
FINANCE BILL, 2012
PROVISIONS RELATING TO DIRECT TAXES

Introduction

The provisions of the Finance Bill, 2012 relating to direct taxes seek to amend the Income-tax Act, inter alia, in
order to provide for-

A. Tax rates
B. Widening of tax base
C. Measures to prevent generation and circulation of unaccounted money
D. Tax incentives and reliefs
E. Rationalization of Tax Deduction at Source (TDS) provisions
F. Rationalization of international taxation provisions
G. Rationalization of transfer pricing provisions
H. General Anti-Avoidance Rule
I. Other clarifications 
2. The Finance Bill, 2012 seeks to prescribe the rates of income-tax on income liable to tax for the

assessment year 2012-13; the rates at which tax will be deductible at source during the financial year 2012-13 from
interest (including interest on securities), winnings from lotteries or crossword puzzles, winnings from horse
races, card games and other categories of income liable to deduction or collection of tax at source under the
Income-tax Act; rates for computation of “advance tax”, deduction of income-tax from, or payment of tax on,
‘Salaries’ and charging of income-tax on current incomes in certain cases for the financial year 2012-13.

3. The substance of the main provisions of the Bill relating to direct taxes is explained in the following
paragraphs.

A. RATES OF INCOME-TAX
I. Rates of income-tax in respect of income liable to tax for the assessment year 2012-13.

In respect of income of all categories of assessees liable to tax for the assessment year 2012-13, the rates of
income-tax have been specified in Part I of the First Schedule to the Bill. These are the same as those laid down in
Part III of the First Schedule to the Finance Act, 2011, for the purposes of computation of “advance tax”, deduction
of tax at source from “Salaries” and charging of tax payable in certain cases.
(1) Surcharge on income-tax—
Surcharge shall be levied in respect of income liable to tax for the assessment year 2012-13, in the following cases:—

(a) in the case of a domestic company having total income exceeding one crore rupees, the amount of
income-tax computed shall be increased by a surcharge for the purposes of the Union calculated at the rate of five
per cent. of such income tax.

(b) in the case of a company, other than a domestic company, having total income exceeding one crore
rupees, the amount of income-tax computed shall be increased by a surcharge for the purposes of the Union
calculated at the rate of two per cent. of such income tax.

However, marginal relief shall be allowed in all these cases to ensure that the additional amount of income-
tax payable, including surcharge, on the excess of income over one crore rupees is limited to the amount by which
the income is more than one crore rupees.

Also, in the case of every company having total income chargeable to tax under section 115JB of the Income
Tax Act, 1961 (hereinafter referred to as ‘Income-tax Act’) and where such income exceeds one crore rupees,
surcharge at the rates mentioned above shall be levied and marginal relief shall also be provided.
(2) Education Cess —
For assessment year 2012-13, additional surcharge called the “Education Cess on income-tax” and “Secondary
and Higher Education Cess on income-tax” shall continue to be levied at the rate of two per cent. and one per
cent., respectively, on the amount of tax computed, inclusive of surcharge, in all cases. No marginal relief shall be
available in respect of such Cess.
II. Rates for deduction of income-tax at source during the financial year 2012-13 from certain incomes
other than “Salaries”.
The rates for deduction of income-tax at source during the financial year 2012-13 from certain incomes other than
“Salaries” have been specified in Part II of the First Schedule to the Bill. The rates for all the categories of persons
will remain the same as those specified in Part II of the First Schedule to the Finance Act, 2011, for the purposes of
deduction of income-tax at source during the financial year 2011-12, except that in case of certain interest
payments made to a non-residents by a specified Indian company engaged in prescribed business of

infrastructure development, the rates for deduction have been now provided in the proposed new section 194LC. 
(1) Surcharge—
The amount of tax so deducted, in the case of a company other than a domestic company, shall be increased by a
surcharge at the rate of two per cent. of such tax, where the income or the aggregate of such incomes paid or likely
to be paid and subject to the deduction exceeds one crore rupees.
No surcharge will be levied on deductions in other cases.
(2) Education Cess—
“Education Cess on income-tax” and “Secondary and Higher Education Cess on income-tax” shall continue to be
levied at the rate of two per cent.  and one per cent.  respectively, of income tax including surcharge wherever
applicable, in the cases of persons not resident in India including companies other than domestic company.

III. Rates for deduction of income-tax at source from “Salaries”, computation of “advance tax” and
charging of income-tax in special cases during the financial year 2012-13.
The rates for deduction of income-tax at source from “Salaries” during the financial year 2012-13 and also for
computation of “advance tax” payable during the said year in the case of all categories of assessees have been
specified in Part III of the First Schedule to the Bill.

These rates are also applicable for charging income-tax during the financial year 2012-13 on current incomes
in cases where accelerated assessments have to be made , for instance, provisional assessment of shipping profits
arising in India to nonresidents, assessment of persons leaving India for good during the financial year,
assessment of persons who are likely to transfer property to avoid tax, assessment of bodies formed for a short
duration, etc.

The salient features of the rates specified in the said Part III are indicated in the following paragraphs—
A. Individual, Hindu undivided family, association of persons, body of individuals, artificial juridical
person

Paragraph A of Part-III of First Schedule to the Bill provides following rates of income-tax:-
(i) The rates of income-tax in the case of every individual (other than those mentioned in (ii) and (iii)

below) or Hindu undivided family or every association of persons or body of individuals , whether incorporated
or not, or every artificial juridical person referred to in sub-clause (vii) of clause (31) of section 2 of the Income-tax
Act (not being a case to which any other Paragraph of Part III applies) are as under :—

Upto Rs. 2,00,000 Nil.
Rs. 2,00,001 to Rs. 5,00,000 10 per cent.
Rs. 5,00,001 to Rs. 10,00,000 20 per cent.
Above Rs. 10,00,000 30 per cent.

(ii) In the case of every individual, being a resident in India, who is of the age of sixty years or more but less
than eighty years at any time during the previous year,—

Upto Rs. 2,50,000 Nil.
Rs. 2,50,001 to Rs. 5,00,000 10 per cent.
Rs. 5,00,001 to Rs.10,00,000 20 per cent.
Above Rs. 10,00,000 30 per cent.

(iii) in the case of every individual, being a resident in India, who is of the age of eighty years or more at
anytime during the previous year, - 

Upto Rs. 5,00,000 Nil.
Rs. 5,00,001 to Rs. 10,00,000 20 per cent.
Above Rs. 10,00,000 30 per cent.

No surcharge shall be levied in the cases of persons covered under paragraph-A of part-III of the First Schedule.
B. Co-operative Societies
In the case of co-operative societies, the rates of income-tax have been specified in Paragraph B of Part III of the
First Schedule to the Bill. These rates will continue to be the same as those specified for assessment year 2012-13.
No surcharge will be levied.
C. Firms
In the case of firms, the rate of income-tax has been specified in Paragraph C of Part III of the First Schedule to the
Bill. This rate will continue to be the same as that specified for assessment year 2012-13. No surcharge shall be
levied.
D. Local authorities
The rate of income-tax in the case of every local authority is specified in Paragraph D of Part III of the First
Schedule to the Bill. This rate will continue to be the same as that specified for the assessment year 2012-13. No
surcharge will be levied.

E. Companies
The rates of income-tax in the case of companies are specified in Paragraph E of Part III of the First Schedule to
the Bill. These rates are the same as those specified for the assessment year 2012-13.

The existing surcharge of five per cent in case of a domestic company shall continue to be levied. In case of
companies other than domestic companies, the existing surcharge of two per cent. shall continue to be levied.

However, the total amount payable as income-tax and surcharge on total income exceeding one crore rupees
shall not exceed the total amount payable as income-tax on a total income of one crore rupees by more than the
amount of income that exceeds one crore rupees.

The existing surcharge of five per cent. in all other cases (including sections 115JB, 115-O, 115R, etc.) shall
continue to be levied.

For financial year 2012-13, additional surcharge called the “Education Cess on income-tax” and “Secondary
and Higher Education Cess on income-tax” shall continue to be levied at the rate of two per cent. and one per cent.
respectively, on the amount of tax computed, inclusive of surcharge (wherever applicable), in all cases. No
marginal relief shall be available in respect of such Cess. [Clause 2]

B.  WIDENING OF TAX BASE
Alternate Minimum Tax (AMT) on all persons other than companies
Under the existing provisions of the Income-tax Act, Minimum Alternate Tax (MAT) and Alternate Minimum Tax
(AMT) are levied on companies and limited liability partnerships (LLPs) respectively. However, no such tax is
levied on the other form of business organisations such as partnership firms, sole proprietorship, association of
persons, etc.  

In order to widen the tax base vis-à-vis profit linked deductions, it is proposed to amend provisions regarding
AMT contained in Chapter XII-BA in the Income-tax Act to provide that a person other than a company, who has
claimed deduction under any section (other than section 80P) included in Chapter VI-A under the heading “C –
Deductions in respect of certain incomes” or under section 10AA, shall be liable to pay AMT. 

Under the proposed amendments, where the regular income-tax payable for a previous year by a person
(other than a company) is less than the alternate minimum tax payable for such previous year, the adjusted total
income shall be deemed to be the total income of such person and he shall be liable to pay income-tax on such
total income at the rate of eighteen and one-half per cent.

For the purpose of the above,
(i) “adjusted total income” shall be the total income before giving effect to provisions of Chapter XII-BA as

increased by the deductions claimed under any section (other than section 80P) included in Chapter VI-A under
the heading 

“C – Deductions in respect of certain incomes” and deduction claimed under section 10AA;
(ii) “alternate minimum tax:” shall be the amount of tax computed on adjusted total income at a rate of

eighteen and one-half per cent; and
(iii) “regular income-tax” shall be the income-tax payable for a previous year by a person other than a

company on his total income in accordance with the provisions of the Act other than the provisions of Chapter
XII-BA.

It is further provided that the provisions of AMT under Chapter XII-BA shall not apply to an individual or a
Hindu undivided family or an association of persons or a body of individuals (whether incorporated or not) or an
artificial juridical person referred to in section 2(31)(vii) if the adjusted total income of such person does not
exceed twenty lakh rupees.  

It is also provided that the credit for tax (tax credit) paid by a person on account of AMT under Chapter XII-BA
shall be allowed to the extent of the excess of the AMT paid over the regular income-tax.  This tax credit shall be
allowed to be carried forward up to the tenth assessment year immediately succeeding the assessment year for
which such credit becomes allowable.  It shall be allowed to be set off for an assessment year in which the regular
income-tax exceeds the AMT to the extent of the excess of the regular income-tax over the AMT.

Consequential amendments are also proposed to the provisions of section 140A relating to self-assessment,
section 234A relating to interest for defaults in furnishing return of income, section 234B relating to interest for
defaults in payment of advance tax and section 234C relating to interest for deferment of advance tax.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. [Clauses 47, 48, 49, 50, 51,52, 57, 82, 83, 84]

Tax Deduction at Source (TDS) on transfer of certain immovable properties (other than agricultural land)
Under the existing provisions of the Income-tax Act, tax is required to be deducted at source on certain specified
payments made to residents by way of salary, interest, commission, brokerage, professional services, etc. 
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On transfer of immovable property by a non-resident, tax is required to be deducted at source by the
transferee. However, there is no such requirement on transfer of immovable property by a resident except in the
case of compulsory acquisition of certain immovable properties.

In order to collect tax at the earliest point of time and also to have a reporting mechanism of transactions in
the real estate sector, it is proposed to insert a new provision to provide that every transferee, at the time of making
payment or crediting any sum by way of consideration for transfer of immovable property (other than agricultural
land), shall deduct tax, at the rate of 1% of such sum, if the consideration paid or payable for the transfer of such
property exceeds –

(a) fifty lakh rupees in case such property is situated in a specified urban agglomeration; or 
(b) twenty lakh rupees in case such property is situated in any other area.  
It is further proposed to provide that where the consideration paid or payable for the transfer of such property

is less than the value adopted or assessed or assessable by any authority of a State Government for the purposes
of payment of stamp duty, the value so adopted or assessed or assessable shall be deemed as consideration paid
or payable for the transfer of such immovable property.

For better compliance, it is also proposed to provide that a registering officer appointed under the Indian
Registration Act, 1908 (Registrar) shall not register the transfer of any immovable property where taxes are
required to be deducted under this provision unless the transferee furnishes proof of deduction and payment of
TDS. 

For reducing the compliance burden on the transferee, it is also proposed that a simple one page challan for
payment of TDS would be prescribed containing details (including PAN) of transferor and transferee and also
certain details of the property.  The transferee would not be required to obtain any Tax Deduction and Collection
Account Number (TAN) or to furnish any TDS statement as this would be mostly a one time transaction.  The
transferor would get credit of TDS like any other pre-paid taxes on the basis of information furnished by the
transferee in the challan of payment of TDS.

This amendment will take effect from 1st October, 2012. [Clause 73]

TDS on remuneration to a director
Under the existing provisions of the Income-tax Act, a company, being an employer, is required to deduct tax at
the time of payment of salary to its employees including Managing director/whole time director. However, there
is no specific provision for deduction of tax on the remuneration paid to a director which is not in the nature of
salary. 

It is proposed to amend section 194J to provide that tax is required to be deducted on the remuneration paid
to a director, which is not in the nature of salary, at the rate of 10% of such remuneration.

This amendment will take effect from 1st July, 2012. [Clause 71]

Tax Collection at Source (TCS) on cash sale of bullion and jewellery 
Under the existing provisions of the Income-tax Act, tax is required to be collected at source by the seller at the
specified rate on certain goods like alcoholic liquor, tendu leaves, scrap etc. at the time of sale. 

In order to reduce the quantum of cash transaction in bullion and jewellery sector and for curbing the flow of
unaccounted money in the trading system of bullion and jewellery, it is proposed to provide that the seller of
bullion and jewellery shall collect tax at the rate of 1% of sale consideration from every buyer of bullion and
jewellery if sale consideration exceeds two lakh rupees and the sale is in cash.  This would be irrespective of the
fact whether buyer is a manufacturer, trader or purchase is for personal use.

This amendment will take effect from 1st July, 2012. [Clause 79]

TCS on sale of certain minerals
Mining sector is an important segment of Indian economy but the trading of minerals remained largely
unregulated resulting in non-reporting or under-reporting of trading in minerals trading transactions for the
taxation purpose.

In order to collect tax at the earliest point of time and also to improve reporting mechanism of transactions in
mining sector, it is proposed that tax at the rate of 1% shall be collected by the seller from the buyer of the following
minerals:

(a)  Coal;
(b)  Lignite; and
(c)  Iron ore.
However, the seller shall also not collect tax on sale of the said minerals if the same are purchased by the buyer

for personal consumption.  Further, the seller of these minerals shall not collect tax if the buyer declares that these
minerals are to be utilized for the purposes of manufacturing, processing or producing articles or things.  

This amendment will take effect from 1st July, 2012. [Clause 79]

Daily tonnage income of shipping company
The Tonnage Tax Scheme introduced vide Finance Act 2005 provides for taxation of income of a shipping
company on presumptive basis.  Under this scheme, the operating profit of a shipping company is determined on
the basis of tonnage capacity of its ships.  

The rates of daily tonnage income specified under this scheme remained unchanged since the introduction
of this scheme. It is, therefore, proposed to amend section 115VG to revise the rate of daily tonnage income under
this scheme as under:

Qualifying ship having Existing amount of daily Proposed amount of 
net tonnage tonnage income daily tonnage income
(1) (2) (3)
Up to 1,000 Rs.46 for each 100 tons Rs.70 for each 100 tons
exceeding 1,000 Rs.460 plus Rs.35 for each Rs.700 plus Rs.53 for each 100 
but not more than 10,000 100 tons exceeding 1,000 tons tons exceeding 1,000 tons
exceeding 10,000 Rs.3,610 plus Rs.28 for each Rs.5,470 plus Rs.42 for each
but not more than 25,000 100 tons exceeding 10,000 tons 100 tons exceeding 10,000 tons
exceeding 25,000 Rs.7,810 plus Rs.19 for each Rs.11,770 plus Rs.29 for each 
100 tons exceeding 25,000 tons 100 tons exceeding 25,000 tons
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment

year 
2013-14 and subsequent assessment years. [Clause 55]

C.  MEASURES TO PREVENT GENERATION AND CIRCULATION OF UNACCOUNTED MONEY
Cash credits under section 68 of the Act

Section 68 of the Act provides that if any sum is found credited in the books of an assessee and such assessee
either

(i) does not offer any explanation about nature and source of money; or
(ii) the explanation offered by the assessee is found to be not satisfactory by  the Assessing Officer,  then,

such amount can be taxed as income of the assessee. 
The onus of satisfactorily explaining such credits remains on the person in whose books such sum is credited.

If such person fails to offer an explanation or the explanation is not found to be satisfactory then the sum is added
to the total income of the person. Certain judicial pronouncements have created doubts about the onus of proof
and the requirements of this section, particularly, in cases where the sum which is credited as share capital, share
premium etc. 

Judicial pronouncements, while recognizing that the pernicious practice of conversion of unaccounted
money through masquerade of investment in the share capital of a company needs to be prevented, have advised
a balance to be maintained regarding onus of proof to be placed on the company. The Courts have drawn a
distinction and emphasized that in case of private placement of shares the legal regime should be different from
that which is followed in case of a company seeking share capital from the public at large. 

In the case of closely held companies, investments are made by known persons.  Therefore, a higher onus is
required to be placed on such companies besides the general onus to establish identity and credit worthiness of
creditor and genuineness of transaction. This additional onus, needs to be placed on such companies to also
prove the source of money in the hands of such shareholder or persons making payment towards issue of shares
before such sum is accepted as genuine credit. If the company fails to discharge the additional onus, the sum shall
be treated as income of the company and added to its income. 

It is, therefore,  proposed to amend section 68 of the Act to provide that the nature and source of any sum
credited, as share capital, share premium etc., in the books of a closely held company shall be treated as explained
only if the source of funds is also explained by the assessee company in the hands of the resident shareholder.
However, even in the case of closely held companies, it is proposed that this additional onus of satisfactorily
explaining the source in the hands of the shareholder, would not apply if the shareholder is a well regulated entity,
i.e. a Venture Capital Fund, Venture Capital Company registered with the Securities Exchange Board of India
(SEBI).

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent years. [Clause 22]

Taxation of cash credits,  unexplained money, investments etc. 
Under the existing provisions of the Income-tax Act, certain unexplained amounts are deemed as income under
section 68, section 69, section 69A, section 69B, section 69C and section 69D of the Act and are subject to tax as
per the tax rate applicable to the assessee. In case of individuals, HUF, etc., no tax is levied up to the basic
exemption limit. Therefore, in these cases, no tax can be levied on these deemed income if the amount of such
deemed income is less than the amount of basic exemption limit and even if it is higher, it is levied at the lower
slab rate. 

In order to curb the practice of laundering of unaccounted money by taking advantage of basic exemption
limit, it is proposed to tax the unexplained credits, money, investment, expenditure, etc., which has been deemed
as income under section 68, section 69, section 69A, section 69B, section 69C or section 69D, at the rate of 30%
(plus surcharge and cess as applicable).  It is also proposed to provide that no deduction in respect of any
expenditure or allowance shall be allowed to the assessee under any provision of the Act in computing deemed
income under the said sections. 

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 45]

Compulsory filing of income tax return in relation to assets located outside India
Under the existing provisions of section 139, every person is required to furnish a return of income if his income
during the previous year relevant to the assessment year exceeds the maximum amount which is not chargeable
to tax.  The return of income has to be furnished in the prescribed form and verified in the prescribed manner and
setting forth such other particulars as may be prescribed.

It is proposed to amend the provisions of section 139 so that furnishing of return of income under section 139
may be made mandatory for every resident having any asset (including financial interest in any entity) located
outside India or signing authority in any account located outside India.  Furnishing of return by such a resident
would be mandatory irrespective of the fact whether the resident taxpayer has taxable income or not.

This amendment will take effect retrospectively from the 1st day of April, 2012 and will accordingly apply to
assessment year 2012-13 and subsequent assessment years. [Clause 56)

Reassessment of income in relation to any asset located outside India 
Under the provisions of section 149 of the Income-tax Act, the time limit for issue of notice for reopening an
assessment on account of income escaping assessment is 6 years. The time limit of 6 years is not sufficient in
cases where assets are located outside India because gathering information regarding such assets takes much
more time on account of additional procedures and laws of foreign jurisdictions.

It is proposed to amend the provisions of section 149 so as to increase the time limit for issue of notice for
reopening an assessment to 16 years, where the income in relation to any asset (including financial interest in any
entity) located outside India, chargeable to tax, has escaped assessment.

Amendments are also proposed to be made in section 147 of the Income-tax Act to provide that income shall
be deemed to have escaped assessment where a person is found to have any asset (including financial interest in
any entity) located outside India.

The provisions of sections 147 and 149 are procedural in nature and will take effect from 1st July, 2012 for
enabling reopening of proceedings for and assessment year commencing prior to this date.  This is proposed to be
clarified through an Explanation stating that the provisions of these sections, as amended, by the Finance Act,
2012, shall also be applicable for any assessment year beginning on or before the 1st day of April, 2012.

Corresponding amendments are also proposed to be made to the provisions of section 17 of the Wealth-tax Act.
These amendments will take effect from the 1st day of July, 2012. [Clauses 61, 62 and 110]

Penalty on undisclosed income found during the course of search
Under the existing provisions of section 271AAA of the Income-tax Act, no penalty is levied if the assessee admits
the undisclosed income in a statement under sub-section (4) of section 132 recorded in the course of search and
specifies the manner in which such income has been derived and pays the tax together with interest, if any, in
respect of such income.  As a result, undisclosed income (for the current year in which search takes place or the
previous year which has ended before the search and for which return is not yet due) found during the course of
search attracts a tax at the rate of 30% and no penalty is leviable.  

In order to strengthen the penal provisions, it is proposed to provide that the provisions of section 271AAA
will not be applicable for searches conducted on or after 1st July, 2012. It is also proposed to insert a new provision
in the Act (section 271AAB) for levy of penalty in a case where search has been initiated on or after 1st July, 2012.
The new section provides that,-

(i) If undisclosed income is admitted during the course of search, the taxpayer will be liable for penalty at
the rate of 10% of undisclosed income subject to the fulfillment of certain conditions. 

(ii) If undisclosed income is not admitted during the course of search but disclosed in the return of income
filed after the search, the taxpayer will be liable for penalty at the rate of 20% of undisclosed income subject to the
fulfillment of certain conditions. 

(iii) In a case not covered under (i) and (ii) above, the taxpayer will be liable for penalty at the rate ranging
from 30% to 90% of undisclosed income. 

