be allowed in respect of such
expenditure under any other provision of this Act for the same or any other assessment year.]

®[35CCC. Expenditure on agricultural extension projectd (1) Where an assessee incurs any
expenditure on agricultural extension project notified by the Board in this behalf in accordance with
theguidelines as may be prescribed, then, there shall be allowed a deduction of a sum equal to one and
onehalf times of such»genditure.

1. Ins. by Act 29 of 2006, s. 7 (w.e.£412006).
2. Restored by Act 3 of 1989, s. 95 earlier omitted by Act 4 of 1988, s.10 (w4e1989). Original s. 35CCB was inserted
by Act 14 of 1982, s. 9 (w.e.f-6-1982).
3. Subshy Act 12 of 1990, s. 12, for stdgection 1) (w.e.f. 24-1991).
4. Subs. by Act 20 of 2002, s. 17, f o4&208Where an assesse:
5. Ins. by Act 12 of 1990, s. 12 (w.e.f411991).
6. Ins. by Act 23 of 2012, s. 10 (wfel-4-2013).
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IProvidedthat forthe assessment year beginning on or after the 1st day of April, 2021, the provisions
ofthissubs ect i on shall have effect as i-fialffortitmes wof
words fia sum eupstiuted]t o0 had been s

(2) Where a deduction under this section is claimed and allowed for any assessment year in respect of
any expenditure referred to in sabction (), deduction shall not be allowed in respect of such
expenditure under any other provisiongho$ Act for the same or any other assessment year.]

’[35CCD. Expenditure on skill development project® (1) Where a company incurs any
expenditure (not being expenditure in the nature of cost of any land or building) on any skill development
project notifed by the Board in this behalf in accordance with the guidelines as may be prescribed, then,
there shall be allowed a deduction of a sum equal to one arthtirienes of such expenditure.]

¥Providedthat for the assessment year beginning on or aféetshday of April, 2021, the provisions
ofthissubs ect i on shall have effect, as i f-hdlofr ttihme swc
the words fia sum equal tod0 had been substituted.

(2) Where a deduction under this section is claimed dodiadl for any assessment year in respect of
any expenditure referred to in sabction (), deduction shall not be allowed in respect of such
expenditure under any other provisions of this Act for the same or any other assessment year.]

“[35D. Amortisation of certain preliminary expensesd (1) Where an assessee, being an Indian
company or a person (other than a company) who is resident in India, incurs, after the 31st day of March,
1970, any expenditure specified in ssdxtion g),0

(i) before the commenpw®ent of his business, or

(i) after the commencement of his business, in connection with the extension of his
°[undertaking] or in connection with his setting up a fipwait],

the assessee shall, in accordance with and subject to the provisions ottibis, 4& allowed a
deduction of an amount equal to eieath of such expenditure for each of the ten successive previous
years beginning with the previous year in which the business commences or, as the case may be, the
previous year in which the extensiof the“[undertaking] is completed or the néunit] commences
production or operation:

[Providedthat where an assessee incurs after the 31st day of March, 1998, any expenditure specified
in subsection @), the provisions of this sukectionshalhave effect as i f for the
toonet ent h of such expenditure for each of the te
equal to ond i Tt h of such expenditure for each of tr
substitued.]

(2) The expenditure referred to in ssection () shall be the expenditure specified in any one or
more of the following clauses, namedy :

(a) expenditure in connection with
(i) preparation of feasibility report;

(i) preparation of projeceport;

. Ins. by Act 28 of 2016, s. 19 (w.e.f412017).

. Ins. by Act 23 of 2012, s. 10 (w.e.f412013).

. Ins. by Act 28 of 2016, s. 20 (w.e.f412017).

. Ins. by Act 42 of 1970, s. 8 (w.e.£411971).

. Subs. by Act 18 0f 2008,s.f8or fAi ndustri al-42009ertakingo (w.e.f. 1
.Subs.bys.8bid. , for fii ndus42000)a | unito (w.e.f. 1

. Ins. by Act 21 of 1998, s. 14 (w.e.f411999).

~NoO oA WNE
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(iii) conductingmarket survey or any other survey necessary for the business of the assessee;
(iv) engineering services relating to the business of the assessee:

Providedthat the work in connection with the preparation of the feasibility repothe
project report or the conducting of market survey or of any other survey or the engineering
services referred to in this clause is carried out by the assessee himself or by a concern which is
for the time being approved in this behalf by the Board,;

(b) legal charges for drafting any agreement between the assessee and any other person for any
purpose relating to the setting up or conduct of the business of the assessee;

(c) where the assessee is a company, also experdditure

(i) by way of legal chrges for drafting the Memorandum and Articles of Association of the
company;

(i) on printing of the Memorandum and Articles of Association;

(i) by way of fees for registering the company under the provisions of the Companies
Act, 1956 (1 of 19586)

(iv) in connection with the issue, for public subscription, of shares in or debentures of the
company, being underwriting commission, brokerage and charges for drafting, typing, printing
and advertisement of the prospectus;

(d) such other items of expditure (not being expenditure eligible for any allowance or
deduction under any other provision of this Act) as may be prescribed.

(3) Where the aggregate amount of the expenditure referred to-gestibn g) exceeds an amount
calculated at two anonehalf per certh

(a) of the cost of the project, or

(b) where the assessee is an Indian company, at the option of the company, of the capital
employed in the business of the company,

the excess shall be ignored for the purpose of computing the dedaltbwable under subection ():

[Providedthat where the aggregate amount of expenditure referred to imestibn B) is
incurred after the 31st day of March, 1998, the provisions of thisectiion shall have effect as if for
t he wor doeneliialwbo mperd centodo, the words Afive per

Explanationd In this subsectior®
(@Acost of thé& projectod means

(i) in a case referred to in clausg ¢f subsection (), the actual cost of the fixed assets,
being land, building, leaseholds, plant, machinery, furniture, fittings and railway sidings
(including expenditure on development of land and buildings), which are shown in the books of
the assessee as on the last day of the previous year in which the business of the assesse
commences;

(i) in a case referred to in claudg ©f subsection {), the actual cost of the fixed assets,
being land, buildings, leaseholds, plant, machinery, furniture, fittings and railway sidings
(including expenditure on development of land &nddings), which are shown in the books of
the assessee as on the last day of the previous year in which the extensiGfunéithtaking] is

1. Ins. by Act 21 of 1998, s. 14 (w.e.f411999).
2. Subs. by Act 18 0f 2008,s.8,foi ndustr i al u nd60B)t aki ng" (w.e. f. 1
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completed gras the case may be, the Mgwnit] commences production or operation, in so far as
such fixed asets have been acquired or developed in connection with the extension of the
“lundertaking] or the setting up of the ndumit] of the assessee;

(bhncapital employed in thé business of the co

(i) in a case referred to in clausg¢ ¢f subsection (), the aggregate of the issued share
capital, debentures and letgym borrowings as on the last day of the previous year in which the
business of the company commences;

(i) in a case referred to in claugg ©f subsection (), the aggrgate of the issued share
capital, debentures and lotgrm borrowings as on the last day of the previous year in which the
extension of thé[undertaking] is completed or, as the case may be, the'[oeit] commences
production or operation, in so far as such capital, debentures antefamgorrowings have been
issued or obtained in connection with the extension of[tinelertaking] or the setting up of the
new[unit] of the company;

(il otemg borrowidgso means

(i) any moneys borrowed by the company from Government or the Industrial Finance
Corporation of India or the Industrial Credit and Investment Corporation of India or any other
financial institutior[which is eligible for deduction wter clause \{ii) of subsection {) of
section 36)r any banking institution (not being a financial institution referred to above), or

(i) any moneys borrowed or debt incurred by it in a foreign country in respect of the
purchase outside Indid oapital plant and machinery, where the terms under which such moneys
are borrowed or the debt is incurred provide for the repayment thereof during a period of not less
than seven years.

(4) Where the assessee is a person other than a company-op@ative society, no deduction shall
be admissible under stdection ) unless the accounts of the assessee for the year or years in which the
expenditure specified in stdection ) is incurred have been audited by an accountant as defined in
the Explanaton below subsection ) of section 288and the assessee furnishes, along with his return of
income for the first year in which the deduction under this section is claimed, the report of such audit in
the prescribed forrduly signed and verified by such@untant and setting forth such particulars as may
be prescribed.

(5) Where the undertaking of an Indian company which is entitled to the deduction under
subsection () is transferred, before the expiry of the period of ten yearsfigoein subsection {), to
another Indian company in a scheme of amalgamaétion,

(i) no deduction shall be admissible under-sabtion {) in the case of the amalgamating
company for the previous year in which the amalgamation takes place; and

(i) the provisions of this section shall, as far as may be, apply to the amalgamated company as
they would have applied to the amalgamating company if the amalgamation had not taken place.

“[(5A) Where the undertaking of an Indian company which is entitled talédeaction under sub
section () is transferred, before the expiry of the period specified irssglion (1), to another company
in a scheme of demergér,

(i) no deduction shall be admissible under-sabtion ) in the case of the demerged company
for the previous year in which the demerger takes place; and

1. Subs. by Act of 18 of 2-82089). s. 8, for Aindustrial uni |
2.Subs.bys.8bid. , for #Aindustri-a2009undertakingo (w.e.f 1

3. Subs. by Act 10 of 20 éng approvedlby the Gemtral wamneruﬂmrthepurpbsesrof t he
clause Yiii) of subsection) of secti d4800B.60 (w. e. f 1

4. Ins. by Act 27 of 1999, s. 19 (w.e.f412000).
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(i) the provisionof this section shall, as far as may be, apply to the resulting company, as they
would have applied to the demerged company, if the demerger had not taken place.]

(6) Where adeduction under this section is claimed and allowed for any assessment year in respect of
any expenditure specified in sgbction ), the expenditure in respect of which deduction is so allowed
shall not qualify for deduction under any other provisiothed Act for the same or any other assessment
year.

[35DD. Amortisation of expenditure in case of amalgamation or demergar.(l) Where an
assessee, being an Indian company, incurs any expenditure, on or after the 1st day of April, 1999, wholly
and exclusiely for the purposes of amalgamation or demerger of an undertaking, the assessee shall be
allowed a deduction of an amount equal to-fiftie of such expenditure for each of the five successive
previous years beginning with the previous year in whictathalgamation or demerger takes place.

(2) No deduction shall be allowed in respect of the expenditure mentioned-gestidn {) under
any other provision of this Act.]

[35DDA. Amortisation of expenditure incurred under voluntary retirement schemed (1)
Where an assessee incurs any expenditure in any previous year by way of payment of any sum to an
employee’[in connection with his voluntary retirement], in accordance with any scheme or schemes of
voluntary retirement, onfifth of the amount so paid shdde deducted in computing the profits and gains
of the business for that previous year, and the balance shall be deducted in equal instalments for each of
the four immediately succeeding previous years.]

“[(2) Where the assessee, being an Indian compsuetitled to the deduction under sstxtion ()
and the undertaking of such Indian company entitled to the deduction unescsialm () is transferred,
before the expiry of the period specified in that-sabtion, to another Indian company in a scbeof
amalgamation, the provisions of this section shall, as far as may be, apply to the amalgamated company
as they would have applied to the amalgamating company if the amalgamation had not taken place.

(3) Where the undertaking of an Indian companytiemtito the deduction under ssbction () is
transferred, before the expiry of the period specified in thaseation, to another company in a scheme
of demerger, the provisions of this section shall, as far as may be, apply to the resulting cosnbeayy, a
would have applied to the demerged company, if the demerger had not taken place.

(4) Where there has been reorganisation of business, whereby a firm is succeeded by a company
fulfilling the conditions laid down in clauseiii) of section 47r aproprietary concern is succeeded by a
company fulfilling the conditions laid down in clauseav] of section 47, the provisions of this section
shall, as far as may be, apply to the successor company, as they would have applied to the firm or the
proprietaly concern, if reorganisation of business had not taken place.

°[(4A) Where there has been reorganisation ofbusiness, whereby a private company or unlisted public
company is succeeded by a limited liability partnership fulfilling the conditions laid dowreiproviso
to clauseXiiib) of section 47the provisions of this section shall, as far as may be, apply to the successor
limited liability partnership, as they would have applied to the said company, if reorganisation of business
had not taken place.

(5) No deduction shall be allowed in respect of the expenditure mentioned-getidn {) in the
case of the amalgamating company referred to inssgtion ), in the case of demerged company
referred to in’[sub-section 8), in the case of a firm quroprietary concern referred to in sséction 4)

. Ins. by Act 27 of 1999, s. 20 (w.e.f412000).

. Ins. by Act 14 of 201, s. 24 (w.e.f. 4-2001).

Subs. by Act 18 of 2005, S . 11, -#2004).fat the time of h i
. Subs. by Act 20 of 2002, s. 18, for ssdxtion 2) (w.e.f. £4-2001).

. Ins. by Act 14 of 2010, s. 11 (w.e.f412011).

. Subs. by s. 11bid. , f esectiofi § and in the case of a firm or proprietary concern referred to irsesction §) o

(w.e.f. :4-2011).

OO, WNE
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and in the casef a company referred to in sglection §A)] of this section, for the previous year in
which amalgamation, demerger or succession, as the case may be, takes place.

(6) No deduction shall éallowed in respect of the expenditure mentioned irssghion {) under
any other provision of this Act.]

35E.Deduction for expenditure on prospecting, etc., for certain minerald. (1) Where an
assessee, being an Indian company or a person (other tb@mpany) who is resident in India, is
engaged in any operations relating to prospecting for, or extraction or production of, any mineral and
incurs, after the 31st day of March, 1970, any expenditure specified-gestibn ), the assessee shall,
in acordance with and subject to the provisions of this section, be allowed for each one of the relevant
previous years a deduction of an amount equal te@mé of the amount of such expenditure.

(2) The expenditure referred to in sabction () is that ircurred by the assessee after the date
specified in that subection at any time during the year of commercial production and any one or more of
the four years immediately preceding that year, wholly and exclusively on any operations relating to
prospectingor any mineral or group of associated minerals specified in Part A or Part B, respectively, of
the Seventh Schedule or on the development of a mine or other natural deposit of any such mineral or
group of associated minerals :

Providedthat there shalldexcluded from such expenditure any portion thereof which is met directly
or indirectly by any other person or authority and any sale, salvage, compensation or insurance moneys
realised by the assessee in respect of any property or rights brought Btem@xias a result of the
expenditure.

(3) Any expenditurd

(i) on the acquisition of the site of the source of any mineral or group of associated minerals
referred to in susection ) or of any rights in or over such site;

(i) on the acquisition of thdeposits of such mineral or group of associated minerals or of any
rights in or over such deposits; or

(iii) of a capital nature in respect of any building, machinery, plant or furniture for which
allowance by way of depreciation is admissible underce&2,

shall not be deemed to be expenditure incurred by the assessee for any of the purposes specified in
subsection ).

(4) The deduction to be allowed under sgztion {) for any relevant previous year shalbBbe

(&) an amount equal to onterth of the expenditure specified in ssbction R) (such ondenth
being hereafter in this stdection referred to as the instalment); or

(b) such amount as is sufficient to reduceniidhe income (as computed before making the
deduction under this seoh) of that previous year arising from the commercial exploitation [whether
or not such commercial exploitation is as a result of the operations or development referred-to in sub
section 2)] of any mine or other natural deposit of the mineral or any on@ooe of the minerals in a
group of associated minerals as aforesaid in respect of which the expenditure was incurred,
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whichever amoun less:

Providedthat the amount of the instalment relating to any relevant previous year, to the extent to
which it remains unallowed, shall be carried forward and added to the instalment relating to the previous
year next following and deemed to be part of that instalment, and so on, for succeeding previous years,
so, however, that no part of any instalment shall beechforward beyond the tenth previous year as
reckoned from the year of commercial production.

(5) For the purposes of this sectién,

(@fioperati on relating to prospectingd means
exploring, locating or provindgeposits of any mineral, and includes any such operation which proves
to be infructuous or abortive;

(b) Afyear of commer ci al productiond means th
operation relating to prospecting, commercial production of amemal or any one or more of the
minerals in a group of associated minerals specified in Part A or Part B, respectively, of the Seventh
Schedule, commences;

(coAr el evant previous yearsoOo means the ten pre
production.

(6) Where the assessee is a person other than a company-oparative society, no deduction shall
be admissible under stdection {) unless the accounts of the assessee for the year or years in which the
expenditure specified in stdection ) is incurred have been audited by an accountant as defined in
the Explanationbelow subsection ) of section 288and the assessee furnishes, along with his return of
income for the first year in which the deduction under this section is claimedpibe of such audit in
the prescribed form duly signed and verified by such accountant and setting forth such particulars as may
be prescribed.

(7) Where the undertaking of an Indian company which is entitled to the deduction under
subsectbn (1) is transferred, before the expiry of the period of ten years specified-gestibn (), to
another Indian company in a scheme of amalganm@&tion

(i) no deduction shall be admissible under-sabtion () in the case of the amalgamating
company forthe previous year in which the amalgamation takes place; and

(ii) the provisions of this section shall, as far as may be, apply to the amalgamated company as
they would have applied to the amalgamating company if the amalgamation had not taken place.

[(7A) Where the undertaking of an Indian company which is entitled to the deduction under
subsection {) is transferred, before the expiry of the period of ten years specified sestibn {), to
another Indian company in a scheme of demedger,

(i) no deduction shall be admissible under-sabtion {) in the case of the demerged company
for the previous year in which the demerger takes place; and

(ii) the provisions of this section shall, as far as may be, apply to the resulting company as the
would have applied to the demerged company, if the demerger had not taken place.]

(8) Where a deduction under this section is claimed and allowed for any assessment year in respect of
any expenditure specified in sgbction ), the expenditure in resgteof which deduction is so allowed
shall not qualify for deduction under any other provision of this Act for the same or any other assessment
year.]

1. Ins. by 27 of 1999, s. 21 (w.e.f432000).
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36. Other deductionsd (1) The deductions provided for in the following clauses shall be allowed in
respecbf the matters dealt with therein, in computing the income referredstction 28

(i) the amount of any premium paid in respect of insurance against risk of damage or destruction
of stocks or stores used for the purposes of the business or profession;

![(ia) the amount of any premium paid by a federal milloperative society to effect or to keep
in force an insurance on the life of the cattle owned by a member cbpetative society, being a
primary society engaged in supplying milk raised bymtsmbers to such federal milk -operative
society;]

?[(ib) the amount of any premium paid by any mode of payment other than cash by the assessee
as an employer to effect or to keep in force an insurance on the health of his employees under a
scheme frameih this behalf bg

(A) the General Insurance Corporation of India formed under section 9 of the General
Insurance Business (Nationalisation) Act, 1972 (57 of 1972) and approved by the Central
Government; or

(B) any other insurer and approved by thsurance Regulatory and Development Authority
established under stdection {) of section 3 of the Insurance Regulatory and Development
Authority Act, 1999 (41 of 1999);]

(i) any sum paid to an employee as bonus or commission for services renderedswehesum
would not have been payable to him as profits or dividend if it had not been paid as bonus or

commission;
3% * * * *
A% * * * *

(iii) the amount of the interest paid in respect of capital borrowed for the purposes of the business
or profession:

*[Providedthat any amount of the interest paid, in respect of capital borrowed for acquisition of
an asset** (whether capitalised in the books of account or not); for any period beginning from the
date on which the capital was borrowed &cquisition of the asset till the date on which such asset
was first put to use, shall not be allowed as deduction.

Explanationd Recurring subscriptions paid periodically by shareholders, or subscribers in
Mutual Benefit Societies which fulfill such cdiions as may be prescribed, shall be deemed to be
capital borrowed within the meaning of this clause;

“[(iiia) thepro rataamount of discount on a zero coupon bond having regard to the period of life
of such bond calculated in the manner as may berjisedc

. Ins. by Act 21 of 1979, s. 6 (w.e.f411980).

. Subs. B Act 21 of 2006, s. 9, for clausi) (w.e.f. 24-2007).

. The provisos omitted by Act 4 of 1988, s. 11 (w.e4-11989).

. Clausei{a) omitted by Act 27 of 1999, s. 22 (w.e.f412000).

. Ins. by Act 32 of 2003, s. 18 (w.e.f412004).

.Thewod s fAfor extension of existing business-4-2006).pr of essi on
. Ins. by Act 18 of 2005, s. 12 (w.e.f412006).

~NOoO O~ WN P
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Explanationd For the purposes of this clause, the expres8ions

()Adi scount o means the difference between
infrastructure capital company or infrastructure capital fund or public sector comifmany
scheduled bank] issuing the bond and the amount payable by such company or fund or public
sector companyfor scheduled bank] on maturity or redemption of such bond;

(ilhperiod of |ife of the bondod meansofttehe pe
bond and ending on the date of the maturity or redemption of such bond;

2% * * * *]

(iv) any sum paid by the assessee as an employer by way of contribution towards a recognised
provident fund or an approved superannuation fund, subject kolistits as may be prescribed for
the purpose of recognising the provident fund or approving the superannuation fund, as the case may
be; and subject to such conditions as the Board may think fit to specify in cases where the
contributions are not in theature of annual contributions of fixed amounts or annual contributions
fixed on some definite basis by reference to t
contributions or to the number of members of the fund:;

¥(iva) any sum paid by thassessee as an employer by way of contribution towards a pension
scheme, as referred tosaction 80CCDpn account of an employee to the extent it does not exceed
ten per cent of the salary of the employee in the previous year.

Explanationd Forthepurpses of this c¢cl ause, isal aryo inc
of employment so provide, but excludes all other allowances and perquisites;]

(v) any sum paid by the assessee as an employer by way of contribution towards an approved
gratuity fund ceated by him for the exclusive benefit of his employees under an irrevocable trust;

“[(va) any sum received by the assessee from any of his employees to which the provisions of
subclause X) of clause 24) of section 2apply, if such sum is credited bpet assessee to the
empl oyeebs account in the relevant fund or fun

Explanationd For t he purposes of this c¢clause, fdAdue
required as an employer to credit an employee's contributitre temployee's account in the relevant
fund under any Act, rule, order or notification issued thereunder or under any standing order, award,
contract of service or otherwise;]

(vi) in respect of animals which have been used for the purposes of the bosipestession
otherwise than as stodk-trade and have died or become permanently useless for such purposes, the
difference between the actual cost to the assessee of the animals and the amount, if any, realised in
respect of the carcasses or animals;

(vii) subject to the provisions of sslection ), the amount of[any bad debt or part thereof
which is written off as irrecoverable in the accounts of the assessee for the previous year:]

1. Ins. by Act 33 of 2009, s. 14 (w.e.f412009).

2. Clausei(i) omitted by Act 21 of 2006, 8. (w.e.f. 24-2007).
3. Ins. by Act 8 of 2011, s. 5 (w.e.f£4t2012).

4 Ins. by Act 11 of 1987, s. 9 (w.e.f-4:1988).

5. Subs. by Act 4 of 1988, S . 11, for fany debt, or par
previ o wse.f y 4218890
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IProvidedthatin the case offan assesse] to which clauséid) applies, the amount of the deduction
relating to any such debt or part thereof shall be limited to the amount by which such debt or part thereof
exceeds the credit balance in the provision for bad and doubtful debts account made under that clause:]

3Provided furtherthat where the amount of such debt or part thereof has been taken into account in

computing the income of the assessee of the previous year in which the amount of such debt or part

thereof becomes irrecoverable or of an earlier previous yedhe basis of income computation and
disclosure standards notified under sd#etion 2) of section 14%without recording the same in the

accounts, then, such debt or part thereof shall be allowed in the previous year in which such debt or part
thereof beomes irrecoverable and it shall be deemed that such debt or part thereof has been written off as

irrecoverable in the accounts for the purposes of this clause.

“[°[Explanatiorl].d For the purposes of this clause, any bad debt or part thereof writters off a

irrecoverable in the accounts of the assessee shall not include any provision for bad and doubtful debts

made in the accounts of the assessee;]

®[Explanation2.8 For the removal of doubts, it is hereby clarified that for the purposes of the proviso
to clause vii) of this subsection and claus&)(of subsection 2), the account referred to therein shall be
only one account in respect of provision for bad and doubtful debts under cldasar(d such account
shall relate to all types of advancegluding advances made by rural branches;]

"[(viia) ¥[in respect of any provision for bad and doubtful debts made by

(@) a scheduled bank [not beiritf* a bank incorporated by or under the laws of a country
outside India] or a neacheduled banK(or a ceoperative bank other than a primary agricultural
credit society or a primary emperative agricultural and rural development bank], an anounut
exceeding'qeight and ondalf per ceni] of the total income (computed before making any
deductim under this clause and Chapter VIA) and an amount not exce€iergper cent.] of the

aggregate average advances made by the rural branches of such bank computed in the prescribed

manner:

“[Providedthat a scheduled bank or a rerheduled bank referred in this sukclause shall, at
its option, be allowed in any of the relevant assessment years, deduction in respect of any provision

made by it for any assets classified by the Reserve Bank of India as doubtful assets or loss assets in

accordance with #hguidelines issued by it in this behalf, for an amount not exceeding five per cent

of the amount of such assets shown in the books of account of the bank on the last day of the previous

year:]

. Ins. by Act 32 of 1985, s. 10 (w.e.f411985).

Subs. by Act 26 of 19-81092).s. 7, for fia banko (w.e.f. 1
. Ins. by Act 20 of 2015, s. 13 (w.e.f412016).

. Ins. by Act 14 of 2001, s. 25 (w.e.f411989).

. Explanation renumbered aBxplanationl thereof by Act 17 of 2013, s. 7 (w.e.f412014).

. Ins. by s. 7ibid. (w.e.f. 1:4-2014).

. Ins. by Act 21 of 1979, s. 6 (w.e.£411980).

. Subs. by Act 26 of 1986, s. 2, for certain words (w.e4t1D87).

s. 14 (w.e.f. 4-1995).
10. Ins. by Act 22 of 2007, s. 13 (w.e.£412007).
11. Subs. by Act 20 of 2002,0 s(wAP@33)f f ot fAnot exceeding
12. Subs. by Act 7 of-ha0f7pes. c&£2018f or (fwsevdn dnd one

.Theword fia bank approved by the Centyviia)l dGow ead minmetngd floy A

13. Subs. by Act 32 of 199#4199)s . 14, for fAfour per cent . ¢

14. Ins. by Act 27 of 1999, s. 22 (w.e.f412000).
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IProvided furthethat for the relevant assessment years cenuing on or after the 1st day of
April, 2003 and ending before the 1st day of April, 2005, the provisions of the first proviso shall have
effect as i f for the words fnAfive per cent o, t h

’[Provided alsdhat a sheduled bank or a nestheduled bank referred to in this stluse shall,
at its option, be allowed a further deduction in excess of the limits specified in the foregoing
provisions, for an amount not exceeding the income derived from redemption oftiesgduar
accordance with a scheme framed by the Central Government:

Provided alsdhat no deduction shall be allowed under the third proviso unless such income has
been disclosed in the return of i nconmssioulnder t

Explanationd For the purposes of this sgbl au s e, ifirel evant assessme
consecutive assessment years commencing on or after the 1st day of April, 2000 and ending before
the 1st day of April, 2005;]

(b) a bank, being a bankcorporated by or under the laws of a country outside India, an amount
not exceeding five per cent of the total income (computed before making any deduction under this
clause and Chapter \A);]

¥(c) a public financial institution or a State financiarporation or a State industrial investment
corporation, an amount not exceeding five per cent of the total income (computed before making any
deduction under this clause and ChapteAY]

[Providedthat a public financial institution or a State finalaiorporation or a State industrial
investment corporation referred to in this siduse shall, at its option, be allowed in any of the two
consecutive assessment years commencing on or after the 1st day of April, 2003 and ending before
the 1st day of Apl, 2005, deduction in respect of any provision made by it for any assets classified
by the Reserve Bank of India as doubtful assets or loss assets in accordance with the guidelines issued
by it in this behalf, of an amount not exceeding ten per ceheddiinount of such assets shown in the
books of account of such institution or corporation, as the case may be, on the last day of the previous
year.]

“[(d) a nonbanking financial company, an amount not exceeding five per cent. of the total
income (compute before making any deduction under this clause and Chap#). VI

Explanationd For the purposes of this claude,

)inschedul ed bankodo means a b armrkoisactonsa mpan:
the Banking Regulation Act, 1949 (10 of 1949hieh is not a scheduled bank;

ia) ] Arur al brancho me an s’[ora ndmscledutedbark]fsituateds ¢ h e
in a place which has a population of not more than ten thousand according to the last preceding
census of which the relevant figuttesve been published before the first day of the previous year;

Ins. by Act 20f 2002, s. 19 (w.e.f-#-2003).

Ins. by Act 32 of 2003, s. 18 (w.e.f412004).

Ins. by Act 49 of 1991, s. 14 (w.e.f411992).

Ins. by Act28 of 2016, s. 21 (w.e.f-4-2017).

Ins. by Act 14 of 1982, s. 10 (w.e.f41983).

. Clausei renumbered as clause)thereof by Act 14 of 1982, s. 10 (w.e.f411983).
. Ins. by s. 10ibid. (w.e.f. £4-1983).

NogprwhE
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YG) AscheWamnlka means the State Bank of I ndi a
India Act, 1955 (23 of 1955), a subsidiary bank as defined in the State Bank of India (Subsidiary
Banks) Act, 1959 (38 of 1959), a corresponding new bank constituted under section 3
of the Banking Companies (Acquisition and Transfer of Undertakings) Act, 1970 (5 of 1970),
or under section 3 of the Banking Companies (Asitjon and Transfer of Undertakings)

Act, 1980 (40 of 1980), or any other bank being a bank included in the Second Schedule to the
Reserve Bank of India Act, 1934 (2 of 193]

i) Apublic financi almeaningsassigredto itimsediondhaithd h a
Companies Act, 1956 (1 of 1956);

(ivv AState financial corporationodo means a fi
section 3A or an institution notified under section 46 of the State Fina@Gagdorations
Act, 1951 (63 of 1951);

(v) nState industrial i nvest ment corporatio
meaning of section 617 of the Companies Act, 1956 (1 of 1956), engaged in the business of
providing longterm finance foindustrial projects aneligible for deduction under clauseii{)
of this subsection];]

*[(vi) foperative banko, Apri mary agr iopemtive ur al
agricultural and rur al d ev el o ptimed mdsignbdantiketn s h a
in the Explanationto subsection §) of section 808

viy fAmamki ng financial companyo shalfofhave
section 45 of the Reserve Bank of India Act, 1934 (2 of 1934);]

‘[(viii) in resgct of any special reserve created and maintained by a specified entity, an
amount not exceeding twenty per cent of the profits derived from eligible business computed
under the head fAProfits and gains ofnindesi nes
this clause) carried to such reserve account:

Providedthat where the aggregate of the amounts carried to such reserve account from time
to time exceeds twice the amount of the paid up share capital and of the general reserves of the
specified enty, no allowance under this clause shall be made in respect of such excess.

Explanationd In this clausey
(@fAspecifieddentityd means,

(i) a financial corporation specified in section 4A of the Companies
Act, 1956 ( of 1956);

(i) afinancial corporation which is a public sector company;

1. Subs. by Act 4 of 1988, s. 10, for clausg((v.e.f. 1:4-1989).

The words fAbuiopkoad i vet bidet ®lod2DENHisdll @a.f-42§07).

3. Ins. by Act 49 of 1991, s. 12 (w.e.f411992).

Subs. by Act 10 of 2000,f cur tl8 ,t ifmes Aaf stuhBOO8)mxumd n d iot wn

5. Ins. by Act 22 of 2007, s. 13 (w.e.f412007).
6. Ins. by Act 28 of 2016, s. 21 (w.e.f412017).
7. Subs. by Act 22 of 2007, s. 13, for claugé) (w.e.f. 24-2008).
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(iii) abankingcompany;

(iv) a ceoperative bank other than a primary agricultural credit society or a primary
co-operative agricultural and rural development bank;

(v) a housing finance company; and
(vi) any other financial corporation including a public company;
(bpyAael i gible blusinesso means,

(i) in respect of the specified entity referred to in-slause i) or subclause i) or
subclause ifi) or subclause(iv) of clause &), the business of providing lofigrm
finance fod

(A) industrial or agricultural development;
(B) development of infrastructure facility in India; or
(C) development of housing in India;]

(i) in respect of the specified entity referredin subclause ) of clause &), the
business of providing lonaterm finance for the construction or purchase of houses in
India for residential purposes; and

(iii) in respect of the specified entity referred to in-slause ¥i) of clause &), the
business of providing lonterm finance for development of infrastructure facility in
India;

(© Abanking companyo means a company t
Act, 1949 (10 of 1949) applies and includes any bank or banking institutiememfto in
section 51 of that Act;

(d) operative banko, Apri mary agr-operativet ur al
agricultural and rur al devel opment banko s
them in theExplanatiornto subsection §) of section 80P

(e Ahousing finance companyd means a publ
with the main object of carrying on the business of providing -teng finance for
construction or purchase of houses in India for residential purposes;

f Apublic companyo shal/l have the meani n
Act, 1956 (1 of 1956);

(99 Ainfrastrucdure facilityodo means

(i) an infrastructure facility as defined in tBeplanationto clause ij of
subsection §) of section 8AlA, or any other public facility of a similar nature as may be
notified by the Board in this behalf in the Official Gazette and which fulfils the
conditions as may be prescribed;

(i) an undertaking referred to in claugsig ¢r clausei{i) or clauseiy) or clause \i)
of subsection 4§) of section 881A; and

1. Subs. by Act 33 of 2009, s. 14, for clauddw.e.f. 14-2010).
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(iii) an undertakingeferred to in sutsection (0) of section 86IB;

(Al etnegr m fi nancedo means any | oan or advan
are loanedr advanced provide for repayment along with interest thereof during a period of
not less than five years;]

1y * * * *

?[(ix) any expendituréona fideincurred by a company for the purpose of promoting family
planning amongst its employees :

Providedthat where such expenditure or any part thereof is of a capital naturkftiord
such expenditure shall be deducted for the previous year in which it was incurred; and the balance
thereof shall be deducted in equal instalments for each of theirfouediately succeeding
previous years:

Provided furthethat the provisions of subection B) of section 32and of subsection B)
of section 7Zhall apply in relation to deductions allowable under this clause as they apply in
relation to deductionallowable in respect of depreciation :

Provided furthethat the provisions of clauses)( (iii), (iv) and ) of ][sub-section ) and
subsection b) of section 35]0f subsection 8) of section 4land ofExplanationl to clause )
of section 43hal, so far as may be, apply in relation to an asset representing expenditure of a
capital nature for the purposes of promoting family planning as they apply in relation to an asset
representing expenditure of a capital nature on scientific research;]

A% * * * *

°[(xi) any expenditure incurred by the assessee, on or after the 1st day of April, 1999 but
before the 1st day of April, 2000, wholly and exclusively in respect of aY@s#nhcompliant
computer system, owned by the assessee and used for tbegqaugb his business or profession,
S0 as to make such computer system Y2K compliant computer system:

Providedthat no such deduction shall be allowed in respect of such expenditure under any
other provisions of this Act:

Provided furthethat no such dedtion shall be admissible unless the assessee furnishes in
the prescribed form, along with the return of income, the report of an accountant, as defined in
the Explanationbelow subsection @) of section 288 certifying that the deduction has been
correcty claimed in accordance with the provisions of this clause.

1. Clause\(iia) omitted by Act 32 of 1994, s. 14 (wf.el-4-1995).

2. Ins. by Act 10 of 1965, s. 11 (w.e.f411965).

3. Subs. by Act 2@ectwfip) 1967 sest i #89673.560r (fvseb f . 1
4. ClauseX) omitted by Act 22 of 2007, s. 13 (w.e.f412008).

5. Ins. by Act 27 of 1999, s. Z®%.e.f. 1:4-2000).
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Explanationd For the purposes of this claude,

(@ Acomput er systemd means a device or co
output support devices and excluding calculators which arprogtammable and capable of
being used in conjunction with external files, or more of which contain computer
programmes, electronic instructions, input data and output data, that performs functions
including, but not limited to, logic, arithmetic, datarsige and retrieval, communication and
control;

b AY2K compliant computer systemd0 means a
processing, providing or receiving data relating to date within and between the twentieth and
twentyfirst century;]

Y[(xii) ary expenditure (not being in the nature of capital expenditure) incurred by a
corporation or a body corporate, by whatever name calléd, if,

(a) it is constituted or established by gjma Central, State or Provincial Act;

(b) such corporation or bodyorporate, having regard to the objects and purposes of the
Act referred to in sufolause 4), is notified by the Central Government in the Official
Gazette for the purposes of this clause; and

(c) the expenditure is incurred for the objects and purposthoised by the Act under
which it is constituted or established;]

?[(xiii) any amount of banking cash transaction tax paid by the assessee during the previous
year on the taxable banking transactions entered into by him.

Explanationd For the purposesaofhi s c¢cl ause, the expressions
and Ataxable banking transactiondo shal/l have
under Chapter VIl of the Finance Act, 2005;]

3[(xiv) any sum paid by a public financial institution iy of contribution to such credit
guarantee fund trust for small industries as the Central Government may, by notification in the
Official Gazette, specify in this behalf.

Explanationd For t he purposes of t his cl| davetbe i pu
meaning assigned to it in section 4A of the Companies Act, 1956 (1 of 1956);]

“[(xv) an amount equal to the securities transaction tax paid by the assessee in respect of the
taxable securities transactions entered into in the course of his lsudimésy the previous year,
if the income arising from such taxable securities transactions is included in the income computed
under the head fAProfits and gains of Dbusines:

1. Subs. by Act 22 of 2007, s. 13, for clausé (w.e.f. £4-2008).
2. Ins. by Act 18 of 2005, s. 12 (w.e.f412006).

3. Ins. by Act 22 of 2007, s. 13 (w.e.f412008).

4. Ins. by Act 18 of 2008, s. 9 (w.e.£412009).
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Explanationd For t he purposes of thisticédauseangdde
and fitaxable securities transactiono shall h
Chapter VII of the Finance (No. 2) Act, 2004 (23 of 2004);

[(xvi) an amount equal to the commodities transaction tax paid by theessesespect of
the taxable commodities transactions entered into in the course of his business during the
previous year, if the income arising from such taxable commodities transactions is included in the
income computed unders tolfe blusadeRBr ofri tpy odred s

Explanationd For t he purposes of this c¢clause, the
and fitaxable commodities transactiono shal/l
under Chapter VIl of the Finance Act, 2([13

’[(xvii) the amount of expenditure incurred by aoperative society engaged in the business
of manufacture of sugar for purchase of sugarcane at a price which is equal to or less than the
price fixed or approved by the Governmeént.

¥[(xviii) markedto market loss or other expected loss as computed in accordance with the
income computation and disclosure standards notified undesesaion 2) of section 145.]

(2) In making any deduction for a bad debt or part thereof, the following provisionaghbf

“[(i) no such deduction shall be allowed unless such debt or part thereof has been taken into
account in computing the income of the assessee of the previous year in which the amount of such
debt or part thereof is written off or of an earl@evious year, or represents money lent in the
ordinary course of the business of banking or mdeaging which is carried on by the assessee;]

(ii) if the amount ultimately recovered on any such debt or part of debt is less than the difference
between he debt or part and the amount so deducted, the deficiency shall be deductible in the
previous year in which the ultimate recovery is made;

(iii) any such debt or part of debt may be deducted if it has already been written off as
irrecoverable in the accats of an earlier previous yed(being aprevious year relevant to the
assessment year commencing on the 1st day of April, 1988, or any earlier assessment year)], but the
*[AssessingDfficer] had not allowed it to be deducted on the ground that it hadesm established
to have become a bad debt in that year;

(iv) where any such debt or part of debt is written off as irrecoverable in the accounts of the
previous year[(beinga previous year relevant to the assessment year commencing on the 1st day of
April, 1988, or any earlier assessment year)] and[#kesessingfficer] is satisfied that such debt or
part became a bad debt in any earlier previous year not falling beyond a period of four previous years
immediately preceding the previous year in whécith debt or part is written off, the provisions of
subsection 6) of section 155hall apply;

[(v) where such debt or part of debt relates to advances made by an assessee to which
clause Yiia) of subsection ) applies, no suckeduction shall be allowed unless the assessee has
debited the amount of such debt or part of debt in that previous year to the provision for bad and
doubtful debts account made under that clause.]

1. Ins. byAct 17 of 2013, s. 7 (w.e.f-4-2014).

2. Ins. by Act 20 of 2015, s. 13 (w.e.f412016).

3. Ins. by Act 13 of 2018, s. 10 (w.r.e.f412017).

. Subs. by Act 4 of 1988, s. 11, for claugg\{.e.f. 14-1989).

. Ins. by s. 11ibid. (w.e.f. £4-1989).

. Subs. by s. 11bid.,f or Adtmxom@é f i c4£1988). (w. e. f . 1
. Subs. by Act 26 of 1997, s. 7, for clauge((v.e.f. £4-1992).

~No o~
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37. Generald (1) Any expenditure (not being expenditure ofe nature described in
sections 300 36 *** and not being in the nature of capital expenditure or personal expenses of the
assessee), laid out or expended wholly and exclusively for the purposes of the business or profession shall
bedl owed in computing the income chargeabl e un
professiono.

’[ [Explanation 1]& For the removal of doubts, it is hereby declared that any expenditure incurred
by an assessee for any purpose which is an offanatioh is prohibited by law shall not be deemed to
have been incurred for the purpose of business or profession and no deduction or allowance shall be made
in respect of such expenditure.]

“[Explanation 28 For the removal of doubts, it is hereby declatieat for the purposes of sub
section {), any expenditure incurred by an assessee on the activities relating to corporate social
responsibility referred to in section 135 of the Companies Act, 2013 (18 of 2013) shall not be deemed to
be an expenditure incred by the assessee for the purposes of the business or profession.]

5% * * * *

®[(2B) Notwithstanding anything contained in sséction 1), no allowance shall be made in respect
of expenditure incurred by an assessee on advertisement so@wsnir, brochure, tract, pamphlet or the
like published by a political party.]

Tx * * * *
8x * * * *
9% * * * *

38. Building, etc., partly used for business, etc., or not exclusivedp usedd (1) Where a part of
any premises is used as dwelling house by the asskssee,

(a) the deduction under suthause i) of clause 4) of section 30, in the case of rent, shall be such
amount as th&[Assessing Officer] may determine having regartheproportionate annual value of
the part used for the purpose of the business or profession, and in the case of any sum paid for repairs,
such sum as is proportionate to the part of the premises used for the purpose of the business or
profession;

(b) thededuction under clausb)(of section 3&hall be such sum as tf{Assessing Officer] may
determine having regard to the part so used.

(2) Where any building, machinery, plant or furniture is not exclusively used for the purposes of the
business or proésion, the deductions under stlause if) of clause &) and claused) of section 30,

The words fand section 80VV041886).tted by Act 32 of 198!
. Ins. by Act 21 of 1998, s. {@.e.f. 1:4-1962).

. Explanationnumbered ag&xplanationl thereof by Act 25 of 2014, s. 13 (w.e.f412015).

. Ins. by s. 13bid. (w.e.f. £4-2015).

. Subsection ) omitted by Act 26 of 1997, s. 8 (w.e.£411998).

. Ins. by Act 29 of 1978, & (w.e.f. £4-1979).

. Subsection 8) omitted by Act 26 of 1997, s. 8 (w.e.f411998).

. Subsections 3A), (3B), (3C) and BD) omitted by Act 32 of 1985, s. 11 (w.e.f411986).

. Subsections4) and 6) omitted by Act 26 of 1997, s. 8 (w.elf4-1998).

0. Subs. by Act 4-tafx 10F8&8 ,c-44988).2 ,( wf. er. fAl rMc o me
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clausesij and (i) of section 3land’[clause {i) of subsection ()] of section 3%hall be restricted to a
fair proportionate part thereof which tfidssessing Gfcer] may determine, having regard to the user of
such building, machinery, plant or furniture for the purposes of the business or profession.

39.Managing agency commissiod. Omitted by the Direct Tax Laws(Amendment
Act, 1987 (4o0f 1988),s. 12, (v.e.f 1-4-1989).

40.Amounts not deductibled Notwithstanding anything to the contrary’[gection 3o 38], the
foll owing amounts shall not be deducted in compl
gains of businessorpo f e 3si on o0,

(a) in the case of any asses3ee

“[(i) any interest (not being interest on a loan issued for public subscription before the 1st day
of April, 1938), royalty, fees for technical services or other sum chargeable under this Act, which
is payabled

(A) outside India; or
(B) in India to a nofresident, not being a company or to a foreign company,

on which tax is deductible at source under Chapter -8/8nd such tax has not been deducted
or, after deduction, has not been p#ith or before the dudate specified in subection ) of
section 139]:

®[Providedthat where in respect of any such sum, tax has been deducted in any subsequent
year, or has been deducted during the previous year but paid after the due date specified in
subsection () of section 139, such sum shall be allowed as a deduction in computing the income
of the previous year in which such tax has been paid.]

Explanationd For the purposes of this salause)

AAroyal tybo shall h a v e Explanation2oactase iheohni n g
subsection () of section 9;

BAafees for technical ser vi ce Explanation2ato | ha
clause Yii) of subsection () of section 9;

(ia) ‘[thirty per cent of any sum payable to a resident]wiich tax is deductible at source
under Chapter XVIB and such tax has not been deducted or, after dedufftias,not been paid
on or before the due date specified in-sabtion {) of section 139:]

°[Providedthat where in respect of any such sum, llas been deducted in any subsequent
year, or has been deducted during the previous year but paid after the due date specified in
subsection {) of section 139'thirty per cent of] such sum shall be allowed as a deduction in
computing thencome of the previous year in which such tax has been paid:]

(I

Subs. by Act 46 d)f(i) 1i8) 8e,i) of subseclion () far rsuksiatidn 4A) He (wd-e . f . 1

1988).
. Subs. by Act40f1988,8.,, f or -t falxn ©d meé c4£1988). (w. e. f . 1
.Subs.bys. 13id. , for fAsecti aA198390 to 390 (w.e.f. 1

Subs. by Act 23 of 2004, s. 11, for stlbuse i) (w.e.f. 14-2005).

Subs. by Act 25 of 2014, s. 14, for certain words, bracketdgume$ (w.e.f. 14-2015).
Subs. by s. 14bid., for the proviso (w.e.f.-#-2015).

Subs. by s. 14bid., for certain words and brackets (w.e#4-P015).

. Subs. by Act 14 of 2010, s. 12, for certain words, brackets and figures (w-2010).
. Subs. by s. 129id., for proviso (w.e.f. 44-2010).

0. Ins. by Act 25 of 2014, s. 14 (w.e.f412015).

POONOUTAWN
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[Provided furthethat where an assessee fails to deduct the whole or any part of the tax in
accordance with the provisions of Chapter XBllon any such sum but is not deemed to be an
assessem default under the first proviso to sgbction () of section 201then, for the purpose
of this subclause, it shall be deemed that the assessee has deducted and paid the tax on such sum
on the date of furnishing of return of income by the resideygeeeferred to in the said proviso.]

Explanationd For the purposes of this salause)

Acommi ssi on or brokeragebo shall i) lofave t
the Explanationto section 194H;

(i) Afees for techni cal esneeaning asdbxglanation2aad | h a
clause Yii) of subsection () of section 9;

(i) Aprofessional services?o shall ) afv e t h
the Explanationto section 194,

(ivyAwor ko shall h a v e Explanatiordllaacsectiom&d4th i ng as i

AV)fir ent o shall have t he 9§ domtheExplemationio n g a
section 194;

(vi) iroyaltyodo shall h a \Explanatibne2 to <lauseeyi) ofie a ni n

subsection {) of section 9;]

3[(ib) any consideration paid or payable to a-nesident for a specified service on which
equalisation levy is deductible under the provisions of Chapter VIII of the Finance Act, 2016, and
such levy has not been deducted or after deduction, has not been paiiefore the due date
specified in susection () of section 139:

Providedthat where in respect of any such consideration, the equalisation levy has been
deducted in any subsequent year or has been deducted during the previous year but paid after the
due date specified in stdection {) of section 139, such sum shall be allowed as a deduction in
computing the income of the previous year in which such levy has bee}j paid,;

“[(ic) any sum paid on account of fringe benefit tax under Chapter XIIH;]

(if) any sum paid on account of any rate or tax levied on the profits or gains of any business
or profession or assessed at a proportion of, or otherwise on the basis of, any such profits or
gains.

°[Explanation 13 For the removal of doubts, it is hereby deel that for the purposes of
this subclause, any sum paid on account of any rate or tax levied includes and shall be deemed
always to have included any sum eligible for relief of tax under section, @3 the case may be,
deduction from the Indian inage-tax payable under section 91.]

1. Ins. by Act 23 of 2012,
2. Ins. by Act 29 of 2006,
3. Ins. by Act 28 of 2016,
4. Ins. by Act 18 of 2005,
5. Ins. by Act 21 of 2006,

.11 (w.e.f442013).
. 8 (w.e.£412008).

. 22 @f. 1:6-2016).
. 13 (w.e.f4420086).
. 10 (w.e.f442006).

n u u n n
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Explanation2.8 For the removal of doubts, it is hereby declared that for the purposes of
this subclause, any sum paid on account of any rate or tax levied includes any sum eligible for
relief of tax under section 90A;]

’[(iia) any sum paid on account of weal#x.

Explanationd For the purposes of this sgbl a u s e ;t afixwe anl etaltaxschawgeabld t h
under the Wealthiax Act, 1957 (27 of 1957), or any tax of a similar character chargeable under
any law in force in apcountry outside India or any tax chargeable under such law with reference
to the value of the assets of, or the capital employed in, a business or profession carried on by the
assessee, whether or not the debts of the business or profession are al@aveedaction in
computing the amount with reference to which such tax is charged, but does not include any tax
chargeable with reference to the value of any particular asset of the business or profession;]

3(iib) any amourd

(A) paid by way of royalty,itence fee, service fee, privilege fee, service charge or any
other fee or charge, by whatever name called, which is levied exclusively on; or

(B) which is appropriated, directly or indirectly, from, a State Government undertaking
by the State Government.

Explanationd For the purposes of this selause, a State Government undertaking
include®

(i) a corporation established by or under any Act of the State Government;

(i) a company in which more than fifty per cent of the pgidequity share capital is
held by the State Government;

(i) a company in which more than fifty per cent of the pgidequity share capital is
held by the entity referred to in clausedr clausei{) (whether singly or taken together);

(iv) a company or corporation in whichettstate Government has the right to appoint the
majority of the directors or to control the management or policy decisions, directly or
indirectly, including by virtue of its shareholding or management rights or shareholders
agreements or voting agreemeotsn any other manner;

(v) an authority, a board or an institution or a body established or constituted by or under
any Act of the State Government or owned or controlled by the State Government;]

i) any payment which i salahareg®abdid unders tp
(A) outside India; or
(B) to a nonresident,

and if the tax has not been paid thereon nor deducted therefrom under ChaptBr]XVIi

1. Ins. by Act 21 of 2006, s. 10 (w.e.f612006).

2.Ins. by Act 41 of 1972, s. 2 (w.e.f411962).

3. Ins. by Act 17 of 2013, s.(@v.e.f. 1:4-2014).

4. Subs. by Act 32 of 2003, s. 19, for stlause ifi) (w.e.f. £4-2004).
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(iv) any paymento a provident or other fund established for the benefit of employees of the
assessee, unless the assessee has made effective arrangements to secure that tax shall be deduct
at source from any payments made from the fund which are chargeable to taxthendead
fiSal ari eso;

'[(v) any tax actually paid by an employer referred to in clalBEQ of section 10;]
’[(b) in the case of any firm assessable as $uch,

(i) any payment of salary, bonus, commission or remuneration, by whatever name called
(hereimf t er referred to as Aremunerationo) to ar

(i) any payment of remuneration to any partner who is a working partner, or of interest to
any partner, which, in either case, is not authorised by, or is not in accendih, the terms of
the partnership deed; or

(iii) any payment of remuneration to any partner who is a working partner, or of interest to
any partner, which, in either case, is authorised by, and is in accordance with, the terms of the
partnership deedyut which relates to any period (falling prior to the date of such partnership
deed) for which such payment was not authorised by, or is not in accordance with, any earlier
partnership deed, so, however, that the period of authorisation for such paynaamt &grlier
partnership deed does not cover any period prior to the date of such earlier partnership deed; or

(iv) any payment of interest to any partner which is authorised by, and is in accordance with,
the terms of the partnership deed and relatesnto period falling after the date of such
partnership deed in so far as such amount exceeds the amount calculated at thitwasiveof
per cent.] simple interest per annum; or

(v) any payment of remuneration to any partner who is a working partneh) shacthorised
by, and is in accordance with, the terms of the partnership deed and relates to any period falling
after the date of such partnership deed in so far as the amount of such payment to all the partners
during the previous year exceeds the aggte amount computed as hereurdder:

“I(a) on the first Rs. 3,00,000 of the Rs. 1,50,000 or aathef 90 per cent.
bookprofit or in case of a loss of the bpodfit, whichever is more;
(b) on the balance of the bogkofit at the rate of 60 per cent:]

Providedthat in relation to any payment under this clause to the partner during the previous
year relevant to the assessment year commeircirthe 1st day of April, 1993, the terms of the
partnership deed may, at any time during the said previous year, provide for such payment.

Explanation1.0 Where an individual is a partner in a firm on behalf, or for the benefit, of
any other person (suclag t ner and the other person being
representative capacityo and fAperson so repr ¢

(i) interest paid by the firm to such individual otherwise than as partner in a
representative capacity, shait be taken into account for the purposes of this clause;

1. Ins. by Act 20 of 2002, s. 20 (w.e.f412003).

2. Subs. by Act 18 of 1992, s. 16, for claus® (w.e.f. 14-1993). Earlier amended by Act 67 of 1984, s. 10
(w.e.f. :4-1985), Act 4 of 1988, s. 13 and 3 of 1989, s. 95 (w.e4f1D989).

3. Subs. by Act 20 of 2002,-6202).20, for feighteen per ceni
4. Subs. by Act 33 of 2009, s. 15, for Iterhs&nd @) (w.e.f. :4-2010).
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(i) interest paidby the firm to such individual as partner in a representative capacity and
interest paid by the firm to the person so represented shall be taken into account for the
purposes ofhis clause.

Explanation2.0 Where an individual is a partner in a firm otherwise than as partner in a
representative capacity, interest paid by the firm to such individual shall not be taken into account
for the purposes of this clause, if such intereseédgived by him on behalf, or for the benefit, of
any other person.

Explanation3d For t he pur posesprooff itthdi smecal nasu steh, e finbeo
in the profit and loss account for the relevant previous year, computed in the manner taid dow
Chapter IMD as increased by the aggregate amount of the remuneration paid or payable to all the
partners of the firm if such amount has been deducted while computing the net profit.

Explanationdd For t he purposes of tmeansan ndividuabwho A wc
is actively engaged in conducting the affairs of the business or profession of the firm of which he
is a partner;]

[(ba) in the case of an association of persons or body of individuals [other than a company or a
co-operativesociety or a society registered under the Societies Registration Act, 1860 (21 of 1860),
or under any law corresponding to that Act in force in any part of India], any payment of interest,
salary, bonus, commission or remuneration, by whatever name, cabel by such association or
body to a member of such association or body.

Explanation1.8 Where interest is paid by an association or body to any member thereof who has
also paid interest to the association or body, the amount of interest to be disallaleedhis clause
shall be limited to the amount by which the payment of interest by the association or body to the
member exceeds the payment of interest by the member to the association or body.

Explanation2.0 Where an individual is a member of an asstien or body on behalf, or for the
benefit, of any other person (such member and the other person being hereinafter referred to as
Amember in a representative capacdtyo and fdper

(i) interest paid by the association lmwdy to such individual or by such individual to the
association or body otherwise than as member in a representative capacity, shall not be taken into
account for the purposes of this clause;

(i) interest paid by the association or body to such individudy such individual to the
association or body as member in a representative capacity and interest paid by the association or
body to the person so represented or by the person so represented to the association or body, shall
be taken into account féie purposes of this clause.

Explanation3.0 Where an individual is a member of an association or body otherwise than as
member in a representative capacity, interest paid by the association or body to such individual shall
not be taken into account for tharposes of this clause, if such interest is received by him on behalf,
or for the benefit, of any other person.]

2% * * * *

3% * * * *

1. Ins. by Act 3 of 1989, s. 9 (w.e.£4:1989).
2. Clause ) omitted by Act 4 of 1988, s. 13 (w.e.f411989).
3. Claused) omitted by Act 26 of 1988, s. 11 (w.e.f411989).
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[40A. Expense®r payments not deductible in certain circumstance$ (1) The provisions of this
section kall have effect notwithstanding anything to the contrary contained in any other provision of this
Act relating to the computation of income under

(2) (&) Where the assessee incurs any expendituresipect of which payment has been or is to be
made to any person referred to in clausieof this subsection, and th§Assessing Officer] is of opinion
that such expenditure is excessive or unreasonable having regard to the fair market value ofsthe good
services or facilities for which the payment is made or the legitimate needs of the business or profession
of the assessee or the benefit derived by or accruing to him therefrom, so much of the expenditure as is so
considered by him to be excessive nraasonable shall not be allowed as a deduction:

¥Providedthat “[for an assessment year commencing on or before the 1st day of April, 2016] no
disallowance, on account of any expenditure being excessive or unreasonable having regard to the fair
marketvalue, shall be made in respect of a specified domestic transaction referresg¢tian 92BA if
such transaction is at arm's length price as defined in clausédection 92H

(b) The persons referred to in clauag 4re the following, namels:
(i) where the assessee is an individual any relative of the assessee;
(i) where the assessee is a company, any director of the company, partner of the firm,
firm, associationof persons or or member of the association or family, or any
Hindu undivided family relative of such director, partner or member;

(iif) any individual who has a substantial interest in the business or profession of the assessee, or
any relative of such individual;

(iv) a company, firm, association of persoor Hindu undivided family having a substantial
interest in the business or profession of the assessee or any director, partner or member of such
company, firm, association or family, or any relative of such director, partner or m&mbany
other compny carrying on business or profession in which the first mentioned company has
substantial interest;]

(v) a company, firm, association of persons or Hindu undivided family of which a director,
partner or member, as the case may be, has a substantedtiimethe business or profession of the
assessee; or any director, partner or member of such company, firm, association or family or any
relative of such director, partner or member;

(vi) any person who carries on a business or profesésion,

(A) where theassessee being an individual, or any relative of such assessee, has a substantial
interest in the business or profession of that person; or

1. Ins. by Act 19 of 1968, s. 7 (w.e411968).

2.Subs. by Act40f1988 s . 2, -tfeoxr @iflfniccobtd88). (w. e . f . 1
3. Ins. by Act 23 of 2012, s. 12 (w.e.f412013).

4. Ins. by Act 7 of 2017, s. 15 (w.e.f412017).

5. Ins. by Act 23 of 2012, s. 12 (w.e.f412013).
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(B) where theassessee being a company, firm, association of persons or Hindu undivided
family, or any director obuch company, partner of such firm or member of the association or
family, or any relative of such director, partner or member, has a substantial interest in the
business or profession of that person.

Explanationd For the purposes of this sglction, a peson shall be deemed to have a substantial
interest in a business or professiory if,

(a) in a case where the business or profession is carried on by a company, such person is, at
any time during the previous year, the beneficial owner of shares (hotdbeings entitled to a
fixed rate of dividend whether with or without a right to participate in profits) carrying not less
than twenty per cent of the voting power; and

(b) in any other case, such person is, at any time during the previous year, bepeficiall
entitled to not less than twenty per cent of the profits of such business or profession.

[(3) Where the assessee incurs any expenditure in respect of which a payment or aggregate of
payments made to a person in a day, otherwise than by an account payee cheque drawn on a bank or
account payee bank draﬁpr use of electronic clearing systehrough a bank account, exceeds ten thousand
rupee$, no deduction shall be allowed in respect of such expenditure.

(3A) Where an allowance has been made in the assessment for any year in respect of any liability
incurred by the assessee for any expergliamd subsequently during any previous year (hereinafter
referred to as subsequent year) the assessee makes payment in respect thereof, otherwise than by al
account payee cheque drawn on a bank or account payee barifodrage of electronic clearing sem
through a bank account], the payment so made shall be deemed to be the profits and gains of business or
profession and accordingly chargeable to inctaxeas income of the subsequent year if the payment or
aggregate of payments made to a persordamyaexceed§ten thousand rupeks

Providedthat no disallowance shall be made and no payment shall be deemed to be the profits and
gains of business or profession under-seattion 8) and this sutsection where a payment or aggregate
of payments madeta person in a day, otherwise than by an account payee cheque drawn on a bank or
account payee bank draﬁpr use of electronic clearing system through a bank account, exceeds ten thousand
rupee$, in such cases and under such circumstances as magdoeilped, having regard to the nature and
extent of banking facilities available, considerations of business expediency and other relevant factors:]

*[Provided furthethat in the case of payment made for plying, hiring or leasing goods carriages, the
provisions of suksections §) and BA) shall have effect as if for the wordgen thousand rupepsthe
wor ds -fAdiitvhe rtthyousand rupeesd had been substituted

°[(4) Notwithstanding anything contained in any other law for the time being in force or in any
contract, where any payment in respect of any expenditure has to be n§ale dycount payee cheque
drawn on a bank or account payee bank dridi] use of electronic clearing system through a bank
account] in order that such expenditure may not balldised as a deduction under ssdxction 8), then
the payment may be made by such cheque or dfaft;electronic clearing system] and where the

1. Subs. by Act 18 of 2008, s. 11, for ssdxrtion 8) (w.e.f. £4-2009).

2 Subs. by Act 7 of 2017, s. 15-42008.r fAexceeds twenty thi
3. Ins. by s. 15pid. (w.e.f. 1:4-2018).

4. Subs. by s. 15hid., f o twenfy thousand rupegs ( w :4€018).. 1

5. Ins. by Act 33f 2009, s. 16 (w.e.f.-10-2009).

6. Ins. by Act 14 of 1969, s. 5 (w.e.f411969).

7

. Subs. by Act 29 of 2006, S . 9, for the words #fAa cr
(w.e.f. 137-20086).

8. Ins. byAct 7 of 2017, s. 15 (w.e.f-4-2018).
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payment is sanade or tendered, no person shall be allowed to raise, in any suit or other proceeding, a
pleabased on the ground that the payment was not made or tendered in cash or in any other manner.]

Ly * * * *

[(7) (@) Subject to the provisions of claus),(no deduction shall be allowed in respect of any
provision (whether called as such or by atlyer name) made by the assessee for the payment of gratuity
to his employees on their retirement or on termination of their employment for any reason.

(b) Nothing in claused) shall apply in relation to any provision made by the assessee for the purpose
of payment of a sum by way of any contribution towards an approved gratuity fund, or for the purpose of
payment of any gratuity, that has become payable during the previous year.

Explanationd For the removal of doubts, it is hereby declared that whergm@wsion made by the
assessee for the payment of gratuity to his employees on their retirement or termination of their
employment for any reason has been allowed as a deduction in computing the income of the assessee for
any assessment year, any sum pait of such provision by way of contribution towards an approved
gratuity fund or by way of gratuity to any employee shall not be allowed as a deduction in computing the
income of the assessee of the previous year in which the sum is so paid.]

3% * * * *

“[(9) No deduction shall be allowed in respect of any sum paid by the assessee as an employer
towards the setting up or formation of, or as contribution to, any fund, trust, company, association of
persons, body of individuals, society registeradar the Societies Registration Act, 1860 (21 of 1860),
or other institution for any purpose, except where such sum is so paid, for the purposes and to the extent
provided by or under clausé) ’[or clause ia)] or clause ) of subsection {) of sectbn 36, or as
required by or under any other law for the time being in force.

(10) Notwithstanding anything contained in ssiction 9), where the®[Assessing Officer] is
satisfied that the fund, trust, company, association of persons, body of indivisiogikty or other
institution referred to in that stdection has, before the 1st day of March, 188#a fidelaid out or
expended any expenditure (not being in the nature of capital expenditure) wholly and exclusively for the
welfare of the employees tiie assessee referred to in sglotion 9) out of the sum referred to in that
subsection, the amount of such expenditure shall, in case no deduction has been allowed to the assessee
in respect of such sum and subject to the other provisions of thidsdaeducted in computing the
income referred to in section #8the assessee of the previous year in which such expenditure is so laid
out or expended, as if such expenditure had been laid out or expended by the assessee.

(1) Where the assessee has,obefthe 1st day of March, 1984, paid any sum to any fund, trust,
company, association of persons, body of individuals, society or other institution referred to in
subsection 9), then, notwithstanding anything contained in any other law anyninstrument, he shall
be entitled

(i) to claim that so much of the amount paid by him as has not been laid out or expended by such
fund, trust, company, association of persons, body of individuals, society or other institution (such
amount being hereafter referred to as the unutilised amount) be repaid to him, and where any claim
is so made, the unutilised amount shall be repaid, as soon as may be, to him;

. Subsections %) and 6) omitted by Act 4 of 1988, s. 14 (w.e.f411989).

. Subs. by Act 27 of 1999, s. 23, for ssdxrtion {) (w.e.f. 24-2000).

. Subsection 8) omitted by Act 32 of 1985, s. 12 (w.e.f411986).

. Ins. by Act 21 of 1984, s. 10 (w.e.f411980).