These amendments will take effect from the 1st day of July, 2012 and will, accordingly, apply to any search
and seizure action taken after this date. [Clauses 89, 95, 96]

Expediting prosecution proceedings under the Act
Chapter XXII of the Income-tax Act, 1961 details punishable offences and prosecution for such offences.
Prosecution under the direct tax laws is used as a tool for deterrence and effective enforcement of laws. 

It is proposed to strengthen the prosecution mechanism (through new sections 280A, 280B, 280C and 280D)
under the Income-tax Act by – 

(i)   Providing for constitution of Special Courts for trial of offences. 
(ii) Application of summons trial for offences under the Act to expedite prosecution proceedings as the

procedures in a summons trial are simpler and less time consuming. 
(iii) Providing for appointment of public prosecutors.   
The existing provisions of section 276C, 276CC, 277, 277A and section 278 of the Income-tax Act provide that

in a case where the amount of tax, penalty or interest which would have been evaded by a person exceeds one
hundred thousand rupees, he shall be punishable with rigorous imprisonment for a term which shall not be less
than six months but which may extend to seven years and with fine. 

In case the amount which would have been evaded by a person does not exceed one hundred thousand
rupees, he shall be punishable with rigorous imprisonment for a term which shall not be less than three months
but which may extend to three years and with fine.

The threshold of one hundred thousand rupees was introduced in 1976.  It is proposed to be amended so that
the revised threshold will be twenty-five hundred thousand rupees.

Summons trials apply to offences where the maximum term of imprisonment does not exceed two years.  It
is, therefore, proposed that where the amount which would have been evaded does not exceed twenty-five
hundred thousand rupees, the person shall be punishable with rigorous imprisonment for a term which shall not
be less than three months but which may extend to two years and with fine. 

These amendments will take effect from the 1st day of July, 2012. [Clauses 101, 102, 103, 104, 105, 106]

Share premium in excess of the fair market value to be treated as income
Section 56(2) provides for the specific category of incomes that shall be chargeable to income-tax under the head
“Income from other sources”.

It is proposed to insert a new clause in section 56(2).  The new clause will apply where a company, not being a
company in which the public are substantially interested, receives, in any previous year, from any person being a
resident, any consideration for issue of shares. In such a case if the consideration received for issue of shares
exceeds the face value of such shares, the aggregate consideration received for such shares as exceeds the fair
market value of the shares shall be chargeable to income-tax under the head “Income from other sources.
However, this provision shall not apply where the consideration for issue of shares is received by a venture capital
undertaking from a venture capital company or a venture capital fund.

Further, it is also proposed to provide the company an opportunity to substantiate its claim regarding the fair
market value.  Accordingly, it is proposed that the fair market value of the shares shall be the higher of the value— 

(i) as may be determined in accordance with the method as may be prescribed; or 

(ii) as may be substantiated by the company to the satisfaction of the Assessing Officer, based on the value
of its assets, including intangible assets, being goodwill, know-how, patents, copyrights, trademarks, licences,
franchises or any other business or commercial rights of similar nature.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 21]

D.  TAX INCENTIVES AND RELIEFS
Tax incentive for funding of certain Infrastructure Sectors 

Section 115A of the Income Tax Act provides that any interest income received by any non-resident from the
Government or an Indian concern shall be taxable at the rate of  20% on the gross amount of such interest income.
The interest income received by a non-resident from a notified Infrastructure Debt Fund (IDF) is taxable at a
reduced rate of 5% on gross amount of such interest income.

Section 195 of the Act provides that in case of any interest payment made to a non-resident tax shall be
deducted (withholding tax) at the rate in force.  Currently, the rate of 20% withholding tax is prescribed, in case of
any interest paid by the Government or Indian concern to a non-resident.

In order to augment long-term low cost funds from abroad for the infrastructure sector, it is proposed to
provide tax incentives for funding certain infrastructure sectors from borrowings made abroad subject to certain
conditions. 

It is proposed to amend Section 115A of the Income Tax Act to provide that any interest paid by a specified
company to a non-resident  in respect of borrowing made in foreign currency from sources outside India between
1st July, 2012 and 1st July, 2015, under an agreement, including rate of the interest payable, approved by the
Central Government, shall be taxable at the rate of  5% (plus applicable surcharge and cess). 

The specified company shall be an Indian company engaged in the business of -
(i) construction of dam, 
(ii) operation of Aircraft, 
(iii) manufacture or production of fertilizers, 
(iv) construction of port including inland port,
(v) construction of road, toll road or bridge; 
(vi) generation, distribution of transmission of power
(vii) construction of ships in a shipyard; or
(viii) developing and building an affordable housing project as is presently referred to in section

35AD(8)(c)(vii).
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the Assessment

Year 2013-14 and subsequent assessment years. 
It is further proposed to insert a new section 194LC to provide that interest income paid by such specified

company to a non-resident shall be subjected to tax deduction at source at the rate of  5% (plus applicable
surcharge and cess). 

This amendment will take effect from 1st July, 2012. [Clauses 42, 74]

Lower rate of tax on dividends received from  foreign companies 
Section 115BBD of Income Tax Act (the Act) provides for taxation of gross dividends received by an Indian
company from a specified foreign company (in which it has shareholding of 26% or more) at the rate of 15% if such
dividend is included in the total income for the Financial Year 2011-12 i.e. Assessment Year 2012-13.

The above provision was introduced as an incentive for attracting repatriation of income earned by residents
from investments made abroad with certain conditions to check the misuse of the incentive.

In order to continue these provisions for one more year, it is proposed to amend section 115BBD to extend the
applicability of this section in respect of income by way of certain foreign dividends received in Financial Year
2012-13 also, subject to the same conditions.

This amendment will take effect from 1st April, 2013 and shall apply to the Assessment year 2013-14. [Clause
44]

Provisions relating to Venture Capital Fund (VCF) or Venture Capital Company (VCC).
Provisions of Section 10(23FB) and Section 115U of the Act were intended to ensure a tax pass through status to
Securities and Exchange Board of India (SEBI) registered Venture Capital Fund (VCF) or Venture Capital
Company (VCC). Section 10(23FB) granted exemption in respect of income of such VCF/VCC. The benefit was
available if investment by such VCC/VCF was in unlisted shares of a domestic company, i.e. a Venture Capital
Undertaking (VCU). Section 115U ensures that income,  in the hand of the investor through VCF/VCC is taxed in
like manner and to the same extent as if the investment was directly made by investor in the VCU. Further, TDS
provisions are not applicable to any payment made by the VCF to its investor and payment by VCC to the investor
is exempted from Dividend Distribution Tax (DDT).  

Section 10(23FB) further provides that income of a SEBI regulated VCF or VCC, derived from investment in a
domestic company i.e. Venture Capital Undertaking (VCU), is exempt from taxation, provided the VCU is engaged
in only nine specified businesses. The working of VCF, VCC or VCU are regulated by SEBI and RBI. In order to
avoid multiplicity of conditions in different regulations for the same entities, the sectoral restriction on business
of VCU is required to be removed from Income Tax Act and such VCU is to be allowed to be governed by
conditions imposed by SEBI and RBI. 

The provisions of section 115U currently allow an opportunity of indefinite deferral of taxation in the hands
of investor. With a view to rationalize the above position and to align it with the true intent of a pass-through
status, it is proposed to amend section 10(23FB) and section 115U to provide that.-

(i) The venture Capital undertaking shall have same meaning as provided in relevant SEBI regulations and
there would be no sectoral restriction.

(ii) Income accruing to VCF/ VCC shall be taxable in the hands of investor on accrual basis with no deferral.
(iii) The exemption from applicability of TDS provisions on income credited or paid by VCF/ VCC to

investors shall be withdrawn.
These amendments will take effect from 1st April, 2013, and will, accordingly, apply in relation to the

assessment year 2013-14 and subsequent years. [Clauses 5, 54]

Removal of the cascading effect of Dividend Distribution Tax (DDT)
Section 115-O of the Act provides for taxation of distributed profits of domestic company. It provides that any
amount declared, distributed or paid by way of dividends, whether out of current or accumulated profits, shall be
liable to be taxed at the rate of 15%. The tax is known as Dividend Distribution Tax (DDT). Such distributed
dividend is exempt in the hands of recipients. 

Section 115-O of the Act provides that dividend liable for DDT in case of a company is to be reduced by an
amount of dividend received from its subsidiary after payment of DDT if  the company is not a subsidiary of any
other company. This removes the cascading effect of DDT only in a two-tier corporate structure. 

With a view to remove the cascading effect of DDT in multi-tier corporate structure, it is proposed to amend
Section 115-O of the Act to provide that in case any company receives, during the year, any dividend from any
subsidiary and such subsidiary has paid DDT as payable on such dividend, then, dividend distributed by the
holding company in the same year, to that extent, shall not be subject to Dividend Distribution Tax under section
115-O of the Act. 

This amendment will take effect from 1st July, 2012. [Clause 53]

Exemption in respect of income received by certain foreign companies
Section 10 of the Income-tax Act provides for certain incomes which are not included in the total income of a
person subject to the conditions specified in the relevant clauses of the section.

In the national interest, a mechanism has been devised to make payment to certain foreign companies in
India in Indian currency for import of crude oil.  The current provisions of the Income-tax Act would render such
payment taxable in India because payment is being received by these foreign companies in India in Indian
currency. This would not be justified when such payment is based on national interest and particularly when no
other activity is being carried out in India by these foreign companies except receipt of payment in Indian
currency.   

It is therefore proposed to insert a new clause (48) in section 10 of the Income-tax Act to provide for
exemption in respect of any income of a foreign company received in India in Indian currency on account of sale
of crude oil to any person in India subject to the following conditions:

(i) The receipt of money is under an agreement or an arrangement which is either entered into by the
Central Government or approved by it.

(ii) The foreign company, and the arrangement or agreement has been notified by the Central Government
having regard to the national interest in this behalf.  

(iii) The receipt of the money is the only activity carried out by the foreign company in India. 
These amendments will take effect retrospectively from 1st April, 2012 and will, accordingly, apply in relation

to the assessment year 2012-13 and subsequent years once such arrangement or agreement is notified. [Clause 5]

Extending benefit of initial depreciation to the power sector
Section 32(1)(iia) provides for allowance of initial depreciation (in addition to normal depreciation) at the rate of
20% of the actual cost on new machinery or plant (other than ships and aircraft) to the assessee engaged in the
business of manufacture or production of any article or thing in the year of acquisition and instalment. Under the
existing provisions, the benefit of initial depreciation is not available on the new machinery or plant installed by
an assessee engaged in the business of generation or generation and distribution of power.

In order to encourage new investment by the assessees engaged in the business of generation or generation
and distribution of power, it is proposed to amend this section to provide that an assessee engaged in the business
of generation or generation and distribution of power shall also be allowed initial depreciation at the rate of 20%
of actual cost of new machinery or plant (other than ships and aircraft) acquired and installed in a previous year.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 7]

Weighted deduction for scientific research and development
Under the existing provisions of Section 35(2AB) of the Income-tax Act, a company is allowed weighted deduction
at the rate of 200% of expenditure (not being in the nature of cost of any land or building) incurred on approved
in-house research and development facilities. These provisions are not applicable in respect of any expenditure
incurred by a company after 31st March, 2012.

In order to incentivise the corporate sector to continue to spend on in-house research, it is proposed to amend
this section to extend the benefit of the weighted deduction for a further period of five years i.e. up to 31st March,
2017. 

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years up to assessment year 2017-18. [Clause 8]

Weighted deduction for expenditure incurred on agricultural extension project
Agricultural extension services play a critical role in enhancing the productivity in the agricultural sector.  In
order to incentivise the business entities to provide better and effective agriculture extensive services, it is
proposed to insert a new provision in the Income-tax Act to allow weighted deduction of 150% of the expenditure
incurred on agricultural extension project.  The agricultural extension project eligible for this weighted deduction
shall be notified by the Board in accordance with the prescribed guidelines.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 10]

Weighted deduction for expenditure for skill development 
The Department of Industrial Policy & Promotion (DIPP) has notified the National Manufacturing Policy (NMP)
vide Press Note dated 4th November, 2011.  The notified NMP inter alia propose to provide following direct tax
incentive for skill development in manufacturing sector:

“To encourage the private sector to set up their own institutions, the government will provide weighted
standard deduction of 150% of the expenditure (other than land or building) incurred on Public Private
Partnership (PPP) project for skill development in the ITIs in manufacturing sector in separate facilities in
coordination with NSDC.”

In order to incentivise companies to invest on skill development projects in the manufacturing sector, it is
proposed to insert a new provision in the Income-tax Act to provide weighted deduction of 150% of expenses (not
being expenditure in the nature of cost of any land or building) incurred on skill development project. The skill
development project eligible for this weighted deduction shall be notified by the Board in accordance with the
prescribed guidelines.

The proposed amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. [Clause 10]

Turnover or gross receipts for audit of accounts and presumptive taxation
I. Under the existing provisions of section 44AB, every person carrying on business is required to get his
accounts audited if the total sales, turnover or gross receipts in the previous year exceed sixty lakh rupees.
Similarly, a person carrying on a profession is required to get his accounts audited if the total sales, turnover or
gross receipts in the previous year exceed fifteen lakh rupees.

In order to reduce the compliance burden on small businesses and on professionals, it is proposed to increase
the threshold limit of total sales, turnover or gross receipts, specified under section 44AB for getting accounts
audited, from sixty lakh rupees to one crore rupees in the case of persons carrying on business and from fifteen
lakh rupees to twenty five lakh rupees in the case of persons carrying on profession.

II. It is also proposed that for the purposes of presumptive taxation under section 44AD, the threshold limit
of total turnover or gross receipts would be increased from sixty lakh rupees to one crore rupees.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply to the assessment year
2013-14 and subsequent assessment years. [Clauses 13, 14]

Exemption for Senior Citizens from payment of advance tax
Under the existing provisions of Income-tax Act, every assessee is required to pay advance tax if the tax liability
for the previous year exceeds ten thousand rupees. In case of senior citizens who have passive income of the
nature of interest, rent, etc., the requirement of payment of advance tax results in raising compliance burden.   

In order to reduce the compliance burden of such senior citizens, it is proposed that a resident senior citizen,
not having any income chargeable under the head “Profits and gains of business or profession”, shall not be liable
to pay advance tax and such senior citizen shall be allowed to discharge his tax liability (other than TDS) by
payment of self assessment tax. 

This amendment will take effect from the 1st April, 2012.  Accordingly, the aforesaid senior citizen would not
be required to pay advance tax for the financial year 2012-13 and subsequent financial years. [Clause 80]

Wealth Tax – Exemption of residential house allotted to employee etc. of a company
Under the existing provisions of section 2 of the Wealth-tax Act, the specified assets for the purpose of levy of
wealth tax do not include a residential house allotted by a company to an employee or an officer or a whole time
director if the gross annual salary of such employee or officer, etc. is less than five lakh rupees.  

Considering general increase in salary and inflation since revision of this limit, it is proposed to increase the
existing threshold of gross salary from five lakh rupees to ten lakh rupees for the purpose of levying wealth-tax on
residential house allotted by a company to an employee or an officer or a whole time director.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 109]

Relief from long-term capital gains tax on transfer of residential property if invested in a manufacturing
small or medium enterprise
The Government had announced National Manufacturing Policy (NMP) in 2011, one of the goals of which is to
incentivise investment in the Small and Medium Enterprises (SME) in the manufacturing sector.   It is proposed
to insert a new section 546B so as to provide rollover relief from long term capital gains tax to an individual or an
HUF on sale of a residential property (house or plot of land) in case of re-investment of sale consideration in the
equity of a new start-up SME company in the manufacturing sector which is utilized by the company for the
purchase of new plant and machinery. 

This relief would be subject to the conditions that- 
(i) the amount of net consideration is used by the individual or HUF before the due date of furnishing of

return of income under sub-section (1) of section 139, for subscription in equity shares in the SME company in
which he holds more than 50% share capital or more  than 50% voting rights.

(ii) The amount of subscription as share capital is to be utilized by the SME company for the purchase of
new plant and machinery within a period of one year from the date of subscription in the equity shares. 

(iii) If the amount of net consideration subscribed as equity shares in the SME company is not utilized by the
SME company for the purchase of plant and machinery before the due date of filing of return by the individual or
HUF, the unutilised amount shall be deposited under a deposit scheme to be prescribed in this behalf.  

(iv) Suitable safeguards so as to restrict the transfer of the shares of the company, and of the plant and
machinery for a period of 5 years are proposed to be provided to prevent diversion of these funds.  Further, capital
gains would be subject to taxation in case any of the conditions are violated.

(v)  The relief would be available in case of any transfer of residential property made on or before 31st March, 2017.
The proposed amendments in the provisions of the Income-tax Act shall be effective from 1st April, 2013 and

would accordingly apply to assessment year 2013-14 and subsequent assessment years. [Clause 19]

Reduction in the rate of Securities Transaction Tax (STT)
Securities Transaction Tax (STT) on transactions in specified securities was introduced vide Finance (No.2) Act,
2004.  

It is proposed to reduce STT in Cash Delivery segment from the existing 0.125% to 0.1%. The proposed new
rates along with details of old rates are given in the following table.

Sl.No. Nature of taxable securities transaction Payable by Existing Rates % Proposed rates%
(1) (2) (3) (4) (5)
1. Delivery based purchase of equity Purchaser 0.125 0.1

shares in a company/ units of an equity 
oriented fund entered into through a 
recognised stock exchange in India.

2. Delivery based sale of equity shares in Seller 0.125 0.1
a company / units of an equity oriented 
fund entered into through a recognised 
stock exchange in India.

The proposed amendments in the rates of Securities Transaction Tax (STT) will be effective from the 1st day
of July, 2012 and will accordingly apply to any transaction made on or after that date. [Clause 153]

Deduction in respect of capital expenditure on specified business
I. Under the existing provisions of section 35AD of the Income-tax Act, investment-linked tax incentive is
provided by way of allowing 100% deduction in respect of the whole of any expenditure of capital nature (other
than on land, goodwill and financial instrument) incurred wholly and exclusively, for the purposes of the
“specified business” during the previous year in which such expenditure is incurred. Currently, the following
“specified businesses” are eligible for availing the investment-linked deduction under section 35AD(8)(c):-

(i) setting up and operating a cold chain facility;
(ii) setting up and operating a warehousing facility for storage of agricultural produce;
(iii) laying and operating a cross-country 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, a new hotel of two-star or above category as classified by the

Central Government;
(v) building and operating, anywhere in India, a new hospital with at least one hundred beds for patients; 
(vi) developing and building a housing project under a scheme for slum redevelopment or rehabilitation,

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.

(vii) 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 notified by the Board in this behalf in accordance
with the guidelines as may be prescribed; and

(ix) production of fertilizer in India.
It is proposed to include three new businesses as “specified business” for the purposes of the investment-

linked deduction under section 35AD, namely:-
(a) setting up and operating an inland container depot or a container freight station notified or approved

under the Customs Act,  1962 (52 of 1962);
(b) bee-keeping and production of honey and beeswax; and
(c) setting up and operating a warehousing facility for storage of sugar.          
The dates of commencement of the “specified business” are detailed in section 35AD (5). It is proposed that

the date of commencement of operations for availing investment linked deduction in respect of the three new
specified businesses shall be on or after 1st April, 2012.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. 

II. It is also proposed that the following specified businesses commencing operations on or after the 1st of
April, 2012 shall be allowed a deduction of 150% of the capital expenditure under section 35AD of the Income-tax
Act, namely:-

(i) setting up and operating a cold chain facility;
(ii) setting up and operating a warehousing facility for storage of agricultural produce;
(iii) building and operating, anywhere in India, a hospital with at least one hundred beds for patients; 
(iv) 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 notified by the Board in this behalf in accordance
with the guidelines as may be prescribed; and

(v) production of fertilizer in India.
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment

year 2013-14 and subsequent assessment years.
III. Currently, the investment-linked deduction under section 35AD is allowed to an assessee engaged in the

business of building and operating a hotel whereby the deduction can only be granted to the owner of a hotel if he
himself operates it. 

In service industries like hotels, a franchisee business system exists where the hotel owner may get the hotel
operated through an outsourcing arrangement.

Therefore, it is proposed to provide a suitable clarification so that a hotel owner continues to be eligible for the
investment-linked deduction under section 35AD if he, while continuing to own the hotel, transfers the operation
of such hotel to another person. Accordingly, a new sub-section (1A) is proposed to be inserted in section 35AD to
provide that where the assessee builds a hotel of two-star 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 carrying on the specified business of building and operating hotel. 

This amendment will take effect retrospectively from 1st April, 2011 and will, accordingly, apply in relation to
the assessment year 2011-12 and subsequent assessment years. [Clause 9]

Extension of sunset date for tax holiday for power sector
Under the existing provisions of section 80-IA(4)(iv) of the Income-tax Act, a deduction from profits and gains is
allowed to an undertaking which,—

(a) is set up for the generation and distribution of power if it begins to generate power at any time during
the period beginning on 1st April, 1993 and ending on 31st March, 2012;

(b) starts transmission or distribution by laying a network of new transmission or distribution lines at any
time during the period beginning on 1st April, 1999 and ending on 31st March, 2012;

(c) undertakes substantial renovation and modernization of existing network of transmission or
distribution lines at any time during the period beginning on 1st April, 2004 and ending on 31st March, 2012.

It is proposed to amend the above provision to extend the terminal date for a further period of one year, i.e.,
up to 31st March, 2013.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-14 and subsequent assessment years. [Clause 29]

Reduction of the eligible age for senior citizens for certain tax reliefs
The Finance Act, 2011 amended the effective age of a senior citizen being an Indian resident from sixty-five years
of age to sixty years for the purposes of application of various tax slabs and rates of tax under the Income Tax Act,
1961 for income earned during the financial year 2011-12 (assessment year 2012-13).  

There are certain other provisions of the Act in which the age for qualifying as a senior citizen is now
proposed to be similarly amended. 

(i) Section 80D of the Income-tax Act provides for a deduction in respect of premia paid towards a health
insurance policy for the assessee or his family (spouse and dependant children) and a further deduction is also
allowed for buying a health insurance policy for parent(s). Where the premium is paid to effect or keep in force an
insurance on the health of any person who is a senior citizen, the deductions are allowable up to a higher sum of
Rs. 20,000/- instead of Rs. 15,000/-.

(ii) Section 80DDB of the Income-tax Act provides for a deduction up to Rs. 40,000/- for the medical
treatment of a specified disease or ailment in the case, inter alia, of an individual or his dependant. This
deduction is enhanced to Rs. 60,000/- where the amount actually paid is in respect of any of the above persons
who is a senior citizen.