. Ins. by Act 8 of 2011, s. 8 (w.e.£412012).

Subs. by Act 4 -toafx 109f8f8i,el-4888).(2w.feo.rf .fiiln c 0o me

o O WN B
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(i) to claim thatany asset, being land, building, machinery, plant or furniture acquired or
constructed by the fund, trust, company, association of persons, body of individuals, society or other
institution out of the sum paid by the assessee, be transferred to him, and where any claim is so made,
such asset shall be transferred, as soon as may hien.]

Ly * * * *

’[(13) No deduction or allowance shall be allowed in respect of any marked to market loss or other
expected loss, except as allowable under clausi) (of subsection {) of section 36.]

41. Profits chargeable to tax® 3[(1) Where an allowance or deduction has been made in the
assessment for any year in respect of loss, expenditure or trading liability incurred by the assessee
(hereinafter referred to as the firaentioned person) and subsequently during any previousyear,

(a) the firstmentioned person has obtained, whether in cash or in any other manner whatsoever,
any amount in respect of such loss or expenditure or some benefit in respect of such trading liability
by way of remission or cessation thereof, the amourgiméd by such person or the value of benefit
accruing to him shall be deemed to be profits and gains of business or profession and accordingly
chargeable to incomax as the income of that previous year, whether the business or profession in
respect of with the allowance or deduction has been made is in existence in that year or not; or

(b) the successor in business has obtained, whether in cash or in any other manner whatsoever,
any amount in respect of which loss or expenditure was incurred by thenéinstoned person or
some benefit in respect of the trading liability referred to in claapeby way of remission or
cessation thereof, the amount obtained by the successor in business or the value of benefit accruing to
the successor in business shaldeemed to be profits and gains of the business or profession, and
accordingly chargeable to incortex as the income of that previous year.

“[Explanation1.8 For the purposes of this ssbe ct i on the expression Al
benefitinrespct of any such trading liability by way c
remission or cessation of any liability by a unilateral act by the first mentioned person undera)lause (
the successor in business under clab}®f that sib-section by way of writing off such liability in his
accounts.]

Explanation’[2]d For the purposes ofthisssbe ct i on, fsucces&or in busi

(i) where there has been an amalgamation of a company with another company, the
amalgamated company;

(i) where the firsimentioned person is succeeded by any other person in that business or
profession, the other person;

(iii) where a firm carrying on a business or profession is succeeded by another firm, the other
firm;]

®[(iv) where there has been anderger, the resulting company.]
’[(2) Where any building, machinery, plant or furnitdre,

(a) which is owned by the assessee;

1. Subsection 12) omitted by Actl8 of 19925s. 17 (w.e.f.1-4-1993.)

2. Ins. by Act 13 of 2018, s. 11 (w.r.e.f412017).

3. Subs. by Act 18 of 1992, s. 18, for ssdrtion {) (w.e.f. 24-1993).

4. Ins. by Act 33 of 1996, s. 16 (w.e.f411997).

5. Explanationrenumbered aBxplanation2hereof by s. 16id. (w.e.f. 24-1997).
6. Ins. by Act 27 of 1999, s. 24 (w.e.f412000).

7.1ns. by Act 21 of 1998, s. 16 (w.e.£411998).
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(b) in respecbf which depreciation is claimed under claugeof subsection () of section 32;
and

(c) which was or has beearsed for the purposes of business,

is sold, discarded, demolished or destroyed and the moneys payable in respect of such building,
machinery, plant or furniture, as the case may be, together with the amount of scrap value, if any, exceeds
the written dowrvalue, so much of the excess as does not exceed the difference between the actual cost
and the written down value shall be chargeable to ingames income of the business of the previous

year in which the moneys payable for the building, machineryt ptafarniture became due.

Explanationd Where the moneys payable in respect of the building, machinery, plant or furniture
referred to in this subection become due in a previous year in which the business for the purpose of
which the building, machinerplant or furniture was being used is no longer in existence, the provision
of this subsection shall apply as if the business is in existence in that previous year.]

Ly * * * *

(3) Where an asset representing expenditure of a capital nature emtifiscresearch within the
meaning of[clause {v) of subsection {), or clause € of subsection 2B), of section 35], read with
clause 4) of section 43, is sold, without having been used for other purposes, and the proceeds of the sale
together withthe total amount of the deductions made under cla)s§ot, as the case may be, the
amount of the deduction under clausg Of subsection @), or claused) of subsection 2B), of section
35] exceed the amount of the capital expenditure, the exretsee amount of the deductions so made,
whichever is the less, shall be chargeable to inetaxes income of the business or profession of the
previous year in which the sale took place.

Explanationd Where the moneys payable in respect of any assatraéftéo in this sulsection
become due in a previous year in which the business is no longer in existence, the provisions of this
subsection shall apply as if the business is in existence in that previous year.

(4) Where a deduction has been alloweddspect of a bad debt or part of debt under the provisions
of clause ¥ii) of subsection () of section 36, then, if the amount subsequently recovered on any such
debt or part is greater than the difference between the debt or part of debt and thesaratiawed, the
excess shall be deemed to be profits and gains of business or profession, and accordingly chargeable to
incometax as the income of the previous year in which it is recovered, whether the business or profession
in respect of which the dadtion has been allowed is in existence in that year or not.

“[Explanationd For the purposes of sigection 8),8
(1) Amoneys payabled in respect of ady buildir
(a) any insurance, salvage or compensation mopayable in respect thereof;
(b) where the building, machinery, plant or furniture is sold, the price for which it is sold,

so, however, that where the actual cost of a motor car is, in accordance with the proviso td.clause (
section 43, taken to be énty-five thousand rupees, the moneys payable in respect of such motor car shall

be taken to be a sum which bears to the amount for which the motor car is sold or, as the case may be, the
amount of any insurance, salvage or compensation moneys payalgigpectrthereof (including the
amount of scrap value, if any) the same proportion as the amount of {fiventiyousand rupees bears to

1. Subsection RA) omitted by Act 46 of 1986, s. 7 (w.e.f411988).

2. Subs. by Act 44 of 1980, s. 11, for the words, bracketsd f i g u rie) ©f sifibsectiands e of{ secti on
(w.e.f. 1:4-1981).

3. Subs. by s. 11bid.f or f @) ohsubsextiof®) of secti A2 985)p. (Wael ferl1Quote
case may be, the amount oftbeduction under clausY 6 i nserted by Act 20 of 196
(w.e.f 1-4-1968).

4. Subs. by Act 46 of 1986, s. 7, for tBeplanation(w.e.f. 1:4-1988).

d p
7,
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the actual cospf the motor car to the assessee as it would have been computed before applying the said
proviso;

2 hdo includes a transfer by way of exchang:
the time being in force but does not include a transfer, in a scheme of amalgamation, of any asset by
the amalgamating company to the amalgamated company where tlgarmatad company is an
Indian company.]

[(4A) Where a deduction has been allowed in respect of any special reserve created and maintained
under clauseWii) of subsection () of section 36, any amount subsequently withdrawn from such special
reserve shihbe deemed to be the profits and gains of business or profession and accordingly be
chargeable to incoramx as the income of the previous year in which such amount is withdrawn.

Explanationd Where any amount is withdrawn from the special reserve ieaqus year in which
the business is no longer in existence, the provisions of thisestiion shall apply as if the business is in
existence in that previous year.]

(5) Where the business or profession referred to in this section is no longer in exiatahc
there is income chargeable to tax under-sedtion {), ** sub-section B8) , [subsection §) or
subsection 4A)] in respect of that business or profession, any loss, not being a loss sustained in
speculatiorf*** business, which arose in that business or profession during the previous year in which it
ceased to exist and which could not be set off against any other income of that previous year shall, so far
as may be, be set off against the income chargeata& t;mder the subections aforesaid.

°[(6) References in sukection 8) to any other provision of this Act which has been amended or
omitted by the Direct Tax Laws (Amendment) Act, 1987 shall, notwithstanding such amendment or
omission, be construed,rfthe purposes of that sigection, as if such amendment or omission had not
been made.]

42. Special provision for deductions in the case of business for prospecting, etc., for mineral
oil.d °[(1)] For the purpose of computing the profits or gains of any business consisting of the
prospecting for or extraction or production of mineral oils in relation to which the Central Government
has entered into an agreement with any person for[#ssociatn or participation of the Central
Government or any person authorised by it in such business] (which agreement has been laid on the Table
of each House of Parliament), there shall be made in lieu of, or in addition to, the allowances admissible
under thisAct, such allowances as are specified in the agreement in rélation

(a) to expenditure by way of infructuous or abortive exploration expenses in respect of any area
surrendered prior to the beginning of commercial production by the assessee;

(b) after thebeginning of commercial production, to expenditure incurred by the assessee,
whether before or after such commercial production, in respect of drilling or exploration activities or
services or in respect of physical assets used in that connection, @asegton which allowance for
depreciation is admissible undsaction 328+

°[Providedthat in relation to any agreement entered into after the 31st day of March, 1981, this
clause shall have effect subject to the modification that the words andsfiguiee x c e pt asset ¢
all owance for depreciation is admissible under

1. Ins. by Act 26 of 1997, s. 9 (w.e.f411998).

2. The words, bracketsn d f i g-sectiens), sulssectionA) domi tt ed by Act 4-68988.f 1986,

3. Subs. by Act 26sedidnf)l® 9(7wa-1898 9,1 for Aor sub

4. The words fior under the head Qmuefild-BB8).gai nso omitted b

5. Ins. by Act 4 of 1988, s. 126(w.e.f411989).

6. Section 42enumbered as stdection () thereof by Act 21 of 1998, s. 17 (w.e.f441999).

7. Subs. by Act 16 of 1981, S . 8, foof ithe &essodociadt iGon
(w.e.f. 1:4-1981).

8. The word i aibid(wv.eb¥il¥38t)ed bys. 8,

9. Ins. by s. 8ipid. (w.e.f. £4-1981)
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(c) to the depletiof mineral oil in the mining area in respect of the assessment year relevant to
the previous year in which commercial produatie begun and for such succeeding year or years as
may be specified in the agreement;

and such allowances shall be computed and made in the manner specified in the agreement, the other
provisions of this Act being deemed for this purpose to have beefi@dodi the extent necessary to give
effect to the terms of the agreement.

[(2) Where the business of the assessee consisting of the prospecting for or extraction or production
of petroleum and natural gas is transferred wholly or partly or any intaregth business is transferred
in accordance with the agreement referred to insadbion {), subject to the provisions of the said
agreement and where the proceeds of the transfer (so far as they consist of captal sums)

(@) are less than the expendéuincurred remaining unallowed, a deduction equal to such
expenditure remaining unallowed, as reduced by the proceeds of transfer, shall be allowed in respect
of the previous year in which such business or interest, as the case may be, is transferred,;

(b) exceed the amount of the expenditure incurred remaining unallowed, so much of the excess as
does not exceed the difference between the expenditure incurred in connection with the business or to
obtain interest therein and the amount of such expenditmaimang unallowed, shall be chargeable
to incometax as profits and gains of the business in the previous year in which the business or
interest therein, whether wholly or partly, had been transferred:

Providedthat in a case where the provisions of th&ise do not apply, the deduction to be allowed
for expenditure incurred remaining unallowed shall be arrived at by subtracting the proceeds of transfer
(so far as they consist of capital sums) from the expenditure remaining unallowed.

Explanationd Where he business or interest in such business is transferred in a previous year in
which such business carried on by the assessee is no longer in existence, the provisions of this clause shall
apply as if the business is in existence in that previous year;

(c) are not less than the amount of the expenditure incurred remaining unallowed, no deduction
for such expenditure shall be allowed in respect of the previous year in which the business or interest
in such business is transferred or in respect of any substemar or years:

’[Providedthat where in a scheme of amalgamation or demerger, the amalgamating or the
demerged company sells or otherwise transfers the business to the amalgamated or the resulting
company (being an Indian company), the provisiorthisfsubsectiord

(i) shall not apply in the case of the amalgamating or the demerged company; and

(ii) shall, as far as may be, apply to the amalgamated or the resulting company as they would
have applied to the amalgamating or the demerged compamy li&tter had not transferred the
business or interest in the business.]]

jExplanatond For the purposes of this section, i mi
gas.]

1. Ins. by Act 21 0f 1998, s. 17 (w.e.f411999).
2. Subs. by Act 2@Brofi $06812Q0%.se. 25, 1for @At he
3. Ins. by Act 16 of 1981, s. 8 (w.e.f411981).
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43. Definitions of certain terms relevant to income from profits and gains of busiess or
professiond In section 28 to 4and in this section, unless the context otherwise re@uires

(1 nactual costo means the actual cost of 't he
cost thereof, if any, as has been met directly oréatly by any other person or authority:

[Providedthat where the actual cost of an asset, being a motor car which is acquired by the
assessee after the 31st day of March, 129,65ut before the 1st day of March, 1975,] and is used
otherwise than in @usiness of running it on hire for tourists, exceeds twiwgythousand rupees,
the excess of the actual cost over such amount shall be ignored, and the actual cost thereof shall be
taken to be twentfive thousand rupees:]

3Provided further that wherthe assessee incurs any expenditure for acquisition of any asset or
part thereof in respect of which a payment or aggregate of payments made to a person in a day,
otherwise than by an account payee cheque drawn on a bank or an account payee baniselrafft or u
electronic clearing system through a bank account, exceeds ten thousand rupees, such expenditure
shall be ignored for the purposes of determination of actual cost.]

Explanation1.0 Where an asset is used in the business after it ceases to be used for scientific
research related to that business and a deduction has to be maddaleage {j) of subsection ()]
of section 324n respect of that asset, the actual cost of the &s¢lé assessee shall be the actual cost to
the assessee as reduced by the amount of any deduction allowed underivaafssufsection {)
of section 3%r under any corresponding provision of the Indian InctemeAct, 1922 (11 of 1922).

*[Explanatioy 1A.8 Where a capital asset referred to in clause) (of section 28 is used for the
purposes of business or profession, the actual cost of such asset to the assessee shall be the fair marke
value which has been taken into account for the purposes sdithelause.]

®[Explanation2.d Where an asset is acquired by the assessee by way of gift or inheritance, the actual
cost of the asset to the assessee shall be the actual cost to the previous owner, as &duced by

(a) the amount of depreciation actuallyoated under this Act and the corresponding provisions
of the Indian Incomaax Act, 1922 (11 of 1922), in respect of any previous year relevant to the
assessment year commencing before the 1st day of April, 1988; and

(b) the amount of depreciation that idinave been allowable to the assessee for any assessment
year commencing on or after the 1st day of April, 1988, as if the asset was the only asset in the
relevant block of assets.]

Explanation3.0 Where, before the date of acquisition by the assesseassiets were at any time
used by any other person for the purposes of his business or profession §Addbssing Officdris
satisfied that the main purpose of the transfer of such assets, directly or indirectly to the assessee, was the
reduction of diability to incometax (by claiming depreciation with reference to an enhanced cost), the
actual cost to the assessee shall be such an amount pasthessing Offic§rmay, with the previous
approval of th&[Joint Commissionerjdetermine having regatd all the circumstances of the case.

. Ins. by Act 20 of 1967, s. 33 and the Third Schedule (w-@-f1968).
. Ins. by Act 25 of 1975, s. 7 (w.e.f411975).
. Ins. by Act 7 of 2017, s. 16 (w.e.£412018).
Subs. by Act 46 i)pcfausdi(9 @ @auseifi).or sBbsectiorol) or subskecdom g4 o ( ( wd-e . f . 1
1988).
. Ins. by Act 13 of 2018, s. 12 (w.e.f412019).
. Subs. by Act 46 of 1986, s. 8, f6xplanation2 (w.e.f. £4-1988).
Subs. by Act 4 -todx 10f88i, c41988)2(wf@rf Al hcome
Subs. by Act 21 of 1998, s101®8). for fADeputy Commi ssione
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[Explanation4.8 Where any asset which had once belonged to the assessee and had been used by
him for the purposes of his business or profession and thereafter ceased to be his property by reason of
transfer omtherwise is reacquired by him, the actual cost to the assessee sBall be

(i) the actual cost to him when he first acquired the asset as reduted by

(@) the amount of depreciation actually allowed to him under this Act or under the
corresponding provisns of the Indian Incomtax Act, 1922 (11 of 1922), in respect of any
previous year relevant to the assessment year commencing before the 1st day of April, 1988; and

(b) the amount of depreciation that would have been allowable to the assessee for any
asessment year commencing on or after the 1st day of April, 1988, as if the asset was the only
asset in the relevant block of assets; or

(i) the actual price for which the asset isapgjuired by him,
whichever is less.]

’[Explanation4A.8 Where before thelate of acquisition by the assessee (hereinafter referred to as
the first mentioned person), the assets were at any time used by any other person (hereinafter referred to
as the second mentioned person) for the purposes of his business or professiopracidtida
allowance has been claimed in respect of such assets in the case of the second mentioned person and suc
person acquires on lease, hire or otherwise assets from the first mentioned person, then, notwithstanding
anything contained i&xplanation 3,the actual cost of the transferred assets, in the case of first
mentioned person, shall be the same as the written down value of the said assets at the time of transfer
thereof by the second mentioned person.]

Explanation5.0 Where a building previoushhe property of the assessee is brought into use for the
purpose of the business or profession after the 28th day of February, 1946, the actual cost to the assesses
shall be the actual cost of the building to the assessee, as reduced by an amountherjdapteciation
calculated at the rate in force on that date that would have been allowable had the building been used for
the aforesaid purposes since the date of its acquisition by the assessee.

[Explanation 6.8 When any capital asset is transferred éyolding company to its subsidiary
company or by a subsidiary company to its holding company, then, if the conditions of olauseds
the case may be, of clausg 6f section 47re satisfied, the actual cost of the transferred capital asset to
thetransfereecompany shall be taken to be the same as it would have been if the tracsfepany had
continued to hold the capital asset for the purposes of its business.]

“[Explanation 7.6 Where, in a scheme of amalgamation, any capital asset is tradsfeyrthe
amalgamating company to the amalgamated company and the amalgamated company is an Indian
company, the actual cost of the transferred capital asset to the amalgamated company shall be taken to be
the same as it would have been if the amalgamabngpany had continued to hold the capital asset for
the purposes of its own business.]

1. Subs. by Act 46 of 1986, s. 8, fBxplanation8 (w.e.f. £4-1988).
2. Ins. by Act 33 of 996, s. 17 (w.e.f.-10-1996).

3. Ins. by Act 10 of 1965, s. 14 (w.e.f411965).

4. Ins. by Act 20 of 1967, s. 16 (w.e.f411967).
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[Explanation7A.8 Where, in a demerger, any capital asset is transferred by the demerged company
to the resulting company and the resulting company is an Indian comibenyctual cost of the
transferred capital asset to the resulting company shall be taken to be the same as it would have been if
the demerged company had continued to hold the capital asset for the purpose of its own business:

Providedthat such actual @ shall not exceed the written down value of such capital asset in the
hands of the demerged company.]

’[Explanation8.8 For the removal of doubts, it is hereby declared that where any amount is paid or is
payable as interest in connection with the actjaisiof an asset, so much of such amount as is relatable
to any period after such asset is first put to use shall not be included, and shall be deemed never to have
been included, in the actual cost of such asset.]

3 Explanation9.8 For the removal of doust it is hereby declared that where an asset is or has been
acquired on or after the 1st day of March, 1994 by an assessee, the actual cost of asset shall be reduced b
the amount of duty of excise or the additional duty leviable under section 3 of ttemSuRariff Act,

1975 (51 of 1975) in respect of which a claim of credit has been made and allowed under the Central
Excise Rules, 1944.]

“[Explanation103 Where a portion of the cost of an asset acquired by the assessee has been met
directly or indirectlyby the Central Government or a State Government or any authority established under
any law or by any other person, in the form of a subsidy or grant or reimbursement (by whatever name
called), then, so much of the cost as is relatable to such subsidgnbrog reimbursement shall not be
included in the actual cost of the asset to the assessee:

Providedthat where such subsidy or grant or reimbursement is of such nature that it cannot be
directly relatable to the asset acquired, so much of the amounh wkigrs to the total subsidy or
reimbursement or grant the same proportion as such asset bears to all the assets in respect of or with
reference to which the subsidy or grant or reimbursement is so received, shall not be included in the
actual cost of thasset to the assessee.]

[Explanation118 Where an asset which was acquired outside India by an assessee, being a non
resident, is brought by him to India and used for the purposes of his business or profession, the actual cost
of the asset to the assesshall be the actual cost to the assessee, as reduced by an amount equal to the
amount of depreciation calculated at the rate in force that would have been allowable had the asset been
used in India for the said purposes since the date of its acquisittbe bssessee.]

’[Explanation 128 Where any capital asset is acquired by the assessee under a scheme for
corporatisation of a recognised stock exchange in India, approved by the Securities and Exchange Board
of India established under section 3 of tecurities and Exchange Board of India Act, 1992 (15 of
1992), the actual cost of the asset shall be deemed to be the amount which would have been regarded as
actual cost had there been no such corporatization.]

1. Ins. by Act 270f 1999, s. 26 (w.e.f412000).
2. Ins. by Act 23 of 1986, s. 9 (w.e.f411974).

3. Ins. by Act 21 51998, s. 18 (w.e.f.-#1-1994).
4. Ins. by s. 18bid. (w.e.f. £4-1999).

5. Ins. by Act 14 of 2001, s. 26 (w.e.f412002).
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Explanation13.8 The actual cost of any cigl asset on which deduction has been allowed or is
allowable to the assessee under section 35AD, shall be treatdtidas

(a) in the case of such assessee; and

(b) in any other case if the capital asset is acquired or recéived,
(i) by way of giftor will or an irrevocable trust;
(i) on any distribution on liquidation of the company; and

(iii ) by such mode of transfer as is referred to in clauyedvj, (v), (vi), (vib), 2[(xiii), (xiiib)
and iv)] of section 47

¥Provided that where angapital asset in respect of which deduction or part of deduction allowed
under section 35AD is deemed to be the income of the assessee in accordance with the provisions of sub
section {B) of the said section, the actual cost of the asset to the asseakdm ¢he actual cost to the
assessee, as reduced by an amount equal to the amount of depreciation calculated at the rate in force tha
would have been allowable had the asset been used for the purpose of business since the date of its
acquisition.]

(2Aapai do means actually paid or incurred accor
which the profits or gains are computed under th

(©)) Aplanto includes shi @mswtys avdestrgical leqipment hsedfér she s c
purposes of the business or professitnit does not include tea bushes or livestjok]buildings or
furniture and fittings];

@@ nAscientific researchod means athgfieldsotnatwal t i e s
or applied science including agriculture, animal husbandry or fisheries;

(i) references to expenditure incurred on scientific research include all expenditure incurred for the
prosecution, or the provision of facilities for the mragtion, of scientific research, but do not include any
expenditure incurred in the acquisition of rights in, or arising out of, scientific research;

(i) references to scientific research related to a business or class of busines8 include

(a) any scierific research which may lead to or facilitate an extension of that business or, as the
case may be, all businesses of that class;

(b) any scientific research of a medical nature which has a special relation to the welfare of
workers employed in that busseeor, as the case may be, all businesses of that class;

(5 fAspeculative transactiond means a transact.i
commodity, including stocks and shares, is periodically or ultimately settled otherwise ttrendnyual
delivery or transfer of the commodity or scrips:

Providedthat for the purposes of this cladse

(a) a contract in respect of raw materials or merchandise entered into by a person in the course of
his manufacturing or merchanting business to dj@ainst loss through future price fluctuations in
respect of his contracts for actual delivery of goods manufactured by him or merchandise sold by
him; or

1. Ins. by Act 33 of 2009, s. 17 (w.e.f412010).

2. Subs. by Act Jijandffiv) @ 01 w42014) . 1B, for
3. The proviso ins by Act 7 of 2017, s. 16 (w.e:#-2018).

4. Ins. by Act 22 of 1995, s. 12 (w.e.f411962).

5. Ins. by Act 32 of 2003, s. 20 (w.e.f412004).
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(b) a contract in respect stocks and shares entered into by a dealer or investor therein do guar
against loss in his holdings of stocks and shares through price fluctuations; or

(c) a contract entered into by a member of a forward market or a stock exchange in the course of
any transaction in the nature of jobbing or arbitrage to guard against loss which may arise in the
ordinary course of his business as such memjst;

'[(d) an eligible transaction in respect of trading in derivatives referred to in cl(=€)] of
section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956) carried out in a recognised
stock exchangéfor]]

¥(e) an eligibletransaction in respemf trading in commodity derivatives carried out in a
recognised associatidh which is chargeable to commodities transaction tax under Chapter VIl of
the Finance Act, 2013 (17 of 2013),]

shall not be deemed to be a speculative transaction.

*[Provided firther that for the purposes of claus® ¢f the first proviso, in respect of trading in
agricultural commodity derivatives, the requirement of chargeability of commodity transaction tax under
Chapter VII of the Finace Act, 2013 shall not apply.

! [°[Explanation1].8 For the purposes dfclause ()], the expressiors
)Aeligible transactdond means any transacti o

(A) carried out electronically on screbased systems through a stock broker ortsoker or
such other intermediary registered undection 12 of the Securities and Exchange Board of
India Act, 1992 (15 of 1992) in accordance with the provisions of the Securities Contracts
(Regulation) Act, 1956 (42 of 1956) or the Securities and Exchange Board of India Act, 1992 (15
of 1992) or the Bpositories Act, 1996 (22 of 1996) and the rules, regulations dlalmgemade
or directions issued under those Acts or by banks or mutual funds on a recognised stock
exchange; and

(B) which is supported by a time stamped contract note issued by suchbsbéek or
subbroker or such other intermediary to every client indicating in the contract note the unique
client identity number allotted under any Act referred to indalise ) and permanent account
number allotted under this Act;

(i) Amecseg stock exchanged means a recdohised
section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of 1956) and which fulfils such
conditions as may be prescribed and notifigdhe Central Governmefur this purposég

¥ Explanation2.d For the purposes of clauss),(the expressioids

() Aicommodity derivativeo shal/l have the meart
Finance Act, 2013;

. Ins. by Act 18 of 2005, s. 14 (w.e.f412006).

. Subs. by Act 21 of 2006, s. 1,0 ra)  ( ( w4-2006) . 1

. Ins. by Act 17 of 2013, s. 9 (w.e.f412014).

Subs. by Act 25 of 2014, s-42014p, for MArecognised associ
. Ins. by Act 13 of 2018, s. 12 (w.e.f412019).

. TheExplanationrenumbered aExplanationl by Act 17 of 2013s. 9 (w.e.f. 14-2014).

. Subs. by s. 9bid. ithis c4201Bseod0 (w. e. f. 1

. Ins. by s. 9ibid. (w.e.f. £4-2014).

O~NOO U WN P
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(i)Ael i gi bl @€ mepansaangohransacti on,

(A) carried out electronically on screbased systems through member or an intermediary,
registered under the byaws, rules and regulations of the recognised association for trading in
commodity derivative in accordance with the provisions of the Forwardr&xs (Regulation)
Act, 1952 (74 of 1952) and the rules, regulations orlayes made or directions issued under that
Act on a recognised association; and

(B) which is supported by a time stamped contract note issued by such member or
intermediary to ewy client indicating in the contract note, the unique client identity number
allotted under the Act, rules, regulations or 4gws referred to in sublause Q), unique trade
number and permanent account number allotted under this Act;

(iii) irecocepgmiciead i and means a recoghisejlofassoc
section 2 of the Forward Contracts (Regulation) Act, 1952 (74 of 1952) and which fulfils such
conditions as may be prescrilsd is notified by the Central Gavenent for this purpose;]

6) nAwritten dédwn valued means
(a) in the case of assets acquired in the previous year, the actual cost to the assessee;

(b) in the case of assets acquired before the previous year, the actual cost to the assessee less all
depreciation actually allowed to him under this Act, or under the Indian Intapmé&ct, 1922 (11 of
1922), or any Act repealed by that Act, or under any executive orders issued when the Indian Income
tax Act, 1886 (2 of 1886), was in force:

[Providedthat in determining the written down value in respect of buildings, machinery or plant
for the purposes of clausi)(of subsection L) ofsection32 fAdepr eci ati on actuas
not include depreciation allowed under stibuses d), (b) and €) of clause ¥i) of subsection ) of
section 10 of the Indian Incomtax Act, 1922 (11 of 1922), where such depreciation was not
deductible in determining the written down value for the purposes of the said alse (

?[(c) in the case of any block aksets)

(i) in respect of any previous year relevant to the assessment year commencing on the 1st day
of April, 1988, the aggregate of the written down values of all the assets falling within that block
of assets at the beginning of the previous yeaangdted)

(A) by the increase by the actual cost of any asset falling within that block, acquired
during the previous year,

(B) by the reduction of the moneys payable in respect of any asset falling within that
block, which is sold or discarded or demsbked or destroyed during that previous year
together with the amount of the scrap value, if any, so, however, that the amount of such
reduction does not exceed the written down value as so increased; and

¥(C) in the case of a slump sale, decrease by theabcost of the asset falling within
that block as reducéd

(a) by the amount of depreciation actually allowed to him under this Act or under the
corresponding provisions of the Indian Incetag Act, 1922 (11 of 1922) in respect of
any previous year revant to the assessment year commencing before the 1st day of
April, 1988; and

1. Ins. by Act 15 of 1965, s. 6 (w.e.£411962).
2. Ins. by Act 46 of 1986, s. 8 (w.e.£411988.
3. Ins. by Act 27 of 1999, s. 26 (w.e.f412000).
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(b) by theamount of depreciation that would have been allowable to the assessee for
any assessment year commencing on or after the 1st day of April, 1988 as if the asset was
the only asset in the relevant block of assets, so, however, that the amount of such
decreae does not exceed the written down value;]

(if) in respect of any previous year relevant to the assessment year commencing on or after
the 1st day of April, 1989, the written down value of that block of assets in the immediately
preceding previous year asduced by the depreciation actually allowed in respect of that block
of assets in relation to the said preceding previous year and as further adjusted by the increase or
the reduction referred to in iter).{

Explanation1.d When in a case of successionbusiness or profession, an assessment is made on
the successor under sabction ) of section 17@he written down[value of any asset or any block of
assets] shall be the amount which would have been taken as its written down value if the asBadsment
been made directly on the person succeeded to.

’[Explanation2.d Where in any previous year, any block of assets is trans@rred,

(a) by a holding company to its subsidiary company or by a subsidiary company to its holding
company and the conditions ofause i) or, as the case may be, of claugk df section 47are
satisfied; or

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

then, notwithstanding anything cairied in clausel), the actual cost of the block of assets in the case of

the transfereeompany or the amalgamated company, as the case may be, shall be the written down value
of the block of assets as in the case of the transéempany or the amalgaating company for the
immediately preceding previous year as reduced by the amount of depreciation actually allowed in
relation to the said preceding previous year.]

¥[Explanation 2A.8 Where in any previous year, any asset forming part of a block of dssets
transferred by a demerged company to the resulting company, then, notwithstanding anything contained
in clause 1), the written down value of the block of assets of the demerged company for the immediately
preceding previous year shall be reduced by’pveitten down value of the assets] transferred to the
resulting company pursuant to the demerger.

Explanation2B.d Where in a previous year, any asset forming part of a block of assets is transferred
by a demerged company to the resulting company, tiwwjthstanding anything contained in clausg (
the written down value of the block of assets in the case of the resulting company shafi[ettae
down value of the transferred ass¥t] of the demerged company immediately before the demerger.

1. Subs. by Act 46 of 1-8Mm88). s. 8, for fiany asseto (w.e.f.
2. Subs. by s. 8bid., for Explanation2 andExplanation2A (w.e.f. 14-1988).

3. Ins. by Act 27 of 1999, s. 26 (w.e.f412000)

4 . Subs. by Act 10 of 2000, 3:4-2009., for fibook value of t h
5. Subs. by s. 1%id.,f or fAval ue of the assets as «ApP@W@&ar i ng in the bo
6. The words fias appear i ngAct32of200Zs. POqoefd-2004). account o omit:
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[Explanation2C.d Where in any previous year, any block of assets is transferred by a private
company or unlisted public company to a limited liability partnership and the conditions specified in the
proviso to clause x{iib) of section 47are satisfied,then, notwithstanding anything contained in
clause 1), the actual cost of the block of assets in the case of the limited liability partnership shall be the
written down value of the block of assets as in the case of the said companydatetbéconversion of
the company into the limited liability partnership.]

2% * * * *

Explanation3.0 Any allowance in respect of any depreciation carried forward undesestton 2)
ofsection3% hal |l be deemed to beddepreciation factual

}Explanatondd For the purposes of this clause, the e:
have the same meanings as inExplanationbelow subsection 4) of section 41]

“[Explanation5.5 Where in a previous year, any asset forming past lofbck of assets is transferred
by a recognised stock exchange in India to a company under a scheme for corporatisation approved by the
Securities and Exchange Board of India established under section 3 of the Securities and Exchange Board
of India Act, 0892 (15 of 1992), the written down value of the block of assets in the case of such company
shall be the written down value of the transferred assets immediately before such transfer.]