(iii) Section 197A(1C) of the Income-tax Act provides that in respect of tax deduction at source   under
section  193  (interest  on  securities) or section 194 (dividends) or section 194A (interest other than interest on
securities) or section 194EE (payments in respect of deposits under NSS etc.) or section 194K (income in respect of
units), no deduction of tax shall be made in the case of a senior citizen, if such individual furnishes a declaration
in the prescribed form (Form No. 15H) to the effect that the tax on his estimated total income of the previous year
in which such income is to be included in computing his total income will be nil. 

In all of the above-mentioned provisions, i.e., under sections 80D, 80DDB and 197A the effective age for a
“senior citizen” who can avail of the benefit is mentioned as sixty-five years or more at any time during the
relevant previous year. 

In order to make the effective age of senior citizens uniform across all the provisions of the Income Tax Act, it
is proposed to reduce the age for availing of the benefits by a senior citizen under the aforesaid sections (sections
80D, 80DDB and 197A) from sixty-five years to sixty years.

The amendments to section 80D and section 80DDB will take effective from 1st April, 2013 and will,
accordingly, apply in relation to the assessment year 2013-14 and subsequent assessment years. 

The amendment to section 197A will take effect from 1st July, 2012. [Clauses 25, 26, 76]

Deduction for expenditure on preventive health check-up
Under the existing provisions contained in section 80D of the Income-tax Act, a deduction is allowed in respect of
premium paid towards a health insurance policy for insurance of self, spouse and dependant children or any
contribution made to the Central Government Health Scheme, up to a maximum of Rs.15,000 in aggregate. A
further deduction of Rs.15,000 is also allowed for buying a health insurance policy in respect of parents. 

It is proposed to amend this section to also include any payment made by an assessee on account of
preventive health check-up of self, spouse, dependant children or parents(s) during the previous year as eligible
for deduction within the overall limits prescribed in the section. However, the proposed deduction on account of
expenditure on preventive health check-up (for self, spouse, dependant children and parents) shall not exceed in
the aggregate Rs.5,000.

It is further proposed to provide that for the purpose of the deduction under section 80D, payment can be
made – (i) by any mode, including cash, in respect of any sum paid on account of preventive health check-up and
(ii) by any mode other than cash, in all other cases.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. [Clause 25]

Deduction in respect of interest on deposits in savings accounts
Under the proposed new section 80TTA of the Income-tax Act, a deduction up to an extent of ten thousand rupees
in aggregate shall be allowed to an assessee, being an individual or a Hindu undivided family, in respect of any
income by way of interest on deposits (not being time deposits) in a savings account with—

(i) 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);

(ii) a co-operative society engaged in carrying on the business of banking (including a co-operative land
mortgage bank or a co-operative land development bank); or

(iii) a post office, as defined in clause (k) of section 2 of the Indian Post Office Act, 1898 (6 of 1898).
However, where the aforesaid income is derived from any deposit in a savings account held by, or on behalf

of, a firm, an association of persons or a body of individuals, no deduction shall be allowed in respect of such
income in computing the total income of any partner of the firm or any member of the association or body.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 30]

E.  RATIONALIZATION OF TAX DEDUCTION AT SOURCE (TDS) AND 
TAX COLLECTION AT SOURCE (TCS) PROVISIONS
I. Deemed date of payment of tax by the resident payee

Under the existing provisions of Chapter XVII-B of the Income-tax Act, a person is required to deduct tax on
certain specified payments at the specified rates if the payment exceeds specified threshold. In case of non-
deduction of tax in accordance with the provisions of this Chapter, he is deemed to be an assessee in default under
section 201(1) in respect of the amount of such non-deduction.

However, section 191 of the Act provides that a person shall be deemed to be assessee in default in respect of
non/short deduction of tax only in cases where the payee has also failed to pay the tax directly. Therefore, the
deductor cannot be treated as assessee in default in respect of non/short deduction of tax if the payee has
discharged his tax liability.  

The payer is liable to pay interest under section 201(1A) on the amount of non/short deduction of tax from the
date on which such tax was deductible to the date on which the payee has discharged his tax liability directly. As
there is no one-to-one correlation between the tax to be deducted by the payer and the tax paid by the payee, there
is lack of clarity as to when it can be said that payer has paid the taxes directly.  Also, there is no clarity on the issue
of the cut-off date, i.e. the date on which it can be said that the payee has discharged his tax liability. 

In order to provide clarity regarding discharge of tax liability by the resident payee on payment of any sum
received by him without deduction of tax, it proposed to amend section 201 to provide that the payer who fails to
deduct the whole or any part of the tax on the payment made to a resident payee shall not be deemed to be an
assessee in default in respect of such tax if such resident payee – 

(i) has furnished his return of income under section 139;
(ii) has taken into account such sum for computing  income in such return of income; and
(iii) has paid the tax due on the income declared by him in such return of income,
and the payer furnishes a certificate to this effect from an accountant in such form as may be prescribed.
The date of payment of taxes by the resident payee shall be deemed to be the date on which return has been

furnished by the payer. 
It is also proposed to provide that where the payer fails to deduct the whole or any part of the tax on the

payment made to a resident and is not deemed to be an assessee in default under section 201(1) on account of
payment of taxes by the such resident, the interest under section 201(1A)(i) shall be payable from the date on
which such tax was deductible to the date of furnishing of return of income by such resident payee.

Amendments on similar lines are also proposed to be made in the provisions of section 206C relating to TCS
for clarifying the deemed date of discharge of tax liability by the buyer or licensee or lessee. 

These amendments will take effect from 1st July, 2012.

II. Disallowance of business expenditure on account of non-deduction of tax on payment to resident
payee
A related issue to the above is the disallowance under section 40(a)(ia) of certain business expenditure like
interest, commission, brokerage, professional fee, etc. due to non-deduction of tax.  It has been provided that in
case the tax is deducted in subsequent previous year, the expenditure shall be allowed in that subsequent
previous year of deduction. 

In order to rationalise the provisions of disallowance on account of non-deduction of tax from the payments
made to a resident payee, it is proposed to amend section 40(a)(ia) to provide that where an assessee makes
payment of the nature specified in the said section to a resident payee without deduction of tax and is not deemed
to be an assessee in default under section 201(1) on account of payment of taxes by the payee, then, for the purpose
of allowing deduction of such sum, 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 resident payee.  

These beneficial provisions are proposed to be applicable only in the case of resident payee.
These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the

assessment year 2013-14 and subsequent assessment years.

III. Fee and penalty for delay in furnishing of TDS/TCS Statement and penalty for incorrect information
in TDS/TCS Statement
As per the existing provisions of the Income-tax Act, a deductor is required to furnish a periodical TDS statement
(quarterly) containing the details of deduction of tax made during the quarter by the prescribed due date. A
substantial number of the deductors are not furnishing their TDS statement within the prescribed due date.
Delay in furnishing of TDS statement results in delay in granting of credit of TDS to the deductee and
consequently results into delay in issue of refunds to the deductee tax payers or raising of infructuous demand
against the deductee tax payers. Further, in large number of cases, the deductors are not furnishing correct
information like PAN of the deductee, amount of tax deducted, etc. in the TDS statement.  Furnishing of correct
information in respect of tax deduction is critical for processing of return of income furnished by the deductee
because credit for TDS is granted to the deductee on the basis of information furnished by the deductor. 

Under the existing provisions of section 272A, penalty of Rs.100 per day is levied for delay in furnishing of
TDS statement, however, no specific penalty is specified for furnishing of incorrect information in the TDS
statement. The said provisions of penalty are not proved to be effective in reducing or eliminating defaults



relating to late furnishing of TDS statement. 
In order to provide effective deterrence against delay in furnishing of TDS statement, it is proposed –
(i) to provide for levy of fee of Rs.200 per day for late furnishing of TDS statement from the due date of

furnishing of TDS statement to the date of furnishing of TDS statement. However, the total amount of fee shall not
exceed the total amount of tax deductible during the period for which the TDS statement is delayed, and

(ii) to provide that in addition to said fee, a penalty ranging from Rs.10,000 to Rs.1,00,000 shall also be
levied for not furnishing TDS statement within the prescribed time.

In view of the levy of fee for late furnishing of TDS statement, it is also proposed to provide that no penalty
shall be levied for delay in furnishing of TDS statement if the TDS statement is furnished within one year of the
prescribed due date after payment of tax deducted along with applicable interest and fee. 

In order to discourage the deductors to furnish incorrect information in TDS statement, it is proposed to
provide that a penalty ranging from Rs.10,000 to Rs.1,00,000 shall be levied for furnishing incorrect information
in the TDS statement.

Consequential amendment is proposed in section 273B so that no penalty shall be levied if the deductor
proves that there was a reasonable cause for the failure.

Consequential amendment is also proposed in section 272A to provide that no penalty under this section
shall be levied for late filing of TDS statement in respect of tax deducted on or after 1st July, 2012.

Amendments on the similar lines for levy of fee and penalty for delay in furnishing of TCS statement and
furnishing of incorrect information in the TCS statement are also proposed to be made. 

These amendments will take effect from 1st July, 2012 and will, accordingly, apply to the TDS or TCS
statement to be furnished in respect of tax deducted or collected on or after 1st July, 2012.

IV. Intimation after processing of TDS statement 
Vide finance (No.2) Act, 2009, section 200A was inserted in the Income-tax Act to provide for processing of TDS
statement.  After processing of TDS statement, an intimation is generated specifying the amount payable or
refundable.  The intimation generated after processing of TDS statement is not  

(i) subject to rectification under section 154; 
(ii) appealable under section 246A; and 
(iii) deemed as notice of demand under section 156. 
In order to reduce the compliance burden of the deductor and also to rationalise the provisions of processing

of TDS statement, it is proposed to provide that the intimation generated after processing of TDS statement shall be 
(i) subject to rectification under section 154;
(ii) appealable under section 246A; and
(iii) deemed as notice of demand under section 156.
These amendments will take effect from 1st July, 2012.

V. “Person responsible for paying” in case of payment by Central Government or Government of a State 
Under the existing provisions of section 204 of the Income-tax Act, a “person responsible for paying” has been
defined to include employer, company or its principal officer or the payer.  There is a lack of clarity in the case of
payment made by Central Government or by a State Government as to who is the person responsible for paying
the sum to the payee.  

In order to provide clarity to the meaning of “person responsible for paying” in case of payment by Central
Government or a State Government, it is proposed to provide that in the case of payment by Central Government
or a State Government, the Drawing and Disbursing Officer or any other person (by whatever name called)
responsible for making payment shall be the “person responsible for paying” within the meaning of section 204.

This amendment will take effect from 1st July, 2012.

VI. Extension of time for passing an order under section 201 in certain cases
Under the existing provisions section 201 of the Income-tax Act, a person can be deemed to be an assessee in
default, by an order, in respect of non-deduction/short deduction of tax.  Such order can be passed within a period
of four years from end of financial year in a case where no statement as referred to in section 200 has been filed.

It is proposed to amend provision of section 201, so as to extend the time limit from four years to six years.
This amendment will take effect retrospectively from 1st April, 2010.
[Clauses 11, 67, 68, 77, 78, 79, 86, 89, 98, 99, 100]

Threshold for TDS on compensation or consideration for compulsory acquisition
Under the existing provisions of the section 194LA of the Income-tax Act, a person responsible for paying any
compensation or consideration for compulsory acquisition of immovable property (other than agricultural  land)
is required to deduct tax at the rate of 10% in case the consideration exceeds one lakh rupees. 

In order to reduce the compliance burden of small assessees, it is proposed to increase the aforesaid threshold
limit from one lakh rupees to two lakh rupees. 

This amendment will take effect from 1st July, 2012. [Clause 72]

Threshold for TDS on payment of interest on debentures
Under the existing provisions of section 193 of the Income-tax Act, a person responsible for paying interest to a
resident individual on listed debentures of a company, in which the public are substantially interested, is not
required to deduct tax on the amount of interest payable if the aggregate amount of interest paid during a
financial year does not exceed Rs.2,500/- and the interest is paid by account payee cheque. However, in the case
of unlisted debentures of a company, no threshold limit is specified for deduction of tax on payment of interest. 

In order to reduce the compliance burden on small assessees and companies, it is proposed that no deduction
of tax should be made from payment of interest on any debenture, (whether listed or not) issued by a company, in
which the public are substantially interested, to a resident individual or Hindu undivided family, if the aggregate
amount of interest on such debenture paid during the financial year does not exceed Rs.5,000 and the payment is
made by account payee cheque.  

This amendment will take effect from 1st July, 2012. [Clause 69]

F.  RATIONALIZATION OF INTERNATIONAL TAXATION PROVISIONS
Income deemed to accrue or arise in India

Section 2 of the Income Tax provides definitions of various terms which are relevant for the purposes of the Act. 
Section 9 of the Income Tax provides cases of income, which are deemed to accrue or arise in India. This is a

legal fiction created to tax income, which may or may not arise in India and would not have been taxable but for
the deeming provision created by this section. Sub-section (1)(i) provides a set of circumstances in which income
accruing or arising, directly or indirectly, is taxable in India. One of the limbs of clause (i) is income accruing or
arising directly or indirectly through the transfer of a capital asset situate in India. The legislative intent of this
clause is to widen the application as it covers incomes, which are accruing or arising directly or indirectly. The
section codifies source rule of taxation wherein the state where the actual economic nexus of income is situated
has a right to tax the income irrespective of the place of residence of the entity deriving the income. Where
corporate structure is created to route funds, the actual gain or income arises only in consequence of the
investment made in the activity to which such gains are attributable and not the mode through which such gains
are realized. Internationally this principle is recognized by several countries, which provide that the source
country has taxation right on the gains derived of offshore transactions where the value is attributable to the
underlying assets.

Section 195 of the Income-tax Act requires any person to deduct tax at source before making payments to a
non-resident if the income of such non-resident is chargeable to tax in India. “Person”, here, will take its meaning
from section 2 and would include all persons, whether resident or non-resident. Therefore, a non-resident person
is also required to deduct tax at source before making payments to another non-resident, if the payment
represents income of the payee non-resident, chargeable to tax in India. There are no other conditions specified
in the Act and if the income of the payee non-resident is chargeable to tax, then tax has to be deducted at source,
whether the payment is made by a resident or a non-resident.

Certain judicial pronouncements have created doubts about the scope and purpose of sections 9 and 195.
Further, there are certain issues in respect of income deemed to accrue or arise where there are conflicting
decisions of various judicial authorities. 

Therefore, there is a need to provide clarificatory retrospective amendment to restate the legislative intent in
respect of scope and applicability of section 9 and 195 and also to make other clarificatory amendments for
providing certainty in law.

I. It is, therefore, proposed to amend the Income Tax Act in the following manner:-
(i) Amend section 9(1)(i) to clarify that the expression ‘through’ shall mean and include and shall be

deemed to have always meant and included “by means of”, “in consequence of” or “by reason of”.
(ii) Amend section 9(1)(i) to clarify that 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 indirectly, its value substantially from the assets
located in India.

(iii) Amend section 2(14) to clarify that ‘property’ includes and shall be deemed to have always included any
rights in or in relation to an Indian company, including rights of management or control or any other rights
whatsoever.

(iv) Amend section 2(47) to clarify that ‘transfer’ includes and shall be deemed to have always included
disposing of or parting with an asset or any interest therein, or creating 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 transfer of rights has
been characterized as being effected or dependent upon or flowing from the transfer of a share or shares of a
company registered or incorporated outside India.

(v) Amend section 195(1) to clarify that obligation to comply with sub-section (1) and to make deduction
thereunder applies and shall be deemed to have always applied and extends and shall be deemed to have always
extended to all persons, resident or non-resident, whether or not the non-resident has:- 

(a) a residence or place of business or business connection in India; or
(b) any other presence in any manner whatsoever in India. 

These amendments will take effect retrospectively from 1st April, 1962 and will accordingly apply in relation
to the assessment year 1962-63 and subsequent assessment years.

II. Section 9(1)(vi) provides that any income payable by way of royalty in respect of any right, property or
information is deemed to be accruing or arising in India. The term “royalty” has been defined in Explanation 2
which means consideration received or receivable for transfer of all or any right in respect of certain rights,
property or information. Some judicial decisions have interpreted this definition in a manner which has raised
doubts as to whether consideration for use of computer software is royalty or not; whether the right, property or
information has to be used directly by the payer or is to be located in India or control or possession of it has to be
with the payer. Similarly, doubts have been raised regarding the meaning of the term processed. 

Considering the conflicting decisions of various courts in respect of income in nature of royalty and to restate
the legislative intent, it is further proposed to amend the Income Tax Act in following manner:-

(i) To amend section 9(1)(vi) to clarify that the consideration for use or right to  use of computer software is
royalty by clarifying that transfer of all or any rights in respect of any right, property or information as mentioned
in Explanation 2, includes and has always included transfer of all or any right for use or right to use a computer
software (including granting of a licence) irrespective of the medium through which such right is transferred. 

(ii) To amend section 9(1)(vi) to clarify that royalty includes and has always included consideration in
respect of any right, property or information, whether or not

(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.

(iii) To amend section 9(1)(vi) to clarify that the term “process” includes and shall be deemed to have always
included transmission by satellite (including up-linking, amplification, conversion for down-linking of any
signal), cable, optic fibre or by any other similar technology, whether or not such process is secret. 

These amendments will take effect retrospectively from 1st June, 1976 and will accordingly apply in relation
to the assessment year 1977-78 and subsequent assessment years.  

III. Consequential amendments are proposed in section 149, to extend time limit for issue of notice in case
of a person who is treated as agent of a non-resident, the time limit presently prescribed of two years be extended
to six years.  It is also clarified that these provisions being of procedural nature shall also be applicable for any
assessment year beginning on or before the 1st day of April, 2012. 

These amendments will take effect from 1st July, 2012.
IV. It is also proposed to amend section 195 to provide that the Board may, by notification in the Official

Gazette, specify a class of persons or cases, where the person responsible for paying to a non-resident, not being a
company, or to a foreign company, any sum, whether or not chargeable under the provisions of this Act, shall
make an application to the Assessing Officer to determine, by general or special order, the appropriate proportion
of sum chargeable, and upon such determination, tax shall be deducted under sub-section (1) on that proportion
of the sum which is so chargeable.

This amendment shall take effect from 1st July, 2012.
V. Validation clause: It is proposed to provide for validation of demands raised under the Income-tax Act

in certain cases in respect of income accruing or arising, through or from transfer of a capital asset situate in India,
in consequence of the transfer of a share or shares of a company registered or incorporated outside India or in
consequence of agreement or otherwise outside India. It is proposed to provide through this validation clause that
any notice sent or purporting to have been sent, taxes levied, demanded, assessed, imposed or collected or
recovered during any period prior to coming into force of the validating clause shall be deemed to have been
validly made and such notice or levy of tax shall not be called in question on the ground that the tax was not
chargeable or any ground including that it is a tax on capital gains arising out of transactions which have taken
place outside India. The validating clause shall operate notwithstanding anything contained in any judgment,
decree or order of any Court or Tribunal or any Authority.

This validation shall take effect from coming into force of the Finance Act, 2012. [Clauses 3, 4, 62, 75, 113]

Taxation of a non-resident entertainer, sports person etc. 
Section 115BBA of the Income Tax Act provides a concessionary tax regime in the case of income of sports persons
who are non-citizen and non-resident. The provision covers income received by way of participation in any game
or sport, advertising or contribution of article in any newspaper etc. The income of such sportsmen is taxed at the
rate of 10% of the gross receipts. The same regime is also available to a non-resident sports association or
institution  for guarantee money payable to such institution in relation to any game or sport played in India.

Under the Double Tax Avoidance Agreement (DTAA’s), there is parity between a non-resident sportsman and
a non-resident entertainer.  A similar tax regime i.e. taxation on basis of gross receipts rather than net income
would simplify the process of taxation in the case of entertainer. The special treatment in respect of entertainer is
required because determination of deductible expenses for performance is complicated, especially when the
production expenses of an international tour need to be allocated across performances in various countries.

Internationally, similar tax rates exist for both entertainer and sportsperson. International comparisons also
reveal that the tax rate ranges between 10% to 30% in case of entertainer and sportsperson. Therefore, rate of 20%
on gross receipts is a reasonable rate of tax in case of non-resident, non-citizen entertainer. The tax rate in case of
non-resident, noncitizen sportspersons and non-resident sports associations also needs to be raised to 20% 

It is proposed to amend section 115BBA to provide that income arising to a non-citizen, non-resident
entertainer (such as theatre, radio or television artists and musicians) from performance in India shall be taxable
at the rate of 20% of gross receipts. It is also proposed to increase the taxation rate, in case of non-citizen, non-
resident sportsmen and non-resident sports association, from 10% to 20% of the gross receipts. 

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years.

Consequential amendment is proposed in section 194E to provide for withholding of tax at the rate of 20%
from income payable to non-resident, non-citizen, entertainer, or sportsmen or sports association or institution. 

This amendment will take effect from 1st July, 2012. [Clauses 43, 70]

Meaning assigned to a term used in Double Taxation Avoidance Agreement (DTAA)
Section 90 of the Act, empowers the Central Government to enter into an agreement with foreign countries or
specified territories for the purpose of granting reliefs particularly in respect of double taxation. Under this power,
the Central Government has entered into various treaties commonly known as Double Taxation Avoidance
Agreements (DTAA’s). 

Section 90A of the Act similarly empowers the Central Government to adopt and implement an agreement
between a specified association in India and any specified association in a specified territory outside India for
granting relief from ‘double taxation’ etc. on the lines of section 90 of the Act.

Sub-section (3) of sections 90 and 90A of the Act empowered the Central Government to assign a meaning,
through notification, to any term used in the Agreement, which was neither defined in the Act nor in the
agreement.

Since this assignment of meaning is in respect of a term used in a treaty entered into by the Government with
a particular intent and objective as understood during the course of negotiations leading to formalization of
treaty, the notification under section 90(3)  gives a  legal frame work for clarifying the intent, and the clarification
should normally apply from the date when the agreement which has used such a term came into force.

Therefore, the legislative intent of sub-section (3) to section 90 and section 90A that whenever any term is
assigned a meaning through a notification issued under Section 90(3) or section 90A(3), it shall have the effect of
clarifying the term from the date of coming in force of the agreement in which such term is used, needs to be
clarified.

It is proposed to amend Section 90 of the Act to provide that any meaning assigned through notification to a

term used in an agreement but not defined in the Act or agreement, shall be effective from the date of coming into
force of the agreement. It is also proposed to make similar amendment in Section 90A of the Act.