°[Explanation6.5 Where an assessee was not required to computetaisncome for the purposes
of this Act for any previous year or years preceding the previous year relevant to the assessment year
under consideratiod,

(a) the actual cost of an asset shall be adjusted by the amount attributable to the revaluation of
sleh asset, if any, in the books of account;

(b) the total amount of depreciation on such asset, provided in the books of account of the
assessee in respect of such previous year or years preceding the previous year relevant to the
assessment year under ddesation shall be deemed to be the depreciation actually allowed under
this Act for the purposes of this clause; and

(c) the depreciation actually allowed under claubg ghall be adjusted by the amount of
depreciation attributable to such revaluatiothef asset.]

®[Explanation7.d For the purposes of this clause, where the income of an assessee is derived, in part
from agriculture and in part from business chargeable to indomex under the head AP
business or pr onfyevaiiten down valde ofrassetscacgpired before the previous year,
the total amount of depreciation shall be computed as if the entire income is derived from the business of
the assessee wunder the head APr of thé deprexiatdn sgai ns
computed shall be deemed to be the depreciation actually allowed under this Act.]

1. Ins. by Act 14 of 2010, s. 13 (w.e.f412011).

2. The proviso omitted by Act 10 of 2000, s. 19 (w.e-4-2000).
3. Ins. by Act 46 of 1986, s. 8 (w.e4411988).

4. Ins. by Act 14 of 2001, s. 26 (w.e.f412002).

5. Ins. by Act 18 of 2008, s. 12 (w.e.f412003).

6. Ins. by Act 33 of 2009, s. 17 (w.e.f412010).
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143A. Special provisions consequential to changes in rate of exchange ofcurrendy.
Notwithstanding anything contained in any other provision of this where an assessee has acquired
any asset in any previous year from a country outside India for the purposes of his business or profession
and, in consequence of a change in the rate of exchange during any previous year after the acquisition of
such assethere is an increase or reduction in the liability of the assessee as expressed in Indian currency
(as compared to the liability existing at the time of acquisition of the asset) at the time of making
paymend

(a) towards the whole or a part of the cokthe asset; or

(b) towards repayment of the whole or a part of the moneys borrowed by him from any person,
directly or indirectly, in any foreign currency specifically for the purpose of acquiring the asset along
with interest, if any,

the amount by whit the liability as aforesaid is so increased or reduced during such previous year and
which is taken into account at the time of making the payment, irrespective of the method of accounting
adopted by the assessee, shall be added to, or, as the case deabied frod

(i) the actual cost of the asset as defined in clal)s&f Gection 43; or

(i) the amount of expenditure of a capital nature referred to in clagsef Gubsection {) of
section 35; or

(iii) the amount of expenditure of a capitature referred to in section 35A; or

(iv) the amount of expenditure of a capital nature referred to in clagsef Gubsection {) of
section 36; or

(v) the cost of acquisition of a capital asset (not being a capital asset referred to in sedton 50)
the purposes of section 48,

and the amount arrived at after such addition or deduction shall be taken to be the actual cost of the asset
or the amount of expenditure of a capital nature or, as the case may be, the cost of acquisition of the
capital asst as aforesaid:

Providedthat where an addition to or deduction from the actual cost or expenditure or cost of
acquisition has been made under this section, as it stood immediately before its substitution by the
Finance Act, 2002, on account of an inceeas reduction in the liability as aforesaid, the amount to be
added to, or, as the case may be, deducted under this section from, the actual cost or expenditure or cost
of acquisition at the time of making the payment shall be so adjusted that thentmtialt @dded to, or, as
the case may be, deducted from, the actual cost or expenditure or cost of acquisition, is equal to the
increase or reduction in the aforesaid liability taken into account at the time of making payment.

Explanationl1.d In this sectionunless the context otherwise requides,

@ irate of exchangedo means the rate of exc
Government for the conversion of Indian currency into foreign currency or foreign currency into
Indian currency;

() Afemueirgmcyo and Al ndian currencyo have th
section 2 of the Foreign Exchange Management Act, 1999 (42 of 1999).

Explanation2.0 Where thewhole or any part of the liability aforesaid is met, not by the assessee,
but, directly or indirectly, by any other person or authority, the liability so met shall not be taken into
account for the purposes of this section.

1. Subs. by Act 20 of 2002, s. 21, for section 43A (w.e4-2D03).
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Explanation3.0 Where the assessee has entered into a contract with an authorised dealer as defined
in section2 of the Foreign Exchange Management Act, 1999 (42 of 1999), for providing him with a
specified sum in a foreign currency on or after a stipulated future date at the rate of exchange specified in
the contract to enable him to meet the whole or any pahedfability aforesaid, the amount, if any, to be
added to, or deducted from, the actual cost of the asset or the amount of expenditure of a capital nature or,
as the case may be, the cost of acquisition of the capital asset under this section sisakcinof so
much of the sum specified in the contract as is available for discharging the liability aforesaid, be
computed with reference to the rate of exchange specified therein.]

[43AA. Taxation of foreign exchange fluctuatiord (1) Subject to theprovisions of section 43A,
any gain or loss arising on account of any change in foreign exchange rates shall be treated as income or
loss, as the case may be, and such gain or loss shall be computed in accordance with the income
computation and disclosusgandards notified under ssglction R) of section 145.

(2) For the purposes of stdection (), gain or loss arising on account of the effects of change in
foreign exchange rates shall be in respect of all foreign currency transactions, includingelidirsg r
tod

(i) monetary items and nemonetary items;

(i) translation of financial statements of foreign operations;
(iii) forward exchange contracts;

(iv) foreign currency translation reserves.]

’[43B. Certain deductions to be only on actual paymend. Notwithstanding anything contained in
any other provision of this Act, a deduction otherwise allowable under this Act in respect of

%(a) any sum payable by the assessee by way of tax, duty, cess or fee, by whatever name called,
under any law for the timieeing in force, or]

(b) any sum payable by the assessee as an employer by way of contribution to any provident fund
or superannuation fund or gratuity fund or any other fund for the welfare of empljpees,

“I(c) any sunreferred to in clausei] of subsection {) of section 36,j[or]

°[(d) any sum payable by the assessee as interest on any loan or borrowing from any public
financial institution’[or a State financial corporation or a State industrial investment corporation], in
accordance with theerms and conditions of the agreemégoverning such loan or borrowing; or]

¥(e) any sum payable by the assessee as interest ofjl@ary or advances] from a scheduled
bank *[or a ceoperative bank other than a primary agricultural credit society @riraary
co-operative agricultural and rural development bank] in accordance with the terms and conditions of
the agreement governidgsuch loan or advancesf[or]

Y[(f) any sumpayable by the assessee as an employer in lieu of any lettve aidit of his
¥ employeepr]]

[(g) any sum payable by the assessee to the Indian Railways for the use of railway assets,]

. Ins. by Act 13 of 2018, s. 13 (w.r.e.f412017).

.Ins. by Act 110f 1983, s. 18 (we.f.-1-1984).

. Subs. by Act 26 of 1988, s. 12, for clauagp({v.e.f. 14-1989).

. Ins. by Act 4 of 1988, s. 15 (w.e.£4:1989).

. Ins. by Act 26 of 1988, s. 12 (w.e.f411989).

. Ins. by Act 12 of 1990, s. 13 (w.e.£411991).

Subs. by Act 33 of 1996, s. 18,-41997). Agoverning such | o
. Ins. by s. 18ibid. (w.e.f. £4-1997).

Subs. by Act 32 of 204@3004).s. 21, for fAterm loano (w.e.f
10. Ins. by Act 7 of 2017, s. 17 (w.e.£4:2018.

11 Subs. by Act 32 of 20@3004).s. 21, for fAsuch |l oano (w.e.
12. Ins. by Act 14 of 2001, s. 27 (w.e.f412002).

133 Subs. by Act 28 of 20 162017s. 23, for Aemployeed ( w. e.
14. Ins. by s. 23ibid. (w.e.f. £4-2017).
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shall be allowedirrespective of the previous year in which the liability to pay such sum was incurred by
the assessee accardito the method of accounting regularly employed by him) only in computing the
income referred to in section @8that previous year in which such sum is actually paid by him:

Y[Providedthat nothing contained in this section shall apply in relation to any?%tinwhich is
actually paid by the assessee on or before the due date applicable in his case for furnishing the return of
income under subection {) of section 139n respect of th previous year in whichthe liability to pay
such sum was incurred as aforesaid and the evidence of such payment is furnished by the assessee alon
with such return.

3% * * * *]

Explanation’[1].8 For the removal of doubts, it is hereby declateat where a deduction in respect
of any sum referred to in clausa) (or clause lf) of this section is allowed in computing the income
referred to in section 28 the previous year (being a previous year relevant to the assessment year
commencing on thést day of April, 1983, or any earlier assessment year) in which the liability to pay
such sum was incurred by the assessee, the assessee shall not be entitled to any deduction under thi
section in respect of such sum in computing the income of the peeyéar in which the sum is actually
paid by him:]

°[Explanation2.d For the purposes ofclaus®(, as i n force at all mater
means a sum for which the assessee incurred liability in the previous year even though such sum might
not have been payable within that year under the relevant law.]

*[Explanatiori[3].8 For the removal of doubts it is hereby declared that where a deduction in respect
of any sum referred to in clauseor clause @)] of this section is allowed in computirtge income
referred to in section 28 the previous year (being a previous year relevant to the assessment year
commencing on the 1st day of April, 1988, or any earlier assessment year) in which the liability to pay
such sum was incurred by the assesti®eassessee shall not be entitled to any deduction under this
section in respect of such sum in computing the income of the previous year in which the sum is actually
paid by him.]

[Explanation3A.8 For the removal of doubts, it is hereby declared theres a deduction in respect
of any sum referred to in clause) (of this section is allowed in computing the income referred to in
section 28f the previous year (being a previous year relevant to the assessment year commencing on the
1st day of April, 1996, or any earlier assessment year) in which the liability to pay such sum was incurred
by the assessee, the assessee shall not be entitled to any deduction under this section in respect of sucl
sum in computing the income of the previous year in whietstim is actually paid by him.]

Y Explanation3B.d For the removal of doubts, it is hereby declared that where a deduction in
respect of any sum referred to in clauBef this section is allowed in computing the income, referred to
in section 28, of therevious year (being a previous year relevant to the assessment year commencing on
the 1st day of April, 2001, or any earlier assessment year) in which the liability to pay such sum was
incurred by the assessee, the assessee shall not be entitlededwetiod under this section in respect of
such sum in computing the income of the previous year in which the sum is actually paid by him.]

. Ins. byAct 11 of 1987, s. 10 (w.e.f-4-1988).

The words fir ed) er claegsés d)t oo clause @) orl ctause § 0 ( omi t t ed by Act 3
s. 21 (w.e.f. 14-2004).

. The second proviso omitted by s. Bild. (w.e.f 1-4-2004).

. TheExplanationnumbered a&xplanationl thereof by Act 4 of 1988, s. 15 (w.e.f411989).
. Ins. by Act 13 of 1989, s. 9 (w.e.f411984).

. Ins. by Act 4 of 1988, s. 15 (w.e411989).

. Explanation2 renumbered aSxplanation3 thereof by Act 13 of 1989, s. 9 (w.e.f411984).
. Ins. by Act 26 of 1988, s. 12 (w.e.f411989).

. Ins. by Act 33 of 1996, s. 18 (w.e.f411997).

0.Ins. by Act 14 of 2001, s. 27 (w.e.£412002).
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Explanation3C.8 For the removal of doubts, it is hereby declared that a deduction of any sum,
being interest payablunder claused] of this section, shall be allowed if such interest has been actually
paid and any interest referred to in that clause which has been converted into a loan or borrowing shall not
be deemed to have been actually paid.]

’[Explanation3D.8 Far the removal of doubts, it is hereby declared that a deduction of any sum,
being interest payable under clausedf this section, shall be allowed if such interest has been actually
paid and any interest referred to in that clause which has been eshved a loan or advance shall not
be deemed to have been actually paid.]

3Explanation4.d For the purposes of this sectidn,

@ Aipublic financi al institutionsod shall hav
Companies Act, 1956 (1 of 1956);

fadd fAscheduled banko shall hExplaeatiantb dausmigé)amn i n g
subsection §) of section 11;]

(b) iState financi al corporationd means a fir
section 3A or an institutionotified under section 46 of the State Financial Corporations Act, 1951
(63 of 1951);

(0 AState industri al i nvestment <corporationo
of section 617 of the Companies Act, 1956 (1 of 1956), engaged in the busimeesgiding long
term finance for industrial projects afeligible for deduction under clauseii{) of subsection ()
ofsection 36]

°(d) foperati ve banko, pri mary agr i c-operatver a | C
agriculturaland ruraldevl o pment banko shall have the meanin
Explanationto subsection §) of section 80P.]

’[43C. Special provision for computation of cost of acquisition of certain asseis(1) Where an
asset [not being an asset referredn subsection 2) of section 45] which becomes the property of an
amalgamated company under a scheme of amalgamation, is sold after the 29th day of February, 1988, by
the amalgamated company as stockrade of the business carried on by it, the cbsicquisition of the
said asset to the amalgamated company in computing the profits and gains from the sale of such asset
shall be the cost of acquisition of the said asset to the amalgamating company, as increased by the cost, if
any, of any improvement ade thereto, and the expenditure, if any, incurred, wholly and exclusively in
connection with such transfer by the amalgamating company.

(2) Where an asset [not being an asset referred to isexttibn @) of section 45] which becomes the
property of theassessee on the total or partial partition of a Hindu undivided family or under a gift or will
or an irrevocable trust, is sold after the 29th day of February, 1988, by the assesseeiadratielof
the business carried on by him, the cost of acqorsitif the said asset to the assessee in computing the
profits and gains from the sale of such asset shall be the cost of acquisition of the said asset to the
transferor or the donor, as the case may be, as increased by the cost, if any, of any improaement
thereto, and the expenditure, if any, incurred, wholly and exclusively in connection with such transfer (by
way of effecting the partition, acceptance of the gift, obtaining probate in respect of the will or the
creation of the trust), including theyment of gifttax, if any, incurred by the transferor or the donor, as
the case may be.]

. Ins. by Act 21 of 2006, s. 12 (w.e.f411989).

. Ins. by s. 12ipid. (w. e. f. 24-1997).

. Ins. by Act 12 of 1990, s. 13 (w.e.£411991).

. Subs. by Act 27 of 1999, s. 27 (w.e4-2000).
. Subs. by Act 10 of 2000, s. 20 (w.e#4-2000).
. Ins. by Act 7 of 2017, s. 17 (w.e.f412018).

. Ins. by Act 26 of 1988, s. 13 (w.e.f411988).
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143CA. Specialprovision for full value of consideration for transfer of assets other than capital
assets in certain cased (1) Where the consideration receivedamcruing as a result of the transfer by
an assessee of an asset (other than a capital asset), being land or building or both, is less than the value
adopted or assessed or assessable by any authority of a State Government for the purpose of payment of
stanp duty in respect of such transfer, the value so adopted or assessed or assessable shall, for the
purposes of computing profits and gains from transfer of such asset, be deemed to be the full value of the
consideration received or accruing as a resultoh sransfer.

’[Provided that where the value adopted or assessed or assessable by the authority for the purpose of
payment of stamp duty does not exceed one hundred and five per cent. of the consideration received or
accruing as a result of the transfére consideration so received or accruing as a result of the transfer
shall, for the purposes of computing profits and gains from transfer of such asset, be deemed to be the full
value of the consideration.]

(2) The provisions of subection §) and subsection (3) of section 50Ghall, so far as may be, apply
in relation to determination of the value adopted or assessed or assessable uselticaulh).

(3) Where the date of agreement fixing the value of consideration for transfer of the asset atel the d
of registration of such transfer of asset are not the same, the value referred tedatgrbl) may be
taken as the value assessable by any authority of a State Government for the purpose of payment of stamp
duty in respect of such transfer on tlete of the agreement.

(4) The provisions of subection 8) shall apply only in a case where the amount of consideration or
a part thereof has been receiVisy way of an account payee cheque or an account payee bank draft or
by use of electronic cleany system through a bank accquoh or before the date of agreement for
transfer of the asset.]

“[43CB. Computation of income from construction and service contract.(1) The profits and
gains arising from a construction contract or a contracpffoviding services shall be determined on the
basis of percentage of completion method in accordance with the income computation and disclosure
standards notified under sgbction ) of section 145:

Provided that profits and gains arising from a confi@cproviding services,

(i) with duration of not more than ninety days shall be determined on the basis of project
completion method;

(i) involving indeterminate number of acts over a specific period of time shall be determined on
the basis of straighine method.

1. Ins. by Act 17 of 2013, s. 10 (w.e.f412014).

2. Ins. by Act 13 of 2018, s. 14 (w.e.f412019).

3.Subs.bys.14bid. , for fAby any mode420199her than casho (w.e.f. 1
4. Ins. by Act 13 02018, s. 15 (w.r.e.f.-4-2017).
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(2) For the purposesf percentage of completion method, project completion method or straight line
method referred to in stdection ()0

(i) the contract revenue shall include retention money;

(i) the contract costs shall not be reducedahy incidental income in the nature of interest,
dividends or capital gains.]

'[43D. Special provision in case of income of public financial institutions, public companies,
etcd Notwithstanding anything to the contrary contained in any other provisithisoActd

(a) in the case of a public financial institution or a scheduled bafla@coperative banlkther
than a primary agricultural credit society or a primanryoperative agricultural and rural development
bank or] a State financial corporation or a State industrial investment corporation, the income by way
of interest in relation to such categoragshad or doubtful debts as may be prescrivedng regard
to the guidelines issued by the Reserve Bank of India in relation to such debts;

(b) in the case of a public company, the income by way of interest in relation to such categories
of bad or doubtil debts as may be prescrideaving regard to the guidelines issued by the National
Housing Bank in relation to such debts,

shall be chargeable to tax in the previous year in which it is credited by the public financial institution or
the scheduled bank §a co-operative banlother than a primary agricultural credit society or a primary
co-operative agricultural and rural development bank or] the State financial corporation or the State
industrial investment corporation or the public company to itstpaofil loss account for that year or, as

the case may be, in which it is actually received by that institution or bank or corporation or company,
whichever is earlier.

Explanationd For the purposes of this sectidn,

@ iNati onal Ho u s i nogal Hbasmdg Bank restadblisied undersectiba 8 of
the National Housing Bank Act, 1987 (53 of 1987);

() Apublic compandy0 means a company,

(i) which is a public company within the meaning of section 3 of the Companies
Act, 1956 (1 of 1956)

(i) whose mainobject is carrying on the business of providing loeign finance for
construction or purchase of houses in India for residential purposes; and

(i) which is registered in accordance with the Housing Finance Companies
(NHB) Directions, 1989 given under section 30 and section 31 of the National Housing Bank
Act, 1987 (53 of 1987);

1. Subs. by Act 27 of 1999, s. 28, for Section 43D (w.e42D00).
2. Ins. by Act 7 of 2017, s. 18 (w.e.£412018).
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(©) Aipubl i cndtintantciian o shall have the meani ng¢
Companies Act, 1956 (1 of 1956);

(dAschedul ed banko shalll h a v e ii} o theExplanatioton g a s
clause Yiia) of subsection {) of section 36;

(e iState financi al corporationbo means a
section 3 or section 3A or an institution notified under section 46 of the State Financial Corporations
Act, 1951 (63 of 1951);

() iState industri al i nvest ment <corporationo
of section 617 of the Companies Act, 19860f 1956), engaged in the business of providing-4ong
term finance for industrial projects.]

() foper ati ve banko, Apri mary agr i opefativai r al
agricultural and rural devel opwilgasdigned o théndintiseh a | |
Explanationto subsection §) of section 80P.]

44.Insurance busines® Notwithstanding anything to the contrary contained in the provisions of
t his Act relating to the computati an omf sienccuamet
il ncome from house propertyo, ACapital g arims o o
’[section 280 43B], the profits and gains of any business of insurance, including any such business
carried on by a mutual insurancempany or by a coperative society, shall be computed in accordance
with the rules contained in the First Schedule.

3[44A. Special provision for deduction in the case of trade, professional or similar associatidn.
(1) Notwithstanding anything to the coaty contained in this Act, where the amount received during a
previous year by any trade, professional or similar association (other than an association or institution
referred to in clause28A) of section 10) from its members, whether by way of subtsznir otherwise
(not being remuneration received for rendering any specific services to such members) falls short of the
expenditure incurred by such association during that previous year (not being expenditure deductible in
computing the income under yamther provision of this Act and not being in the nature of capital
expenditure) solely for the purposes of protection or advancement of the common interests of its
members, the amount so fallen short (hereinafter referred to as deficiency) shall,teubjegirovisions
of this section, be allowed as a deduction in computing the income of the association assessable for the
relevant assessment year under the head AProfit
income assessable undertthaad or the deficiency allowable exceeds such income, the whole or the
balance of the deficiency, as the case may be, shall be allowed as a deduction in computing the income of
the association assessable for the relevant assessment year under amadther h

(2) In computing the income of the association for the relevant assessment year wsgetisnld),
effect shall first be given to any other provision of this Act under which any allowance or loss in respect
of any earlier assessment year is cdrrferward and set off against the income for the relevant
assessment year.

(3) The amount of deficiency to be allowed as a deduction under this section shall in no case exceed
onehalf of the total income of the association as computed before making lamarate under this
section.

(4) This section applies only to that trade, professional or similar association the income of which or
any part thereof is not distributed to its members except as grants to any association or institution
affiliated to it.]

1. Ins. by Act 7 of 2017, s. 18 (w.e.f412018).
2Subs. by Act 4 of 198843 A041086e. ff 0 fisection 28
3. Ins. by Act 5 of 1964, s. 11 (w.e.f411964).
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44AA. Maintenance of accounts by certain persons carrying on profession or busineds(1)
Every person carrying on legal, medical, engineering or architectural profession or the profession of
accountancy or technical consultancy or interior decoration ooty profession as is notified by the
Board in the Official Gazette shall keep and maintain such books of account and other documents as may
enable thé[Assessing Officer] to compute his total income in accordance with the provisions of this Act.

(2) Every person carrying on business or profession [not being a profession referred to in
subsection Q)] shallg

(i) if his income from business or profession excefatse lakh twenty thousand] rupees or his
total sales, turnover or@ss receipts, as the case may be, in business or profession exceed or exceeds
“[ten lakh] rupees in any one of the three years immediately preceding the previous year; or

(i) where the business or profession is newly set up in any previous year,nitdsei from
business or profession is likely to exce¥dne lakh twenty thousand] rupees or his total sales,
turnover or gross receipts, as the case may be, in business or profession are or is likely fftexxceed
lakh] rupees[during such previougear; or

(iii) where the profits and gains from the business are deemed to be the profits and gains of the
assessee und8section 44AE][or section 44BBor section 44BBB], as the case may be, and the
assessee has claimed his income to be lower thardfits or gains so deemed to be the profits and
gains of his business, as the case may be, during[puetious year; or]]

°[(iv) where the provisions of stgection §) of section 44ADare applicable in his case and his
income exceeds the maximum ambwhich is not chargeable to incortex in any previous year,]

keep and maintain such books of account and other documents as may erdfkséssing Officer] to
compute his total income in accordance with the provisions of this Act.

YProvided that inthe case of a person being an individual or a Hindu undivided family, the
provisions of clauseiYand clauseiif) s hal | have effect, as i f for t
rupeeso, the words fitwo |l akh fifty thousand rupe

Provided further that in the case of a person being an individual or a Hindu undivided family, the
provisions of clauseiand clauseii) s hal | have effect, as i f for t
At wefnitvyye rupeesd had been substituted. ]

(3) The Board may, having regard to the nature of the business or profession carried on by any class
of persons, prescribe, by rules, the books of account and other documents (including inventories,
wherever necessary) to be kept and maintained undesestion(1) or subsection g), the particulars to
be contained therein and the form and the manner in which and the place at which they shall be kept and
maintained.

(4) Without prejudice to the provisions of sabction 8), the Board may prescribe, by rulebet
period for which the books of account and other documents to be kept and maintained under
subsection () or subsection 2) shall be retained.]

1. Ins. by Act 41 of 1975, s. 11 (w.e.f411976).

2. Subs. by Act 4 0f 1988, s. 2, for Incotnea x Of f i ¢c41988). (w. e. f . 1

3 Subs. by Act 21 o0f6ath@8868{409%.. 0O, 1for Aforty thou

4.Subs. bys.20hid. , for Afive hun#198)y t housando (w.e.f. 1

5. Subs. by Act 26 of 1997, s.-41998). for fAduring such previ
6 Subs. by Act 33 of 2009, rssetB8jiohoMl2@Bec({ivor. #A4AD oI
7. Ins. by Act 32 of 2003, s. 22 (w.e.f412004).

8 Subs. by Act 33 of 200 %.2018. 18, for fAprevious yearo ()
9. Subs. by Act 28 of 2016, s. 24, for clausg (w.e.f. £4-2017).

10. Ins. by Act 7 02017, s. 19 (w.e.f.-81-2018).
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144AB. Audit of accounts of certain persons carrying on business or professiénEvery
persony

(a) carrying on business shall, if his total sales, turnover or gross receipts, as the case may be, in
business exceed or exceéfse crore rupees] in any previous y&r; or

(b) carrying on profession shall, if his gross receiptsrifgssion excee{[fifty lakh rupees] in
any°[previous year; or

(c) carrying on the business shall, if the profits and gains from the business are deemed to be the
profits and gains of such person unfeection 44AE]’[or section 44BB or section 44BBBjs the
case may be, and he has claimed his income to be lower than the profits or gains so deemed to be the
profits and gains of his business, as the case may be, ffpaewious year; orf***]

°[(d) carrying on thé%[professiohshall, if the profitsand gains from th&[professionjare
deemed to be the profits and gains of such perfondersection 44ADAJand he has claimed such
income to be lower than the profits and gains so deemed to be the profits and gains of
his “[professiofand his incomeexceeds the maximum amount which is not chargeable to
incometax in any'{previous year; gt

¥(e) carrying on the business shall, if the provisions of-sertion 4) of section 44AD are
applicable in his case and his income exceeds the maximum ambiaht i& not chargeable to
incometax in any previous year,]

get his accounts df[such previous year] audited by an accountant before the specified datguanish
by] that date the report of such audit in the prescribed form duly signed and veriedtgccountant
and setting forth such particulars as may be prescribed:

¥Provided that this section shall not apply to the person, who declares profits and gains for the
previous year in accordance with the provisions ofsdiion () of section 44ADand his total sales,
turnover or gross receipts, as the case may be, in business does not exceed two crore rupees in suct
previous year:]

¥ Provided furthethat] this section shall not apply to the person, who derives income of the nature
referred to in"*** section 44B or®)section 44BBA], on and from the 1st day of April, 1985 or, as the
case may be, the date on which the relevant section came into fbickever is later:

. Ins. by Act 21 of 1984, s. 11 (w.e.f411985).

Subs. by Act 23 of 2012,420813). 13, for fAsixty | akh rupee:

The words and figures f#for years r el evafAdrl 1198, otdne asse
subsequent assessment year 0 o498}t ed by Act 26 of 1988,

4 Subs. by Act 28 -foifve2 0llabk, h sr-420He, s of o(rw.fet.we.n tly

5. Subs. by Act 26 of 199%41998%.. 11, for f#fAprevious year o ()

6 . Subs. by Act 33 of 20009, S . 19, for -£#20¥rtion 44AD or :

7 12

8 33

9

wWN -

. Ins. by Act 32 of 2003, s. 23 (w.e.f412004).
Subs. by Act

. of 2 0 0 94;2018). 19, for fiprevious year, 0 |
. Ins. by s. 19pid. (w.e.f. £4-2011).

10. Subs. by Act 28 of 20828%67). s. 25, for fABusinesso (w.e.:
11. Subs. bys. 2%id. , for fAunder s-42007).on 44ADO (w.e.f. 1
12. Subs. bys. 2%id. , for fAprevid@ld). yearo (w.e.f. 1

13. Ins. by s. 25pid. (w.e.f. 1:4-2017).

14. Subs. by Act 26 of 1988, s.-41989). for fAsuch previous Yy
15. Subs. by Act 22 of 199751995)5. 13, for ffobtain beforeo |
16. Ins. by Act 7 of 2017, s. 20 (w.e.f412017).

17.Subs. by Act1i8f 1992, s. 20, f o4198)Provi ded thato (w.e.f. 1
18. Subs. by Act 7 of 201742018.. 20, for AProvided thato ()
19. The ords, figures and |l etters fise&gt199®.n 44AC or o0 omif
205ubsbyAct32cﬁOO , S. 23, for Asection 44BB e42008)ect i on 44BBA
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IProvided alspthat] in a case where such person is required by or under any other law to get his
accounts auditett**, it shall be sufficient compliance with the provisions of this section if such person
gets the accounts of such business or profession audited under such law before the specified date and
J[furnishes by] that date the report of the audit as requirdérsuch other law and a further regtioy
an accountant] in the form prescribed under this section.

Explanationd For the purposes of this sectidn,

() Aiaccountanto shall h a v Explahatianbelewasbsectionepaf i ng a
section 288
(i) Aspecified dateod, in relation to the acc:¢

an assessment year, medise due date for furnishing the return of income undersadion {) of
section 139].]]

44AC. [Special provision for computing profits and gains from the business of trading in
certain goods] Omitted by the Finance Acd992(180f 1992) s.21 (w.e.f.1-4-1993)

[44AD. Special provision for computing profits and gains of business on presumptive
basisd (1) Notwithstanding anything to the contrary contained in sections 28 to 43C,in the case of an
eligible assessee engaged in an eligible business, a sum equal to eight per cent of the total turnover or
gross receipts of the assessee in the previous yearcoard of such business or, as the case may be, a
sum higher than the aforesaid sum claimed to have been earned by the eligible assessee, shall be deeme
to be the profits and gains of such busi Bimesss chaea
or professionod.

¥Provided that thissub ect i on shal l have effect as if for
per cent. 0 had been substituted, in respect of
received by an accountyse cheque or an account payee bank draft or use of electronic clearing system
through a bank account during the previous year or before the due date specifiegeatisub() of
section 139 in respect of that previous year.]

(2) Any deduction allowablainder the provisions of sections 30 to 38 shall, for the purposes of
subsection (), be deemed to have been already given full effect to and no further deduction under those
sections shall be allowed:

9% * * * *

(3) The written down value of angsset of an eligible business shall be deemed to have been
calculated as if the eligible assessee had claimed and had been actually allowed the deduction in respect
of the depreciation for each of the relevant assessment years.

9(4) Where an eligible asssee declares profit for any previous year in accordance with the
provisions of this section and he declares profit for any of the five assessment years relevant to the
previous year succeeding such previous year not in accordance with the provisunseift®on (), he
shall not be eligible to claim the benefit of the provisions of this section for five assessment years
subsequent to the assessment year relevant to the previous year in which the profit has not been declared
in accordance with the praions of suksection ().

Subs. by Act 7 of 2017,-42017).20, for Provi furthero
The words fAby an accountant &-198%i t t e by A 32 of 198
.Subsby Act 22 of 1995, s. -I-B995).for Aobtains befored (w.e.f
. Ins. by Act 14 of 2001, s. 28 (w.e.f412001).

. Subs. by s. 28id., for clausei{) (w.e.f. £4-2001).

Subs. by Act 23 of 2012, s. sls3me nfto ry efid2bdR). (3wd.teh. fdayl of .
. Subs. by Act 33 of 2009, s. 20, for section 44AD (w.e4:2D11).

. Ins. by Act 7 of 2017, s. 21 (w.e.f4312017).

. The proviso omitted by Act 28 of 2016, s. 26 (w.e4-2017).

0. Subs. by s. 2@hid., for subsections 4) and 6) (w.e.f. £4-2017).
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(5) Notwithstandinganything contained in the foregoing provisions of this section, an eligible
assessee to whom the provisions of-sebtion 4) are applicable and whose total income exceeds the
maximum amount which is not chaaple to incoméax, shall be required to keep and maintain such
books of account and other documents as required undesestibn 2) of section 44AAand get them
audited and furnish a report of such audit as required under section 44AB.]

![(6) The provsions of this section, notwithstanding anything contained in the foregoing provisions,
shall not apply td

(i) a person carrying on profession as referred to irssghion () of section 44AA,
(i) a person earning income in the nature of commissidiakerage; or
(iii) a person carrying on any agency business.]

Explanationd For the purposes of this sectidn,
@nAneligibleadsesseed means,

(i) an individual, Hindu undivided family or a partnership firm, who is a resident, but not a
limited liability partnership firm as defined under clausedf subsection {) of section 2 of the
Limited Liability Partnership Act, 2008 (6 of 2009); and

(i) who has not claimed deduction under any of the sections 10A, 10AA, 10B, 10BAor
deduction under any provision$ Chapter VIA under the headirdgC-.Deductions in respect of
cert ai nintharelevantasseéssment year;

(bpyAael i gi ble blusinesso means,

(i) any business except the business of plying, hiring or leasing goods carriages referred to in
section 4AE; and

(i) whose total turnover or gross receipts in the previous year does not exceed an amount of
’[two crore rupees].]

%[44ADA. Special provision for computing profits and gains of profession on presumptive
basisd (1) Notwithstanding anythingontained in sections 28 to 43C, in the case of an assessee, being a
resident in India, who is engaged in a profession referred to isesion () of section 44AAand whose
total gross receipts do not exceed fifty lakh rupees in a previous year, asainoefifty per cent. of the
total gross receipts of the assessee in the previous year on account of such profession or, as the case ma
be, a sum higher than the aforesaid sum claimed to have been earned by the assessee, shall be deemed"
betheproftmsnd gains of such profession chargeable to
or professiono.

(2) Any deduction allowable under the provisions of sections 30 to 38shall, for the purposes of
subsection L), be deemed to have been alreathey full effect to and no further deduction under those
sections shall be allowed.

1. Ins. by Act 23 of 2012, s. 14 (w.e.f412011).
2. Subs. by Act 28 of 2016 ;42817). 26, for fione crore rupees:
3. Ins. by s. 27ipid. (w.e.f. £4-2017).
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(3) The writtendown value of any asset used for the purposes of profession shall be deemed to have
been calculated as if the assessee had claimed and had been actwedlg tie deduction in respect of
the depreciation for each of the relevant assessment years.

(4) Notwithstanding anything contained in the foregoing provisions of this section, an assessee who
claims that his profits and gains from the profession are ldlaer the profits and gains specified in
subsection {) and whose total income exceeds the maximum amount which is not chargeable to
incometax, shall be required to keep and maintain such books of account and other documents as
required under subectbn (1) of section 44AA and get them audited and furnish a report of such audit as
required under section 44AB.]

[44AE. Special provision for computing profits and gains of business of plying, hiring or
leasing goods carriage8 (1) Notwithstanding anythintp the contrary contained in sections 28 to 43A,
in the case of an assessee, who owns not more than ten goods cdaiaygstime during the previous
year] and who is engaged in the business of plying, hiring or leasing such goods carriages, thefincom
such business chargeable to tax wunder the head
deemed to be the aggregate of the profits and gains, from all the goods carriages owned by him in the
previous year, computed in accordance withpitovisions of suksection 2).

%[(2) For the purposes of siection {), the profits and gains from each goods carréage,

(i) being a heavy goods vehicle, shall be an amount equal to one thousand rupees per ton of gross
vehicle weight or unladen weighds the case may be, for every month or part of a month during
which the heavy goods vehicle is owned by the assessee in the previous year or an amount claimed to
have been actually earned from such vehicle, whichever is higher;

(i) other than heavy goodeehicle, shall be an amount equal to seven thousand five hundred
rupees for every month or part of a month during which the goods carriage is owned by the assessee
in the previous year or an amount claimed to have been actually earned from such goagts, carri
whichever is highe}.

(3) Any deduction allowable under the provisions of sections 30 to 38shall, for the purposes of
subsection (), be deemed to have been already given full effect to and no further deduction under those
sections shall be allowed:

“[Providedthat where the assessee is a firm, the salary and interest paid to its partners shall be
deducted from the income computed underseition L) subject to the conditions and limits specified in
clause ) of section 40.]

(4) The written dowrvalue of any asset used for the purpose of the business referred tesectab
(1) shall be deemed to have been calculated as if the assessee had claimed and had been actually allowe
the deduction in respect of the depreciation for each of the rélass@ssment years.

(5) The provisions of sections 44AA and 44ABshall not apply in so far as they relate to the business
referred to in sulsection () and in computing the monetary limits under those sections, the gross receipts
or, as the case may beetimcome from the said business shall be excluded.

°[(6) Nothing contained in the foregoing provisions of this section shall apply, where the assessee
claims and produces evidence to prove that the profits and gains from the aforesaid business during the
previous year relevant to the assessment year commencing on the 1st day of April, 1997 or any earlier
assessment year, are lower than the profits and gains specifiedsactians 1) and @), and thereupon
the Assessing Officer shall proceed to make ssessment of the total income or loss of the assessee and
determine the sum payable by the assessee on the basis of assessment made-sextarnsgh of
section 143.]

1. Ins. by Act 32 of 1994, s. 16 (w.€lf4-1994).

2. Ins. by Act 32 of 2003, s. 24 (w.e.f412004).

3. Subs. by Act 13 of 2018, s. 16, for sséction ) (w.e.f. :4-2019). Earlier it was substituted by Act 25 of 2014, s. 16
(w.e.f. 1:4-2015).

4. Ins. by Act 26 of 1997, s. 13 (w.e.f41199N).

5. Ins. by Act 11 of 1999, s. 7 (w.e.f411997).
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(7) Notwithstandinganything contained in the foregoing provisions of this section, an assessee may
claim lower profits and gains than the profits and gains specified isextitons {) and @), if he keeps
and maintains such books of account and other documents as regoded suksection R) of
section 44AAand gets his accounts audited and furnishes a report of such audit as required under
section 44AB.]

Explanationd For the purposes of this sectidn,

()t he expressions fAgoods carunlaagdeen wegirghstsdo v
the respective meanings assigned to them in section 2 of the Motor Vehicles Act, 1988;

(@ the expression fiheavy goods vehicled mean
which exceeds ]12000 kil ograms; 0

(b) anassesge who is in possession of a goods carriage, whether taken on hire purchase or on
instalments and for which the whole or part of the amount payable is still due, shall be deemed to be
the owner of such goods carriage.]

%[44AF. Special provisions for computing profits and gains of retail busines$ (1)
Notwithstanding anything to the contrary contained in sections 28 to 43C,in the case of an assessee
engaged in retail trade in any goods or merchandise, a sum equal to five per cent of the totaliturnover
the previous year on account of such business or, as the case may be, a sum higher than the aforesaid sur
as declared by the assessee in his return of income shall be deemed to be the profits and gains of such
business chargeablPe otfd ttsaxanudn d@jan ntshe fhdeodadimess

Providedthat nothing contained in this sglction shall apply in respect of an assessee whose total
turnover exceeds an amount of forty lakh rupees in the previous year.

(2) Any deduction allowable under thgovisions of sections 30 to 38 shall, for the purposes of
subsection (), be deemed to have been already given full effect to and no further deduction under those
sections shall be allowed:

Providedthat where the assessee is a firm, the salary améshigaid to its partners shall be deducted
from the income computed under ssdrtion {) subject to the conditions and limits specified in
clause ) of section 40.

(3) The written down value of any asset used for the purpose of the business referred to in
subsection {) shall be deemed to have been calculated as if the assessee had claimed and had been
actually allowed the deduction in respect of the depreciatiogafcin of the relevant assessment years.

(4) The provisions of sections 44AA and 44AB shall not apply in so far as they relate to the business
referred to in sulsection () and in computing the monetary limits under those sections, the total turnover
or, & the case may be, the income from the said business shall be excluded.]

“[(5) Notwithstanding anything contained in the foregoing provisions of this section, an assessee may
claim lower profits and gains than the profits and gains specified isesttton(l), if he keeps and
maintains such books of account and other documents as required undectsui @) of section 44AA
and gets his accounts audited and furnishes a report of such audit as required under section 44AB.]

°[(6) Nothing contained in thisection shall apply to any assessment year beginning on or after the 1st
day of April, 2011.]

1. Ins. by Act 27 of 1999, s. 30 (w.e.f411998).

2. Subs. by Act 13 of 2018, s. 16, for clausg (w.e.f. £4-2019) which was earlier substituted by Act 25 of 2014, s. 16
(w.e.f. 1:4-2015).

3. Ins. by Act 26 of 1997, s. 14 (w.e.f411998).

4. Ins. by Act 27 of 1999, s. 31 (w.e.f411998).

5. Ins. by Act 33 of 2009, s. 22 (w.e.f412009).
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[44B. Special provisionfor computing profits and gains of shipping business in the case of
non-residentsd (1) Notwithstanding anything to the contracgntained in sections 28 to 43A, in the
case of an assessee, being a-mesident, engaged in the business of operation of ships, a sum equal to
seven and a half per cent of the aggregate of the amounts specifieesgctah 2) shall be deemed to
bete profits and gains of such business chargeahb
or professiono.

(2) The amounts referred to in sabction ) shall be the following, namely:

(i) the amount paid or payable (whether in or out ofdhthh the assessee or to any person on his
behalf on account of the carriage of passengers, livestock, mail or goods shipped at any port in India;
and

(i) the amount received or deemed to be received in India by or on behalf of the assessee on
account othe carriage of passengers, livestock, mail or goods shipped at any port outside India.]

’[Explanationd For the purposes of this sskction, the amount referred to in clau3ef clausei()
shall include the amount paid or payable or received or detmled received, as the case may be, by
way of demurrage charges or handling charges or any other amount of similar nature.]

%[44BB. Special provision for computing profits and gains in connection with the business of
exploration, etc., of mineral oilsd (1) Notwithstanding anything to the contrary contained in sections 28
to 41 and sections 43 and 43pin the case of an assessee, being aresident,] engaged in the business
of providing services or facilities in connection with, or supplying plantraachinery on hire used, or to
be used, in the prospecting for, or extraction or production of, mineral oils, a sum equal to ten per cent of
the aggregate of the amounts specified insedtion 2) shall be deemed to be the profits and gains of
suchbusines chargeable to tax under the head AProfit

Providedthat this suksection shall not apply in a case where the provisions of section 42 or
section 44D of[section 44DAor] section 115A osection 293Aapply for thepurposes of computing
profits or gains or any other income referred to in those sections.

(2) The amounts referred to in sabction ) shall be the following, namely:

(a) the amount paid or payable (whether in or out of India) to the assessee op&samyon his
behalf on account of the provision of services and facilities in connection with, or supply of plant and
machinery on hire used, or to be used, in the prospecting for, or extraction or production of, mineral
oils in India; and

(b) the amounteceived or deemed to be received in India by or on behalf of the assessee on
account of the provision of services and facilities in connection with, or supply of plant and
machinery on hire used, or to be used, in the prospecting for, or extractiordocto of, mineral
oils outside India.

®[(3) Notwithstanding anything contained in ssiction (), an assessee may claim lower profits and
gains than the profits and gains specified in thatsadbion, if he keeps and maintains such books of
account andther documents as required under-seabtion R) of section 44AAand gets his accounts
audited and furnishes a report of such audit as required sed&on 44ABand thereupon the Assessing

Ins. by Act 25 of 1975, s. 8 (w.e.£411976).

Ins. by Act 26 of 1997, s. 15 (w.e1f4-1976).
Ins. by Act 11 of 1987, s. 11 (w.e.f411983).
. Subs. by Act 26 of 1988, s.-41983). for #fAin the case of ai
. Ins. by Act 14 of 2010, s. 16 (w.e.f412011).
. Ins. by Act 32 of 2003, s. 25 (w.e.f412004).
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Officer shall proceedto make an assessment of the total ineoor loss of the assessee under
subsection B) of section 143and determine the sum payable by, or refundable to, the assessee.]

Explanationd For the purposes of this sectién,

i Aplanto includes ships, a i r appaatist and equipment; | e s
used for the purposes of the said business;

iAmi ner al oil 0 includes petroleum and natur a

'[44BBA. Special provision for computing profits and gains of the business of operation of
aircraft in the case of nonresidentsd (1) Notwithstanding anything to the contrary contained
in sections 28 to 43Ain the case of an assessee, being aresident, engaged in the business of
operation of aircraft, a sum equal to five per cent. of the aggregate of the amounts specified in
sub-section @) shall be deemed to be the profits and gains of such business chargeable to tax under the
head AProfits and gains of business or professio

(2) The amounts referred to in sabction ) shall be the following, namely:

(a) the amount paidr payable (whether in or out of India) to the assessee or to any person on his
behalf on account of the carriage of passengers, livestock, mail or goods from any place in India; and

(b) the amount received or deemed to be received in India by or on bélih# assessee on
account of the carriage of passengers, livestock, mail or goods from any place outside India.]

[44BBB. Special provision for computing profits and gains of foreign companies engaged in the
business of civil construction, etc., in ceria turnkey power projects.d °[(1)] Notwithstanding
anything to the contrary contained insections 28 to 44AA, in the case of an assessee, being a foreign
company, engaged in the business of civil construction or the business of erection of plant or machinery
or testing or commissioning thereof, in connection with a turnkey power project approved by the Central
Government in this behalf**, a sum equal to ten per cent. of the amount paid or payable (whether in or
out of India) to the said assessee or to p@gson on his behalf on account of such civil construction,
erection, testing or commissioning shall be deemed to be the profits and gains of such business chargeable
to tax under the head AProfits and gains of busi

°[(2) Notwithstandng anything contained in sifection ), an assessee may claim lower profits and
gains than the profits and gains specified in thatsadbion, if he keeps and maintains such books of
account and other documents as required undesettibn @) of secton 44AA and gets his accounts
audited and furnishes a report of such audit as required under section 44AB, and thereupon the Assessing
Officer shall proceed to make an assessment of the total income or loss of the assessee under
subsection B) of sectionl43 and determine the sum payable by, or refundable to, the assessee.]

®[44C. Deduction of head office expenditure in the case of namsidentsd Notwithstanding
anything to the contrary contained in sections 28 to 43A, in the case of an assesseajdreregident,
no all owance shall be made, in computing the in
business or professiono, in respect of so much ¢
as is in excess of the amount cotgglias hereunder, namely:

(&) an amount equal to five per cent of the adjusted total income; or

1. Ins. by Act 11 of 1987, s. 12 (w.e.f411988).

2. Ins. by Act 13 of 1989, s. 10 (w.e.f411990).

3. The existing section numbered as-sebtion 1) thereof by Act 32 of 2003, s. 26 (w.e.f412004).

4. The words fAand fi damdead pumdera mamebi. (eetftild2084it ibonas . 26,
5. Ins. by s. 26hid. (w.e.f. £4-2004).

6. Ins. by Act 66 of 1976, s. 10 (w.e.f611976).
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1y * * * *

(c) the amount of so much of the expenditure in the nature of head office expenditure incurred by

the assessee as is attributable tdoteness or profession of the assessee in India,

whichever is the least:

Providedthat in a case where the adjusted total income of the assessee is a loss, the amount under

clause &) shall be computed at the rate of five per cent.of the average adjosieintome of the
assessee.

Explanationd For the purposes of this sectidn,

() nadj usted tot al incomeod means the total
of this Act, without giving effect to the allowance referred to in this sectian subsection ) of
section 32or the deduction referred to in section 32Aor sectionsgdtion 33A0or the first proviso to
clause i) of subsection {) of section 36 or any loss carried forward under-sedtion {) of
section 72 or subection (2) of section 73or {sub-section {) or subsection 8) of section 74]Jor
subsection 8) of section 74A0r the deductions under ChapterA/l

(i)Aaverage adjusted tot al i ncomed means,

(@ in a case where the total income of the assessassissable for each of the three

assessment years immediately preceding the relevant assessment ytard afighe aggregate

n

amount of the adjusted total income in respect of the previous years relevant to the aforesaid three

assessment years;

(b) in a case where the total income of the assessee is assessable only for two of the aforesaid

three assessment years, -tiadf of the aggregate amount of the adjusted total income in respect

of the previous years relevant to the aforesaid two assessment years

(c) in a case where the total income of the assessee is assessable only for one of the aforesaid
three assessment years, the amount of the adjusted total income in respect of the previous year

relevant to that assessment year;

3% * * * *

(vvihead office expendituredo means execut.i
by the assessee outside India, including expenditure incurred in respect of

(a) rent, rates, taxes, repairs or insurance of any premises outside India used dopdise
of the business or profession;

vV e

(b) salary, wages, annuity, pension, fees, bonus, commission, gratuity, perquisites or profits
in lieu of or in addition to salary, whether paid or allowed to any employee or other person
employed in, or managing ttadfairs of, any office outside India;

(c) travelling by any employee or other person employed in, or managing the affairs of, any
office outside India; and

(d) such other matters connected with executive and general administration as may be
prescribed.]

1. Clauself) omitted by Act 38 of 1993, s. 11 (w.e.f411993).
2. Subs. by Act 11 of 1987, s. F4o r -sicsioml)) of sect i 4h0988).40 (w. e. f. 1
3. Clausei(i) omitted by Act 38 of 1993, s. 11 (w.e.f411993).
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144D. Special provisionsfor computing income by way of royalties, etc., in the case of foreign
companiesd Notwithstanding anything to the contrary contained in sectiorte 28C, in the case of an
assessee, being a foreign company,

(a) the deductions adssible under the said sections in computing the income by way of royalty
or fees for technical services receivilom Government or an Indian concern in pursuance of an
agreement made by the foreign company with Government or with the Indian condera]tbe 1st
day of April, 1976, shall not exceed in the aggregate twenty per cent of the gross amount of such
royalty or fees as reduced by so much of the gross amount of such royalty as consists of lump sum
consideration for the transfer outside Indiamfthe imparting of information outside India in respect
of, any data, documentation, drawing or specification relating to any patent, invention, model, design,
secret formula or process or trade mark or similar property;

(b) no deduction in respect of any expenditure or allowance shall be allowed under any of the said
sections in computing the income by way of royalty or fees for technical services received [from
Government or an Indian concern in pursuance of an agreenaglet Iy the foreign company with
Government or with the Indian concern] after the 31st day of March, *Jl9m6before the 1st day of
April, 2003;]

Ay * * * *
Explanationd For the purposes of this sectién,

(@ ffees f or ot eschharilc ahla vsee rtvhrEExpksmtior? torolawsavi)n g a s
of subsection {) of section P;

() Aforeign companyo shalll have the same mear
(o fAroyaltyo shalll h %Expéanation2do clausen® of subsaation)g a s
of section §;

(d) royalty received[from Government or an Indian concern in pursuance of an agreement made
by a foreign company with Government or with the Indian concern] after the 31st day of March,
1976, shall be deemed to have beaeirged in pursuance of an agreement made before the 1st day of
April, 1976, if such agreement is deemed, for the purposes of the proviso to clgusd (
subsection () of section 9, to have been made before the 1st day of April, 1976.]

[44DA. Special provision for computing income by way of royalties, etc., in case of non
residentsd (1) The income by way of royalty or fees for technical services received from Government
or an Indian concern in pursuance of an agreement made byrasiemt (not being a company) or a
foreign company with Government or the Indian concern after the 31st day of March, 2003, where such
nonresident (not being a company) or a foreign company carries on business in India through a
permanent establishment sitedt therein, or performs professional services from a fixed place of

. Ins. by Act 66 of 1976, s. 10 (w.e.f611976).

. Subs. by Act 11 of 1983, s. 19, for certain words (w.e6f1983).

. Ins. ly Act 32 of 2003, s. 27 (w.e.f-4-2004).

. Clause ) and ¢) omitted by Act 32 of 1994, s. 17 (w.e.f411995).

Subs. by Act 2 Explanhtionto9clauseii) sfsube&ion )f oo f Ag dhet i-41977). 90 (w. e.
. Subs. Bs. 29,bid. , f &xplanatiottoeclause\(i) of sub sectionl) of sect H4dWwW7)90 (w. e. f 1

. Ins. by Act 32 of 2003, s. 28 (w.e#12004).
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profession situatetherein, and the right, property or contract in respect of which the royalties or fees for
technical services are paid is effectively connected with such permandiskatant or fixed place of
professi on, as the case may be, shall be compu
professionodo in accordance with the provisions of

Providedthat no deduction shall be allowéd,

(i) in respect of angxpenditure or allowance which is not wholly and exclusively incurred for
the business of such permanent establishment or fixed place of profession in India; or

(i) in respect of amounts, if any, paid (otherwise than towards reimbursement of actuatgxpens
by the permanent establishment to its head office or to any of its other offices :

[Provided furthethat the provisions of section 44BBall not apply in respect of the income
referred to in this section.]

(2) Every nonresident (not being @mpany) or a foreign company shall keep and maintain books of
account and other documents in accordance with the provisions contained in sectioanddéeX his
accounts audited by an accountant as defined iBxtpianationbelow subsection 2) of seciton 288and
furnish along with the return of income, the report of such audit in the prescribeddbyrsigned and
verified by such accountant.

Explanationd For the purposes of this sectién,

@ Afees for technical s easmnExplenation2te deaudeYiloh ave t
subsection () of section 9;

() Aroyaltyo shal/l hExplaeatianZtee clagsevih ef sumsedionil)rof a s
section 9;

(o0 Apermanent establishment 0 se(il@pofdectidn82F¢ t he s

’[44DB. Special provision for computing deductions in the case of business reorganization of co
operative banksd (1) The deduction under section 32, section 35D, section 3%DD
section 35DDAshall, in a casavhere business reorganisation of aoperative bank has taken place
during the financial year, be allowed in accordance with the provisions of this section.

(2) The amount of deduction allowable to the predecessarpemative bank under section 32,
section 35D, section 35Dér section DDAshall be determined in accordance with the fordula

I8 —
#
where A = the amount of deduction allowable to the predecessoperative bank if the business

reorganisation had not taken place;

B = the number of days comprised in the period beginning with the 1st day of the financial
year and ending on the day immediately preceding the date of business reorganisation; and

C =the total number of days in the financial year in which the business reotganisas
taken place.

1. Ins. by Act 14 of 2010, s. 17 (w.e.f412011).
2. Ins. by Act 22 of 2007, s. 15 (w.€1f4-2008).
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(3) The amountof deduction allowable to the successoroperative bank under section 32,
section 35D, section 35D@r section 35DDAshall be determined in accordance with the fordula

I 8 —
#
where A = theamount of deduction allowable to the predecesseopayative bank if the business

reorganisation had not taken place;

B = the number of days comprised in the period beginning with the date of business reorganisation
and ending on the last day of the fical year; and

C = the total number of days in the financial year in whichbtisness reorganisation has taken
place.

(4) The provisions of section 35D, section 35DIDsection 35DDAshall, in a case where an
undertaking of the predecessow-operative bank entitled to the deduction under the said section is
transferred before the expiry of the period specified therein to a succesgoerative bank on account
of business reorganisation, apply to the successopemtive bank in the fimzial years subsequent to
the year of business reorganisation as they would have applied to the predecepsoatiee bank, as if
the business reorganisation had not taken place.

(5) For the purposes of this sectidn,
(@ namal gamat adimeandb anko
(i) a cooperative bank with which one or more amalgamatingmerative banks merge; or

(i) a cocoperative bank formed as a result of merger of two or more amalgamating
co-operative banks;

() fAamal gomatriang veadbanko means
(i) a cooperative bank which merges with anotheioperative bank; or
(ii) every ceoperative bank merging to form a newauerative bank;

(©) Afamal gamati ond means t haperative baplear baoks with an a ma
amalgamated copeitive bank, in such manner that

(i) all the assets and liabilities of the amalgamatingperative bank or banks immediately
before the merger (other than the assets transferred, by sale or distribution on winding up, to the
amalgamated coperative bank) become the assets and liabilities of the amalgamated
co-operative bank;

(i) the members holding severiye per cent or more voting rights in the amalgamating
co-operative bank become members of the amalgamategarative bank;rad
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(iii) the shareholders holding sevefitxe per cent or more in value of the shares in the
amalgamating coperative bank (other than the shares held by the amalgamatgbretive
bank or its nominee or its subsidiary, immediately before the mergeo)rie shareholders of the
amalgamated coperative bank;

(dd Abusiness reorgani sationo means the reor g:e
demerger of a coperative bank;

eocoperative bankod shall h a v se €ti) bfesectioe miof then g a s
Banking Regulation Act, 1949 (10 of 1949);

() Afdemer ger o means t heoperativa bak & rone brymora of dke me r
undertakings to any resulting-operative bank, in such manner that

(i) all the assets andabilities of the undertaking or undertakings immediately before the
transfer become the assets and liabilities of the resultiogpemtive bank;

(i) the assets and the liabilities are transferred to the resultiogarative bank at values
(other tha change in the value of assets consequent to their revaluation) appearing in its books of
account immediately before the transfer;

(iii) the resulting cepperative bank issues, in consideration of the transfer, its membership to
the members of the demetheoc-operative bank on a proportionate basis;

(iv) the shareholders holding sevefiye per cent or more in value of the shares in the
demerged coperative bank (other than shares already held by the resulting bank or its nominee
or its subsidiary immediely before the transfer), become shareholders of the resulting co
operative bank, otherwise than as a result of the acquisition of the assets of the demerged co
operative bank or any undertaking thereof by the resultirgpeoative bank;

(v) the transér of the undertaking is on a going concern basis; and

(vi) the transfer is in accordance with the conditions specified by the Central Government, by
notification in the Official Gazette, having regard to the necessity to ensure that the transfer is for
genuine business purposes;

(g0 fide meorpgeerda tciov e b a +opetivarbark wisoseturdertaking is transferred,
pursuant to a demerger, to a resulting bank;

(hy Apredeopegxadr veo banko me -apestivd bark ordhmmdemepgema t i
co-operative bank, as the case may be;

() isucceeperatciove banko me apesitive bark oraheaesuffisgma t e
bank, as the case may be;

() Air esulotpienrgatciove dbanko means

(i) one or more coperative banks to which the unté&ing of the demerged amperative
bank is transferred in a demerger; or

(i) any ceoperative bank formed as a result of demerger.]
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E.d Capital gains

45. Capital gains.® *[(1)] Any profits or gains arising from the transfer of a capital asset effected in
previous year shall, save as otherwise provideffsertions™** 54, “+* 354B, 954D, '[54E,¥54EA,
54EB,] 54F ’[54G and 54H]]]]], be chargeable tncomet ax under the head fACapi
deemed to be the income of the previous year in which the transfer took place.

9(1A) Notwithstanding anything contained in ssiction (), where any person receives at any time
during any previousegar any money or other assets under an insurance from an insurer on account of
damage to, or destruction of, any capital asset, as a redult of

(i) flood, typhoon, hurricane, cyclone, earthquake or other convulsion of nature; or
(i) riot or civil disturbance; or
(iii) accidental fire or explosion; or

(iv) action by an enemy or action taken in combating an enemy (whether with or without a
declaration of war),

then, any profits or gains arising from receipt of such money or other assets shall be ahaogeabl
incomet ax under the head fACapital gainso and shal/l
previous year in which such money or other asset was received and for the purposes of section 48, value
of any money or the fair market value of othssets on the date of such receipt shall be deemed to be the
full value of the consideration received or accruing as a result of the transfer of such capital asset.

Explanationd For the purposes of thisssbe ct i on, the expr esgneaning ii ns
assigned to it in claus®)(of section 2 of the Insurance Act, 1938 (4 of 1938).]

1(2) Notwithstanding anything contained in ssiction (), the profits or gains arising from the
transfer by way of conversion by the owner of a capital ass®et dntits treatment by him as steirk
trade of a business carried on by him shall be chargeable to istagras his income of the previous year
in which such stociin-trade is sold or otherwise transferred by him and, for the purposes of section 48,
the fair market value of the asset on the date of such conversion or treatment shall be deemed to be the
full value of the consideration received or accruing as a result of the transfer of the capital asset.]

[(2A) Where any person has had at any time during previous year any beneficial interest in any
securities, then, any profits or gains arising from transfer made by the depository or participant of such
beneficial interest in respect of securities shall be gdebble to incoméax as the income of the
beneficial owner of the previous year in which such transfer took place and shall not be regarded as

1. Subsection () renumbered as stgection L) thereof by Act 5 of 1964, s. 12 (w.e.f411964).

2. Subs. by Act 19 of 1970, -44970).11, for fAsections 53 and
3 The figures fA53, 0 omi tl¥4&983).by Act 18 of 1992, s. 22 (w.
4The figures and |l etter A54C0 -4al876)t ted by Act 66 of 1976,
5. Subs. by Act 29 of 197-41978%.. 29, for fA54B and 54D0 ( w.
6. Subs. by Act 14 of 19821983 . 32 for fA54D and 54E0 (w. e
7.Subs.byActl of 1987, s. 13, -H0a987)A54E and 54F (w.e.f. 1

8. Subs. by Act 33 of -109%5h, s. 19 for A54E0 (w.e. f. 1
9. Subs. by Act 49 of 194991). s. 17 for fand 54Go (w.e.f

10. Ins. by Act 27 of 1999, s. 32 (w.e.f412000).
11. Ins. by Ac67 of 1984, s. 12 (w.e.f-4-1985).
12. Ins. by Act 22 of 1996, s. 30 and the Schedule (w.e-9-2895).

261



income of the depository who is deemed to be the registered owner of securities by virtue of
subsection () of section 10 of the Depositories Act, 1996, and for the purpodes of

(i) section 48and
(ii) proviso to claused@A) of section 2,

the cost of acquisition and the period of holding of any securities shall be determitiedbasis of the
first-in-first-out method.

Explanationd For the purposes of thissgbe ct i on, the expressions fibe
and fAsecurityo shall have the meanan@andi(eofspect
subsection () of section 2 of the Depositories Act, 1996.]

[(3) The profits or gains arising from the transfer of a capital asset by a person to a firm or other
association of persons or body of individuals (not being a company eoecative saety) in which he
is or becomes a partner or member, by way of capital contribution or otherwise, shall be chargeable to tax
as his income of the previous year in which such transfer takes place and, for the purposes of section 48,
the amount recorded ié books of account of the firm, association or body as the value of the capital
asset shall be deemed to be the full value of the consideration received or accruing as a result of the
transfer of the capital asset.

(4) The profits or gains arising fromehransfer of a capital asset by way of distribution of capital
assets on the dissolution of a firm or other association of persons or body of individuals (not being a
company or a coperative society) or otherwise, shall be chargeable to tax as theeirafotine firm,
association or body, of the previous year in which the said transfer takes place and, for the purposes of
section 48, the fair market value of the asset on the date of such transfer shall be deemed to be the full
value of the consideratioeceived or accruing as a result of the transfer.]

(5 Notwithstanding anything contained in ssiction {), where the capital gain arises from the
transfer of a capital asset, being a transfer by way of compulsory acquisition under any law, or a transfer
the consideration for which was determined or approved by the Central Government or the Reserve Bank
of India, and the compensation or the consideration for such transfer is enhanced or further enhanced by
any court, Tribunal or other authority, the capigain shall be dealt with in the following manner,
namely®

(a) the capital gain computed with reference to the compensation awarded in the first instance or,
as the case may be, the consideration determined or approved in the first instance byréhe Cen
Government or the Reserve Bank of India shall be chargeaBleiamn c ome under t he
gainso of the previous year in which such comp
thereof, was first received]; and

(b) the amount byvhich the compensation or consideration is enhanced or further enhanced by
the court, Tribunal or other authority shall be deemed to be income chargeable under the head
AiCapital gainso of the previous year in which

¥Providedthat any amount of compensation received in pursuance of an interim order of a court,
Tri bunal or other authority shal/l be deemed tc
of the previous year in which the final order of such cdutbunal or other authority is made;]

1. Ins. by Act 11 of 1987, s. 13 (w.e.f411988).

2. Subs. by Act 49 of 1991, s. 17, f oryeaiin whiclo theetransfer tbekr t h e
pl aceo0 -4(1988)e . f . 1

3. Ins. by Act 25 of 2014, s. 17 (w.e.f412015).
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[(c) wherein the assessment for any year, the capital gain arising from the transfer of a capital
asset is computed by taking the compensation or consideration referred to inalausaq the case
may be, enharted compensation or consideration referred to in clajsead subsequently such
compensation or consideration is reduced by any court, Tribunal or other authority, such assessed
capital gain of that year shall be recomputed by taking the compensatmonsideration as so
reduced by such court, Tribunal or other authority to be the full value of the considgration.

Explanationd For the purposes of this sslectiond

(i) in relation to the amount referred to in claukg the cost of acquisition arttle cost of
improvement shall be taken to big;

(if) the provisions of this sukection shall apply also in a case where the transfer took place
prior to the 1st day of April, 1988;

(i) where by reason of the death of the person who made the tramsfer, any other
reason, the enhanced compensation or consideration is received by any other person, the amount
referred to in clauseb) shall be deemed to be the income, chargeable to tax under the head
AiCapital gainso, of such other person. ]

’[(5A) Notwithstanding anything contained in ssiction {), where the capital gain arises to an
assessee, being an individual or a Hindu undivided family, from the transfer of a capital asset, being land
or building or both, under a specified agreement, the catat shall be chargeable to incotar as
income of the previous year in which the certificate of completion for the whole or part of the project is
issued by the competent authority; and for the purposes of section 48, the stamp duty value, oofthe date
issue of the said certificate, of his share, being land or building or both in the project, as increased by the
consideration received in cash, if any, shall be deemed to be the full value of the consideration received or
accruing as a result of thenisder of the capital asset:

Provided that the provisions of this ssdction shall not apply where the assessee transfers his share in
the project on or before the date of issue of the said certificate of completion, and the capital gains shall be
deemedd be the income of the previous year in which such transfer takes place and the provisions of this
Act, other than the provisions of this ssdxction, shall apply for the purpose of determination of full value
of consideration received or accruing as altesg such transfer.