The amendment in section 90 will take effect retrospectively from 1st October, 2009 and the amendment in
section 90A shall take effect retrospectively from 1st June, 2006. [Clauses 31, 32]

Tax Residence Certificate (TRC) for claiming relief under DTAA
Section 90 of the Income Tax Act empowers the Central Government to enter into an agreement with the
Government of any foreign country or specified territory outside India for the purpose of –

(i) granting relief in respect of avoidance of double taxation,
(ii)  exchange of information and
(iii) recovery of taxes.
Further section 90A of the Act empowers the Central Government to adopt any agreement between specified

associations for relief of double taxation.
In exercise of this power, the Central Government has entered into various Double Taxation Avoidance

Agreements (DTAA’s) with different countries and have adopted agreements between specified associations for
relief of double taxation . The scheme of interplay of treaty and domestic legislation ensures that a taxpayer, who
is resident of one of the contracting country to the treaty, is entitled to claim applicability of beneficial provisions
either of treaty or of the domestic law. 

It is noticed that in many instances the taxpayers who are not tax resident of a contracting country do claim
benefit under the DTAA entered into by the Government with that country. Thereby, even third party residents
claim unintended treaty benefits. 

Therefore, it is proposed to amend Section 90 and Section 90A of the Act to make submission of Tax
Residency Certificate containing prescribed particulars, as a necessary but not sufficient condition for availing
benefits of the agreements referred to in these Sections.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent years. [Clauses 31, 32]

Extension of time limit for completion of assessment or reassessment where information is sought
under a DTAA
During the course of assessment proceedings, in the case of an assessee having income or assets outside India,
information is being sought from the tax authorities situated outside India, while completing an assessment.
Under the provisions of section 90 or section 90A of the Income-tax Act, information can be exchanged with the
foreign tax authorities for prevention of evasion or avoidance of income tax chargeable under this Act or under
the corresponding law in force in that country or specified territory, as the case may be. 

The time limit for completion of an assessment or reassessment has been provided in the provisions of
section 153 and 153B of the Income-tax Act. These provisions were amended vide Finance Act, 2011 to exclude the
time taken in obtaining information (form foreign tax authorities) from the time prescribed for completion of
assessment or reassessment in the case of an assessee. This time period to be excluded would start from the date
on which the process of getting information is initiated by making a reference by the competent authority in India
to the foreign tax authorities and end with the date on which information is received by the Commissioner.
Currently, this period of exclusion is limited to six months. 

Foreign inquiries generally by nature take longer time for obtaining information.  It is, therefore, proposed
that this time limit of six months be extended to one year. 

These amendments will take effect from the 1st day of July, 2012. [Clauses 63, 65]

G.  RATIONALIZATION OF TRANSFER PRICING PROVISIONS
Advance Pricing Agreement (APA)
Advance Pricing Agreement is an agreement between a taxpayer and a taxing authority on an appropriate transfer
pricing methodology for a set of transactions over a fixed period of time in future. The APAs offer better assurance
on transfer pricing methods and are conducive in providing certainty and unanimity of approach. 

It is proposed to insert new sections 92CC and 92CD in the Act to provide a framework for advance pricing
agreement under the Act. The proposed sections provide the following. –

1. It empowers Board, to enter into an advance pricing agreement with any person undertaking an
international transaction.

2. Such APAs shall include determination of the arm’s length price or specify the manner in which arm’s
length price shall be determined, in relation to an international transaction which the person undertake.

3. The manner of determination of arm’s length price in such cases shall be any method including those
provided in sub-section (1) of section 92C, with necessary adjustments or variations.

4. The arm’s length price of any international transaction, which is covered under such APA, shall be
determined in accordance with the APA so entered and the provisions of section 92C or section 92CA which
normally apply for determination of arm’s length price would be modified to this extent and arm’s length price
shall be determined in accordance with APA.

5. The APA shall be valid for such previous years as specified in the agreement which in no case shall
exceed five consecutive previous years.

6. The APA shall be binding only on the person and the Commissioner (including income-tax authorities
subordinate to him) in respect of the transaction in relation to which the agreement has been entered into. The
APA shall not be binding if there is any change in law or facts having bearing on such APA.

7. The Board is empowered to declare, with the approval of Central Government, any such agreement to be
void ab initio, if it finds that the agreement has been obtained by the person by fraud or misrepresentation of
facts. Once an agreement is declared void ab-initio, all the provisions of the Act shall apply to the person as if such
APA had never been entered into.

8. For the purpose of computing any period of limitation under the Act, the period beginning with the date
of such APA and ending on the date of order declaring the agreement void ab-initio shall be excluded. However if
after the exclusion of the aforesaid period, the period of limitation referred to in any provision of the Act  is less
than sixty days, such remaining period shall be extended to sixty days. 

9. The Board is empowered to prescribe a Scheme providing for the manner, form, procedure and any
other matter generally in respect of the advance pricing agreement.

10. Where an application is made by a person for entering into such an APA, proceedings shall be deemed
to be pending in the case of the person for the purposes of the Act like for making enquiries under section 133(6)
of the Act.

11. The person entering in to such APA shall necessarily have to furnish a modified return within a period
of three months from the end of the month in which the said APA was entered in respect of the return of income
already filed for a previous year to which the APA applies. The modified return has to reflect modification to the
income only in respect of the issues arising from the APA and in accordance with it. 

12. Where the assessment or reassessment proceedings for an assessment year relevant to the previous year
to which the agreement applies are pending on the date of filing of modified return, the Assessing Officer shall
proceed to complete the assessment or reassessment proceedings in accordance with the agreement taking into
consideration the modified return so filed and normal period of limitation of completion of proceedings shall be
extended by one year.

13. If the assessment or reassessment proceedings for an assessment year relevant to a previous year to
which the agreement applies has been completed before the  expiry of period allowed for furnishing of modified
return ,the Assessing Officer shall, in a  case  where modified return is filed, proceed to assess or reassess or
recompute  the total  income  of the relevant assessment year having regard to and in accordance with the APA
and to such assessment, all the provisions relating to assessment shall apply as if the modified return is a return
furnished under section 139 of the Act. The period of limitation for completion of  such assessment or
reassessment is one year from the end of the financial year in which the modified return is furnished.

14. All the other provisions of this Act shall apply accordingly as if the modified return is a return furnished
under section 139.

These amendments will take effect from 1st July, 2012. [Clauses 39, 89]

Examination by the Transfer Pricing Officer of international transactions not reported by the Assessee
Section 92CA of the Act provides that the Assessing Officer, if he considers it necessary or expedient  to  do  so,
may  with  the previous approval  of  Commissioner of Income tax, refer the matter of determination of Arm’s
Length Price in respect of an international transaction to the Transfer Pricing Officer (TPO). Once reference is
made to the TPO, TPO is competent to exercise all powers that are available to the Assessing Officer under sub-
section (3) of Section 92C for determination of ALP and consequent adjustment. Further under section 92E of the
Act, there is reporting requirement on the taxpayer and the taxpayer is under obligation to file an audit report in
prescribed form before the Assessing Officer (AO) containing details of all international transactions undertaken
by the taxpayer during the year. 

This audit report is the primary document with the Assessing Officer, which contains the details of
international transactions undertaken by the taxpayer. If the assessee does not report such a transaction in the
report furnished under section 92E then the Assessing Officer would normally not be aware of such an
International Transaction so as to make a reference to the Transfer Pricing Officer. The Transfer Pricing Officer
may notice such a transaction subsequently during the course of proceeding before him. In absence of specific
power, the determination of Arm’s Length Price by the Transfer Pricing Officer would be open to challenge even
though the basis of such an action is non-reporting of transaction by the taxpayer at first instance. 

It is proposed to amend the section 92CA of the Act retrospectively to empower Transfer Pricing Officer (TPO)
to determine Arm’s Length Price of an international transaction noticed by him in the course of proceedings
before him, even if the said transaction was not referred to him by the Assessing Officer, provided that such
international transaction was not reported by the taxpayer as per the requirement cast upon him under section
92E of the Act. 

This amendment will take effect retrospectively from 1st June, 2002.
It is also proposed to provide an explanation to effect that due to retrospectivity of the amendment no

reopening of any proceeding would be undertaken only on account of such an amendment.
This amendment will take effect from 1st July, 2012. [Clause 38]

Transfer Pricing Regulations to apply to certain domestic transactions
Section 40A of the Act empowers the Assessing Officer to disallow unreasonable expenditure incurred between
related parties. Further, under Chapter VI-A and  section 10AA, the Assessing Officer is empowered to re-compute
the income  (based on fair market value) of the undertaking to which profit linked deduction is provided if there
are transactions with the related parties or other undertakings of the same entity.  However, no specific method to
determine reasonableness of expenditure or fair market value to re-compute the income in such related
transactions is provided under these sections. 

The  Supreme Court in the case of CIT Vs. Glaxo SmithKline Asia (P) Ltd., in its order has, after examining the
complications which arise in cases where fair market value is to be assigned to transactions between domestic
related parties, suggested that Ministry of Finance should consider appropriate provisions in law to make transfer
pricing regulations applicable to such related party domestic transactions.  

The application and extension of scope of transfer pricing regulations to domestic transactions would
provide objectivity in determination of income from domestic related party transactions and determination of
reasonableness of expenditure between related domestic parties.  It will create legally enforceable obligation on
assessees to maintain proper documentation. However, extending the transfer pricing requirements to all
domestic transactions will lead to increase in compliance burden on all  assessees  which may not be desirable.  

Therefore, the transfer pricing regulations need to be extended to the transactions entered into by domestic
related parties or by an undertaking with other undertakings of the same entity for the purposes of section 40A,
Chapter VI-A and  section 10AA. The concerns of administrative and compliance burden are addressed by
restricting its applicability to the transactions, which exceed a monetary threshold of Rs. 5 crores in aggregate
during the year. In view of the circumstances which were present in the case before the Supreme Court, there is a
need to expand the definition of related parties for purpose of section 40A to cover cases of companies which have
the  same parent company.

It is, therefore, proposed to amend the Act to provide applicability of transfer pricing regulations (including
procedural and penalty provisions) to transactions between related resident parties for the purposes of computation
of income, disallowance of expenses etc. as required under provisions of sections 40A, 80-IA, 10AA, 80A, sections
where reference is made to section 80-IA, or to transactions as may be prescribed by the Board, if aggregate amount
of all such domestic transactions exceeds Rupees 5 crore in a year. It is further proposed to amend the meaning of
related persons as provided in section 40A to include companies having the same holding company.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the Assessment
Year  2013-14 and subsequent assessment years. [Clauses 12, 23, 29, 33, 35, 37, 38, 92, 94, 97]

Determination of Arm’s Length Price (ALP)
I. Section 92C of the Act provides for computation of arms lengths price. Sub-section (1) of this section provides
the set of methods for determination of arms length price and mandates application of the most appropriate
method for determination of arms length price (ALP). Sub-Section (2) of section 92C provides that where more
than one price is determined by application of most appropriate method, the arms length price shall be taken to
be the arithmetic mean of such prices.  The proviso to this sub-section was inserted by Finance Act, 2002 with
effect from 01.04.2002 to ensure that in case variation of transaction price from the arithmetic mean is within the
tolerance range of 5%, no adjustment was required to be made to transaction value.

Subsequently, disputes arose regarding the interpretation of the proviso. Whether the tolerance band is a
standard deduction or not, in case variation of ALP and transaction value exceeded the tolerance  band.  Different
courts interpreted it differently.      

In order to bring more clarity and resolving the controversy the proviso was substituted by Finance Act (No.2),
2009. The substituted proviso not only made clear the intent that 5% tolerance band is not a standard deduction
but also changed the base of determination of the allowable band, linked it to the transaction price instead of the
earlier base of Arithmetic mean. The amendment  clarified the ambiguity about applicability of 5% tolerance
band,  not being a standard deduction.  

However, the position prior to amendment by Finance (No.2) Act, 2009 still remained ambiguous with
varying judicial decisions. Some favouring departmental stand and others the stand of tax payer. There is,
therefore, a need to bring certainty to the issue by clarifying the legislative intent in respect of first proviso to sub-
section (2) which was inserted by the Finance Act, 2002.

It is, therefore, proposed to amend the Income Tax Act to provide clarity with retrospective effect in respect
of first proviso to section 92C(2) as it stood before its substitution by Finance Act (No.2), 2009 so that the tolerance
band of 5% is not taken to be a standard deduction while computing Arm’s Length Price and to ensure that due to
such retrospective amendment already completed  assessments or proceedings are not reopened only on this
ground.

The amendments proposed above shall be effective retrospectively from 1st April, 2002 and shall accordingly
apply in relation to the Assessment Year 2002-03 and subsequent Assessment Years. 

II. In respect of amendment, which was brought by the Finance (No. 2) Act, 2009, the explanatory
memorandum clearly mentioned the legislative intent of the amended provision to be applicable to all
proceedings pending as on 01.10.2009 before the Transfer Pricing Officer. However, subsequent decisions of
certain judicial authorities have created doubts about applicability of this proviso to proceedings pending as on
01.10.2009. There is need to clarify the legislative intent of making the proviso applicable for all assessment
proceedings pending as on 01.10.2009 instead of it being attracted only in respect of proceeding for assessment
year 2010-11 and subsequent assessment years.
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It is, therefore, proposed to amend the Income Tax Act to provide clarity that second proviso to section 92C
shall also be applicable to all proceedings which were pending as on 01.10.2009. [The date of coming in force of
second proviso inserted by Finance (No.2) Act, 2009].

The amendments will take effect retrospectively from 1st October, 2009. [Clause 36]

Filing of return of income, definition of international transaction, tolerance band for ALP, penalties and
reassessment in transfer pricing cases

I. Section 139 of the Act provides for due date of filing return of income in case of various categories of
persons. In addition to filing of return of income, the assesses who have undertaken international transactions are
also required to prepare and file a Transfer Pricing report in Form 3CEB, as per Section 92E of the Act, before the
due date of filing of return of income. Vide the Finance Act, 2011 the due date for filing of return of income in case
of corporate assesses who were required to obtain and file Transfer Pricing report (required under section 92E of
the Act), was extended to 30th November of the assessment year. 

It has been noted that assesses other than companies are also faced with similar constraints of absence of
sufficient contemporary  data in public domain by 30th September which is currently the due date of filing of
return of income and Transfer Pricing report in their cases. 

Therefore, there is a need to extend the due date for filing of return of income in case of non-corporate
taxpayers, who have undertaken international transactions and are required to obtain and file Transfer Pricing
report as per Section 92E of the Act. The due date of filing of return of income in case of non-corporate assesses be
extended to 30th November of the assessment year. 

It is proposed to amend Section 139 of the Act, to provide that in case of all assesses who are required to obtain
and file Transfer Pricing report as per Section 92E of the Act, the due date would be 30th November of the
assessment year. 

This amendment will take effect retrospectively from 1st April, 2012 and will, accordingly, apply in relation to
the assessment year 2012-13 and subsequent assessment years. 

II. Section 92B of the Act, provides an exclusive definition of International Transaction. Although, the
definition is worded broadly, the current definition of International Transaction leaves scope for its
misinterpretation. 

The definition by its concise nature does not mention all the nature and details of transactions, taking benefit
of which large number of International Transactions are not being reported by taxpayers in transfer pricing audit
report. In the definition, the term “intangible property” is included. Still, due to lack of clarity in respect of scope
of intangible property, the taxpayer have not reported several such transactions.  

Certain judicial authorities have taken a view that in cases of transactions of business restructuring etc. where
even if there is an international transaction Transfer Pricing provisions would not be applicable if it does not have
bearing on profits or loss of current year or impact on profit and loss account is not determinable under normal
computation provisions other than transfer pricing regulations. The present scheme of Transfer pricing
provisions does not require that international transaction should have bearing on profits or income of current
year.

Therefore, there is a need to amend the definition of international transaction in order to clarify the true
scope of the meaning of the term. “international transaction” and to clarify the term “intangible property” used
in the definition.

It is, therefore, proposed to amend section 92B of the Act, to provide for the explanation to clarify meaning of
international transaction and to clarify the term intangible property used in the definition of international
transaction and to clarify that the ‘international transaction’ shall include a transaction of business restructuring
or reorganisation,  entered into by an enterprise with an associated  enterprise, irrespective of the fact that it has
bearing on the profit, income, losses or assets or such enterprises at the time of the transaction or at any future
date.

This amendment will take effect retrospectively from 1st April, 2002 and will, accordingly, apply in relation to
the assessment year 2002-03 and subsequent assessment years. 

III. Section 92C provides methods for determination of Arm’s Length Price (ALP). Sub section (1) of the said
section prescribes the methods of computation of Arm’s Length Price. Sub section (2) of the said sub section
provides that if the appropriate method results in more than one price then the arithmetic mean of these prices
would be the ALP.  The proviso to sub section (2) of section 92C which was amended by Finance Act, 2011 provides
that the Central Government may notify a percentage and if variation between the ALP so determined and the
transaction price is within the notified percentage (of transaction price), no adjustment shall be made to the
transaction price. 

There is a need to put an upper ceiling on such tolerance range, which is to be notified, in the legislation.
It is, therefore, proposed to amend Section 92C (2) of the Act, so as to provide an upper ceiling of 3% in respect

of power of Central Government to notify the tolerance range for determination of arms length price. 
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment

year  2013-14 and subsequent assessment years. 
IV. Section 271BA of the Income Tax Act provides a penalty of Rs. 1 lakh in cases where any person fails to

furnish a report from an accountant as required by Section 92E. 
Section 271AA provides penalty for failure to keep and maintain information and document in respect of

International Transaction.
Section 271G provides penalty for failure to furnish information or document under Section 92D which

requires maintenance of certain information and documents in the prescribed proforma by persons entering into
an International Transaction.  

The above scheme of penalty provisions allows for misuse of provisions due to lack of effective deterrent. In
order to suppress information about international transactions, some taxpayers may not furnish the report or get
the Transfer Pricing audit done. The meager penalty of Rs.1 lakh as compared to the quantum of international
transactions is not an effective deterrent. There is presently no penalty for non-reporting of an international
transaction in report filed under section 92E or maintenance or furnishing of incorrect information or
documents. Therefore, there is need to provide effective deterrent based on transaction value to enforce
compliance with Transfer Pricing regulations.

It is, therefore, proposed to amend Section 271AA to provide levy of a penalty at the rate of 2% of the value of
the international transaction, if the taxpayer.-

(i) fails to maintain prescribed documents or information or;
(ii) fails to report any international transaction which is required to be reported, or;
(iii) maintains or furnishes any incorrect information or documents. 
This penalty would be in addition to penalties in section 271BA and 271G.
This amendment will take effect from 1st July, 2012.
V. Section 147 of the Act, provides for reopening of the cases of the previous years, if any income

chargeable to tax has escaped assessment. Explanation to this section provides certain circumstances where it
will be deemed that income has escaped assessments.

Under the Act, income from an international transactions has to be computed in accordance with arm’s
length principle and transfer pricing provisions apply to such  transactions. Therefore, in each and every case of
international transaction, the income arising from such transaction has to be tested against the benchmark of
arm’s length price. In certain transactions, transaction value is at arm’s length price and no adjustment takes
place whereas in others it may lead to adjustments. If an international transaction is not reported by the assessee,
such transaction never gets benchmarked against arm’s length principle. It is, therefore, imperative that non-
reporting of international transactions should lead to a presumption of escapement of income.

It is, therefore, proposed to amend Section 147 of the Act, to provide that in all cases where it is found that an
international transaction has not been reported either by non-filing of report or otherwise by not including such
transaction in the report mentioned in section 92E then such non-reporting would be considered as a case of
deemed escapement of income and such a case can be reopened under section 147 of the Act. 

This amendment will take effect from 1st July, 2012. [Clauses 34, 36, 56, 61, 93]

Appeal against the directions of the Dispute Resolution Panel (DRP)
The institution of Dispute Resolution Panel (DRP) was created by Finance Act, 2009 with a view to bring about
speedy resolution of disputes in the case of international transactions particularly involving Transfer Pricing
issues.  

Under the provisions of sub-section (8) of section 144C, the DRP has the power to confirm, reduce or enhance
the variations proposed in the draft order.    The Income Tax Department does not have the right to appeal against
the directions given by the DRP.  The taxpayer has been given a right to appeal directly to the Income Tax
Appellate Tribunal (ITAT) against the order passed by the Assessing Officer in pursuance of the directions of the
DRP. 

As the directions given by the DRP are binding on the Assessing Officer, it is accordingly proposed to provide
that the Assessing Officer may also file an appeal before the ITAT against an order passed in pursuance of
directions of the DRP.

It is therefore proposed to amend the provisions of section 253 and section 254 of the Income-tax Act to
provide for filing of appeal by the Assessing Officer against an order passed in pursuance of directions of the DRP
in respect of an objection filed on or after 1st July, 2012.

These amendments will take effect from the 1st day of July, 2012.  [Clauses 90, 91]

Power of the DRP to enhance variations
Dispute Resolution Panel (DRP) had been constituted with a view to expeditiously resolve the cases involving
transfer pricing issues in the case of any person having international transactions or in case of a foreign company.
It has been provided under sub-section (8) of section 144C that DRP may confirm, reduce or enhance the
variations proposed in the draft order of the Assessing Officer.  

In a recent judgement, it was held that the power of DRP is restricted only to the issues raised in the draft
assessment order and therefore it cannot enhance the variation proposed in the order as a result of any new issue
which comes to the notice of the panel during the course of proceedings before it.  

This is not in accordance with the legislative intent.  
It is accordingly proposed to insert an Explanation in the provisions of section 144C to clarify that the power

of the DRP to enhance the variation shall include and shall always be deemed to have included the power to
consider any matter arising out of the assessment proceedings relating to the draft assessment order.  This power
to consider any issue would be irrespective of the fact whether such matter was raised by the eligible assessee or
not.  

This amendment will be effective retrospectively from the 1st day of April, 2009 and will accordingly apply to
assessment year 2009-10 and subsequent assessment years. [Clause 60]

Completion of assessment in search cases referred to DRP
Under the provisions of section 144C of the Income-tax Act where an eligible assessee files an objection against
the draft assessment order before the Dispute Resolution Panel (DRP), then, the time limit for completion of
assessments are as provided in section 144C notwithstanding anything in section 153. A similar provision is
proposed to be made where assessments are framed as a result of search and seizure to provide that for such
assessments, time limit specified in section 144C will apply, notwithstanding anything in section 153B. 

It is also proposed to provide for exclusion of such orders passed by the Assessing Officer in pursuance of the
directions of the DRP, from the appellate jurisdiction of the Commissioner (Appeals) and to provide for filing of
appeals directly to ITAT against such orders.   Accordingly, consequential amendments are proposed to be made
in the provisions of section 246A and 253 of the Income-tax Act. 

These amendments in the provisions of the Income-tax Act will take effect retrospectively from the 1st day of 
October, 2009. [Clauses 60, 89, 90]

H.  GENERAL ANTI-AVOIDANCE RULE (GAAR)
The question of substance over form has consistently arisen in the implementation of taxation laws. In the Indian
context, judicial decisions have varied. While some courts in certain circumstances had held that legal form of
transactions can be dispensed with and the real substance of transaction can be considered while applying the
taxation laws, others have held that the form is to be given sanctity. The existence of anti-avoidance principles are
based on various judicial pronouncements. There are some specific anti-avoidance provisions but general anti-
avoidance has been dealt only through judicial decisions in specific cases. 

In an environment of moderate rates of tax,  it is necessary that the correct tax base be subject to tax in the face
of aggressive tax planning and use of opaque low tax jurisdictions for residence as well as for sourcing capital.
Most countries have codified the “substance over form” doctrine in the form of General Anti Avoidance Rule
(GAAR).

In the above background and keeping in view the aggressive tax planning with the use of sophisticated
structures, there is a need for statutory provisions so as to codify  the doctrine of “substance over form” where the
real intention of the parties and effect of transactions and purpose of an arrangement is taken into account for
determining the tax consequences, irrespective of the legal structure that has been superimposed to camouflage
the real intent and purpose. Internationally several countries have introduced, and are administering statutory
General Anti Avoidance Provisions. It is, therefore, important that Indian taxation law also incorporate a statutory
General Anti Avoidance Provisions to deal with aggressive tax planning. The basic criticism of statutory GAAR
which is raised worldwide is that it provides a wide discretion and authority to the tax administration which at
times is prone to be misused. This vital aspect, therefore, needs to be kept in mind while formulating any GAAR
regime.

It is accordingly proposed to provide General Anti Avoidance Rule in the Income Tax Act to deal with
aggressive tax planning. A. The main feature of such a regime are

(i) An arrangement whose main purpose or one of the main purposes is to obtain a tax benefit and which
also satisfies at least one of the four tests, can be declared as an “impermissible avoidance arrangements”.

(ii) The four tests referred to in (i) are–
(a) The arrangement creates rights and obligations, which are not normally created between parties

dealing at arm’s length.
(b) It results in misuse or abuse of provisions of tax laws.
(c) It lacks commercial substance or is deemed to lack commercial substance.
(d) Is carried out in a manner, which is normally not employed for bonafide purpose.

(iii) It shall be presumed that obtaining of tax benefit is the main purpose of an arrangement unless
otherwise proved by the taxpayer.  

(iv) An arrangement will be deemed to lack commercial substance if  – 
(a)  the  substance or effect of the arrangement as a whole, is inconsistent with, or differs significantly

from, the form of its individual steps or a part; or 
(b)  it involves or includes -

(i) round  trip  financing;
(ii) an  accommodating party ;
(iii) elements that have effect of offsetting or cancelling each other; or
(iv) a transaction which is conducted through one or more persons and   disguises the

value,  location, source, ownership or control of fund which is subject matter of such transaction; or
(c) it involves the location of an asset or of a transaction or of the place of residence of any party which

would not have been so located for any substantial commercial purpose other than obtaining tax benefit  for a
party.

(v) It is also provided that certain circumstances like period of existence of arrangement, taxes arising from
arrangement, exit route, shall not be taken into account while determining ‘lack of commercial substance’ test for
an arrangement.

(vi) Once the arrangement is held to be an impermissible avoidance arrangement then the consequences of
the arrangement in relation to tax or benefit under a tax treaty can be determined by keeping in view the
circumstances of the case, however, some of the illustrative steps are:-

(a) disregarding or  combining any step of the   arrangement.
(b) ignoring the arrangement for the purpose of taxation law.
(c) disregarding or combining any party to the arrangement.
(d) reallocating expenses and income between the parties to the arrangement.
(e) relocating place of residence of a party, or location of a transaction or situs of an asset to a place other

than provided in the arrangement. 
(f) considering or looking through the arrangement by disregarding any corporate structure.
(g) re-characterizing equity into debt, capital into revenue etc.

(vii) These provisions can be used in addition to or in conjunction with other anti avoidance provisions or
provisions for determination of tax liability, which are provided in the taxation law. 

(viii) For effective application in cross border transaction and to prevent treaty abuse a limited treaty override
is also provided. 

B. The procedure for invoking GAAR is proposed as under:-
(i) It is proposed that the Assessing Officer shall make a reference to the Commissioner for invoking GAAR

and on receipt of reference the Commissioner shall hear the taxpayer and if he is not satisfied by the reply of
taxpayer and is of the opinion that GAAR provisions are to be invoked, he shall refer the matter to an Approving
Panel. In case the assessee does not object or reply, the Commissioner shall make determination as to whether the
arrangement is an impermissible avoidance arrangement or not.

(ii) The Approving Panel has to dispose of the reference within a period of six months from the end of the
month in which the reference was received  from the Commissioner 

(iii) The Approving Panel shall either declare an arrangement to be impermissible or declare it not to be so
after examining material and getting further inquiry to be made.

(iv) The Assessing Officer (AO) will determine consequences of such a positive declaration of arrangement
as impermissible avoidance arrangement.

(v) The final order in case any consequence of GAAR is determined shall be passed by AO only after
approval by Commissioner and, thereafter, first appeal against such order shall lie to the Appellate Tribunal.

(vi) The period taken by the proceedings before Commissioner and Approving Panel shall be excluded from
time limitation for completion of assessment. 

(vii) The Approving Panel shall be set up by the Board and would comprise of officers of rank of
Commissioner and above. The panel will have a minimum of three members. The procedure and working of Panel
shall be administered through subordinate legislation.

In addition to the above, it is provided that the Board shall prescribe a scheme for regulating the condition
and manner of application of these provisions. 

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. [Clauses 31, 32, 40, 59, 60, 63, 65, 89, 90]

I.  OTHER AMENDMENTS
Extension of time for completion of assessments and reassessments
The existing provisions of section 153 and 153B, inter alia, provides the time limit for completion of assessment
and reassessment of income by the Assessing Officer.  Time limits have been provided for completion of
assessment or reassessment under section 143(3), 147, 153A, 153C, etc.  Further, these time limits get extended if a
reference is made under section 92CA to the Transfer Pricing Officer during the course of
assessment/reassessment proceedings.  These time limits are either from the end of the financial year in which
the notice for initiation of the proceedings was served or from the end of the assessment year to which the
proceedings relate.  

It is proposed to amend the aforesaid sections, i.e., 153 and 153B so as to provide that the time limits for
completion of assessments and reassessments shall respectively be increased by three months.

The existing period and the new extended period for completion of pending proceedings and subsequent
proceedings under these provisions is given below: 

Limitation of time
Proceedings under section Current time allowed Proposed Period
143 21 months from the end of the A.Y. 24 months
143 and 92CA 33 months from the end of the A.Y. 36 months
148 9 months from the end of the F.Y. in which notice issued 12 months
148 and 92CA 21 months from the end of the F.Y. in which notice issued 24 months
250 or 254 or 263 9 months from the end of the F.Y. in which order received 12 months
250 or 254 or 263, and 92CA 21 months from the end of the F.Y. in which order received 24 months
Consequential amendments have been made in the provisions of section 17A of the Wealth-tax Act for

increasing the time limit by three months for completion of assessment/reassessment proceedings.    
These amendments will take effect from 1st July, 2012. [Clauses 63, 65, 111]

Assessment of charitable organization in case commercial receipts exceed the specified threshold
Sections 11 and 12 of the Act exempt income of any charitable trust or institution, if such income is applied for
charitable purposes in India and such institution is registered under section 12AA of the Act. Section 10(23C) of
Income Tax Act also provides exemption in respect of approved charitable funds or institutions. 

Section 2(15) of the Act provides definition of charitable purpose. It includes “advancement of any other
object of general public utility” as charitable purpose provided that it does not involve carrying on of any activity
in the nature of trade, commerce or business. 

The 2nd proviso to said section provides that in case where the activity of any  trust or institution is of the
nature of advancement of any other object of general public utility, and it involves carrying on of any activity in
the nature of trade, commerce or business; but the aggregate value of receipts from the commercial activities does
not exceed Rs. 25,00,000/- in the previous year, then the purpose of such institution shall be considered as
charitable, and accordingly, the benefits of exemption shall be available to it.

Thus, a charitable trust or institution pursuing advancement of object of general public utility may be a
charitable trust in one year and not a charitable trust in another year depending on the aggregate value of receipts
from commercial activities.

There is, therefore, need to expressly provide in law that no exemption would be available for a previous year,
to a trust or institution to which first proviso of sub-section 2(15) become applicable for that particular previous
year.

However, this temporary excess in one year may not be treated as altering the very nature of the trust or
institution so as to lead to cancellation of registration or withdrawal of approval or rescinding of notification
issued in respect of trust or institution.

Therefore, there is need to ensure that if the purpose of a trust or institution does not remain charitable due
to application of first proviso on account of commercial receipt threshold provided in second proviso in a
previous year. Then, such trust or institution would not be entitled to get benefit of exemption in respect of its
income for that previous year for which such proviso is applicable. Such denial of exemption shall be mandatory
by operation of law and would not be dependent on any withdrawal of approval or cancellation of registration or
a notification being rescinded.

It is, therefore, proposed to amend section 10(23C), section 13 and section 143 of the Act to ensure that such
organization does not get benefit of tax exemption in the year in which it’s receipts from commercial activities
exceed the threshold whether or not the registration or approval granted or notification issued is cancelled,
withdrawn or rescinded. 

This amendment will take effect retrospectively from 1st April, 2009 and will, accordingly, apply in relation to
the assessment year 2009-10 and subsequent assessment years. [Clauses 5, 6, 58]

Due date of furnishing audit report in case of international transactions
As per the existing provisions of the Income-tax Act, the report of audit under section 44AB is required to be
furnished by 

30th September of the assessment year.  Section 139 was amended vide Finance Act 2011 to extend the due
date of furnishing of return by the corporate assessees, who have undertaken international transactions, from
30th September to 30th November of the assessment year.  

In order to align the due date for furnishing tax audit report under section 44AB of the Act and due date
specified for furnishing of return under section 139 of the Act, it is proposed to provide that the due date for
furnishing tax audit report under section 44AB would be the same as due date specified for furnishing of return
under section 139. 

This amendment will take effect retrospectively from 1st April, 2012 and will, accordingly, apply in relation to
the assessment year 2012-13 and subsequent assessment years. [Clause 13]

Presumptive taxation not to apply to professions etc.
Finance (No.2) Act, 2009 substituted Section 44AD in the Income-tax Act to provide for a presumptive income
scheme for small businesses with effect from 1st April, 2011. Under this scheme a sum equal to 8% of the total
turnover or gross receipts is deemed to be the profits and gains from business. This presumptive scheme is
applicable only to a person carrying on any business, except business of plying, hiring or leasing goods carriage,
having turnover or gross receipt of less than 60 lakh rupees. 

It is proposed to amend section 44AD to clarify that this presumptive scheme is not applicable to (i) a person
carrying on profession as referred to in sub-section (1) of section 44AA;  (ii)  persons earning income in the nature
of commission or brokerage income; or (iii) a or a person carrying on any agency business.

This amendment will take effect retrospectively from 1st April, 2011 and will, accordingly, apply in relation to
the assessment year 2011-12 and subsequent assessment years. [Clause 14]

Minimum Alternate Tax (MAT)
I. Under the existing provisions of section 115JB of the Act, a company is liable to pay MAT of eighteen and one
half per cent of its book profit in case tax on its total income computed under the provisions of the Act is less than
the MAT liability.  Book profit for this purpose is computed by making certain adjustments to the profit disclosed
in the profit and loss account prepared by the company in accordance with the   Schedule VI of the Companies
Act, 1956.

As per section 115JB, every company is required to prepare its accounts as per Schedule VI of the Companies
Act, 1956.  However, as per the provisions of the Companies Act, 1956, certain companies, e.g. insurance, banking
or electricity company, are allowed to prepare their profit and loss account in accordance with the provisions
specified in their regulatory Acts. In order to align the provisions of Income-tax Act with the Companies Act, 1956,
it is proposed to amend section 115JB to provide that the companies which are not required under section 211 of
the Companies Act to prepare their profit and loss account in accordance with the Schedule VI of the Companies
Act, 1956, profit and loss account prepared in accordance with the provisions of their regulatory Acts shall be
taken as a basis for computing the book profit under section 115JB.

II. It is noted that in certain cases, the amount standing in the revaluation reserve is taken directly to
general reserve on disposal of a revalued asset.  Thus, the gains attributable to revaluation of the asset is not
subject to MAT liability.

It is, therefore, proposed to amend section 115JB to provide that the book profit for the purpose of section
115JB shall be increased by the amount standing in the revaluation reserve relating to the revalued asset which
has been retired or disposed, if the same is not credited to the profit and loss account.

III. It is also proposed to omit the reference of Part III of the Schedule VI of the Companies Act, 1956 from
section 115JB in view of omission of Part III in the revised Schedule VI under the Companies Act, 1956.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. [Clause 46]

Liability to pay advance tax in case of non-deduction of tax
Under the existing provisions of section 209 of the Income-tax Act, the amount of advance tax payable is
computed by reducing the amount of income-tax which would be deductible or collectible during the financial
year from income-tax on estimated income.  Therefore, in cases where the assessee receives or pays any amount
(on which the tax was deductible or collectible) without deduction or collection of tax, it has been held by Courts
that he is not liable to pay advance tax to the extent the tax is deductible or collectible from such amount. 

In order to make an assessee liable for payment of advance tax in respect of income which has been received
or paid without deduction or collection of tax, it is proposed to amend the aforesaid section to provide that where
a person has received any income without deduction or collection of tax, he shall be liable to pay advance tax in
respect of such income.

This amendment will take effect from the 1st April, 2012 and would, accordingly, apply in relation to advance
tax payable for the financial year 2012-13 and subsequent financial years. [Clause 81]

Exemption from Wealth Tax - Reserve Bank of India 
Under the existing provisions of the Wealth-tax Act, wealth-tax is levied on individual, HUF and company.  The
definition of “Company” under the Act includes a corporation established by or under the Central, State or
Provincial Act.  Therefore, the Reserve Bank of India (RBI), being a corporation established under the Central Act,
would be deemed as company for the purpose of levy of wealth-tax and shall be liable to pay wealth-tax.  However,
there is no provision for exempting RBI from the levy of wealth-tax either in the Wealth-tax Act or in Reserve Bank
of India Act, 1934.

In order to provide that the RBI is not liable to pay wealth-tax, it is proposed to amend section 45 of the Act to
provide that wealth-tax shall not be levied on the net wealth of RBI. 

This amendment will take effect retrospectively from 1st April, 1957 and will, accordingly, apply in relation to
the assessment year 1957-58 and subsequent assessment years. [Clause 112]

Definition of Commissioner to include Director
Section 116 of the Income-tax Act lists various Income Tax Authorities.  At clause (c) of this section, Directors of
Income-tax or Commissioner of Income-tax or Commissioners of Income-tax (Appeals) have been listed as one
Income Tax Authority.  Under section 117(1) of the Act, the Central Government appoints such persons as Income
Tax Authorities.  The post of Commissioner under section 117 and the post of a Director of Income-tax is inter-
changeable.  

It is therefore proposed to amend the provisions of section 2 to include a Director of Income-tax appointed
under sub-section (1) of section 117 within the definition of a Commissioner.  

This amendment will take effect retrospectively from the 1st day of April, 1988 and will accordingly apply to
assessment year 1988-89 and subsequent assessment years. [Clause 3]

Cost of acquisition in case of certain transfers
Where transfer of an asset from one person to another is not regarded as a transfer under section 47, then, for the
purpose of computation of capital gains, the cost of the asset in the hands of the successor under section 49 is
taken as that of the predecessor. Certain transactions like transfer of assets by a sole proprietorship or a firm to a
company on conversion are not regarded as transfer under the provisions of section 47(xiv) and section 47(xiii).
While computing capital gains on subsequent sale of such assets by the company, there is no reference in the
provisions of section 49 with regard to the cost to be taken for such assets.

Accordingly, it is proposed to amend the provisions of section 49 of the Income-tax Act to provide that in case
of conversion of sole proprietorship or firm into a company which is not regarded as a transfer, the cost of
acquisition of asset in the hands of the company would be the same as that in the hand of the sole proprietary
concern or the firm, as the case may be.

This amendment will take effect retrospectively from 1st day of April, 1999 and will accordingly apply to
assessment year 1999-2000 and subsequent assessment years. [Clause 16]

Capital gains tax from sale of agricultural land by a Hindu undivided family (HUF)
Capital gains on transfer of land which, in the two years preceding the year in which it has been sold, has been
used for agricultural purposes by assessee or his parent, is exempt if the whole of capital gains has been reinvested
in the purchase of agricultural land in the next two years.  It is now proposed that this benefit be also granted to a
HUF.

Accordingly, it is proposed to amend the provisions of section 54B of the IT Act to provide that the rollover
relief is available if the land is used for agricultural purposes by an individual or his parent, or by a HUF.

This amendment will take effect from 1st day of April, 2013 and will accordingly apply to assessment year
2013-14 and subsequent assessment years. [Clause 18]

Reference to a Valuation Officer
Under the provisions of section 55A, where in the opinion of the Assessing Officer value of asset as claimed by the
assessee is less than its market value, he may refer the valuation of a capital asset to a Valuation Officer.  Under
section 55 in a case where the capital asset became the property of the assessee before 1st April, 1981, the assessee
has the option of substituting the fair market value of the asset as on 1st April, 1981 as the cost of the asset. In such
a case the adoption of a higher value for the cost of the asset as the fair market value  as on 1st April, 1981, would
lead to a lower amount of capital gains being offered for tax.  

Accordingly, it is proposed to amend the provisions of section 55A of the Income-tax Act to enable the
Assessing Officer to make a reference to the Valuation Officer where in his opinion the value declared by the
assessee is at variance from the fair market value.  Therefore, in case where the Assessing Officer is of the opinion
that the value taken by the assessee as on 1.4.1981 is higher than the fair market value of the asset as on that date,
the Assessing Officer would be enabled to make a reference to the Valuation Officer for determining the fair
market value of the property.

This amendment will take effect from 1st day of July, 2012. [Clause 20]

Rate of tax for short term capital gain under section 111A
Under the provisions of section 111A tax on short-term capital gains, in the case of equity shares in a company or
units of an equity oriented fund on which Securities Transaction Tax (STT) has been paid, is levied at the rate of
15%.  This rate was increased from 10% to 15% vide Finance Act, 2008 with effect from 1.4.2009.  However, in the
proviso to this section while providing relief, the rate of short-term capital gains tax is still referred to as 10% which
needs to be corrected to 15%.  

It is accordingly proposed to amend the provisions of proviso to section 111A of the Income-tax Act. 
This amendment will take effect retrospectively from the 1st day of April, 2009 and will accordingly apply to

assessment year 2009-10 and subsequent assessment years. [Clause 41]

Capital gains in cases of amalgamation and demerger
(i) Under the provisions of section 47(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 amalgamating company is not regarded as a transfer if, 

(a) any transfer is made in consideration of the allotment to him of any share or shares in the amalgamated
company, and

(b) the amalgamated company is an Indian company.
In a case where a subsidiary company amalgamates into the holding company, it is not possible to satisfy one

of the conditions at (a) above, i.e. that the amalgamated company (the holding company) issues shares to the
shareholders of the amalgamating company (subsidiary company), since the holding company is itself the
shareholder of the subsidiary company and cannot issue shares to itself.  Therefore, it is proposed to amend the
provisions of section 47(vii) so as to exclude the requirement of issue of shares to the shareholder where such
shareholder itself is the amalgamated company. However, the amalgamated company will continue to be
required to issue shares to the other shareholders of the amalgamating company.    

This amendment will take effect from 1st day of April, 2013 and will accordingly apply to assessment year
2013-14 and subsequent assessment years. [Clause 15]

(ii) Similarly, in the case of a demerger, there is a requirement under section 2(19AA)(iv) that the resulting
company has to issue its shares to the shareholders of the demerged company on a proportionate basis.  However,
it is not possible to satisfy this condition where the demerged company is a subsidiary company and the resulting
company is the holding company.  

Therefore, it is proposed to amend the provisions of section 2(19AA) so as to exclude the requirement of issue
of shares where resulting company itself is a shareholder of the demerged company.  The requirement of issuing
shares would still have to be met by the resulting company in case of other shareholders of the demerged
company.

This amendment will take effect from 1st day of April, 2013 and will accordingly apply to assessment year
2013-14 and subsequent assessment years. [Clause 3]

Fair Market Value to be full value of consideration in certain cases
Capital gains are calculated on transfer of a capital asset, as sale consideration minus cost of acquisition. In some
recent rulings, it has been held that where the consideration in respect of transfer of an asset is not determinable
under the existing provisions of the Income-tax Act, then, as the machinery provision fails, the gains arising from
the transfer of such assets is not taxable.

It is, therefore, proposed that where in the case of a transfer, consideration for the transfer of a capital asset(s)
is not attributable or determinable then for purpose of computing income chargeable to tax as gains, the fair
market value of the asset shall be taken to be the full market value of consideration.  

Accordingly, it is proposed to insert a new provision (section 50D) in the Income-tax Act to provide that fair
market value of the asset shall be deemed to be the full value of consideration if actual consideration is not
attributable or determinable.

This amendment will take effect from 1st day of April, 2013 and will accordingly apply to assessment year
2013-14 and subsequent assessment years. [Clause 17]

Exemption of any sum or property received by an HUF from its members
Under the existing provisions of clause (vii) of sub-section (2) of section 56 any sum or property received by an
individual or HUF for inadequate consideration or without consideration is deemed as income and is taxed under
the head “Income from other sources”.  However, in the case of an individual, receipts from relatives are excluded
from the purview of this section and are therefore treated as not taxable. The definition of relative as given in this
sub-clause is only in relation to an individual and not in relation to a HUF.    

It is therefore proposed to amend the provisions of section 56 so as to provide that any sum or property
received without consideration or inadequate consideration by an HUF from its members would also be excluded
from taxation. 