Explanationd For the purposes of this sigection, the expressién

() Acompetent authorityo means the authority
under any law for the time being in force;

(i) Aspeci fi ed amggistredregreeament imehich a person owning land or
building or both, agrees to allow another person to develop a real estate project on such land or
building or both, in consideration of a share, being land or building or both in such project, whether
with or without payment of part of the consideration in cash;

(i) Astamp duty valueo means the value adopted
Government for the purpose of payment of stamp duty in respect of an immovable propeitgnideing
or building or both.d.]
%(6) Notwithstanding anything contained in ssiction (), the difference between the repurchase
price of the units referred to in sslection @) of section 80CCEnd the capital value of such units shall
be deemed to be thepital gains arising to the assessee in the previous year in which such repurchase
takes place or the plan referred to in that section is terminated and shall be taxed accordingly.

Explanationd For the purposes of this ssbe ct i on, Acapunalt sdameans
amount invested by the assessee in the units referred to-sestidn 2) of section 80CCB.]

1. Ins. by Act 32 of 2003, s. 29 (w.e.f412004).
2. Ihs. by Act 7 of 2017, s. 22 (w.e f4:2018).
3. Ins. by Act 12 of 1990, s. 15 (w.e.f411991).
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46.Capital gains on distribution of assets by companies in liquidatiod. (1) Notwithstanding
anything contained isection where the assets af company are distributed to its shareholders on its
liquidation, such distribution shall not be regarded as a transfer by the company for the purposes
of section 45

(2) Where a shareholder on the liquidation of a company receives any money or otisdr@assthe
company, he shall be chargeabletoincamex under the head ACapital ga
received or the market value of the other assets on the date of distribution, as reduced by the amount
assessed as dividend within the miegnof subclause €) of clause 22) of section 2and the sum so
arrived at shall be deemed to be the full value of the consideration for the purpssetsoof 48

[46A. Capital gains on purchase by company of its own shares or other specified secustée
Where a shareholder or a holder of other specified securities receives any consideration from any
company for purchase of its own shares or other specified securities held by such shareholder or holder of
other specified securities, then, subject toptavisions ofsection 48the difference between the cost of
acquisition and the value of consideration received by the shareholder or the holder of other specified
securities, as the case may be, shall be deemed to be the capital gains arising tarsholidshor the
holder of other specified securities, as the case may be, in the year in which such shares or other specified
securities were purchased by the company.

Explanationdc For t he purposes of this sectanogassigied pec.i
to it in Explanationto section 77A of the Companies Act, 1956 (1 of 1956).]

47.Transactions not regarded as transfe® Nothing contained isection 45hall apply to the
following transfersd

(i) any distribution of capital assets on th&al or partial partition of a Hindu undivided family;
2% * * * *
(iii) any transfer of a capital asset under a gift or will or an irrevocable trust :

¥Providedthat this clause shall not apply to transfer emd gift or an irrevocable trust of a
capital asset being shares, debentures or warrants allotted by a company directly or indirectly to its
employees undeff any Empl oyeesd Stock Option Plan or &
employees in accordamavith the guidelines issued by the Central Government in this behalf];]

(iv) any transfer of a capital asset by a company to its subsidiary comg@any, if

(a) the parent company or its nominees hold the whole of the share capital of the subsidiary
companyand

(b) the subsidiary company is an Indian company;
°[(v) any transfer of a capital asset by a subsidiary company to the holding company, if

(a) the whole of the share capital of the subsidiary company is held by the holding company,
and

(b) the holdng company is an Indian company:]

1. Ins. by Act 27 of 1999, s. 33 (w.e.f412000).

2. Clausei{) omitted by Act 11 of 1987, s. 14 (w.e.f411988).

3. Ins. by Act 10 of 2000, s. 21 (w.e.f412001).

4. Subs. by Act 14 of 2001, s. S2%,e nfeodr-4Z001lhee fEmpll oyeesd S
5. Ins. by Act 10 of 1965, s. 15 (w.e.f411965).
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IProvidedthat nothing contained in claus®)(or clause\{) shall apply to the transfer of a capital
asset made after the 29th day of February, 1988, asisttade;]

’[(vi) any transfer, in a scheme ahalgamation, of a capital asset by the amalgamating company
to the amalgamated company if the amalgamated company is an Indian company;

¥(via) any transfer, in a scheme of amalgamation, of a capital asset being a share or shares held in
an Indian companyby the amalgamating foreign company to the amalgamated foreign company, if

(a) at least twentfive per cent of the shareholders of the amalgamating foreign company
continue to remain shareholders of the amalgamated foreign company, and

(b) such transfe does not attract tax on capital gains in the country, in which the
amalgamating company is incorporated;]

“[(viaa) any transfer, in a scheme of amalgamation of a banking company with a banking
institution sanctioned and brought into force by the Cer@@ternment under stdection {) of
section 45 of the Banking Regulation Act, 1949 (10 of 1949), of a capital asset by the banking
company to the banking institution.

Explanationd For the purposes of this clause,

) Abanking comp an yneanirsgtassigned tdigirvaausd ¢f sectisnebme
of the Banking Regulation Act, 1949 (10 of 1949);

(i) fibanking institutiond shall JIsaxtioe(5tohe sa
section 45 of the Banking Regulation Act, 1949 (10 of 1949);]

*[(viab) any transfer, in a scheme of amalgamation, of a capital asset, being a share of a foreign
company, referred to in tHexplanation5to clause i) of subsection () of section 9 which derives,
directly or indirectly, its value substantially frotihhe share or shares of an Indian company, held by
the amalgamating foreign company to the amalgamated foreign comg@any, if

(A) at least twentyive per cent. of the shareholders of the amalgamating foreign company
continue to remain shareholders of the lgamated foreign company; and

(B) such transfer does not attract tax on capital gains in the country in which the
amalgamating company is incorporaied,;

®[(vib) any transfer, in a demerger, of a capital asset by the demerged company to the resulting
compayy, if the resulting company is an Indian company;

(vic) any transfer in a demerger, of a capital asset, being a share or shares held in an Indian
company, by the demerged foreign company to the resulting foreign comgany, if

(a) the shareholders holdimpt less than threurths in value of the shares of the demerged
foreign company continue to remain shareholders of the resulting foreign company; and

. Ins. by Act 26 of 1988, s. 17 (w.e.f411988).
. Ins. by Act 20 of 1967, s. 19 (w.e.f411967).
. Ins. by Act 18 of 1992, s. 23 (w.e.f411993).
. Ins. by Act 18 62005, s. 15 (w.e.f.-8-2005).
. Ins. by Act 20 of 2015, s. 14 (w.e.f412016).
. Ins. by Act 27 of 1999, s. 34 (w.e.f412000).
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(b) such transfedoes not attract tax on capital gains in the country, in which the demerged
foreign mmpany is incorporated:

Providedthat the provisions of sections 391 to 394 of the Companies Act, 1956 (1 of 1956)
shall not apply in case of demergers referred to in this clause;

[(vica) any transfer in a business reorganisation, of a capital assehebyredecessor
co-operative bank to the successoragerative bank;

(vich) any transfer by a shareholder, in a business reorganisation, of a capital asset being a share
or shares held by him in the predecesseoperative bank if the trafier is made in consideration of
the allotment to him of any share or shares in the successgecative bank.

Explanationd For the purposes of clausesicf) and yich) , t h
reorgani sat i onoop e riaptri evdee cheessekaa paemnod t
meanings respectively assigned to therseiction 44DH

e expression
i vec banko st

’[(vicc) any transfer in a demerger, of a capital asset, being a share of a foreign company, referred
to in theExplanation5to clause i of subsection {) of section 9 which derives, directly or
indirectly, its value substantially from the share or shares of an Indian company, held by the
demerged foreign company to the resulting foreign compady, if

(@) the shareholders, holding not less thhnmeefourths in value of the shares of the
demerged foreign company, continue to remain shareholders of the resulting foreign company;
and

(b) such transfer does not attract tax on capital gains in the country in which the demerged
foreign company is ingporated:

Providedthat the provisions of sections 391 to 394 of the Companies Act, 1956 (1 of 1956)
shall not apply in case of demergers referred to in this clause;

(vid) any transfer or issue of shares by the resulting company, in a scheme of deménger t
shareholders of the demerged company if the transfer or issue is made in consideration of demerger of
the undertaking;]

(vii) any transfer by a shareholder, in a scheme of amalgamation, of a capital asset being a share
or shares held by him in the algamating company,df

(a) the transfer is made in consideration of the allotment to him of any share or shares in the
amalgamated company except where the shareholder itself is the amalgamated company, and

(b) the amalgamated company is an Indian company

3[(viia) any transfer of a capital asset, being bond§Giobal Depository Receiptsgferred to in
subsection () of section 115ACmade outside India by a noasident to another neresident;

°[(viiaa) any transfer, made outside India, of a cagitalet being rupee denominated bond of an
Indian company outside India, by a A@sident to another nenesident;]

®[(viiab) any transfer of a capital asset, béing
(a) bond or Global Depository Receipt referred to in-sabtion () of section 115AC; or
(b) rupee denominated bond of an Indian company; or
(c) derivative,

made by a nomesident on a recognised stock exchange located in any International Financial Services
Centre and where the consideration for such transaction is paid or payable indoresgoy.

. Ins. by Act 22 of 2007, s. 16 (w.e.f412008).
. Ins. by Act 20 of 2015, s. 14 (w.e1f4-2016).
. Ins. by Act18 of 1992, s. 23 (w.e.f-6-1992).
. Subs. by Act 14 of 2@Wwa., s. 29, for fishareso (w.e. f.
. Ins. by Act 7 of 2017, s. 23 (w.e.f412018).
. Ins. by Act 13 of 2018, s. 17 (w.e.f412019).
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Explanationd For thepurposes of this clause,

@ Al nternational Financi al Services Centr
clause ) of section 2 of the Special Economic Zones Act, 2005;

(b) Airecogni sed s thave the neeaninyg aseignedoto itsim eauide df
Explanationl to clauseg) of section 43;

(c) Afderivativeo shalll have tad) ef seaterahofthg as s
Securities Cotracts (Regulation) Act, 1956.]

![(viib) any transfeof a capital asset, being a Government Security carrying a periodic payment
of interest, made outside India through an intermediary dealing in settlement of securities, by a non
resident to another nenesident.

Explanationd For the purposes of this claus AGover nment Securityo
assigned to it in claus)( of section 2 of the Securities Contracts (Regulation) Act, 1956 (42 of
1956);]

’[(viic) any transfer of Sovereign Gold Bond issued by the Reserve Bank of India under the
SovereignGold Bond Scheme, 2015, by way of redemption, by an assessee being an individual;]

3(viii) any transfer of agricultural land in India effected before the 1st day of March, 1970;]

“(ix) any transfer of a capital asset, being any work of art, archaeallogiientific or art
collection, book, manuscript, drawing, painting, photograph or print, to the Government or a
University or the National Museum, National Art Gallery, National Archives or any such other public
museum or institution as may be notifieg the Central Government in the Official Gazette to be of
national importance or to be of renown throughout any State or States.

Explanationd For t he purposes of this cl ause, Auni
incorporated by or under a Cenfr&tate or Provincial Act and includes an institution declared under
section 3 of the University Grants Commission Act, 1956 (3 of 1956), to be a University for the
purposes of that Act;]

°[(x) any transfer by way offconversion of bonds or debenturedgbenturestock or deposit
certificates in any form, of a company into shares or debentures of that company;]

[(xa) any transfer by way of conversion of bonds referred to in claa)sef (subsection ()
of section 115A0nto shares or debentures of amynpany;]

8[(xb) any transfer by way of conversion of preference shares of a company into equity shares of
that company;]

%[(xi) any transfer made on or before tf81st day of December, 1998] by a person (not being a
company) of a capital asset being menship of a recognised stock exchange to a company in
exchange of shares allotted by that company to the transferor.

Explanationd For t he purposes of this clause, the e
exchangeo means t he ohangd ie indidh whith i® fecognised wndec the e x
provisions of the Securities Contracts (Regulation) Act, 1956 (42 of 1956);

(xii) any transfer of a capital asset, being land of a sick industrial company, made under a scheme
prepared and sanctioned under isectl8 of the Sick Industrial Companies (Special Provisions)
Act , 1985 (1 of 1986) where such sick indust
co-operative:

1. Ins. by Act 25 of 2014, s. X@&.e.f. 1:4-2015).

2. Ins. by Act 28 of 2016, s. 28 (w.e.f412017).

3. Ins. by Act 19 of 1970, s. 11 (w.e.f411970).

4. Ins. by Act 66 of 1976, s. 11 (w.e.f411977).

5. Ins. by Act 49 of 1991, s. 18 (w.e.f411962).

6. Subs. by Act 180f1998,. 23 f or ficonver sidd92)of debentureso (w.e.f.
7. Ins. by Act 18 of 2008, s. 14 (w.e.f412008).

8. Ins. by Act 7 of 2017, s. 23 (w.e.f412018).

9. Ins. by Act 26 of 1997, s. 16 (w.e.f411998).

10. Subs. by Act 21dafy 299®0ecembAIPYf APITBd1¢w. e. . 1
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Providedthat suchtransfer is made during the period commencing from the previous year in
which the said company has become a sick industrial company undsectidn {) of section 17f
that Act and ending with the previous year during which the entire net worth ofceugbany
becomes equal to or exceeds the accumulated losses.

Explanationd For t he purposes of this clause, finet
in clause ga) of subsection {) of section 3 of the Sick Industrial Companies (Special Provisions
Act, 1985 (1 of 1986);]

Y(xiii) Fany transfer of a capital asset or intangible asset by a firm to a company as a result of
succession of the firm by a company in the business carried on by the firm, or any transfer of a capital
asset to a company inehcourse of[demutualisation or corporatisation] of a recognised stock
exchange in India as a result of which an association of persons or body of individuals is succeeded
by such company:]

Providedtha®

(a) all the assets and liabilities of the firm of the association of persons or body of
individuals relating to the business immediately before the succession become the assets and
liabilities of the company;

(b) all the partners of the firm immediately before the succession become the shareholders of
the company in the same proportion in which their capital accounts stood in the books of the firm
on the date of the succession;

(c) the partners of the firm do not receive any consideration or benefit, directly or indirectly,
in any form or manner, othénan by way of allotment of shares in the company; and

(d) the aggregate of the shareholding in the company of the partners of the firm is not less
than fifty per cent of the total voting power in the company and their shareholding continues to be
as suchfor a period of five years from the date of the succession;

“[(e) the demutualisation or corporatisation] of a recognised stock exchange in India is
carried out in accordance with a scheme Jolemutualisation or corporatisation] which is
approved bythe Securities and Exchange Board of India established under section 3 of the
Securities and Exchange Board of India Act, 1992 (15 of 1992);]

°[(xiiia) any transfer of a capital asset being a membership right held by a member of a
recognised stock exchanmgelndia for acquisition of shares and trading or clearing rights acquired by
such member in that recognised stock exchange in accordance with a scheme for demutualisation or
corporatisation which is approved by the Securities and Exchange Board oéstalidished under
section 3 of the Securities and Exchange Board of India Act, 1992 (15 of 1992);]

®[(xiiib) any transfer of a capital asset or intangible asset by a private company or unlisted public
company (hereafter in this clause referred to as thgaay) to a limited liability partnership or any
transfer of a share or shares held in the company by a shareholder as a result of conversion of the
company into a limited liability partnership in accordance with the provisions of section 56 or
section 57 of the Limited Liability Partnership Act, 2008 (6 of 2009):

. Ins. by Act 21 of 1998, s. 21 (w.e-#11999).

. Subs. by Act 14 of 2001, s. 29, for certain words (w.e4f2002).

Subs. by Act 32 of 2003420%). 30, for fAcorporatisationo
. Ins. byAct 14 of 2001, s. 29 (w.e.f-4-2002).

. Ins. by Act 32 of 2003, s. 30 (w.e.f412004).

. Ins. by Act 14 of 2010, s. 18 (w.e.f412011).
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Providedtha®

(a) all the assets and liabilities of the company immediately before the conversion become the
assets and liabilities of the limited liability partnership;

(b) all the shareholders of the company immediately before the conversion become the
partners of the limited liability partnership and their capital contribution and profit sharing ratio
in the limited liability partnership are in the same proportion as their shdiedp@n the company
on the date of conversion;

(c) the shareholders of the company do not receive any consideration or benefit, directly or
indirectly, in any form or manner, other than by way of share in profit and capital contribution in
the limited liaility partnership;

(d) the aggregate of the profit sharing ratio of the shareholders of the company in the limited
liability partnership shall not be less than fifty per cent at any time during the period of five years
from the date of conversion;

(e) thetotal sales, turnover or gross receipts in the business of the company in any of the
three previous years preceding the previous year in which the conversion takes place does not
exceed sixty lakh rupee**

’[(ed) the total value of the assets as apipedn the books of account of the company in any
of the three previous years preceding the previous year in which the conversion takes place does
not exceed five crore rupees; and]

() no amount is paid, either directly or indirectly, to any partner afubalance of
accumulated profit standing in the accounts of the company on the date of conversion for a period
of three years from the date of conversion.

Explanationd For t he purposes of this ¢l ause, t he e
publiccompanyo shall have the meanings respectiyv
Partnership Act, 2008 (6 of 2009);]

(xiv) where a sole proprietary concern is succeeded by a company in the business carried on by it
as a result of which the sole prietary concern sells or otherwise transfers any capital asset or
intangible asset to the company :

Providedtha®

(@) all the assets and liabilities of the sole proprietary concern relating to the business
immediately before the succession become thet@ssd liabilities of the company;

(b) the shareholding of the sole proprietor in the company is not less than fifty per cent of the
total voting power in the company and his shareholding continues to remain as such for a period
of five years from the datof the succession; and

(c) the sole proprietor does not receive any consideration or benefit, directly or indirectly, in
any form or manner, other than by way of allotment of shares in the company;

1.The word fAandd omitted b&H0IKCct 28 of 2016, s. 28 (w.e.f.
2. Ins. by s. 28hid. (w.e.f.1-4-2017).
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(xv) any transfeiin a scheme for lending of any seci@dt under an agreement or arrangement,
which the assessee has entered into with the borrower of such securities and which is subject to the
guidelines issued by the Securities and Exchange Board of India, established under section 3 of the
Securities and ¥hange Board of India Act, 1992 (15 of 199®)r the Reserve Bank of India
constituted under sukection {) of section 3 of the Reserve Bank of India Act, 1934 (2 of 1934)], in
this regard,;

’[(xvi) any transfer of a capital asset in a transaction afrsevmortgage under a scheme made
and notified by the Central Government;]

¥[(xvii) any transfer of a capital asset, being share of a special purpose vehicle to a business trust
in exchange of units allotted by that trust to the transferor.

Explanationdo Fr t he purposes of this ¢l ause, the e
have the meaning assigned to it in Ehgplanationto clause Z3FC) of section 16

“[(xviii) any transfer by a unit holder of a capital asset, being a unit or units, held liy thien
consolidating scheme of a mutual fund, made in consideration of the allotment to him of a capital
asset, being a unit or units, in the consolidated scheme of the mutual fund:

Providedthat the consolidation is of two or more schemes of equity tedefund or of two or
more schemes of a fund other than equity oriented fund.

Explanationd For the purposes of this clause,

@ nconsolidated schemed means the scheme w
which is formed as a result of suaterger;

() Aconsolidating schemed means the scheme o
of consolidation of the schemes of mutual fund in accordance with the Securities and Exchange
Board of India (Mutual Funds) Regulations, 1996 made undeB¢earities and Exchange Board
of India Act, 1992 (15 of 1992);

=13

(@) equity oriented fundo shal B8ohsaction10t he me a
(dd Amutual fundd means a nmBD)afaectionfldnd speci fi

°[(xiX) any tansfer by a unit holder of a capital asset, being a unit or units, held by him in the
consolidating plan of a mutual fund scheme, made in consideration of the allotment to him of a
capital asset, being a unit or units, in the consolidated plan of thatsdig¢he mutual fund.

Explanationd For the purposes of this claude,

@ Aconsolidating pland means the plan wit
under the process of consolidation of the plans within a scheme of mutual fund in accordance

1. Ins. by Act 20 of 2002,
2. Ins. by Act 18 of 2008,
3. Ins. by Act 25 of 2014,
4. Ins. by Act 20 of 2015,
5. Ins. by Act 28 of 2016,

. 23 (w.e.f442003).
. 14 (w.e.f412008).
. 18 (w.e.f412015).
. 14 (w.e.f412016).
. q8r.e.f. 1:4-2017).
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with the Securitiemnd Exchange Board of India (Mutual Funds) Regulations, 1996 made under
the Securities and Exchange Board of India Act, 1992 (15 of 1992);

() Aconsolidated pland means the plan with
formed asa result of such merger;

(o Amutual fundod means a 3D afaectiofldnd speci f

[47A. Withdrawal of exemption in certain cases (1) Where at any time before the expiry of a
period of eight years from the date of the transfex cdipital asset referred to in claus® ¢r, as the case
may be, clause/j of section 148

(i) such capital asset is converted by the transferee company into, or is treated by it @3; stock
trade of its business; or

(ii) the parent company or itominees or, as the case may be, the holding company ceases or
cease to hold the whole of the share capital of the subsidiary company,

the amount of profits or gains arising from the transfer of such capital asset not charged under
section 45y virtue of the provisions contained in clau$e) r, as the case may be, clausg df

section 47%hall, notwithstanding anything contained in the said clauses, be deemed to be income
chargeabl e under t lhe prdvieua ykarin@ligh sutharbnsfer tookplacé.] o f

’[(2) Where at any time, before the expiry of a period of three years from the date of the transfer of a
capital asset referred to in claug@ 6f section 47 any of the shares allotted to the transf in exchange
of a membership in a recognised stock exchange are transferred, the amount of profits and gains not
charged under section 4% virtue of the provisions contained in clause) (of section 47%hall,
notwithstanding anything contained iretBaid clause, be deemed to be the income chargeable under the
head fACapital gainso of the previous year in whi

%(3) Where any of the conditions laid down in the proviso to claxii¢ ¢r the proviso to clause
(xiv) of section 47are not complied with, the amount of profits or gains arising from the transfer of such
capital asset or intangible asset not charged wed#ion 4%y virtue of conditions laid down in the
proviso to clausex(ii) or the proviso to clausiy) of section 4%&hall be deemed to be the profits and
gains chargeable to tax of the successor company for the previous year in which the requirements of the
proviso to clausex{ii) or the proviso to clauseiy), as the case may be, are not complied ith.

“[(4) Where any of the conditions laid down in the proviso to clami#)( of section 47are not
complied with, the amount of profits or gains arising from the transfer of such capital asset or intangible
assets or share or shares not charged wedéon 4%y virtue of conditions laid down in the said
proviso shall be deemed to be the profits and gains chargeable to tax of the successor limited liability
partnership or the shareholder of the predecessor company, as the case may be, for tiseypeavio
which the requirements of the said proviso are not complied with.]

1. Ins. by Act 67 of 1984, s. 13 (w.e.f411985).
2. Ins. by Act 26 of 1997, s. 17 (w.e.f411998).
3.Ins.by Act 21 of 1998, s. 22 (w.e.£4:1999).
4. Ins. by Act 14 of 2010, s. 19 (w.e.f412011).
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148.Mode of computatond The i ncome <chargeable wunder t he
computed, by deducting from the full value of the consideration received or accruingsadtaf the
transfer of the capital asset the following amounts, nafely:

(i) expenditure incurred wholly and exclusively in connection with such transfer;
(i) the cost of acquisition of the asset and the cost of any improvement thereto:

Providedthat in the case of an assessee, who is aesident, capital gains arising from the transfer
of a capital asset being shares in, or debentures of, an Indian company shall be computed by converting
the cost of acquisition, expenditure incurred wholly axclusively in connection with such transfer and
the full value of the consideration received or accruing as a result of the transfer of the capital asset into
the same foreign currency as was initially utilised in the purchase of the shares or debamtdutiks,
capital gains so computed in such foreign currency shall be reconverted into Indian currency, so,
however, that the aforesaid manner of computation of capital gains shall be applicable in respect of
capital gains accruing or arising from every weistment thereafter in, and sale of, shares in, or
debentures of, an Indian company:

Provided furthethat where londerm capital gain arises from the transfer of a g capital
asset, other than capital gain arising to a-remident from the transf of shares in, or debentures of, an
Indian company referred to in the first proviso, the provisions of claysehéll have effect as if for the
words fAcost of acquisitiond and fAcost of any im
fiindexed cost of any improvemento had respecti ve

’[Provided also that nothing contained in the first and second provisos shall apply to the capital gains
arising from the transfer of a lofigrm capital asset being an equity share @ompany or a unit of an
equity oriented fund or a unit of a business trust referred to in section 112A:]

¥Provided alsdhat nothing contained in the second proviso shall apply to thetéongcapital gain
arising from the transfer of a loxigrm capitabsset, being a bond or debenture otherdhan

(@) capital indexed bonds issued by the Government; or

(b) Sovereign Gold Bond issued by the Reserve Bank of India under the Sovereign Gold Bond
Scheme, 2015:

Provided alsdhat in case of an assessee beingoaresident, any gains arising on account of
appreciation of rupee against a foreign currency at the time of redemption of rupee denominated bond of
an Indian companyfheld] by him, shall be ignored for the purposes of computation of full value of
consteration under this section:]

*[Provided alsdhat where shares, debentures or warrants referred to in the proviso to iiljuage (
section 47are transferred under a gift or an irrevocable trust, the market value on the date of such transfer
shall be demed to be the full value of consideration received or accruing as a result of transfer for the
purposes of this section:]

®[Provided alsdhat no deduction shall be allowed in computing the income chargeable under the
head fACapital anasummidoniaccountefsqruities tramséction tax under Chapter VI
of the Finance (No. 2) Act, 2004 (23 of 2004).]

1. Subs. by Act 18 of 1992, 24, for section 48 (w.e.f.-4-1993).

2. Ins. by Act 13 of 2018, s. 18 (w.e.f412018).

3. Subs. by Act 28 of 2016, s. 29, for the third proviso (w.e--2017)which was earlieinsertedby Act 26 of 1997,
s. 18 (w.e.f. 34-1998).

4. Subs. by Act 7 subscribe@l 7 w:4018)24 1t o read as f

5. Ins. by Act 10 of 2000, s. 22 (w.e.f412001).

6. Ins. by Act 23 of 2004, s. 12 (w.e.f412005).
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Explanationd For the purposes of this sectidn,

() iforeign currencyo and #Alndian currency?o
them in section 2 dfthe Foreign Exchange Management Act, 1999 (42 of 1999);]

(i) the conversion of Indian currency into foreign currency and the reconversitareggn
currency into Indian currency shall be at the rate of exchange prescribed in this behalf;

(iii) ii ndexed cost of acquisitiond means an a
same proportion as Cost Inflation Index for the year in wthiehasset is transferred bears to the Cost
Inflation Index for the first year in which the asset was held by the assessee or for the year beginning
on the’[1st day of April, 2001,] whichever is later;

(ivy fAindexed cost of any whichpeams to thenaost of inprovenzemts a |
the same proportion as Cost Inflation Index for the year in which the asset is transferred bears to the
Cost Inflation Index for the year in which the improvement to the asset took place;

3(v) NRnCost | n,fid raelationoton a premiale year, means such Index as the Central
Government may, having regard to seveitg per cent of average rise in ti€onsumer Price
Index (urban) for the immediately preceding previous year to such previous year, by natifizati
the Official Gazette, specify, in this behalf.]]

49. Cost with reference to certain modes of acquisitiod. °[(1)] Where the capital asset became the
property of the assessee

(i) on any distribution of assets on the total or partial partition ohaddundivided family;
(i) under a gift or will;
(i) (@) by succession, inheritance or devolution, or

®[(b) on any distribution of assets on the dissolution of a firm, body of individuals, or other
association of persons, where such dissolution had tplece at any time before the 1st day of
April, 1987, or]

(c) on any distribution of assets on the liquidation of a company, or
(d) under a transfer to a revocable or an irrevocable trust, or

(e) under any such transfer as is referred to in claid€[6r clause ¥)] ¥or clause ¥i)] *[or
clause Yia)] *[or clause \iaa) or clause \{iab) or clause \(ib) *'{or clause ¥ic)] or clause ica) or
clause Yich) or clause\iico)] *qor clause Xiii) or clauseXiiib) or clausexiv) of section 47];

Y¥(iv) suchassessee being a Hindu undivided family, by the mode referred to-sestitn )
of section 64t any time after the 31st day of December, 1969,]

Subs. by Act 17 of 201
Subs. by Act 7 of 2017

. Subs. by Act 10 of 2000, s. 22, for clauge(W.e.f. 14-1993).
Subs. by Act 25 of 2014, rbaanoahd®n u &lore MmEllomd208ed (Pw.i e.ef .| |
. Section 49 rmumbered as sugection () thereof by Act 20 of 1967, s. 20 (w.e.f411967).

. Subs. by Act 11 of 1987, s. 16, for stlhuse ) (w.e.f. :4-1988).

. Ins. by Act 10 of 1965, s. 16 (w.elf4-1965).

. Ins. by Act 20 of 1967, s. 20 (w.e.f411967).

. Ins. by Act 18 of 1992, s. 25 (w.e.f411993).

0. Subs. by Act 20 wi&a) o2drdsk\ca) erclaudelich) d o(r w42@1l6) c|l lause (

11. Ins. by Act 7 of 201%. 25 (w.e.f. 14-2018).

12. Subs. by Act 23xithf @0 12ectsi d4-198%.7do¢twirhel austk

13. Ins. by Act 41 of 1975, s. 12 (w.e.f411976).

3, s.,4197@8r (A6he#HEBUPD.EBYNO Ewclkal
, s4208%4 for fAlst day of April, ’
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the cost of acquisitionf the asset shall be deemed to be the cost for which the previous owner of the
property acquired it, as increased by the cost of any improvement of the assets incurred or borne by the
previous owner or the assessee, as the case may be.

Explanationd In this{subs ect i on] the expression fAprevious
any capital asset owned by an assessee means the last previous owner of the capital asset who acquired |
by a mode of acquisition other than that referred to in clai)ser ([clause {i) or clause i{i) or
clause i)] of this [sub-sedion].]

“[(2) Where the capital asset being a share or shares in an amalgamated company which is an Indian
company became the property of the assessee in consideration of a transfer referred to milafuse (
section 47, the cost of acquisition of @eset shall be deemed to be the cost of acquisition to him of the
share or shares in the amalgamating company.]

°[(2A) Where the capital asset, being a share or debenture of a company, became the property of the
assessee in consideration of a transfermedeto in clausexj or clause Xa) of section 47, the cost of
acquisition of the asset to the assessee shall be deemed to be that part of the cost of debenture, debenture
stock, bond or deposit certificate in relation to which such asset is acquireel &gsessee.]

°[(2AA) Where the capital gain arises from the transfer of specified security or sweat equity shares
referred to in sulzlause Yi) of clause 2) of section 17, the cost of acquisition of such security or shares
shall be the fair market valweghich has been taken into account for the purposes of the saitbsisie. ]

[(2AAA Where the capital asset, being rights of a partner referred to in section 42 of the Limited
Liability Partnership Act, 2008 (6 of 2009), became the property of the assessonversion as referred
to in clause Xiiib) of section 47, the cost of acquisition of the asset shall be deemed to be the cost of
acquisition to him of the share or shares in the company immediately before its conversion.]

®[(2AB) Where the capitalain arises from the transfer of specified security or sweat equity shares,
the cost of acquisition of such security or shares shall be the fair market value which has been taken into
account while computing the value of fringe benefits under clabsg ¢f subsection L) of
section 115WC.]

*[(2ABB Where the capital asset, being share or shares of a company, is acquired lrgsidean
assessee on redemption of Global Depository Receipts referred to in (blanfssubsection {) of
section115ACheld by such assessee, the cost of acquisition of the share or shares shall be the price of
such share or shares prevailing on any recognised stock exchange on the date on which a request for suct
redemption was made.

Explanationd For the purposesfahis subs ect i on, Arecognised stock
meaning assigned to it in clausi§ Of theExplanationl to subsection(5) of section 43.