This amendment will take effect retrospectively from the 1st day of October, 2009. [Clause 21]

Processing of return of income where scrutiny notice issued
Under the existing provisions, every return of income is to be processed under sub-section (1) of section 143 and
refund, if any, due is to be issued to the taxpayer.  Some returns of income are also selected for scrutiny which may
lead to raising a demand for taxes although refunds may have been issued earlier at the time of processing.  

It is therefore proposed to amend the provisions of the Income-tax Act to provide that processing of return
will not be necessary in a case where notice under sub–section (2) of section 143 has already been issued for
scrutiny of the return.  

This amendment will take effect from the 1st day of July, 2012. [Clause 58]

Notification of a class of search cases where compulsory reopening of past six years not required
Under the existing provisions of section 153A of the Income-tax Act, it is mandatory to issue a notice for filing of
tax returns for 6 assessment years immediately proceeding the assessment year relevant to the previous year in
which search is conducted under section 132 or requisition is made under section 132A. 

It is proposed that the provisions of section 153A and 153C may be amended so as to empower the Central
Government to notify cases or class of cases in which the Assessing Officer shall not issue notice for initiation of
proceedings for preceding 6 assessment years.  However, action for completion of assessment proceedings for the
assessment year relevant to the previous year in such class of cases in which search or requisition has been made
would be taken. This would result in initiating assessment proceedings only for the assessment year relevant to
the previous year in which search or requisition has been made.  

Consequential amendments are also proposed to be made to the provisions of section 296 of the Act. 
These amendments will take effect from the 1st day of July, 2012. [Clauses 64, 66, 108]

Charging of interest on recovery of refund granted earlier
Under the existing provisions of section 234D of the Income-tax Act (inserted with effect from 1.6.2003, vide
Finance Act, 2003), where any refund has been granted to the assessee under sub-section (1) of section 143 and
subsequently on regular assessment, no refund or lesser amount of refund is found due to the assessee, then, the
assessee shall be liable to pay simple interest at the rate of one-half per cent on the excess amount so refunded for
the period starting from the date of refund to the date of such regular assessment.  

In a recent decision of the Court, it has been held that the provisions of section 234D inserted with effect from
1.6.2003 would be applicable from the assessment year 2004-05 only and accordingly no interest could be
charged for earlier assessment years even though the regular assessments for such years were framed after 1st
June, 2003 or refund was granted for those years after the said date. 

This is not in conformity with the legislative intent of the provision.
It is, therefore, proposed to clarify that the provisions of section 234D would be applicable to any proceeding

which is completed on or after 1st June, 2003, irrespective of the assessment year to which it pertains. 
This amendment will take effect retrospectively from the 1st day of June, 2003. [Clause 85]

Related person for the purpose of making an application before Settlement Commission
Currently, an application can be filed before the Settlement Commission under the provisions of section 245C of
the Income-tax Act 

2.   The definition of related person which is currently being used is “…the substantial interest is found to
exist, where a person holds more than 20% shares or 20% share in profits, at any time during the previous year”.
It is proposed to provide that the substantial interest should exist  as on the “date of the search” in place of “at any
time during the previous year” as the proceedings before the Commission are filed for many previous years. 

It is accordingly proposed to amend the provisions of section 245C of the Income-tax Act so as to provide that
a person shall be deemed to have a substantial interest in a business or profession if such person is a beneficial
owner of not less than 20% of shares or of 20% share in profits on the date of search.

This amendment will take effect from the 1st day of July, 2012. [Clause 87]

Fee for filing of applications before Authority for Advance Rulings (AAR)
Under section 245Q of the Income-tax Act, the prescribed fee for filing an application before the Authority for
Advance Rulings (AAR) is Rs.2500.  This fee was prescribed in 1993, when the provisions for Advance Rulings were
first introduced and there has been no change/review thereafter.  

It is therefore proposed to amend the provisions of section 245Q so as to provide for increase in the fee for
filing an application for advance ruling from Rs.2500 to Rs.10,000 or such fee as may be prescribed, whichever is
higher.

This amendment will take effect from the 1st day of July, 2012 and will accordingly apply to any application
for advance ruling filed on or after the 1st day of July, 2012. [Clause 88]

BUDGET 2012-13 EXPLANATORY MEMORANDUM >

Aviation: “I propose to permit ECB for a period of one year, subject to a total
ceiling of up to $1 billion and fully exempt both, new and retreaded aircraft
tyres, from basic Customs and excise duty” —FM’s Budget Speech, March 16, 2012



Authorisation or requisition and subsequent assessment in search cases
Under the existing provisions of section 132 and section 132A, an authorisation can be issued or a requisition can
be made, as the case may be, where the Director General or the Director in consequence of information in his
possession has reason to believe that any person is in possession of any money, bullion, jewellery or other
valuable article or thing (hereafter referred to as undisclosed income or property), then, he may authorise any
Additional Director or Deputy Director, etc. to enter and search any building, place, vehicle, etc. and seize any
such books of accounts, other documents, undisclosed property, etc. 

Where a search is initiated under section 132 or requisition is made under section 132A, assessment is to be
completed under the provisions of section 153A or section 153C (and if search was prior to 31st May, 2003 under
Chapter XIV-B of the Act) or section 143(3), etc.   

In a recent Court decision, it has been held that in search cases arising on the basis of warrant of authorisation
under section 132 of the Act, warrant of authorisation must be issued individually and if it is not issued
individually, assessment cannot be made in an individual capacity.  It was also held that if the authorization was
issued jointly, the assessment will have to be made collectively in the name of all the persons in the status of
association of persons/body of individuals.  

This decision is not in accordance with the legislative intent. 
It is accordingly proposed to insert a new section 292CC in the Income-tax Act to provide that –
(i) it shall not be necessary to issue an authorisation under section 132 or make a requisition under section

132A separately in the name of each person;
(ii) where an authorisation under section 132 has been issued or a requisition under section 132A has been

made mentioning therein the name of more than one person, the mention of such names of more than one person
on such authorisation or requisition shall not be deemed to construe that it was issued in the name of an
association of persons or body of individuals consisting of such persons; 

(iii) notwithstanding that an authorisation under section 132 has been issued or requisition under section
132A has been made mentioning therein the name of more than one person, the assessment or reassessment shall
be made separately in the name of each of the persons mentioned in such authorisation or requisition.

These amendments will take effect retrospectively from the 1st day of April, 1976 and will accordingly apply
to assessment year 1976-77 and subsequent assessment years. [Clause 107]

Prohibition of cash donations in excess of ten thousand rupees 
Section 80G of the Income-tax Act provides for a deduction in respect of donations to certain funds, charitable
institutions, etc. subject to specified conditions. The deduction is allowed in respect of any donation being a sum
of money. Similarly, section 80GGA of the Income-tax Act provides for a deduction in respect of certain donations
for scientific research or rural development made to research associations, universities, colleges or other
associations/institutions, subject to specified conditions.

Currently, there is no provision in either of the aforesaid sections specifying the mode of payment of money.
Therefore, it is proposed to amend sections 80G and 80GGA so as specify therein that any payment exceeding a
sum of ten thousand rupees shall only be allowed as a deduction if such sum is paid by any mode other than cash.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-14 and subsequent assessment years. [Clauses 27, 28]

Eligibility conditions for exempt life insurance policies
Under the existing provisions contained in section 10(10D) of the Income-tax Act, any sum received under a life
insurance policy, including the sum allocated by way of bonus on such policy, is exempt. For this purpose, it is
necessary that the premium payable for any of the years shall not exceed 20% of the actual capital sum assured.

It is proposed to reduce the threshold of premium payable to 10% of the actual capital sum assured from 20%
of the actual capital sum assured. Accordingly, it is proposed to amend section 10(10D) so as to provide that the
exemption for insurance policies issued on or after 1st April, 2012 would only be available for policies where the
premium payable for any of the years during the term of the policy does not exceed 10% of the actual capital sum
assured.

Further, in order to ensure that the life insurance products are not designed to circumvent the prescribed
limits by varying the capital sum assured from year to year, it is also proposed to provide that the capital sum
assured would be the minimum of the sum assured in any of the years of the policy. Insertion of a new
Explanation 2 has been proposed towards this effect by referring to the new definition of “actual capital sum
assured” under Explanation of section 80C(3A). This Explanation will apply to insurance policies issued on or
after the 1st April, 2012.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-14 and subsequent assessment years. [Clause 5]

Eligibility condition for deduction in respect of life insurance policies
Section 80C of the Income-tax Act provides that in computing the total income of an assessee, being an individual
or an HUF, a deduction of up to one lakh rupees for life insurance premia, contributions to any provident fund,
tuition fees, subscription to any deposit scheme of a public sector company engaged in financing, construction or
purchase of houses in India for residential purposes, fixed term deposits of not less than five years with a
scheduled bank, etc., is allowed.

The existing provisions contained in section 80C(3) provide that the deduction for life insurance premium
shall be allowed for only so much of any premium or other payment made on an insurance policy as is not in
excess of 20% of the actual capital sum assured.

It is proposed to amend the provisions to provide that the deduction for life insurance premium as regards
insurance policies issued on or after 1st April, 2012 shall be allowed for only so much of the premium payable as
does not exceed 10% of the actual capital sum assured.

It is further proposed to insert the definition of “actual capital sum assured” so as to provide that the actual
capital sum assured in relation to a life insurance policy shall be the minimum amount assured under the policy
on happening of the insured event at any time during the term of the policy, not taking into account— (i) the
value of any premiums agreed to be returned, or (ii) any benefit by way of bonus or otherwise over and above the
sum actually assured, which is to be or may be received under the policy by any person. This amendment has
been proposed to ensure that the life insurance products are not designed to circumvent the prescribed limits by
varying the capital sum assured from year to year.  This definition is also referred to in the proposed Explanation
2 in section 10(10D).

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-14 and subsequent assessment years. [Clause 24]

CUSTOMS
Note: (a) “Customs Duty” means the customs duty levied under the Customs Act, 1962.

(b) “CVD” means the Additional Duty of Customs levied under sub-section (1) of section 3 of the
Customs Tariff Act, 1975.     

(c) “SAD” means the Special Additional Duty of Customs levied under sub-section (5) of section 3 of the
Customs Tariff Act, 1975. 

(d) “Export duty” means duty of customs leviable on goods specified in the Second Schedule to the
Customs Tariff Act, 1975. 

(e) Clause nos. in square brackets [   ] indicate the relevant clause of the Finance Bill, 2012. 
Amendments carried out through the Finance Bill, 2012 come into effect on the date of its enactment
unless otherwise specified.

AMENDMENTS IN THE CUSTOMS ACT, 1962:
1) Clause (1) of section 2 is being amended to include air freight stations in the definition of “customs

airport”. [Clause 114]
2) Clause (aa) of Section 7 is being amended to include “air-freight stations”. [Clause 115]

These amendments would empower the Central Board of Excise and Customs to appoint air freight
stations for unloading of import cargo and loading of export cargo as in the case of Inland Container Depots.

3) The provisions of the Customs Act enable recovery of duty not-levied, or short-levied by reason of
collusion, or willful mis-statement or suppression of facts by the importer or the exporter or the agent or
employee of the importer or exporter. Certain cases have been detected relating to utilization of instruments, such
as duty credit scrips, where the instrument was obtained by means of collusion or wilful mis-statement or
suppression of facts by the person to whom the instrument was issued or his agent or employee and not by the
importer who utilized it. A new section 28AAA is being inserted to provide for recovery of duties, from the person
to whom the instrument was issued without prejudice to any action that may be taken against the importer.
[Clause 116]

4) Section 28BA is being amended to make the provisions relating to provisional attachment of property
applicable to the proposed Section 28AAA. [Clause 117]

5) Section 47 is being amended to insert a new proviso therein to provide that the Central Government
may, by notification in the official gazette, specify the class or classes of importers who shall pay customs duty
electronically. [Clause118]

6) Sections 28AA and 28AB of the Customs Act were merged through the provisions of the Finance Act,
2011. Section 75A is being amended to substitute the reference to section 28AB with section 28AA. The
amendment is also being given retrospective effect from 08.04.2011. [Clause119]

7) Section 104 is being amended to provide that notwithstanding anything contained in the Code of
Criminal Procedure, 1973, all offences under the Act (except an offence punishable with term of imprisonment of
three years or more under section 135) shall be non-cognizable and bailable. It also provides that all offences
punishable with a term of imprisonment of three years or more under section 135 shall be cognizable. [Clause 120]

8) Section 104A is being inserted to provide that bail in the case of offences punishable with a term of
imprisonment of three years or more under section 135 shall not be granted by a Court or Magistrate without an
opportunity being given to the Public Prosecutor to present his case. It also provides that in the case of minors,
infirm and women, the Magistrate may grant bail.  It also excludes the jurisdiction of police officers to initiate
investigation of offences under the Customs Act, unless authorized in this behalf by the Central Government by a
special or general order. [ Clause 121]

9) Section 122 is being amended to enhance the monetary limits for adjudication of cases involving
confiscation of goods and imposition of penalty from Rupees two lakh to Rupees five lakh for Deputy/ Assistant
Commissioners and from Rs.10,000 to Rs.50,000 for  Gazetted officer lower in rank to Assistant/ Deputy
Commissioner. [Clause 122]

10) Section 138 deals with summary trial of offences. This section is being amended to exclude offences
punishable with term of imprisonment of three years or more under section 135 since it is being proposed that
such offences shall be cognizable. [Clause 123]

11) Section 153 is being amended to bring ‘courier services’ within its ambit for the purpose of serving any
order/decision/summons/notice by the Commissioner. [Clause 124]

12) Exemption from additional duty is being provided retrospectively to “foreign going vessels” for the
period from 1st March, 2011 to 16th March, 2012. [Clause 125]

AMENDMENTS IN CUSTOMS TARIFF ACT, 1975:
1) Section 8C empowers the Central Government to levy safeguard duty on imports from Peoples’

Republic of China. It is being amended to provide that such duty may continue if the Central Government is of the
opinion that such articles or goods continue to be imported into India so as to cause or threaten to cause market
disruption to domestic industry even though the latter has taken measures to  adjust to such disruption. The
amendment would align the provisions of the section with the Transitional Product Specific Safeguard
Mechanism under Chinese Accession Protocol signed with WTO in 2001. [Clause 126]

2) The First schedule to the Customs Tariff Act is being amended to,—
(i) revise the length of the lowest slab of both filter and non-filter cigarettes of length not exceeding 60

millimetres or exceeding 60 millimetres to length exceeding 65 millimetres or not exceeding 65 millimetres
respectively.

(ii) revise the description of tariff items 2601 11 10 to 2601 11 90 dealing with iron ore and concentrates
based on Fe content.

(iii) insert Note 13 in Chapter 48 to provide that notwithstanding anything contained in Note 12, if the
paper and paper products of heading 4811, 4816 or 4820 are printed with any character, name, logo, motif or
format they shall remain classified under Chapter 48 as long as such products are intended to be used for further
printing. This would prevent classification disputes. 

(iv) align the entries relating to copper scrap, brass scrap, nickel scrap, aluminium scrap, lead scrap and
zinc scrap with the revised ISRI classification.

(v) enhance the rate of basic customs duty on bicycles from 10% to 30% and on parts of bicycles from
10% to 20%. [Clause 127]

3) The Second Schedule to the Customs Tariff Act is being amended to enhance the rate of export duty on
chromium ore from Rs. 3000 per tonne to 30% ad valorem. [Clause 128]
The changes at para 2)(v) and 3) will come into effect immediately owing to a declaration under the
Provisional Collection of Taxes Act, 1931.

CENTRAL EXCISE
AMENDMENTS IN CENTRAL EXCISE ACT, 1944:

1) Section 4 deals with the determination of value of excisable goods chargeable to duty on ad valorem
basis. It is being amended to incorporate the definition of “inter-connected undertakings” contained in
Monopolies and Restrictive Trade Practices Act, 1969 as the latter has been repealed. [ Clause 129]

2) Section 9 provides that cases of evasion in which the duty leviable exceeds Rupees one lakh shall be
punishable with a term of imprisonment extending to seven years and with fine. The section is being amended to
substitute this amount with Rupees thirty lakh. [Clause 130]  

3) Section 9A is being amended to provide that all offences under the Act, except an offence punishable
with imprisonment of three years or more under section 9, shall be non-cognizable. [Clause 131]

4) Section 11A is being amended to exclude the period of stay in computing the period of one year or five
years, as the case may be, for issuance of show cause notice where service of notice is stayed by an order of a court
or tribunal. [Clause 132]

5) Section 11AC provides for reduced penalty if the duty along with interest is paid within a 30 days of the
communication of the order. It is being amended to make available the benefit of reduced penalty only if the
reduced penalty is also paid within the specified period of thirty days. [Clause 133]

6) Section 12F relating to search and seizure is being amended to align the provisions with Customs Act.
[Clause 134]

7) Section 13 dealing with the power to arrest is being substituted to align the provisions with Customs Act
and also to provide that offences punishable with imprisonment of three years or more under section 9 shall be
cognizable. [Clause 135]

8) Section 13A is being inserted to provide that bail in the case of offences punishable with a term of
imprisonment of three years or more under section 9 shall not be granted by a Court or Magistrate without an
opportunity being given to the Public Prosecutor to present his case. It also provides that in the case of minors,
infirm and women the Magistrate may grant bail.  It also excludes the jurisdiction of police officers to initiate
investigation of offences under the Central Excise Act, unless authorized in this behalf by the Central
Government by a special or general order. [ Clause 135]

9) Section 18 is being substituted to provide that save as provided under the Central Excise Act, searches
shall be carried out as per the procedure laid down in the Code of Criminal Procedure. [Clause 136] 

10) Section 19 dealing with disposal of persons arrested is being omitted as a consequential change. 
[Clause 137]

11) Section 20 is being amended to carry out consequential changes in view of omission of section 19. 
[Clause 138]

12) Notification No.1/2010-CE dated 6th February, 2010  provides exemption from Central Excise duty to
goods cleared from new units or units that have undertaken substantial expansion in the State of Jammu and
Kashmir. It is being amended retrospectively from the date of issue of the said notification to provide that for units
undertaking substantial expansion in terms of the notification, the exemption period of ten years would be
computed from the date of commercial production from the expanded capacity. This would clarify the policy
intent. [Clause 139]

13) The Third Schedule of the Central Excise Act relating to the deeming of certain processes as amounting
to “manufacture” is being amended to include cigarettes. Accordingly, the packing, or repacking in a unit
container, labeling or relabeling of containers including the declaration or alteration of Retail Sale Price on it or
adoption of any treatment to render cigarettes marketable shall be processes amounting to manufacture.
[Clause 140]
Changes at para 13) above would come into force immediately owing to a declaration under the
Provisional Collection of Taxes Act, 1931.

AMENDMENTS IN CENTRAL EXCISE TARIFF ACT, 1985:
1) The First Schedule to the Central Excise Tariff is being amended so as to,—

A. revise the statutory/tariff rates applicable to all excisable goods, that is, 12% for all non-petroleum goods
other than exempted goods, goods attracting merit rate or higher duty rates. For petroleum goods, the ad valorem
rate or  ad valorem component (where the rates are mixed) is being revised to 14%

B. enhance the rate of excise duty from 5% to 6% on certain goods and from 22% to 24% and from “22%+
Rs.15000 per vehicle” to 27% on certain categories of automobiles. The composite rate applicable to automobile

chassis is being converted into an ad valorem rate and is being fixed at 15% or 25%.
C. enhance the rate of excise duty on cigarettes (both filter and non-filter) of length exceeding 65

milimetres by adding an  ad valorem rate of 10% to the existing specific rates of duty.
D. enhance the excise duty on cigars, cheroots and cigarillos to “12% or Rs.1370 per thousand, whichever is

higher”.
E. carry out the following changes:

(i) omit the words  “or polishing” in Note 6 of Chapter 25 so as  to remove doubts about the correct
classification of polished marble;

(ii) revise the description of tariff items 2611 10 to 2611 90 covering iron ore and
concentrates based on Fe content;

(iii) insert a note in chapter 48 to provide that notwithstanding anything contained in Note 12, if the
paper and paper products of heading 4811, 4816 or 4820 are printed with any character, name, logo, motif or
format they shall remain classified under Chapter 48 as long as such products are intended to be used for further
printing, to avoid classification disputes;

(iv) insert a note in Chapter 71 to provide that for the purposes of headings 7113 and 7114, the process of
affixing or embossing trade name or brand name on articles of jewellery or on articles of goldsmiths’ or
silversmiths’ wares of precious metal or of metal clad with precious metal, shall amount to “manufacture”;

(v) insert a note in Chapter 72 to provide that the process of oiling and pickling in respect of goods of
heading 7208 shall amount to “manufacture”;

(vi) insert a note in Chapter 76 to provide that the process of cutting, slitting and printing of aluminium
foils shall amount to “manufacture”;

(vii) insert a note in Chapter 85 to provide that the processes of matching, batching and
charging of Lithium ion batteries or the making of battery packs shall amount to “manufacture”;

(viii) align the entries relating to copper scrap, brass scrap, nickel scrap, aluminium scrap,
lead scrap and zinc scrap with the revised ISRI classification.

F. insert a note in chapter 54 to provide that notwithstanding anything contained in Note 1, man-made
fibre such as polyester staple fibre and polyester filament yarn manufactured from plastic and plastic waste
including waste polyethylene terephthalate bottles shall be classified as textile material under Chapter 54 or
Chapter 55, as the case may be. This amendment is being carried out with retrospective effect from 29.06.2010.
Duty in respect of clearances already made is to be recovered from the manufacturers of these goods within one
month of the date of enactment of the Finance Bill, 2012 failing which interest at the rate of 24% is payable.
Simultaneously, the manufacturers are being permitted to take into account credit of duty paid on inputs, input
services and capital goods. [Clauses 141 and 142]
Changes involving increase in rates of duty would come into force immediately owing to a declaration
under the Provisional Collection of Taxes Act, 1931.

MISCELLANEOUS
1) The rate of cess leviable on indigenous petroleum crude oil under the Oil Industry (Development) Act,

1974 is being increased from Rs.2500 per metric tonne to Rs.4500 per metric tonne. [Clause 151]
2) The Seventh Schedule to the Finance Act, 2001 dealing with National Calamity Contingent Duty is

being amended to incorporate the revision in length in certain duty slabs of cigarettes as a consequential change
to amendments in the First Schedule to the Central Excise Tariff Act. [Clause 152]

3) The Seventh Schedule to the Finance Act, 2005 dealing with Additional Excise Duty (commonly known
as the Health Cess) is being amended to incorporate the revision in length in certain duty slabs of cigarettes as a
consequential change to amendments in the First Schedule to the Central Excise Tariff Act. [Clause 154]

4) Section 73 of the Finance Act, 2010 carried out retrospective amendments to certain provisions of the
CENVAT Credit Rules so as to allow apportionment of credit on proportionate basis where common inputs or
input services were used for the manufacture of exempted and dutiable goods. This section is being amended
with retrospective effect to substitute the words “inputs” with “ inputs or input service” so that the benefit of
proportional credit reversal also applies to common input services. [Clause 155]

5) Section 73 of the Finance Act, 2011 is being amended to replace the reference to “Central Excise Tariff
Act, 1985” with “Central Excise Act, 1944”.  The amendment is also being given retrospective effect from
08.04.2011. [Clause 156]

The changes at 1) above will come into effect immediately owing to a declaration under the
Provisional Collection of Taxes Act, 1931.