9(2A0) Where the capital asset, being a unit of a business trust, became the property o§see asse
in consideration of a transfer as referred to in clausi) (of section 47, the cost of acquisition of the
asset shall be deemed to be the cost of acquisition to him of the share referred to in the said clause.]

°[(2AD) Where the capital asset, bgia unit or units in a consolidated scheme of a mutual fund,
became the property of the assessee in consideration of a transfer referred to inxeliysé (
section 47, the cost of acquisition of the asset shall be deemed to be the cosisafaactguhim of the
unit or units in the consolidating scheme of the mutual fund.

Ins. by Act 10 of 1965, s. 16 (w.e.f411965).
Subs. by Act 20 of 81667), s. 20,
Subs. by Act 41 iigdrclauif)s5q (swi-167Q), .

. Ins. by Act 20 of 1967, s. 20 (w.e.f411967).

. Subs. by Act 18 of 2008, s. 15, for ssdxrtion RA) (w.e.f. 24-2008).

. Subs. by Act 33 of 2009, s. 23, for ssdrtion RAA) (w.e.f. 24-2010).

Ins. by Act 14 of 2010, s. 20 (w.e.f412011).

. Ins. by Act 22 of 2007, s. 17 (w.e-#12008).

. Ins. by Act 20 of 2015, s. 15 (w.e.f412015).

0. Ins. by Act 25 of 2014, s. 20 (w.e.f412015).

sectiono (w.e.f.

f
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[(2AB) Wherethe capital asset, being equity share of a company, became the property of the assessee in
consideration of a transfer referred to in clavdg ¢f sectiord?, the cost of acquisition of the asset shall be
deemed to be that part of the cost of the preference share in relation to which suchaasgiired by the
assesseg.

’[(2AF) Where the capital asset, being a unit or units in a consolidated plan ofi@ fond scheme,
became the property of the assessee in consideration of a transfer referred to ixig)anissetion 47,
the cost of acquisition of the asset shall be deemed to be the cost of acquisition to him of the unit or units in
the consolidang plan ofthe scheme of the mutual fuhd.

3% * * * *

“[(2C) The cost of acquisition of the shares in the resulting company shall be the amount which bears
to the cost of acquisition of shares held by the assessee in the demerged compamge theportion as
the net book value of the assets transferred in a demerger bears to the net worth of the demerged company
immediately before such demerger.

(2D) The cost of acquisition of the original shares held by the shareholder in the demergeadycompa
shall be deemed to have been reduced by the amount as so arrived at usdetiaui2C).]

°[(2E) The provisions of subection B), subsection 2C) and suksection 2D) shall, as far as may
be, also apply in relation to business reorganisation afoaperative bank as referred to in
section 44DB.]

Explanationdo For t he purposes of this section, inet
share capital and general reserves as appearing in the books of account of the demgrgeyg com
immediately before the demerger.]

®[(3) Notwithstanding anything contained in sséction (), where the capital gain arising from the
transfer of a capital asset referred to in claigedr, as the case may be, clauggdf section 47s
deemedtdbe i ncome chargeabl e under the head ACapita
section 47A, the cost of acquisition of such asset to the transfengeany shall be the cost for which
such asset was acquired by it.]

’[(4) Where the capitalain arises from the transfer of a property, the value of which has been subject
to incometax under clausevij) ¥[or clause ¥iia)] {[or clause X)] of subsection ) of section 56, the cost
of acquisition of such property shall be deemed to be the wdligh has been taken into account for the
purposes of the said clauséi) or clause yiia)] {[or clause X)].]

°[(5) Where the capital gain arises from the transfer of an asset declared under the Income Declaration
Scheme, 2016, and the tax, surchamge penalty have been paid in accordance with the provisions of the
Scheme on the fair market value of the asset as on the date of commencement of the Scheme, the cost of
acquisition of the asset shall be deemed to be the fair market value of the adlsdtastbeen taken into
account for the purposes of the said Scheme.]

. Ins. by Act 7 of 2017, s. 25 (w.e.f412018).

. Ins. by s. 25pid. (w.e.f. £4-2017).

. Subsection 2B) omitted by Act 10 of 2000, s. 23 (w.e.f412000).
Ins. by Act 27 of 999, s. 35 (w.e.f.-8-2000).

Ins. by Act 22 of 2007, s. 17 (w.e.f412008).

Ins. by Act 67 of 1984, s. 14 (w.e.f411985).

Ins. by Act 33 of 2009, s. 23 (w.e.f10-2009).

. Ins. by Act 14 of 2010, s. 20 (w.e.f612010).

. Ins. by Act B of 2016, s. 30 (w.e.f.-4-2017).
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![(6) Where the capitajain arises from the transfer of a specified capital asset referred to in c)anfse (
the Explanationto clause §7A) of section 10, which has been transfea#dr the expiry of two years from
the end of the financial year in which the possession of such asset was handed over to the assessee, the cost
acquisition of such specified capital asset shall be deemed to be its stamp duty value as on the thst day of
second financial year after the end of the financial year in which the possession of the said specified capital
asset was handed over to the assessee.

Explanationi For the purposes of thisssbhe ct i on, Aistamp duty valueo
assessed or assessable by any authority of the State Government for the purpose of payment of stamp duty
in respect of an immovable property.

(7) Where the capital gain arises from the transfer of a capital asset, being share in the project, in the
form of land or building or both, referred to in ssdiction A) of section 45, not being the capital asset
referred to in the proviso to the said sdetion, the cost of acquisition of such asset, shall be the amount
which is deemed as full value of considenatfio that suksection;]

’[(8) Where the capital gain arises from the transfer of an asset, being the asset held by a trust or an
institution in respect of which accreted income has been computed and the tax has been paid thereon in
accordance with the prsions of Chapter X}EB, the cost of acquisition of such asset shall be deemed to
be the fair market value of the asset which has been taken into account for computation of accreted
income as on the specified date referred to insadbion 2) of sectionl 1 5 TD. 0. ]

3(9) Where the capital gain arises from the transfer of a capital asset referred to in iBusg (
section 28, the cost of acquisition of such asset shall be deemed to be the fair market value which has
been taken into account for tharposes of the said clause.]

“[50. Special provision for computation of capital gains in case of depreciable assats.
Notwithstanding anything contained in claug4) of section 2, where the capital asset is an asset
forming part of a block of assets respect of which depreciation has been allowed under this Act or
under the Indian Incomiax Act, 1922 (11 of 1922), the provisions of sections 48 and 49 shall be subject
to the following modificationg

(1) where the full value of the consideration reeéiwr accruing as a result of the transfer of the
asset together with the full value of such consideration received or accruing as a result of the transfer
of any other capital asset falling within the block of the assets during the previous year, #xeeeds
aggregate of the following amounts, namély:

(i) expenditure incurred wholly and exclusively in connection with such transfer or transfers;
(i) the written down value of the block of assets at the beginning of the previous year; and

(iii) the actualcost of any asset falling within the block of assets acquired during the
previous year,

such excess shall be deemed to be the capital gains arising from the transfertefrshzapital assets;

(2) where any block of assets ceases to existiels, for the reason that all the assets in that block are
transferred during the previous year, the cost of acquisition of the block of assets shall be the written
down value of the block of assets at the beginning of the previous year, as increageddbyahcost of
any asset falling within that block of assets, acquired by the assessee during the previous year and the
income received or accruing as a result of such transfer or transfers shall be deemed to be the capital gains
arising from the transfeof shortterm capital assets.]

°[50A. Special provision for cost of acquisition in case of depreciable as$eWWhere the capital
asset is an asset in respect of which a deduction on account of depreciation underi)xlatise (
subsection {) of section 3zas been obtained by the assessee in any previous year, the provisions of
section 48&nd 49shall apply subject to the modification that the written down value, as defined in
clause §) of section 43, of the asset, as adjussbd]l be taken as the cost of acquisition of the asset.]

1. Ins. by Act 7 of 2017, s. 25 (w.e.£412018).

2. Ins. by s. 25pid. (w.e.f. £6-2016).

3. Ins. by Act 13 of 2018, s. 19 (w.e.f412019).

4. Subs. by Act 46 of 1986, s. 9, for section 50 (w.e4:1088).
5.Ins. by Act 21 of 1998, s. 23 (w.e.£4:1998).
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[50B. Special provisionfor computation of capital gains in case of slump sal@.(1) Any profits
or gains arising from the slump sale effected in the previous year shall be chargeable tetamcame
capital gains arising from the transfer of letegm capital assets and shall be deemed to be the income of
the previous year in which the transfer took place:

Providedthat any profits or gains arising from the transfer under the slump sale of aral aapét
being one or more undertakings owned and held by an assessee for not more thaix timotyths
immediately preceding the date of its transfer shall be deemed to be the capital gains arising from the
transfer of shorterm capital assets.

(2) In relation to capital assets being an undertaking or division transferred by way of such sale, the
Ainet wortho of the wundertaking or the division,
acquisition and the cost of improvement for the purpadesection 48&nd49and no regard shall be
given to the provisions contained in the second proviso to section 48.

(3) Every assessee, in the case of slump sale, shall furnish in the prescribalbfgrmith the return
of income, a report of an accountas defined in th&xplanationbelow subsection ) of section 288,
indicating the computation of the net worth of the undertaking or division, as the case may be, and
certifying that the net worth of the undertaking or division, as the case may lmdmasorrectly arrived
at in accordance with the provisions of this section.

2[Explanationld For the purposes of this section, Anet
assets of the undertaking or division as reduced by the value of lialfitsesh undertaking or division
as appearing in its books of account:

Providedthat any change in the value of assets on account of revaluation of assets shall be ignored for
the purposes of computing the net worth.

Explanation2.0 For computing the net wiir, the aggregate value of total assets shall be,

(a) in the case of depreciable assets, the written down value of the block of assets determined in
accordance with the provisions contained in -getm (C) of item () of subclause €) of
clause 6) of section 433**

“[(b) in the case of capital assets in respect of which the whole of the expenditure has been
allowed or is allowable as a deduction under section 35WPand

(c) in the case of other assets, the book value of such assets.]]]

°[50C. Special provision for full value of consideration in certain cases.(1) Where the
consideration received or accruing as a result of the transfer by an assessee of a capital asset, being lanc
or building or both, is less than the value adopfedassessed or assessable] by any authority of a State
Government (hereafter in this section referred
payment of stamp duty in respect of such transfer, the value so afloptasisessed or assesshblall,
for the purposes of section 48, be deemed to be the full value of the consideration received or accruing as
a result of such transfer.]

[Providedthat where the date of the agreement fixing the amount of consideration and the date of
registration for the transfer of the capital asset are not the same, the value adopted or assessed or
assessable by the stamp valuation authority on the date of agreement may be taken for the purposes of
computing full value of consideration for such tri@ns

. Ins. by Act 27 of 1999, s. 36 (w.e.f412000).

. Subs. by Act 10 of 2000, s. 24, for teplanation(w.e.f. 1:4-2000).

The word fiando omitt ed420lp). Act 33 of 2009, s. 24 (w.e./
. Subsby s. 24 bid., for clauself) (w.e.f. 1:4-2010).

. Ins. by Act 20 of 2002, s. 24 (w.e.f412003).

Subs. by Act 33 of 20@02009s. 25, for fAor assessedo (w.
. Ins. by Act 28 of 2016, s. 31 ( w.e.f412017).

~NOoO O~ WN P
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Provided furthethat the first proviso shall apply only in a case where the amount of consideration, or
a part thereof, has been received by way of an account payee cheque or account payee bank draft or by
use of electronic clearing system throughamnk account, on or before the date of the agreement for
transfer.]

[Provided also that where the value adopted or assessed or assessable by the stamp valuation
authority does not exceed one hundred and five per cent. of the consideration receivegiragy asa
result of the transfer, the consideration so received or accruing as a result of the transfer shall, for the
purposes of section 48, be deemed to be the full value of the considgration.

(2) Without prejudice to the provisions of sabction 1), whered

(a) the assessee claims before any Assessing Officer that the value afloptassessedr
assessable] by the stamp valuation authority undesaction {) exceeds the fair market value of
the property as on the date of transfer;

(b) the value so adoptefor assessed assessable] by the stamp valuation authority under
subsection L) has not been disputed in any appeal or revision or no reference has been made before
any other authority, court or the High Court,

the Assessing Officer may refer the valuation of the capital asset to a Valuation Officer and where any
such reference is made, the provisions otseittions 2), (3), (4), (5) and 6) of section 16A, clause)(of
subsection {) and subsections §) and {) of section 23A, sulsection b) of section 24, section 34AA,
section 35 and section 37 of the Weablhk Act, 1957 (27 of 1957), shall, with necessary modifications,
apply in relation to such reference as they apply in relation to a reference maeeAsgdissing Officer

under suksection () of section 16A of that Act.

jExplanationl.]d For the purposes of this section, ivVval
as in clauserj of section 2 of the Weaktax Act, 1957 (27 of 1957).
‘[Explanation2d For t he purposes of this section, the ¢

the stamp valuation authority would have, notwithstanding anything to the contrary contained in any other
law for the time being in force, adopted or assessed, if & wederred to such authority for the purposes
of the payment of stamp duty.]

(3) Subject to the provisions contained in mdstion 2), where the value ascertained under
subsection ) exceeds the value adoptddr assessedr assessable] byé¢ stamp valuation authority
referred to in sulsection (), the value so adoptéfbr assessedr assessable] by such authority shall be
taken as the full value of the consideration received or accruing as a result of the transfer.]

°[50CA. Specialprovision for full value of consideration for transfer of share other than quoted
shared (1) Where the consideration received or accruing as a result of the transfer by an assessee of a
capital asset, being share of a company other than a quoted slem®than the fair market value of such
share determined in such manner as may be prescribed, the value so determined shall, for the purposes of
section 48, be deemed to be the full value of consideration received or accruing as a result of such transfer.

Explanatond For t he purposes of this section, Afquot
recognised stock exchange with regularity from time to time, where the quotation of such share is based
on current transaction made in the ordinary course of lassjne

®[50D. Fair market value deemed to be full value of consideration in certain cased.Where the
consideration received or accruing as a result of the transfer of a capital asset by an assessee is not
ascertainable or cannot be determined, then, foptinpose of computing income chargeable to tax as
capital gains, the fair market value of the said asset on the date of transfer shall be deemed to be the full
value of the consideration received or accruing as a result of such transfer.]

1. Ins. by Act 13 of 201&. 20 (w.e.f. 14-2019).

2. Subs. by Act 33 of 20602009 . 25, for fAor assessedo (w.
3. TheExplanationrenumbered aBxplanationl thereof by s. 25pid. (w.e.f. 210-2009).

4. Ins. by s. 25bid. (w.e.f. 210-2009).

5. Ins. by Act 7 02017, s. 26 (w.e.f.--2018).

6. Ins. by Act 23 of 2012, s. 17 (w.e.f412013).
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51. Advance moneyeceivedd Where any capital asset was on any previous occasion the subject of
negotiations for its transfer, any advance or other money received and retained by the assessee in respect
of such negotiations shall be deducted from the cost for which taeveas acquired or the written down
value or the fair market value, as the case may be, in computing the cost of acquisition:

[Providedthat where any sum of money, received as an advance or otherwise in the course of
negotiations for transfer of a capiasset, has been included in the total income of the assessee for any
previous year in accordance with the provisions of clan$e{ subsection ) of section 56then, such
sum shall not be deducted from the cost for which the asset was acquhiedwitten down value or the
fair market value, as the case may be, in computing the cost of acquisition.]

52.[Consideration for transfer in cases of understatemp@r®mitted by the FinancAct, 1987 (11
of 1987) s.17 (w.e.f.1-4-1988) Earlier amendedy Act5 of 1964,s. 13 (.e.f 1-4-1964) Act 25 of
1975, s. 9W.e.f 1-4-1974)and Actl90f 1978,s. 9 (w.e.f.1-4-1974).

53. [Exemption of capital gains from a residential hal&eOmitted by the FinancAct, 1992 (18 of
1992) s.26 (w.e.f.1-4-1993) Earlier substituted by Adi7 of 1984,s. 15 (w.e.f.1-4-1985)and amended
by Act110f1987,s. 18 (v.e.f 1-4-1988).

54. Profit on sale of property used for residencd 4(1)] **[Subject to the provisions of
subsection ), where, in the case of ansassee being an individual or a Hindu undivided family], the
capital gain arises from the transfer of a kbegn capital assét**, being buildings or lands appurtenant
thereto, and being a residential house, the income of which is chargeable undemtlie hii | n c o me f
house propertyo (hereafter in this section refe
period of°[one year before or two years after the date on which the transfer took place purchased], or has
within a period of thee years after that dafeonstructed, one residential house in India], then], instead
of the capital gain being charged to incetar as income of the previous year in which the transfer took
place, it shall be dealt with in accordance with the followirayisions of this section, that is to say,

(i) if the amount of the capital gafiiis greater than the cost Sfthe residential house] so
purchased or constructed (hereafter in this section referred to as the new asset)], the difference
between the aount of the capital gain and the cost of the new asset shall be charged under section 45
as the income of the previous year; and for the purpose of computing in respect of the new asset any
capital gain arising from its transfer within a period of thregryef its purchase or construction, as
the case may be, the cost shalhbeor

(i) if the amount of the capital gain is equal to or less than the cost of the new asset, the capital
gain shall not be charged under sectionattj for the purpose @omputing in respect of the new
asset any capital gain arising from its transfer within a period of three years of its purchase or
construction, as the case may be, the cost shall be reduced by the amount of the capital gain.

1. Ins. by Act 25 of 2014, s. 21 (w.e.f412015).

2. Section 54 renumbered as sdttion () thereof by Act 19 of 1978, s. 10 (w.e.f411974).

3. Subs. by Act 14 of 128 s. 11, for certain words (w.e.£4:1983).

4. Subs. by Act 11 of 1987, s. 19, fo

5. The words and figures fAto which t
(w.e.f. 1:4-1985).

6 . Subs. by Act 23 of 1986, S . 11, for fone year befor
(w.e.f. 1:4-1987).

r AWH-2B8., in the ca:
h e pActa32 of 988, 15.514 o f s e

7. Subs. by Act 25 of r2Gli4d,eng.i a2 24;p060).sre 0fi d ovn &t. fuctled, a
8. Subs. by Act 19 of 1978, s. 10, f4a1974)iii s greater than |
9 Subs. by Act 14 of 1982, -44983).11, for #fAthe house proper:



IProvided that wher¢he amout of the capital gain does not exceed two crore rupees, the
assessee, may at his option, purchase or construct two residential houses in India, and where such an
option has been exercised,

(a) the provisions of this sufection shall have effectas bt t he words fone
house in I ndiabo, the words Atwo residenti al I

(b) any reference in this stdection and subection®) t o finew asset 0 shal
reference to the two residential houses inidndProvided further that where during any
assessment year, the assessee has exercised the option referred to in the first proviso, he shall not
be subsequently entitled to exercise the option for the same or any other assessment year.]

2% * * * *

3(2) The amount of the capital gain which is not appropriated by the assessee towards the purchase of
the new asset made within one year before the date on which the transfer of the original asset took place,
or which is not utilised by him for the purdeor construction of the new asset before the date of
furnishing the return of income undesection 139shall be deposited by him before furnishing such
return [such deposit being made in any case not later than the due date applicable in the ease of th
assesse#or furnishing the return of income under ssdction () of section 139jn an account in any
such bank or institution as may be specified in, and utilised in accordance with, any scheme which the
Central Government may, by notification in ttéficial Gazette, frame in this behalf and such return
shall be accompanied by proof of such deposit; and, for the purposes-sd#ctian (), the amount, if
any, already utilised by the assessee for the purchase or construction of the new assewitiyétieer
amount so deposited shall be deemed to be the cost of the new asset:

Providedthat if the amount deposited under this-selbtion is not utilised wholly or partly for the
purchase or construction of the new asset within the period specifad$ection (), thend

(i) the amount not so utilised shall be charged under section 45 as the income of the previous
year in which the period of three years from the date of the transfer of the original asset expires; and

(i) the assessee shall be #ed to withdraw such amount in accordance with the scheme
aforesaid.

A% * * * *
54A. [Relief of tax on capital gains in certain ca3@sOmitted by the FinancéNo. 2) Act, 1971(32

of 1971) s.11 (w.e.f.1-4-1972) Earlier inserted by AcflO of 1965,s.17 (1-4-1965).Again inserted by
Act4 of 1988,s.16 (w.e.f.1-4-1988)and omitted by A of 1989,s.95 (w.e.f.1-4-1989).

°[54B. Capital gain on transfer of land used for agricultural purposes not to be charged in
certain case® °[(1)] [Subject to the provisions of sidection ), where the capital gain arises] from

1. Ins. by Act 7 of 2019, s. @v.e.f. 14-2020).

2. TheExplanationomitted by Act 11 of 1987, s. 19 (w.e.f411988).

3. Subs. by s. 19bid., for subsection ) (w.e.f. 24-1988).

4. TheExplanationomitted by Act 18 of 1992, s. 27 (w.e.f411993).

5. Ins. by Act 19 of 1970, 4.1 (w.e.f. 24-1970).

6. Section 54B renumbered as sdrtion 1) thereof by Act 19 of 1978, s. 11 (w.e.f411974).

7. Subs. by Act 11 of 1987, s. 281983 .or AWhere the capital
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the transfer of @apital asset being land which, in the two years immediately preceding the date on which
the transfer took place, was being used'[tye assessee being amlividual or his parent, or a Hindu
undivided family] for agricultural purpose§(hereinafter referred to as the original asset)], and the
assessee has, within a period of two years after that date, purchased any other land for being used for
agricultual purposes, then, instead of the capital gain being charged to h@wms income of the
previous year in which the transfer took place, it shall be dealt with in accordance with the following
provisions of this section, that is to say,

(i) if the amaunt of the capital gain is greater than the cost of the land so purchased (hereinafter
referred to as the new asset), the difference between the amount of the capital gain and the cost of the
new asset shall be charged under section 45 as the incomegpofvloais year; and for the purpose of
computing in respect of the new asset any capital gain arising from its transfer within a period of
three years of its purchase, the cost shafliber

(i) if the amount of the capital gain is equal to or less tive cost of the new asset, the capital
gain shall not be charged under section 45; and for the purpose of computing in respect of the new
asset any capital gain arising from its transfer within a period of three years of its purchase, the cost
shall be educed, by the amount of the capital gain.]

3(2) The amount of the capital gain which is not utilised by the assessee for the purchase of the new
asset before the date of furnishing the return of income under section 139, shall be deposited by him
beforefurnishing such return [such deposit being made in any case not later than the due date applicable
in the case of the assessee for furnishing the return of income unelcsiam () of section 139] in an
account in any such bank or institution as mayspecified in, and utilised in accordance with, any
scheme which the Central Government may, by notification in the Official Gazette, frame in this behalf
and such return shall be accompanied by proof of such deposit; and, for the purposeseoficult),
the amount, if any, already utilised by the assessee for the purchase of the new asset together with the
amount so deposited shall be deemed to be the cost of the new asset:

Providedthat if the amount deposited under this-sabtion is not utilisedvholly or partly for the
purchase of the new asset within the period specified isaction (), thend

(i) the amount not so utilised shbk charged under section 45as the income of the previous year
in which the period of two years from the datetaf transfer of the original asset expires; and

(i) the assessee shall be entitled to withdraw such amount in accordance with the scheme
aforesaid.

A% * * * *

54C.[Capital gain on transfer of jewellery held for personal use not to be chargeddim casel
Omitted by the Finance Act976(66 of 1976)(w.e.f.1-4-1976) Earlier inserted by Act6 of 1972,s.9
(w.e.f 1-4-1973).

1. Subs. by Act 23 edfs@d 1®r, @ .p dlBeold).oaf fitiheo a(sw. e. f . 1
2. Ins. by Act 19 of 1978, s. 11 (w.e.f411974).

3. Subs. by Act 11 of 1987, s. 20, for ss#xtion 2) (w.e.f. 14-1988).

4. TheExplanationomitted by Act 18 of 1992, s. 28 (w.e.f411993).
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[54D. Capital gain on compulsory acquisition of lands and buildings not to be charged in
certain case® ’[(1)] ¥Subject to the provisions of sidection ), where the capital gain arises] from
the transfer by way of compulsory acquisition under any law of a capital asset, being land or building or
any right in land or building, forming part of an industrial unalertg belonging to the assessee which, in
the two years immediately preceding the date on which the transfer took place, was being used by the
assessee for the purposes of the business of the said undefi@drenfter in this section referred to as
theoriginal asset)], and the assessee has within a period of three years after that date purchased any othel
land or building or any right in any other land or building or constructed any other building for the
purposes of shifting or restablishing the sdiundertaking or setting up another industrial undertaking,
then, instead of the capital gain being charged to indamas the income of the previous year in which
the transfer took place, it shall be dealt with in accordance with the following previsidhis section,
that is to say

(i) if the amount of the capital gain is greater than the cost of the land, building or right so
purchased or the building so constructed (such land, building or right being hereafter in this section
referred to as theew asset), the difference between the amount of the capital gain and the cost of the
new asset shall be charged under sectioasdthe income of the previous year; and for the purpose of
computing in respect of the new asset any capital gain arisingifsotransfer within a period of
three years of its purchase or construction, as the case may be, the costrshall be

(i) if the amount of the capital gain is equal to or less than the cost of the new asset, the capital
gain shall not be charged werdsection 45and for the purpose of computing in respect of the new
asset any capital gain arising from its transfer within a period of three years of its purchase or
construction, as the case may be, the cost shall be reduced by the amount of {rgagapita

°[(2) The amount of the capital gain which is not utilised by the assessee for the purchase or
construction of the new asset before the date of furnishing the return of income under section 139,shall be
deposited by him before furnishing such rat{such deposit being made in any case not later than the
due date applicable in the case of the assessee for furnishing the return of income uséeticult)
of section 13Pin an account in any such bank or institution as may be specified injtdisdd in
accordance with, any scheme which the Central Government may, by notification in the Official Gazette,
frame in this behalf and such return shall be accompanied by proof of such deposit; and, for the purposes
of subsection {), the amount, iiny, already utilised by the assessee for the purchase or construction of
the new asset together with the amount so deposited shall be deemed to be the cost of the new asset:

Providedthat if the amount deposited under this-sabtion is not utiliseavholly or partly for the
purchase or construction of the new asset within the period specified-sestitn ), thend

(i) the amount not so utilised shall be charged under section 45as the income of the previous year
in which the period of three yedrsm the date of the transfer of the original asset expires; and

(i) the assessee shall be entitled to withdraw such amount in accordance with the scheme
aforesaid.

B * * * *

1. Ins. by Act21 of 1973, s. 7 (w.e.f.-4-1974).

2. Section 54D numbered as ssiction L) thereof by Act 19 of 1978, s. 12 (w.e.f411974).

3 Subs. by Act 11 of 1987, s. 2-41988.or fAWhere the capital
41Ins. by Act 19 of 1978, s. 12 (f. 1-4-1974).

5. Subs. by Act 11 of 1987, s. 21, for ss#xtion 2) (w.e.f. 14-1988).

6. TheExplanationomitted by Act 18 of 1992, s. 29 (w.e.f411993).
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[54E. Capital gain on transfer of capital not to be assets charged icertain cased (1) Where
the capital gain arises from the transfer élang-term capital assef[before the 1st day of April, 1992],
(the capital asset so transferred being hereafter in this section referred to as the original asset) and the
assessedas, within a period of six months after the date of such transfer, invested or deposited the
“lwhole or any part of the net consideration] in any specified asset (such specified asset being hereafter in
this section referred to as the new asset), thetiatagain shall be dealt with in accordance with the
following provisions of this section, that is to say,

(a) if the cost of the new asset is not less tharr[iet consideration] in respect of the original
asset, the whole of such capital gain shatlbe charged under section 45;

(b) if the cost of the new asset is less thar’fhet consideration] in respect of the original asset,
so much of the capital gain as bears to the whole of the capital gain the same proportion as the cost of
acquisitionof the new asset bears to ffreet consideration] shall not be charged under section 45:

‘[Providedthat in a case where the original asset is transferred after the 28th day of February, 1983,
the provisions of this subection shall not apply unless thgsessee has invested or deposited the whole
or, as the case may be, any part of the net consideration in the new asset by initially subscribing to such
new asset:]

¥ Provided furthethat in a case where the transfer of the original asset is by way @utsoTy
acquisition under any law and the full amount of compensation awarded for such acquisition is not
received by the assessee on the date of such transfer, the period of six months referred to in this
subsection shall, in relation to so much of sumbmpensation as is not received on the date of the
transfer, be reckoned from the date immediately following the date on which such compensation is
received by the assessgar the 31st day of March, 1992, whichever is earlier].]

Explanation 18 '[For thepurposes of thissube ct i on, fispedi fi ed asset o

(a) in a case where the original asset is transferred before the 1st day of March, 1979, any of the
following assets, nameky:]

(i) securities of the Central Government or a State Government;

(i) savings certificates as defined in clausg df section 2 of the Government Savings
Certificates Act, 1959 (46 of 1959);

(iii) units in the Unit Trust of India established under the Unit Trust of India
Act, 1963 (52 of 1963);

1. Ins. by Act 29 of 1977, s. 13 (w.e.f411978).

2 Subs. by Act Ipitalasskt, ndt@eingashdste r d2¢capiot a @-eMWB).set 0 (w. e. f. i

3. Ins. by Act 18 of 1992, s. 30 (w.e.f411992).

4 Subs. by Act 21 of 1979, S . 8, for Afull val uef of t he
suchtansfer 041978). e. f . 1

5. Subs. by s. 8bid. for afull value of cons-41&W)y.ati on received or

6.Subs.bys.8bid. , for #Afull value 04197 uch considerationo (w.e.f

7. Ins. by Act 11 of 1983, s. 20 (w.€1f4-1983).

8. Ins. by Act 67 of 1984, s. 16 (w.e.f411984).

9. Ins. by Act 18 of 1992, s. 30 (w.e.f411992).

10. Subs. by Act 21 of 197 9-section andBsubedtian 8) ,0 Ffosrp etchief ipeudr paossseest
of the following assets, namefy:6 ( w. -4-1979). 1
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(iv) debentures specifiedy the Central Government for the purposes of clatiigeof
subsection () of section 80L;

(V) shares in any Indian company which are issued to the public or are listed in a recognised
stock exchange in India in accordance wiith Securities Contracts (Regulation) Act, 1956 (42 of
1956), and any rules made thereunder, where the investment in such shares is made before the 1st
day of March, 1978;

![(va) equity shares forming part of any eligible issue of capital, where thetimessin such
shares is made after the 28th day of February, 1978;]

(vi) deposits for a period of not less than three years with the State Bank of India established
under the State Bank of India Act, 1955 (23 of 1955), or any subsidiary bank as defihed in
State Bank of India (Subsidiary Banks) Act, 1959 (38 of 1959) or any nationalised bank, that is to
say, any corresponding new bank, constituted under section 3 of the Banking Companies
(Acquisition and Transfer of Undertakings) Act, 1970 (5 of 1970)any coeoperative society
engaged in carrying on the business of banking (includingapemtive land mortgage bank or a
co-operative land development bank);

’[(b) in a case where the original asset is transferred after the 28th day of Februarijpd979
before the 1st day of March, 1983], such National Rural Development Bonds as the Central
Government may notify in this behalf in the Official Gazette;]

¥(c) in a case where the original asset is transferred after the 28th day of Februarffpao83
before the 1st day of April, 1986], any of the following assets, naéely:

(i) securities of the Central Government which that Government may, by natification in the
Official Gazette, specify in this behalf;

(i) special series of units of the Unit Trudtindia established under the Unit Trust of India
Act, 1963 (52 of 1963), which the Central Government may, by notification in the Official
Gazette, specify in this behalf;

(i) such National Rural Development Bonds as have been notified under cljuse (
of Explanation 1or as may be notified in this behalf under this clause by the Central
Government;

(iv) such debentures issued by the Housing and Urban Development Corporation Limited [a
Government company as defined in section 617 of the Companie$95&,(1 of 1956)], as the
Central Government may, by notification in the Official Gazette, specify in this behalf;]

“[(d) in a case where the original asset is transferred after the 31st day of March, 1986, any of the
assets specified in clause) @nd seh bonds issued by any public sector company, as the Central
Government may, by notification in the Official Gazette, specify in this behalf;]

1. Ins. by Act 19 of 1978, s. 13 (w.e.f411978).
2. Ins. by Act 21 of 1979, s. 8 (w.e.f411979).

3. Ins. by Act 11 of 1983, s. 20 (w.e.f411983).
4. Ins. by Act 23 of 1986, s. 12 (w.e.f411987).
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1y * * * *]

’[(e) in a case where the original asset is transferred after the 31st day of March, 198§%hany
assets specified in clauses &nd () and such debentures or bonds issued by the National Housing
Bank established under section 3 of the National Housing Bank Act, 1987 (53 of 1987), as the Central
Government may, by notification in the Offici@hzette, specify in this behalf.]