OTHER CHANGES BEING CARRIED OUT THROUGH NOTIFICATIONS
CUSTOMS
A. General
1) The method of computation of Education Cess and Secondary & Higher Education cess on imported goods is
being simplified. Currently, these cesses are first charged on the CVD portion of customs duty and thereafter on
the aggregate of customs duties (excluding special CVD).  The portion of cesses leviable on the CVD portion of
customs duty is being exempted so as to avoid computation of such cesses twice.

2) The duty-free allowance under the Baggage Rules is being increased from Rs.25000 to Rs.35000 for
adult passengers of Indian origin and from Rs.10,000 to Rs. 15,000 for children upto 10 years of age.

B. Proposals involving changes in rates of duty
I. AGRICULTURE/AGRO PROCESSING/PLANTATION SECTOR: 

1) Basic customs duty on sugarcane planter, root or tuber crop harvesting machine and rotary tiller &
weeder, parts & components for their manufacture is being reduced from 7.5% to 2.5%.  

2) At present, project import status is available to installation of Mechanized Handling Systems & Pallet
Racking Systems in mandis or warehouses for food grains and sugar, with concessional rate of basic customs duty
of 5%.  Such systems are also exempt from additional duty of customs (CVD) and special additional duty of
customs (SAD).  The same dispensation [i.e. 5% BCD + Nil CVD + Nil SAD] is also being extended to such systems
for horticultural produce.

3) Project imports status is being granted to the green houses set up for protected cultivation of
horticulture and floriculture produce.  As such, these projects would attract concessional rate of basic customs
duty of 5%.

4) Basic customs duty is being reduced from 10%/7.5% to 5% on specified coffee plantation and processing
machinery. The concessional duty would be available upto 31.3.2014.

5) Basic customs duty is being reduced from 10% to 5% on coffee brewing and vending machines
(commercial type). The concessional duty would be available upto 31.3.2014. Basic customs duty is also being
reduced to 2.5% on parts required for manufacture of such coffee vending and brewing machines.

6) Basic customs duty is being reduced on specified soluble fertilizers and liquid fertilizers, other than
urea, from 7.5% to 5% and from 5% to 2.5% respectively.

II. AUTOMOBILES:
Basic customs duty on Completely Built Units (CBUs) of large cars/ MUVs/ SUVs permitted for import without

type approval (value exceeding US$40,000 and engine capacity exceeding 3000cc for petrol and 2500cc for
diesel) is being increased from 60% to 75%.

III. METALS:
1) Basic customs duty on coating material for manufacture of electrical steel is being reduced from 10% to

5% subject to actual user condition.
2) Basic customs duty on ammonium meta-vanadate used in the manufacture of ferro-vanadium is being

reduced from 7.5% to 2.5%.
3) Nickel oxide/ hydroxide and nickel ore/ concentrate are being fully exempted from basic customs duty.
4) Exemption from SAD currently available to CRGO steel is being restricted to prime quality of such steel.
5) Basic customs duty on flat rolled products (HR and CR) of non-alloy steel is being increased from 5% to

7.5%.

IV. PRECIOUS METALS:
1) Basic customs duty on standard gold bars and platinum bars is being increased from 2% to 4%.
2) Basic customs duty on non-standard gold is being increased from 5% to 10%.
3) Basic customs duty on gold ore/concentrate and dore bars for refining is being increased from 1% to 2%.
4) Basic customs duty of 2% is being imposed on cut and polished coloured gemstones.

V. CAPITAL GOODS/INFRASTRUCTURE:
1) Basic customs duty on capital goods, plant and equipment imported for setting up or substantial

expansion of iron ore pellet plants or iron ore beneficiation plants is being reduced from 7.5% to 2.5%.
2) Full exemption from basic customs duty is being provided to initial setting up and substantial

expansion of fertilizer projects.  The exemption would be valid till 31.03.2015.
3) Steam coal is being fully exempted from basic customs duty.  CVD  is also being reduced from 5% to 1%

on such coal. This dispensation would be valid upto 31.3.2014.
4) Natural gas/Liquified Natural Gas imported for power generation by a power generation company is

being fully exempted from basic customs duty.
5) Full exemption from basic customs duty is being provided to uranium concentrate, sintered natural

uranium dioxide, sintered uranium dioxide pellets for generation of nuclear power.
6) Full exemption from basic customs duty, CVD and SAD is being extended to equipment imported for

road construction projects awarded by Metropolitan Development Authorities.
7) Full exemption from basic customs duty and CVD at present available to tunnel boring machines for

hydel and road projects is being extended to all infrastructure projects.  The exemption shall also be available for
parts required for assembly of such machines.

8) At present, full exemption from basic customs duty and CVD is available to specified road construction
equipment.  This exemption is now being extended to tunnel excavation and specified lining equipment also.

9) Full exemption from basic customs duty is being extended to coal mining projects.
10) At present machinery and instruments for surveying and prospecting of mines attract basic customs

duty of 10% and 7.5% respectively.  These rates are being reduced and unified at 2.5%.
11) Basic customs duty on Railway safety (Train Protection and Warning System) equipment and railway

track laying machines is being reduced from 10% to 7.5%

VI. AIRCRAFTS & SHIPS:
1) Full exemption from basic customs duty and CVD is being provided to new and retreaded aircraft tyres.
2) Full exemption from basic customs duty and CVD is being extended to parts of aircraft and testing

equipment for maintenance and repair of aircraft imported by third-party Maintenance, Repair and Overhaul
(MRO) units.

3) CVD on foreign-going vessels on conversion for coastal trade shall now be charged on proportionate
basis depending on the period for which it operates as a coastal vessel in India.  The value shall be taken as the
lease value when the import is against a lease agreement/ contract.

VII. ENVIRONMENT PROTECTION:
1) Equipments for setting up of solar thermal projects are being fully exempted from SAD.
2) Concessional rate of 5% basic customs duty is being extended to raw materials for the manufacture of

intermediates, parts and sub-parts of blades for rotors for wind energy generators.
3) Full exemption from basic customs duty is being extended to tri band phosphor for use in the

manufacture of Compact Fluorescent Lamps.
4) At present, full exemption from basic customs duty and SAD alongwith 6% CVD is available to specified

parts for the manufacture of hybrid vehicles.  This dispensation is now being extended to some additional parts
for the manufacture of such vehicles.

5) The customs duty regime of Nil basic customs duty alongwith Nil SAD and 6% CVD is being extended to
lithium ion batteries for the manufacture of battery packs for supply to electric or hybrid vehicle manufacturers.

VIII.  HEALTH:
1) Basic customs duty is being reduced from 5% to 2.5% on iodine.
2) Basic customs duty is being reduced on isolated soya protein and soya protein concentrate from 15%

and 30% respectively to 10%.
3) Basic customs duty is being reduced from 10% to 5% on probiotics.
4) Customs duty on six specified life saving drugs/vaccines and their bulk drugs is being reduced from 10%

to 5% with Nil CVD (by way of excise duty exemption).
5) A concessional import duty regime of 2.5% basic customs duty with 6%  CVD and Nil SAD is being

prescribed for specified raw materials for the manufacture of syringes, needles, catheters, cannulae  subject to
actual user condition.

6) A concessional import duty regime of 2.5% basic customs duty with 6% CVD and Nil SAD is also being
extended to parts and components for the manufacture of blood pressure monitors and blood glucose monitoring
systems (Gluco-meters).

7) Full exemption from basic customs duty and CVD is being extended on steel tube & wire, cobalt
chromium tube, Hayness Alloy-25 and polypropylene mesh for the manufacture of coronary stents/coronary
stent systems and artificial heart valves subject to actual user condition.

IX.  TEXTILES:
1) Basic customs duty on shuttleless looms, alongwith parts and components for their manufacture, is

being reduced from 5% to Nil. The exemption would apply only to new machinery.
2) Basic customs duty on automatic silk-reeling and processing machinery and raw silk testing

equipments is being reduced from 5% to Nil. The exemption would apply only to new machinery.
3) The concessional rate of basic customs duty of 5% is being restricted only to new textiles machinery.

Consequently, second hand machinery would now attract basic customs duty of 7.5%.
4) Basic customs duty on wool waste and wool tops is being reduced from 10% and 15% respectively to 5%.
5) Basic customs duty on titanium dioxide is being reduced from 10% to 7.5%.
6) Full exemption from basic customs duty is being extended to aramid yarn and fabric when used in the

manufacture of bullet proof helmets for supply to defence and police.

X.  ELECTRONICS/ HARDWARE:
1) Full exemption from basic customs duty is being provided to LCD and LED TV panels of 20 inches and

above.
2) LEDs required for the manufacture of LED lamps are also being exempted from SAD
3) The scope of full exemption from basic customs duty, CVD and SAD presently available to parts,

components and accessories for manufacture of mobile handsets including cellular phones is being amplified to
include parts of memory cards.   The validity of the exemption from SAD is also being extended from 31.03.2012 to
31.03.2013.

4) Full exemption from basic customs duty currently available to copper, brass and phosphor bronze strips
and similar items imported for the manufacture of connectors is being withdrawn.

5) Full exemption from basic customs duty currently available to poly-laminated aluminium tape and
poly-laminated steel tape presently exempt if imported for the manufacture of cables and conductors for telecom
use is also being withdrawn.

XI. EXPORT PROMOTION:
1) Basic customs duty is being reduced from 10% to 5% on Marine seawater pumps with fibre impellers and

Automatic fish/prawn feeders for aquaculture.
2) Basic customs duty on artemia is being reduced from 30% to 5%.  

XII.PAPER:
Waste paper is being fully exempted from basic customs duty.

XIII. SPECIAL ADDITIONAL DUTY OF CUSTOMS:
Brass scrap, timber logs and dredgers are being fully exempted from SAD.

XIV. MISCELLANEOUS:
1) A basic customs duty of 10% is being imposed on Digital Still Cameras of certain specifications.
2) Basic customs duty on boric acid is being increased from 5% to 7.5%.
3) Basic customs duty on boiler quality tubes and pipes for the manufacture of boilers is being reduced

from 10% to 7.5% subject to end use condition.
4) A concessional customs duty dispensation of 5% basic customs duty + 6% CVD+ Nil SAD is being

prescribed for imports of hydrophilic non-woven, hydrophobic non-woven and super absorbent polymer for
manufacture of adult diapers subject to actual user condition.

EXCISE
PROPOSALS INVOLVING CHANGES IN RATES OF DUTY 

1) The effective rate of excise duty of 10% on non-petroleum products is being increased to 12% with a few

exceptions where exemptions/concessions have been given.   
2) Concessional rate of excise duty of 5% on non-petroleum products is being increased to 6%.  
3) The lower rate of 1% on non-petroleum products is being increased to 2%.   However, precious metal

jewellery, coal and fertilizers would remain at 1%.

SECTOR SPECIFIC PROPOSALS
I. CEMENT:

The excise duty structure on cement manufactured and cleared in packaged form is being rationalized. The
graded RSP slabs for the purpose of charging of duty on cement manufactured and cleared in packaged form are
being done away with. The rates on cement and cement clinkers are also being revised as under: 

Description Revised rate of duty
1. cement manufactured and cleared in packaged form:—

(a) from mini cement plants 6% ad valorem + Rs.120 per tonne
(b) from other than mini cement plants 12% ad valorem + Rs.120 per tonne

2. Cement cleared other than in packaged form. 12% ad valorem
3. Cement Clinker 12% ad valorem
Cement is also being notified under section 4A, that is, retail sale price (RSP) based assessment with an

abatement of 30% from RSP.

II. PRECIOUS METALS:
1) At present, branded jewellery of precious metals attracts excise duty of 1%.  The scope of the levy is

extended to include unbranded jewellery within its ambit.  However, the duty on such unbranded jewellery would
be charged on 30% of transaction value declared in the invoice. 

2) Unbranded silver jewellery is already exempt. Branded silver jewellery is being exempted from excise
duty.

3) Excise duty on gold jewellery sold from EOUs into domestic tariff area (DTA) is being increased from 5%
to 10%.

4) Excise duty on refined gold is being increased from 1.5% to 3%.
5) Excise duty on gold produced from copper smelting is being increased from 2% to 3%.
6) Excise duty on silver produced from copper smelting is being reduced from 6% to 4%.
7) Full exemption from excise duty is being provided on articles of goldsmith and silversmith wares of

precious metals or of metals coated with precious metals, not bearing a brand name.
8) Gold coins of purity 99.5% and above and silver coins of purity 99.9% and above are being fully

exempted from excise duty.

III. TOBACCO PRODUCTS: 
1) Cigarettes are being notified under section 4A for RSP based assessment with abatement of 50% from

RSP.
2) The basic excise duty on hand-rolled bidis is being increased from Rs.8 to Rs.10 per thousand and on

machine-rolled bidis from Rs.19 to Rs.21 per thousand.
3) The rates of duty per machine applicable to pan masala, guthka, chewing tobacco, zarda scented

tobacco and unmanufacture tobacco under the compounded levy scheme are being increased.

IV. MASS CONSUMPTION ITEMS:
1) Refills and inks used for the manufacture of writing instruments of value not exceeding Rs.200 per

piece are being fully exempted from excise duty subject to actual user condition.
2) Exemption limit on footwear is being enhanced from Rs.250 per pair to Rs.500 per pair. Footwear above

Rs.500 per pair would attract excise duty of 12%.
3) Excise duty on iodine is being reduced from 10% to 6%.

V. ENVIRONMENT FRIENDLY GOODS:
1) Excise duty is being reduced from 10% to 6% on battery packs supplied to manufacturers of electric

vehicles for use as spares and OEMs subject to end-use condition.
2) Excise duty is being reduced from 10% to 6% on specific parts of Hybrid vehicles supplied to

manufacturers of hybrid vehicles subject to end-use condition.
3) Excise duty on LED lamps is being reduced to 6%.  

VI. TEXTILES:
1) For the purpose of charging excise duty on ready-made garments bearing a brand name or sold under a

brand name, the level of abatement from the retail sale price (RSP) is being increased from 55% to 70%.

VII.MISCELLANEOUS:
1) Full exemption from excise duty is being provided to food preparations containing fruits and vegetables

falling under Chapter 20, which are prepared in a hotel, restaurant or a retail outlet, whether or not such food is
consumed in such hotels/restaurants/retail outlets.

2) Excise duty on parts of mobile phones, other than those cleared to a manufacturer of mobile phones, is
being reduced from 10% to 2%, provided no Cenvat credit is taken.

3) Excise duty is being reduced from 10% to 6% on:
(a) Matches manufactured by semi-mechanized units
(c) Processed food products of soya

4) Exemption from excise duty is being restored on intra ocular lens.

SERVICE TAX
I. RATE OF SERVICE TAX:

1) The rate of service tax is being increased from ten per cent. to twelve per cent.
2) Consequent to change in the rate of service tax, changes are also being made in specific and

compounding rates of tax for the following:
a) Service in relation to purchase and sale of foreign currency including money changing;
b) Service of promotion, marketing, organizing or in any manner assisting in organizing lottery;
c) Works contract service;
d) Reversal of cenvat credit under rule 6(3)(i).

3) Life insurance service: Where the entire premium is not towards risk cover, the first year’s premium
shall be taxed at the rate of three per cent. while subsequent premia shall attract tax at the rate of 1.5 per cent.
Availment of full cenvat credit is being allowed. 

4) Transport of passengers embarking in India for domestic and international journey by air : The dual rate
structure of maximum service tax of Rupees 150 and Rupees 750  in case of economy class travel is being replaced
by an ad valorem rate of twelve per cent. with abatement of sixty per cent. subject to the condition that no credit
on inputs and capital goods is taken;

[The above changes will be applicable from 01.04.2012]

II. INTRODUCTION OF NEGATIVE LIST APPROACH:
A Negative List approach to taxation of services is being introduced vide new sections, namely, 65B, 66B, 66C,
66D, 66E and 66F proposed in Chapter V of the Finance Act, 1994 (please refer clause 143 of the Finance Bill,
2012).   The services specified in the ‘Negative List’ (section 66D) shall remain outside the tax net.  All other
services, except those specifically exempted by the exercise of powers under section 93(1) of the Finance Act,
1994, would thus be chargeable to service tax.  Negative list approach to taxation of services shall come into
effect from a date to be notified, after the Finance Bill, 2012 receives the assent of the President. For
operationalizing the Negative List approach, a number of changes have been proposed in Chapter V of the
Finance Act, 1994. Detailed information regarding these changes is being made available as a Guidance Paper,
which will be placed in the public domain.   The consequential changes in Service Tax Rules, 1994, Service Tax
(Determination of Value) Rules, 2006 and Cenvat Credit Rules, 2004 also form part of this Guidance Paper.
Provisions relating to positive list approach, namely, sections 65, 65A, 66, and 66A currently appearing in
Chapter V of the Finance Act, 1994, will cease to operate from a date to be notified later, as and when the negative
list approach begins to operate.  

To support the negative list approach to taxation of services, draft Place of Provision of Services Rules, 2012 is
being proposed. The draft Place of Provision of Services Rules contains principles on the basis of which taxing
jurisdiction of a service can be determined.  The Place of Provision of Services Rules, 2012 will be notified after
(section 66C) the Finance Bill, 2012 receives the assent of the President. When the Place of Provision of Services
Rules comes into effect, existing ‘Export of Services Rules, 2005’ and ‘Taxation of Services (Provided from outside
India and received in India) Rules, 2006’ will be rescinded. 

III. AMENDMENTS IN THE FINANCE ACT, 1994:
Chapter V of the Finance Act, 1994 is being amended:
1) A new section 67A is being inserted to prescribe that the value of taxable service (particularly in the case

of import and export of taxable services) and the rate of tax shall be determined in terms of Point of Taxation
Rules, 2011.  

2) A new section 72A is being inserted to introduce provisions relating to special audit in the service tax law
on the lines of section 14A and section 14AA of the Central Excise Act, 1944.  Under this newly introduced section,
special audit can be ordered under specified circumstances. Consequently, section 14AA is being omitted from
section 83.  

3) The one-year time limit for issuance of notice for specified category of offences prescribed under
section 73(1) of the Finance Act, 1994, is being increased to eighteen months.  A new sub-section (1A) is being
inserted in section 73 of the Finance Act, 1994 to prescribe that  follow-on notices issued on the same grounds
need not repeat the grounds but only state the amount of service tax chargeable for the subsequent period.
Statement of tax due for the subsequent period, served on the assessee with reference to the earlier demand
notice, will be deemed as a notice under section 73(1) of the Finance Act, 1994. 

4) Section 83 is being amended to make Settlement Commission provisions applicable to service tax in line
with the similar provisions contained in sections 31, 32, 32A to 32P of the Central Excise Act, 1944.  

5) Section 83 is being amended to make the revision mechanism prescribed in section 35EE of the Central
Excise Act, 1944, applicable to service tax, to the extent possible.

6) Section 85 and section 86 are being  amended on the lines of section 35 and 35E of the Central Excise Act
so as to harmonize the limitation for filing assessee appeal before Commissioner (Appeals) and revenue appeal
before the Tribunal.

7) Section 94(2) is being amended to obtain powers (a) to provide for the manner of compounding and to
specify the amount of compounding of offences along the lines of Central Excise (Compounding of Offences)
Rules, 2005; (b) to provide for rules for settlement of cases, along the lines of central excise.

[The above changes will come into effect from the date of enactment of the Finance Bill, 2012]

IV. NEW REVERSE CHARGE MECHANISM:
1) Section 68(2) of the Finance Act, 1994 is being amended to put the onus of payment of service tax on

reverse charge basis partly on service provider and partly on service receiver.  The scheme is proposed to be made
applicable on three specific services i.e. hiring of means of transport; construction and man power supply. A
notification will be issued after the Finance Bill, 2012 receives the assent of the President, in which the manner
and extent of service tax payable by service provider and service receiver in the case of the three services will be
specified.

2) Consequent to the above change, suitable amendment is also being made in the concept of ‘person
liable to pay’ provided in Rule 2(1)(d) of Service Tax Rules, 1994.

V. RENTING OF IMMOVABLE PROPERTY SERVICE:
Constitutional validity of the levy of service tax on renting of immovable property has been the subject matter

of litigation leading to pronouncement of court judgments favorable to revenue, including those of Honourable
Delhi High Court and Honourable Supreme Court.   Taking an overall view, the Government has decided to waive
the penalty for those taxpayers who pay the service tax due on the renting of immovable property service (as on
06.03.2012), in full along with interest.  For this purpose, a new section 80A is being inserted in the Finance Act,
1994.  This scheme of penalty waiver will be open only for a period of six months from the date of enactment of
the Finance Bill, 2012. 

VI. RETROSPECTIVE EXEMPTIONS:
1) Vide Notification No.24/2009-ST dated 27.07.2009 service tax on repair of roads is already exempted.

Vide section 97 of the Finance Act, 1994, the exemption granted to repair of roads is being extended for the earlier
period from 16.06.2005 to 26.07.2009.   

2) Management, maintenance or repair service undertaken in relation to non-commercial Government
buildings is being exempted from service tax vide section 98, with effect from 16.06.2005 till the new charging
section, namely section 66B, comes into force. 

3) In the last budget, sub-rule 6A was inserted under rule 6 of the Cenvat Credit Rules, 2004 to protect the
service providers located in the Domestic Tariff Area from the reversal of Cenvat credit, when they supply taxable
services under exemption, to the authorized operations of SEZ.  The application of sub-rule 6A is being given
retrospective effect from 10.02.2006 [clause 144 of the Finance Bill, 2012].

4) Service provided by an association of dyeing units in relation to common effluent treatment plants was
exempted from service tax vide Notification No.42/2011-ST dated 25.07.2011.   The scope of the exemption is being
expanded and the amended notification is being given retrospective effect from 16.06.2005[clause 145 of the
Finance Bill, 2012].