*[Explanation2d A El i gi bl e i ssue of capital 0o sdeddnl) have
of section 80CC.

Explanation3.5 An assessee shall not be deemed to have invggtedvhole or any part of the net
consideration in any equity shares referred to incdabse y¥a) of clause §)] of Explanationl, unless the
assessee has subscribed to or purchased the shares in the manner specifiexbgtiogu8) of
section 80CC. ]

°[Explanation4].d i Co s t datjon tb any mew &sset, being a deposit referred{suib-clause Vi)
of clause 4)] of Explanationl, means the amount of such deposit.

[Explanation5.8 0 Ne t considerationbo, in relation to th
value of the cosideration received or accruing as a result of the transfer of the capital asset as reduced by
any expenditure incurred wholly and exclusively in connection with such transfer.]

¥(1A) Where the assessee deposits after the 27th day of April, 197Bytinde or any part of the net
consideration in respect] of the original asset in any new asset, being a d&pefsitred to in
subclause ¥i) of clause 4)] of Explanationl below subsection {), the cost of such new asset shall not
be taken intaaccount for the purposes of that séztion unless the following conditions are fulfilled,
namelyd®

(a) the assessee furnishes, along with the deposit, a declaration in writing, to the bank or the
co-operative society referred to in thsaid subclause(vi)] with which such deposit is made, to the
effect that the assessee will not take any loan or advance on the security of such deposit during a
period of three years from the date on which the deposit is made;

(b) the assessee furnishes, along withrdtarn of income for the assessment year relevant to the
previous year in which the transfer of the original asset was effected or within such further time as
may be allowed by th&[Assessing Officer], a copy of the declaration referred to in claa)seuly
attested by an officer not below the rank of-sigient, agent or manager of such bank or an officer of
corresponding rank of such-operative society.

. TheExplanationomitted by Act 11 of 1987, s. 74 (w.e.f411987).
. Ins. by Act 13 of 1989, s. 12 (w.e.f411990).
. Ins. by Act 19 of 1978, s. 13 (w.e.f411978).
Subs. by Act 21 of 1979, s. 8, f oofinahyehudy slates referrecatd iie o f
clauseya) 0 ( w4-1879f . 1
. Explanation2 renumbered aSxplanation4 by Act 19 of 1978, s. 13 (w.e.f:4:1978).
Subs. by Act 21vipod @(WAE9E s.18, for fAclause (
. Ins. by s. 8ipid. (w.e.f. 1:4-1979).
. Ins. by Act 19 of 1978, s. 13 (w.e.f411978).
Subs. by Act 21 of 1979, S . 8, for afull val uétheo f t he
transf erdd97Qw. e. f . 1
10. Subs. bys. 8id.,for fAreferr @)do t Owdil®79)fc.l alise (
11.Subs. bys. 8id. , f or fAvh @i d wd-19a9% s e 1(
12. Subs. by Act #da»fOflPiB84L1O8). ( @, e Al ncd me
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(1B) Where on the fulfilmenof the conditions specified in stdection LA), the cost of the new set
referred to in that subection is taken into account for the purposes ofsaation (), the assessee shall,
within a period of ninety days from the expiry of the period of three years reckoned from the date of such
deposit, furnish to thé[Assessig Officer] a certificate from the officer referred to in claus® ¢f
subsection {A) to the effect that the assessee has not taken any loan or advance on the security of such
deposit during the said period of three years.]

’[(1C) Notwithstanding anythig contained in subection (), where the capital gain arises from the
transfer of the original asset, made after the 31st day of March, 1992, in respect of which the assessee had
received any amount by way of advance on or before the 29th day of Feli@@2yand had invested or
deposited the whole or any part of such amount in the new asset on or before the later date, then, the
provisions of clauses) and p) of subsection () shall apply in the case of such investment or deposit as
they apply in tle case of investment or deposit under thatsadion.]

(2) Where the new asset is transferred, or converted (otherwise than by transfer) into money, within a
period of three years from the date of its acquisition, the amount of capital gain arisintpdrtansfer
of the original asset not charged undection 45n the basis of the cost of such new asset as provided in
clause §) or, as the case may be, clausg ¢f subsection {) shall be deemed to be income chargeable
under the head f Cd[lprigteanl capitahassets] df the prévimus iyeamin vhich the
new asset is transferred or converted (otherwise than by transfer) into money.]

“I’[Explanation].8 Where the assessee deposits after the 27th day of April, 197Bytinée or any
part of the net consideration in respect] of the original asset in any new asset, being a deposit referred to
in ‘[sub-clause Yi) of clause 4)] of Explanation1 below subsection ), and such assessee takes any
loan or advance on the security of such deposit, he shall be deemed to have converted (otherwise than by
transfer) such deposit into money on the date on which such loan or advance is taken.]

8[Explanation 2 In a case where the original asset is transferred after the 28th day of February,
1983 and the assessee invests the whole or any part of the net consideration in respect of the original asset
in any new asset and such assessee takes any loan or advancesouarityeo such new asset, he shall
be deemed to have converted (otherwise than by transfer) such new asset on the date on which such loan
or advance is taken.]

9% * * * *

9(3)] Where the cost of the equity shares referred td'fsub-clause ya) of clause §)] of
Explanationl below subsection L) is taken into account for the purposes of claase( clauself) of

subsection () **** a deduction with reference to such cost shall not be allowed under section 80CC.

1. Subs. by Act 4 -todx 10f3feif ¢41988)2( wf or fl ncome

2. Ins. by Act 18 of 1992, s. 30 (w.e.f411992).

3. Subs. by Act 11 of 1987, -tser n22c,apiotra|mdasds e¢tas 0 a(sve.eet.sf .01

4. Ins. by Act 19 of 1978, s. 13 (w.e.f411978).

5. TheExplanationnumbered aExplanationl by Act 11 of 1983, s. 20 (w.e.f:4£1983).

6 . Subs. by Act 21 of 1979, S . 8, for afull val uétheo f t he
transf erdd979w. e. f . 1

7.Subs. by s. 8bid.,f or  fi )l da u(sved-1§79) . 1

8. Ins. by Act 11 of 1983, s. 20 (w.e.f411983).

9. Subsections 8), (4) and 6) omitted by Act 11 of 1987, s. 22 (w.e.f411988).

10. Subsection 6) renumbered as stdection 8) by s. 22jbid. (w.e.f.1-4-1988).

11. Subs. by Act 21lvaoof (w7699 .s.1 8, for ficlause (

12. The words, br acket 8)0rclauselff of sulsseckon §) of iognirtd eforbyc lAxu s el 1(
(w.e.f. 1:4-1988).
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[54EA. Capital gain ontransfer of long-term capital assets not to be charged in the case of
investment in ?[specified securitieslp (1) Where the capital gain arises from the transfer of a-terg
capital assef[before the 1st day of April, 2000] (the capital asset so tearesf being hereafter in this
section referred to as the original asset) and the assessee has, at any time within a period of six months
after the date of such transfer, invested the whole or any part of the net consideration in any of the
“lbonds, debentes, shares of a public company or units of any mutual fund referred to in @8e (
of section 103pecified by the Board in this behalf by notification in the Official Gazette (such assets
hereafter in this section referred to as Yspecified seciities]), the capital gain shall be dealt with in
accordance with the following provisions of this section, that is t@say,

(a) if the cost of the[specified securities] is not less than the net consideration in respect of the
original asset, the whole sfich capital gain shall not be charged ursdetion 45;

(b) if the cost of the/[specified securities] is less than the net consideration in respect of the
original asset, so much of the capital gain as bears to the whole of the capital gain the same
proportion as the cost of acquisition of tfispecified securities] bears to the net consideration shall
not be charged undsection 45.

(2) Where the”[specified securities] are transferred or converted (otherwise than by transfer) into
money at any time ithin a period of three years from the date of their acquisition, the amount of capital
gain arising from the transfer of the original asset not charged sadéon 4%n the basis of the cost of
such?[specified securities] as provided in clauapdr clause ) of subsection {) shall be deemed to be
the income chargeabl e under ttdrme capital asdets iofCha préviows | g
year in which theé[specified securities] are transferred or converted (otherwise thdramsfer) into
money.

Explanationd In a case where the original asset is transferred and the assessee invests the whole or
any part of the net consideration in respect of the original asset ifispegified securities] and such
assessee takes any loaradwance on the security of suispecified securities], he shall be deemed to
have converted (otherwise than by transfer) s{gpecified securities] into money on the date on which
such loan or advance is taken.

(3) Where the cost of thgspecified seurities] has been taken into account for the purposes of
clause §) or clauself) of subsection ), a rebate with reference to such cost shall not be allowed under
section 88.

Explanationd For the purposes of this sectidn,

(@ fdcost o, ny’specifiedsacurities]nmeans theaamount invested in §sphcified
securities] out of the net consideration received or accruing as a result of the transfer of the original
asset;

(b) Anet considerationo, i n et, méanstthe dul valueoof theh e t
consideration received or accruing as a result of the transfer of the capital asset as reduced by the
expenditure incurred wholly and exclusively in connection with such transfer.]

1. Ins. by Act 33 of 1996, 20 (w.e.f. 210-1996).

2. Subs. by Act 14 of 1997, s. 2AQ199pr Aspecified bonds ol

3. Ins. by Act 10 of 2000, s. 25 (w.e.f412001).

4 . Subs. by Act 14 of 1997, s . 2, f or rredl boodmathese 23Dgdfent ur
section 10D w. e. f . 1
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54EB.Capital gain on transfer of longterm capital assets not to be charged in certain
casedd (1) Where the capital gain arises from the transfer of a-lermy capital asséfbefore the 1st day
of April, 2000] (the capital asset so transferred being hereafter in this sexfored to as the original
asset), and the assessee has, at any time within a period of six months after the date of such transfer
invested the whole or any part of capital gains, in any of the assets specified by the Board in this behalf
by natificationin the Official Gazette (such assets hereafter in this section referred to as titerhong
specified assets), the capital gain shall be dealt with in accordance with the following provisions of this
section, that is to say,

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

(b) if the cost of the longerm specified asset is less than the capital gaging from the transfer
of the original asset, so much of the capital gain as bears to the whole of the capital gain the same
proportion as the cost of acquisition of the ldaagn specified asset bears to the whole of the capital
gain, shall not be chged undesection 45

Explanationdo i Cost 0, i n r etdrna gpecified assed, meamsythe Anmunginvested in
such specified asset out of capital gains received or accruing as a result of the transfer of the original
asset.

(2) Where the longerm specified asset is transferred or converted (otherwise than by transfer) into
money at any time within a period of seven years from the date of its acquisition, the amount of capital
gains arising from the transfer of the original asset not charged weuiens45on the basis of the cost of
such longterm specified asset as provided in clauag 6r as the case may be, claus® 6f
subsectionl) shal |l be deemed to be the income dahar ge
long-term capital assets of the previous year in which the-lemg specified asset is transferred or
converted (otherwise than by transfer) into money.

Explanationd In a case where the original asset is transferred and the assessee invests tbe whole
any part of the capital gain received or accrued as a result of transfer of the original asset in@ngnlong
specified asset and such assessee takes any loan or advance on the security of such specified asset, f
shall be deemed to have convertedhéotvise than by transfer) such specified asset into money on the
date on which such loan or advance is taken.

(3) Where the cost of the lorigrm specified asset has been taken into account for the purposes of
clause @) or clause If) of subsection (), adeduction from the amount of incortex with reference to
such cost shall not be allowed under section 88.]

’[54EC. Capital gain not to be charged on investment in certain bondd (1) Where the capital
gain arises from the transfer of a letegm capital aset’[, being land or building or both(he capital
asset so transferred being hereafter in this section referred to as the original asset) and the assessee has,
any time within a period of six months after the date of such transfer, invested the whole or any part of
capital gains in the lmyrterm specified asset, the capital gain shall be dealt with in accordance with the
following provisions of this section, that is to say,

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

1. Ins. by Act 10 of 2000, s. 26 (w.e.f412001).
2. Ins. by s. 27ipid. (w.e.f. :4-2001).
3. Ins. by Act 13 of 2018, s. 21 (w.e.f412019).
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(b) if the costof the longterm specified asset is less than the capital gain arising from the transfer
of the original asset, so much of the capital gain as bearg tattble of the capital gain the same
proportion as the cost of acquisition of the ldagn specified asset bears to the whole of the capital
gain, shall not be charged undection 45

[Providedthat the investment made on or after the 1st day of AZ0D7 in the longerm specified
asset by an assessee during any financial year does not exceed fifty lakh rupees:]

’[Provided furthethat the investment made by an assessee in thetdomgspecified asset, from
capital gains arising from transfer of oaemore original assets, during the financial year in which the
original asset or assets are transferred and in the subsequent financial year does not exceed fifty lakh
rupees.]

(2) Where the longerm specified asset is transferred or converted (otherien by transfer) into
money at any time within a period of three years from the date of its acquisition, the amount of capital
gains arising from the transfer of the original asset not charged sexien 4%n the basis of the cost of
such longterm specified asset as provided in clausg ¢r, as the case may be, claus® 6f
subsectionl) s hal | be deemed to be the income charge
long-term capital asset of the previous year in which the -teng speified asset is transferred or
converted (otherwise than by transfer) into money.

3Provided that in case of lortgrm specified asset referred to in subclaiideof clause §a) of the
Explanationoccurring after susection 8), this subsection shall have effect as if for the worilsree
year®, the wordgifive year® had been substituted.]

Explanationd In a case where the original asset is transferred and the assessee invests the whole or
any part of the capital gain receiver accrued as a result of transfer of the original asset in anydong
specified asset and such assessee takes any loan or advance on the security of such specified asset, I
shall be deemed to have converted (otherwise than by transfer) such dpessfi¢ into money on the
date on which such loan or advance is taken.

“[(3) Where the cost of the lortgrm specified asset has been taken into account for the purposes of
clause &) or clauself) of subsection {),0

(a) a deduction from the amount ofcmmetax with reference to such cost shall not be allowed
undersection 88or any assessment year ending before the 1st day of April, 2006;

(b) a deduction from the income with reference to such cost shall not be allowed under section
80Cfor any assessmeyear beginning on or after the 1st day of April, 2006.]

Explanationd For the purposes of this sectién,

@ Afcost o, i n -teanl specified awsett mmeana thg ambumtniryested in such
specified asset out of capital gains received or acciasng result of the transfer of the original
asset;

*[(b) Aitemgn specified asseto for making any
period commencing from the 1st day of April, 2006 and ending with the 31st day of March, 2007,
means any bond, redmable after three years and issued on or after the 1st day of April, 2006,
but on or before the 31st day of March, 2@07,

1. Ins. by Act 22 of 2007, s. 18 @f. 1-4-2007).
2. Ins. by Act 25 of 2014, s. 23 (w.e.f412015).
3. Ins. by Act 13 of 2018, s. 21 (w.e.f412019).
4.1ns. by Act 18 of 2005, s. 17 (w.e.£4t2006).
5. Subs. by Act 22 of 2007, s. 18, for clauke((v.e.f. :4-2006).
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(i) by the NationalHighways Authority of India constituted under section 3 of the
National Highways Authority of India Act, 1988 (68 of 1988); or

(i) by the Rural Electrification Corporation Limited, a company formed and registered
under the Companies Act, 1956 (1 of 1956)

and notified by the Central Government in the Official Gazette for the purposes of this section with such
conditions (including the condition for providing a limit on the amount of investment by an assessee in

such bond) as it thinks fit:]

![Providedthat where any bond has been notified before the 1st day of April, 2007, subject to the
conditions specified in the notification, by the Central Government in the Official Gazette under the
provisions of clausebj as they stood immediately before theireamdment by the Finance Act, 2007
(22 of 2007), such bond shall be deemed to be a bond notified under this| clause;

Iba) At emgn specified asseto for making any in

(i) on or after the 1st day of April, 2007 but before tis¢ day of April, 2018, means any
bond, redeemable after three years and issued on or after the 1st day of April, 2007 but before the

1st day of April, 2018;

(ii) on or after the 1st day of April, 2018, means any bond, redeemable after five years and
issual on or after the 1st day of April, 2018, by the National Highways Authority of India
constituted under section 3 of the National Highways Authority of India Act, 1988 or by the
Rural Electrification Corporation Limited, a company formed and registeredr utite
Companies Act, 1956 or any other bond notified in the Official Gazette by the Central
Government in this behalf.]

3[54ED. Capital gain on transfer of certain listed securities or unit not to be charged in certain
casedd (1) Where the capital gain aris§from the transfer before the 1st day of April, 2006, of a fong
term capital asset,] being listed securities or unit (the capital asset so transferred being hereafter in this
section referred to as the original asset), thedassessee has, within a period of six months after the date
of such transfer, invested the whole or any part of the capital gain in acquiring equity shares forming part
of an eligible issue of capital (such equity shares being hereafter in this sefgivad to as the specified
equity shares), the said capital gain shall be dealt with in accordance with the following provisions of this

section, that is to s&y,

(a) if the cost of the specified equity shares is not less than the capital gain adsmghé
transfer of the original asset, the whole of such capital gain shall not be chargeseatider45;

(b) if the cost of the specified equity shares is less than the capital gain arising from the transfer
of the original asset, so much of the cdpifain as bears to the whole of the capital gain the same
proportion as the cost of the specified equity shares acquired bears to the whole of the capital gain
shall not be charged undsgction 45

Explanationd For the purposes of this sslctiond

(i) eAi gi ble issue of capital o means an i ssu
conditions, namely

(a) the issue is made by a public company formed and registered in India;

(b) the shares forming part of the issue are offered for subscripttbe fublic;

1. Ins. by Act22 of 2007, s. 18 (w.e.f-4-2006).
2. Subs. by Act 13 of 2018, s. 21, for clauba)((w.e.f. £4-2019) which was earlier inserted by Act 22 of 2007, s. 18

(w.e.f. :4-2006) and later amended by Act 7 of 2017, s. 27 (w.€{2018).

3. Ins. by Act 14of 2001, s. 32 (w.e.f.-4-2002).
4. Subs. by Act 21 of 2006,termldapif oallfiDE.oent 6 hewte amhsfer
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(i) lisfed securitie s hal | have t he s aand thekrplamiontag a s
subsection () of section 112

(iii) Aunito shal.l have the noe af nheExplanatdoste i g n e
section 115AB

(2) Where thespecified equity shares are sold or otherwise transferred within a period of one year
from the date of their acquisition, the amount of capital gain arising from the transfer of the original asset
not charged undesection 4%n the basis of the cost ofduspecified equity shares as provided in clause
(a) or, as the case may be, claubg 6f subsection () shall be deemed to be the income chargeable
under the head #fCa piterma tapitg assetssobthe rpevioastyean ig whiclo sudho n g
equity shares are sold or otherwise transferred.

[(3) Where the cost of the specified equity shares has been taken into account for the purposes of
clause &) or clauself) of subsection {),0

(a) a deduction from the amount of incoitax with referencea such cost shall not be allowed
undersection 88or any assessment year ending before the 1st day of April, 2006;

(b) a deduction from the income with reference to such cost shall not be allowedsectitan
80Cfor any assessment year beginning onfarahe 1st day of April, 2006.]]

’[S4EE. Capital gain not to be charged on investment in units of a specified furéd (1) Where
the capital gain arises from the transfer of a {mrgn capital asset (herein in this section referred to as
the original assgtand the assessee has, at any time within a period of six months after the date of such
transfer, invested the whole or any part of capital gains in thetéongspecified asset, the capital gain
shall be dealt with in accordance with the following psauis of this section, namedy:

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

(b) if the cost ofthe longterm specified asset is less than the capital gain arising from the
transfer of the original asset, so much of the capital gain as bears to the whole of the capital gain the
same proportion as the cost of acquisition of the tengn specified ag$ bears to the whole of the
capital gain, shall not be charged unslection 45

Providedthat the investment made on or after the 1st day of April, 2016, in thedamgspecified
asset by an assessee during any financial year does not exceed fiftyplkedds:

Provided furthethat the investment made by an assessee in thetdomgspecified asset, from
capital gains arising from the transfer of one or more original assets, during the financial year in which
the original asset or assets are transfearatlin the subsequent financial year does not exceed fifty lakh
rupees.

(2) Where the longerm specified asset is transferred by the assessee at any time within a period of
three years from the date of its acquisition, the amount of capital gains drisinghe transfer of the
original asset not charged under sectiorod3he basis of the cost of such lelegm specified asset as
provided in claused) or, as the case may be, claubg ¢f subsection () shall be deemed to be the
income chargeableuadr t he head fACapi tterrh capital iasset af the peeviaus year g t
in which the longterm specified asset is transferred.

1. Ins. by Act 18 of 200%. 18 (w.e.f. 4-2006).
2. Ins. by Act 28 of 2016, s. 32 (w.e#12017).
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Explanationl1.d In a case where the original asset is transferred and the assessee invests the whole or
any part otthe capital gain received or accrued as a result of transfer of the original asset in @ayniong
specified asset and such assessee takes any loan or advance on the security of such specified asset, f
shall be deemed to have transferred such specifiset ®n the date on which such loan or advance is
taken.

Explanation2.0 For the purposes of this sectién,

@ Afcost o, i n r-termaspecifiech assetomeans the amountgnvested in such
specified asset out of capital gains received or aagrasa result of the transfer of the original asset;

() Atemogm specified assetd means a unit or un
such fund as may be notified by the Central Government in this behalf.]

[54F. Capital gain on transfer of certain capital assets not to be charged in case of investment
in residential housed (1) 9Subject to the provisions of siection 4), where, in the case of an assessee
being an individual or a Hindu undivided family, the capital gain arises fromnahsfer of any longerm
capital asset, not being a residential house (hereafter in this section referred to as the original asset), and
the assessee has, within a period of one year befdfavoryears] after the date on which the transfer
took placepurchased, or has within a period of three years after thaf[datstructed, one residential
house in India] (hereafter in this section referred to as the new asset), the capital gain shall be dealt with
in accordance with the following provisions ofstlsection, that is to sdy,

(a) if the cost of the new asset is not less than the net consideration in respect of the original asset,
the whole of such capital gain shall not be charged under section 45;

(b) if the cost of the new asset is less than #teconsideration in respect of the original asset, so
much of the capital gain as bears to the whole of the capital gain the same proportion as the cost of
the new asset bears to the net consideration, shall not be chargedaatider45

*[Providedthatnothing contained in this stgection shall apply whede

(a) theassessé®,

(i) owns more than one residential house, other than the new asset, on the date of transfer
of the original asset; or

(ii) purchases any residential house, other than theasset, within a period of one year
after the date of transfer of the original asset; or

(iii) constructs any residential house, other than the new asset, within a period of three
years after the date of transfer of the original asset; and

(b) the incomefrom such residential house, other than the one residential house owned on the
date of transfer of the original asset, is cha

Explanationd For the purposes of this sectién,

6 * * * *

1. Ins. byAct 14 of 1982, s. 12 (w.e.f-4-1983).

2. Subs. by Act 11 of 1987, S . 23, for fi \Wh1688)e , in the ca:
3.Ins. by s. 23ibid. (w.e.f 1:4-1988).

4. Subs. by Act 25 of 2@h4, asd. hd#480FHor( wieornst ducted, a r
5. Subs. by Act 10 of 2000, s. 28, for the proviso (w.€f2001).

6. Clausei{ omitted by Act 11 of 1987, s. 23 (w.e.f411988).
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L x*x dometi der ati ono, in relation to the transf
consideration received or accruing as a result of the transfer of the capital asset as reduced by any
expenditure incurred wholly and exclusively in connection witbh transfer.

(2) Where the assessee purchases, within the perffitvofyears] after the date of the transfer of the
original asset, or constructs, within the period of three years after such date, any residential house, the
income from whichischargeb| e under the head Al ncome from hou
the amount of capital gain arising from the transfer of the original asset not chargedaatider 45n
the basis of the cost of such new asset as provided in ciuse, @sthe case may be, clauds,(of sub
sectionl) , shall be deemed to be income chargi@mabl e
capital assets of the previous year in which such residential house is purchased or constructed.

(3) Where thenew asset is transferred within a period of three years from the date of its purchase or,
as the case may be, its construction, the amount of capital gain arising from the transfer of the original
asset not charged undsaction 4%n the basis of the coef such new asset as provided in clawgeo,
as the case may be, claubg 6f subsection () shall be deemed to be income chargeable under the head
ACapital g ai n sta¥m aqaptdl assatsnof) thet previolisoyaag in which such new asset is
transferred.]

%(4) The amount of the net consideration which is not appropriated by the assessee towards the
purchase of the new asset made within one year before the date on which the transfer of the original asset
took place, or which is not utilised lbym for the purchase or construction of the new asset before the
date of furnishing the return of income undection 139 shall be deposited by him before furnishing
such return [such deposit being made in any case not later than the due date applicaltase of the
assessee for furnishing the return of income undeiseation {) of section 13pin an account in any
such bank or institution as may be specified in, and utilised in accordance with, any schemewhich the
Central Government may, by ifatation in the Official Gazette, frame in this behalf and such return
shall be accompanied by proof of such deposit; and, for the purposes-sd#ctiom (), the amount, if
any, already utilised by the assessee for the purchase or construction of tagseetogether with the
amount so deposited shall be deemed to be the cost of the new asset:

Providedthat if the amount deposited under this-sebtion is not utilised wholly or partly for the
purchase or construction of the new asset within the psgedified in suksection (), theng

(i) the amount by whiah

(@) the amount of capital gain arising from the transfer of the original asset not charged
undersection 45n the basis of the cost of the new asset as provided in cBuse &s the case
may be, clausdd] of subsection {), exceeds

(b) the amount that would not have been so charged had the amount actually utilised by the
assessee for the purchase or construction of the new asset within the period specified in
subsection () been the cst of the new asset,

shall be charged undsection 45s income of the previous year in which the period of three years from
the date of the transfer of the original asset expires; and

1.The br acketi) @namiftitgaud eb yiAct 141988 1987, s. 23 (w.e.f. 1
2.bs.bys. 23pid. , for fAonedl¥8&ar o (w. e. f. 1
3. Ins. by s. 23pid. (w.e.f. £4-1988).
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(i) the assesseshall be entitled to withdraw the unutilised amoimtaccordance with the
scheme aforesaid.

Ly * * * *]

’[54G. Exemption of capital gains on transfer of assets in cases of shifting of industrial
undertaking from urban area.d (1) Subject to the provisions of sglection ), where the capital gain
arises from the transfer of a capital asset, being machinery or plant or building or land or any rights in
building or land used for the purposes of the business of an industrial undertaking situate in an urban area,
effected in the course of, or in conseqgce of, the shifting of such industrial undertaking (hereafter in
this section referred to as the original asset) to any area (other than an urban area) and the assessee he
within a period of one year before or three years after the date on whicartsietitook placé,

(a) purchased new machinery or plant for the purposes of business of the industrial undertaking in
the area to which the said undertaking is shifted ;

(b) acquired building or land or constructed building for the purposes of his gngse said
area,;

(c) shifted the original asset and transferred the establishment of such undertaking to such area;
and

(d) incurred expenses on such other purpose as may be specified in a scheme framed by the
Central Government for the purposes of gastion,

then, instead of the capital gain being charged to indamas income of the previous year in which the
transfer took place, it shall be dealt with in accordance with the following provisions of this section, that
is to say®

(i) if the amounbf the capital gain is greater than the cost and expenses incurred in relation to all
or any of the purposes mentioned in clausgsd (d) (such cost and expenses being hereafter in this
section referred to as the new asset), the difference betweamthat of the capital gain and the
cost of the new asset shall be charged useéetion 45s the income of the previous year ; and for
the purpose of computing in respect of the new asset any capital gain arising from its transfer within a
period of thregears of its being purchased, acquired, constructed or transferred, as the case may be,
the cost shall bail ; or

(i) if the amount of the capital gain is equal to, or less than, the cost of the new asset, the capital
gain shall not be charged undeion 45 and for the purpose of computing in respect of the new
asset any capital gain arising from its transfer within a period of three years of its being purchased,
acquired, constructed or transferred, as the case may be, the cost shall be redoeedrount of
the capital gain.

Explanationd Inthissubs e ct i on, Aurban aread means any suc
corporation or municipality as the Central Government may, having regard to the population,
concentration of industries, neém proper planning of the area and other relevant factors, by general or
special order, declare to be an urban area for the purposes of thcsiobn.

1. TheExplanationomitted by 18 of 1992, s. 31 (w.e.f411993).
2. Ins. by Act 11 of 1987, s. 24 (w.e.f411988).
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(2) The amountof capital gain which is not appropriated by the assessee towards the cost and
expenss incurred in relation to all or any of the purposes mentioned in cla)ses(d) of subsection
(2) within one year before the date on which the transfer of the original asset took place, or which is not
utilised by him for all or any of the purposa®resaid before the date of furnishing the return of income
undersection 139shall be deposited by him before furnishing such return [such deposit being made in
any case not later than the due date applicable in the case of the assessee for furaiskingnt of
income under subection () of section 13Pin an account in any such bank or institution as may be
specified in, and utilised in accordance with, any scheme which the Central Government may, by
notification in the Official Gazette, frame this behalf and such return shall be accompanied by proof of
such deposit ; and, for the purposes ofsettion (), the amount, if any, already utilised by the assessee
for all or any of the purposes aforesaid together with the amount, so depositdib sedimed to be the
cost of the new asset:

Providedthat if the amount deposited under this-selotion is not utilised wholly or partly for all or
any of the purposes mentioned in claus@dd (d) of subsection () within the period specified in that
subsection, therd

(i) the amount not so utilised shall be charged usdetion 45s the income of the previous year
in which the period of three years from the date of the transfer of the original asset expires; and

(i) theassessee shall be entitled withdraw such amount in accordance with the scheme
aforesaid.

1y * * * *

[54GA. Exemption of capital gains on transfer of assets in cases of shifting of industrial
undertaking from urban area to any Special Economic Zon#& (1) Notwithstandinganything
contained irsection 54G where the capital gain arises from the transfer of a capital asset, being
machinery or plant or building or land or any rights in building or land used for the purposes of the
business of an industrial undertaking situatan urban area, effected in the course of, or in consequence
of the shifting of such industrial undertaking to any Special Economic Zone, whether developed in any
urban area or any other area and the assessee has within a period of one year bedergaarthafter
the date on which the transfer took pléce,

(a) purchased machinery or plant for the purposes of business of the industrial undertaking in the
Special Economic Zone to which the said undertaking is shifted;

(b) acquired building or land oconstructed building for the purposes of his business in the
Special Economic Zone;

(c) shifted the original asset and transferred the establishment of such undertaking to the Special
Economic Zone; and

(d) incurred expenses on such other purposes as mapdrified in a scheme framed by the
Central Government for the purposes of this section,

1. TheExplanationomitted by Act 18 1992, s. 32 (w.e.f.-#-1993).
2. Ins. by Act 28 of 2005, s. 27 and the Second Schedule (w.€2006).
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then, instead athe capital gain being charged to incetag as income of the previous year in which the
transfer took place, it shall, subject to the provisionsutiisection @), be dealt with in accordance with
the following provisions of this section, that is to $ay,

(i) if the amount of the capital gain is greater than the cost and expenses incurred in relation to all
or any of the purposes mentioned in cu) to (d) (such cost and expenses being hereafter in this
section referred to as the new asset), the difference between the amount of the capital gain and the
cost of the new asset shall be charged useetion 45s the income of the previous yearddor the
purpose of computing in respect of the new asset any capital gain arising from its transfer within a
period of three years of its being purchased, acquired, constructed or transferred, as the case may be,
the cost shall balil; or

(i) if the anount of the capital gain is equal to, or less than, the cost of the new asset, the capital
gain shall not be charged underction 45 and for the purpose of computing in respect of the new
asset any capital gain arising from its transfer within a peridtiree years of its being purchased,
acquired, constructed or transferred, as the case may be, the cost shall be reduced by the amount of
the capital gain.

Explanationd In this subsectiong

@ ASpeci al Economi ¢c Zoneod sthiradlalse faaof/itke t h e
Special Economic Zones Act, 2005;

(b) Aurban areaod means any such area withi
municipality as the Central Government may, having regard to the population, concentration of
industries, needor proper planning of the area and other relevant factors, by general or special
order, declare to be an urban area for the purposes of thiestibn.

(2) The amount of capital gain which is not appropriated by the assessee towards the cost and
expenses incurred in relation to all or any of the purposes mentioned in clajsas () of
subsection () within one year before the date on which the transfer of the original asset took place, or
which is not utilised by him for all or any of therposes aforesaid before the date of furnishing the
return of income undegection 139shall be deposited by him before furnishing such return [such deposit
being made in any case not later than the due date applicable in the cas