[The above retrospective exemptions will come into effect on the date of enactment of the Finance Bill, 2012]

VII.AMENDMENTS IN RULES:
1) Cenvat Credit Rules, 2004 is being amended: 
(a) Existing rule 5 to be replaced with a new rule to simplify the procedure for refund of unutilized credit on

the account of exports;
(b) Credit is being allowed on motor vehicles (except those of heading nos. 8702, 8703, 8704, 8711 and their

chassis).  The credit of tax paid on the supply of such vehicles on rent, insurance and repair shall also be allowed;
(c) Credit of insurance and service station service is being allowed to—

(i) insurance companies in respect of motor vehicles insured and re-insured by them; and
(ii) manufacturers in respect of motor vehicles manufactured by them.

(d) At present, credit on goods can be taken only after they are brought to the premises of the service
provider. Rule 4(1) and 4(2) are being amended to allow a service provider to take credit of inputs or capital goods
whenever the goods are delivered to him, subject to specified conditions.

(e) Rule 7 for input service distributors is being amended to provide that credit of service tax attributable to
service used wholly in a unit shall be distributed only to that unit and that the credit of service tax attributable to
service used in more than one unit shall be distributed prorata on the basis of the turnover of the concerned unit
to the sum total of the turnover of all the units to which the service relates. 

(f) Rule 9(1)(e) is being amended to allow availment of credit on the tax payment challan in case of payment
of service tax by the service receiver on reverse charge basis.

2) Service Tax Rules, 1994 is being amended as follows:
(a) The time period provided in rule 4A for issuance of invoice is being increased to thirty days.  For banks

and financial institutions providing banking and other financial services, the period shall be forty five days; 
(b) Rule 6(4A) is being amended to allow unlimited amount of permissible adjustments.
(c) At present, in the case of export and, individuals and firms rendering eight specified services, the point

of taxation is the date of payment subject to certain conditions. This special dispensation is being shifted from the
Point of Taxation Rules to the Service Tax Rules. 

(d) In case of exporters, the period extended by the Reserve Bank of India on specific requests is also being
included in the period for which the tax liability is allowed to be deferred. 

(e) The option of deferred payment is being allowed for all service providers rather than for specific
services. The facility will be available only to individuals and partnership firms (including limited liability
partnership) upto a turnover of taxable services of Rupees Fifty lakhs subject to the condition that their turnover
of taxable services in previous year was below Rupees Fifty lakhs. For computing the above limits, the turnover of
the whole entity is required to be summed up and not any single registration.

3) Point of Taxation Rules, 2011 is being amended to—
(a) Change the definition of continuous supply of service to capture the entire dimension of the concept,

namely, the recurrent nature of services and the obligation for payment periodically or from time-to-time;
(b) Omit rule 6 in respect of continuous supply of service and merge it with rule 3.   Rules 4 and 5, which deal

with situations covering change in effective rate of tax and taxation of new services, shall now be applicable to
continuous supply of services also;

(c) Define the date of payment; 
(d) To give an option to determine the point of taxation in respect of advances upto Rupees one thousand

received in excess of the amount indicated in the invoice, on the basis of invoice or completion of service rather
than payment; and

(e) Incorporate a new residual rule to ascertain point of taxation in cases where the same cannot be
ascertained by the rules prescribed.
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THE FINANCE BILL, 2012
A

BILL
to give effect to the financial proposals of the Central Government for the financial year 2012-2013.
BE  it enacted by Parliament in the Sixty-third Year of the Republic of India as follows:—

CHAPTER  I
PRELIMINARY

1. (1) This Act may be called the Finance Act, 2012.
(2) Save as otherwise provided in this Act, sections 2 to 112 shall be deemed to have come into force 
on the 1st day of April, 2012.

CHAPTER II
RATES  OF INCOME-TAX

2. (1) Subject to the provisions of sub-sections (2) and (3), for the assessment year commencing on the 1st day
of April, 2012, income-tax shall be charged at the rates specified in Part I of the First Schedule and such tax shall
be increased by a surcharge, for purposes of the Union, calculated in each case in the manner provided therein.

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

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

(b)  the income-tax chargeable shall be calculated as follows:—
(i) the total income and the net agricultural income shall be aggregated and the amount of income-tax shall

be determined in respect of the aggregate income at the rates specified in the said Paragraph A, as if such
aggregate income were the total income;

(ii) the net agricultural income shall be increased by a sum of one lakh eighty thousand rupees, and the
amount of income-tax shall be determined in respect of the net agricultural income as so increased at the rates
specified in the said Paragraph A, as if the net agricultural income as so increased were the total income;

(iii) the amount of income-tax determined in accordance with sub-clause (i) shall be reduced by the amount
of income-tax determined in accordance with sub-clause (ii) and the sum so arrived at shall be the income-tax in
respect of the total income:

Provided that in the case of every woman, resident in India and below the age of sixty years at any time during
the previous year, referred to in item (II) of Paragraph A of Part I of the First Schedule, the provisions of this sub-
section shall have effect as if for the words “one lakh eighty thousand rupees”, the words “one lakh ninety
thousand rupees” had been substituted:

Provided further that in the case of every individual, being a resident in India, who is of the age of sixty years
or more but less than eighty years at any time during the previous year, referred to in item (III) of Paragraph A of
Part I of the First Schedule, the provisions of this sub-section shall have effect as if for the words “one lakh eighty
thousand rupees”, the words “two lakh fifty thousand rupees” had been substituted:

Provided also that in the case of every individual, being a resident in India, who is of the age of eighty years or
more at any time during the previous year, referred to in item (IV) of Paragraph A of Part I of the First Schedule,
the provisions of this sub-section shall have effect as if for the words “one lakh eighty thousand rupees”, the words
“five lakh rupees” had been substituted.

(3) In cases to which the provisions of Chapter XII or Chapter XII-A or section 115JB or section 115JC or sub-
section (1A) of section 161 or section 164 or section 164A or section 167B of the  Income-tax Act, 1961 (hereinafter
referred to as the Income-tax Act) apply, the tax chargeable shall be determined as provided in that Chapter or
that section, and with reference to the rates imposed by sub-section (1) or the rates as specified in that Chapter or
section, as the case may be:

Provided that the amount of income-tax computed in accordance with the provisions of section 111A or
section 112 shall be increased by a surcharge, for purposes of the Union, as provided in Paragraph A, B, C, D or E,
as the case may be, of Part I of the First Schedule:

Provided further that in respect of any income chargeable to tax under sections 115A, 115AB, 115AC, 115ACA,
115AD, 115B, 115BB, 115BBA, 115BBC, 115BBD, 115E or 115JB of the Income-tax Act, the amount of income-tax
computed under this sub-section shall be increased by a surcharge, for purposes of the Union, calculated,—

(a)  in the case of a domestic company, at the rate of five per cent. of such income-tax where the total income
exceeds one crore rupees;

(b)  in the case of every company, other than a domestic company, at the rate of two per cent. of such income-
tax where the total income exceeds one crore rupees:

Provided also that in the case of every company having total income chargeable to tax under section 115JB of
the Income-tax Act, and such income exceeds one crore rupees, the total amount payable as income-tax and
surcharge on such income-tax shall not exceed the total amount payable as income-tax on a total income of one
crore rupees by more than the amount of income that exceeds one crore rupees.

(4) In cases in which tax has to be charged and paid under section 115-O or sub-section (2) of section 115R of
the Income-tax Act, the tax shall be charged and paid at the rates as specified in those sections and shall be
increased by a surcharge, for purposes of the Union, calculated at the rate of five per cent. of such tax.

(5) In cases in which tax has to be deducted under sections 193, 194, 194A, 194B, 194BB, 194D and 195 of the
Income-tax Act, at the rates in force, the deductions shall be made at the rates specified in Part II of the First
Schedule and shall be increased by a surcharge, for purposes of the Union, calculated in cases wherever
prescribed, in the manner provided therein.

(6) In cases in which tax has to be deducted under sections 194C, 194E, 194EE, 194F, 194G, 194H, 194-I, 194J,
194LA, 194LB, 194LC, 196B, 196C and 196D of the Income-tax Act, the deductions shall be made at the rates
specified in those sections and shall be increased by a surcharge, for purposes of the Union, in the case of every
company, other than a domestic company, calculated at the rate of two per cent. of such tax, where the income or
the aggregate of such incomes paid or likely to be paid and subject to the deduction exceeds one crore rupees.

(7) In cases in which tax has to be collected under the proviso to section 194B of the Income-tax Act, the
collection shall be made at the rates specified in Part II of the First Schedule, and shall be increased by a
surcharge, for purposes of the Union, calculated, in cases wherever prescribed, in the manner provided therein.

(8) In cases in which tax has to be collected under section 206C of the Income-tax Act, the collection shall be
made at the rates specified in that section and shall be increased by a surcharge, for purposes of the Union, in the
case of every company, other than a domestic company, calculated at the rate of two per cent. of such tax, where
the amount or the aggregate of such amounts collected and subject to the collection exceeds one crore rupees.

(9) Subject to the provisions of sub-section (10), in cases in which income-tax has to be charged under sub-
section (4) of section 172 or sub-section (2) of section 174 or section 174A or section 175 or sub-section (2) of section
176 of the Income-tax Act or deducted from, or paid on, income chargeable under the head “Salaries” under
section 192 of the said Act or in which the “advance tax” payable under Chapter XVII-C of the said Act has to be
computed at the rate or rates in force, such income-tax or, as the case may be, “advance tax” shall be so charged,
deducted or computed at the rate or rates specified in Part III of the First Schedule and such tax shall be increased
by a surcharge, for purposes of the Union, calculated in such cases and in such manner as provided therein:

Provided that in cases to which the provisions of Chapter XII or Chapter XII-A or section 115JB or section 115JC
or sub-section (1A) of section 161 or section 164 or section 164A or section 167B of the Income-tax Act apply,
“advance tax” shall be computed with reference to the rates imposed by this sub-section or the rates as specified
in that Chapter or section, as the case may be:

Provided further that the amount of “advance tax” computed in accordance with the provisions of section
111A or section 112 of the Income-tax Act shall be increased by a surcharge, for purposes of the Union, as provided
in Paragraph E of Part III of the First Schedule pertaining to the case of a company:

Provided also that in respect of any income chargeable to tax under sections 115A, 115AB, 115AC, 115ACA,
115AD, 115B, 115BB, 115BBA, 115BBC, 115BBD, 115BBE, 115E and 115JB of the Income-tax Act, “advance tax”
computed under the first proviso shall be increased by a surcharge, for purposes of the Union, calculated,—

(a)  in the case of every domestic company, at the rate of five per cent. of such “advance tax” where the total
income exceeds one crore rupees;

(b)  in the case of every company, other than a domestic company, at the rate of two per cent. of such “advance
tax” where the total income exceeds one crore rupees:

Provided also that in the case of every company having total income chargeable to tax under section 115JB of
the Income-tax Act, and such income exceeds one crore rupees, the total amount payable as “advance tax” on
such income and surcharge thereon, shall not exceed the total amount payable as “advance tax” on a total income
of one crore rupees by more than the amount of income that exceeds one crore rupees.

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

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

(b)  such income-tax or, as the case may be, “advance tax” shall be so charged or computed as follows:—
(i) the total income and the net agricultural income shall be aggregated and the amount of income-tax or

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

(ii)  the net agricultural income shall be increased by a sum of two lakh rupees, and the amount of income-tax
or “advance tax” shall be determined in respect of the net agricultural income as so increased at the rates specified
in the said Paragraph A, as if the net agricultural income were the total income;

(iii) the amount of income-tax or “advance tax” determined in accordance with sub-clause (i) shall be reduced
by the amount of income-tax or, as the case may be, “advance tax” determined in accordance with sub-clause (ii)
and the sum so arrived at shall be the income-tax or, as the case may be, “advance tax” in respect of the total
income:

Provided that in the case of every individual, being a resident in India, who is of the age of sixty years or more
but less than eighty years at any time during the previous year, referred to in item (II) of Paragraph A of Part III of
the First Schedule, the provisions of this sub-section shall have effect as if for the words “two lakh rupees”, the
words “two lakh fifty thousand rupees” had been substituted:

Provided further that in the case of every individual, being a resident in India, who is of the age of eighty years
or more at any time during the previous year, referred to in item (III) of Paragraph A of Part III of the First
Schedule, the provisions of this sub-section shall have effect as if for the words “two lakh rupees”, the words “five
lakh rupees” had been substituted.

(11) The amount of income-tax as specified in sub-sections (1) to (10) and as increased by the applicable
surcharge, for purposes of the Union, calculated in the manner provided therein, shall be further increased by an
additional surcharge, for purposes of the Union, to be called the “Education Cess on income-tax”, calculated at
the rate of two per cent. of such income-tax and surcharge so as to fulfil the commitment of the Government to
provide and finance universalised quality basic education:

Provided that nothing contained in this sub-section shall apply to cases in which tax is to be deducted or
collected under the sections of the Income-tax Act mentioned in sub-sections (5), (6), (7) and (8), if the income
subjected to deduction of tax at source or collection of tax at source is paid to a domestic company and any other
person who is resident in India.

(12) The amount of income-tax as specified in sub-sections (1) to (10) and as increased by the applicable
surcharge, for purposes of the Union, calculated in the manner provided therein, shall also be increased by an
additional surcharge, for purposes of the Union, to be called the “Secondary and Higher Education Cess on
income-tax”, calculated at the rate of one per cent. of such income-tax and surcharge so as to fulfil the
commitment of the Government to provide and finance secondary and higher education:

Provided that nothing contained in this sub-section shall apply to cases in which tax is to be deducted or
collected under the sections of the Income-tax Act mentioned in sub-sections (5), (6), (7) and (8), if the income
subjected to deduction of tax at source or collection of tax at source is paid to a domestic company and any other
person who is resident in India.

(13) For the purposes of this section and the First Schedule,—
(a)  “domestic company” means an Indian company or any other company which, in respect of its income

liable to income-tax under the Income-tax Act, for the assessment year commencing on the 1st day of April, 2012,
has made the prescribed arrangements for the declaration and payment within India of the dividends (including
dividends on preference shares) payable out of such income;

(b)  “insurance commission” means any remuneration or reward, whether by way of commission or
otherwise, for soliciting or procuring insurance business (including business relating to the continuance, renewal
or revival of policies of insurance);

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

(d) all other words and expressions used in this section and the First Schedule but not defined in this sub-
section and defined in the Income-tax Act shall have the meanings, respectively, assigned to them in that Act.

CHAPTER III
DIRECT TAXES

Income-tax
3. In section 2 of the Income-tax Act,—
(i) in clause (14), at the end, the following Explanation shall be inserted and shall be deemed to have been

inserted with effect from the 1st day of April, 1962, namely:—
‘Explanation.—For the removal of doubts, it is hereby clarified that “property” includes and shall be deemed

to have always included any rights in or in relation to an Indian company, including rights of management or
control or any other rights whatsoever;’;

(ii) in clause (16), after the words, “Commissioner of Income-tax”, the words “or a Director of Income-tax”
shall be inserted and shall be deemed to have been inserted with effect from the 1st day of April, 1988;

(iii) in clause (19AA), in sub-clause (iv), for the words “proportionate basis”, the words 
“proportionate basis except where the resulting company itself is a shareholder of the demerged company”

shall be substituted with effect from the 1st day of April, 2013;
(iv) in clause (47), the Explanation shall be numbered as Explanation 1 thereof and after Explanation 1 as so

numbered, the following Explanation shall be inserted and shall be deemed to have been inserted with effect
from the 1st day of April, 1962, namely:—

‘Explanation 2.—For the removal of doubts, it is hereby clarified that “transfer” includes and shall be deemed
to have always included disposing of or parting with an asset or any interest therein, or creating 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
transfer of 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;’.

4. In section 9 of the Income-tax Act, in sub-section (1),—
(a) in clause (i), after Explanation 3, the following Explanations shall be inserted and shall be deemed to have

been inserted with effect from the 1st day of April, 1962, namely:—
‘Explanation 4.—For the removal of doubts, it is hereby clarified that the expression “through” shall mean

and include and shall be deemed to have always meant and included “by means of”, “in consequence of” or “by
reason of”.

Explanation 5.—For the removal of doubts, it is hereby clarified that 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 indirectly, its value
substantially from the assets located in India.’;

(b) in clause (vi), after Explanation 3, the following Explanations shall be inserted and shall be deemed to have
been inserted with effect from the 1st day of June, 1976, namely:—

‘Explanation 4.—For the removal of 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 or any right for use or right
to use a computer software (including granting of a licence) irrespective of the medium through which such right
is transferred.

Explanation 5.—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 information, whether or not—

(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.
Explanation 6.—For the removal of doubts, it is hereby clarified that the expression “process” includes and

shall be deemed to have always included transmission by satellite (including 
up-linking, amplification, conversion for down-linking of any signal), cable, optic fibre or by any other similar

technology, whether or not such process is secret;’.
5. In section 10 of the Income-tax Act,—

(A) in clause (10D), with effect from the 1st day of April, 2013,—
(i) in sub-clause (c),—
(I) after the words, figures and letters “the 1st day of April, 2003”, the words, figures and letters “but on or

before the 31st day of March, 2012” shall be inserted;
(II) for the word “assured:”, the words “assured; or” shall be substituted;
(ii) after sub-clause (c) and before the first proviso, the following sub-clause shall be inserted, namely:—
“(d) any sum received under an insurance policy issued on 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 ten per cent. of the actual
capital sum assured:”;

(iii) in the first proviso, for the words “this sub-clause”, the words, brackets and letters 
“sub-clauses (c) and (d)” shall be substituted;
(iv) in the second proviso, for the words “this sub-clause”, the word, brackets and letter 
“sub-clause (c)” shall be substituted;
(v) the Explanation shall be numbered as Explanation 1 thereof and after Explanation 1 as so numbered, the

following Explanation shall be inserted, namely:—
‘Explanation 2.—For the purposes of sub-clause (d), the expression “actual capital sum assured” shall have

the meaning assigned to it in the Explanation  to sub-section (3A) of section 80C;’;
(B) in clause (23C), after the sixteenth proviso, the following proviso shall be inserted and shall be deemed to

have been inserted with effect from the 1st day of April, 2009, namely:—
“Provided also that the income of a trust or institution referred to in sub-clause (iv) or 
sub-clause (v) shall be included in its total income of the previous year if the provisions of the first proviso to

clause (15) of section 2 become applicable to such trust or institution in the said previous year, whether or not any
approval granted or notification issued in respect of such trust or institution has been withdrawn or rescinded;”;

(C) in clause (23FB), in Explanation 1, for clause (c), the following clause shall be substituted with effect from
the 1st day of April, 2013,  namely:—

‘(c) “venture capital undertaking” means a venture capital undertaking referred to in the Securities and
Exchange Board of India (Venture Capital Funds) Regulations, 1996 made under the Securities and Exchange
Board of India Act, 1992;’;

(D) after clause (47), the following clause shall be inserted with effect from the 1st day of April, 2012, namely:—
“(48) any income received in India in Indian currency by a foreign company on account of sale of crude oil to

any person in India:
Provided that—
(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;
(ii) having regard to the national interest, the foreign company and the agreement 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 India.”.
6. In section 13 of the Income-tax Act, after sub-section (7) and before Explanation 1, the following sub-section

shall be inserted and shall be deemed to have been inserted with effect from the 1st day of April, 2009, namely:—
“(8) Nothing contained in section 11 or section 12 shall operate so as to exclude any income from the total

income of the previous year of the person in receipt thereof if the provisions of the first proviso to clause (15) of
section 2 become applicable in the case of such person in the said previous year.”.

7. In section 32 of the Income-tax Act, in sub-section (1), in clause (iia), after the words “any article or thing”,
the words “or in the business of generation or generation and distribution of power” shall be inserted with effect
from the 1st day of April, 2013.

8. In section 35 of the Income-tax Act, in sub-section (2AB), in clause (5), for the words, figures and letters “the
31st day of March, 2012”, the words, figures and letters “the 31st day of March, 2017” shall be substituted with effect
from the 1st day of April, 2013.

9. In section 35AD of the Income-tax Act,—
(a) after sub-section (1), the following sub-section shall be inserted with effect from the 1st day of April, 2013,

namely:—
“(1A) Where the specified business is of the nature referred to in sub-clause (i) 
or sub-clause (ii) or sub-clause (v) or sub-clause (vii) or sub-clause (viii) of clause (c) of 
sub-section (8) and has commenced its operations on or after the 1st day of April, 2012, the deduction under

sub-section (1) shall be allowed of an amount equal to one and one-half times of the expenditure referred to
therein.”;

(b) in sub-section (5), with effect from the 1st day of April, 2013,—
(A) in clause (ae), the word “and” shall be omitted;
(B) after clause (ae), the following clauses shall be inserted, namely:—
“(af) on or after the 1st day 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;

(ag) on or after the 1st day of April, 2012, where 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 storage of sugar; and”;

(C) in clause (b), for the words, brackets and letters “clause (a), clause (aa), clause (ab) and clause (ac)”, the
words “any of the above clauses” shall be substituted;

(c) after sub-section (6), the following sub-section shall be inserted and shall be deemed to have been inserted
with effect from the 1st day of April, 2011, namely:—

“(6A) Where the assessee builds a hotel of two-star 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 carrying on the specified business referred to in sub-clause (iv) of clause (c) of sub-
section (8).”;

(d) in sub-section (8), in clause (c), after sub-clause (viii), the following sub-clauses shall be inserted with
effect from the 1st day of April, 2013, namely:—

“(ix) setting up and operating an inland container depot or a container freight station notified or approved
under the Customs Act, 1962;

(x) bee-keeping and production of honey and beeswax;
(xi) setting up and operating a warehousing facility for storage of sugar;”.
10. After section 35CCB of the Income-tax Act, the following sections shall be inserted with effect from the 1st

day of April, 2013, namely:—
“35CCC. (1) Where an assessee incurs any expenditure on agricultural extension project notified 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 and one-half times of such expenditure.

(2) Where a deduction under this section is claimed and allowed for any assessment year in respect of any
expenditure referred to in sub-section (1), 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.

35CCD. (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 notified 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 and one-half times
of such expenditure.

(2) Where a deduction under this section is claimed and allowed for any assessment year in respect of any
expenditure referred to in sub-section (1), 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.”.

11. In section 40 of the Income-tax Act, in clause (a), in sub-clause (ia),  after the proviso and before the
Explanation, the following proviso shall be inserted with effect from the 1st day of April, 2013, namely:—

“Provided further that where an assessee fails to deduct the whole or any part of the tax in accordance with
the provisions of Chapter XVII-B on any such sum but is not deemed to be an assessee in default under the first
proviso to sub-section (1) of section 201, then, for the purpose of this sub-clause, 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 resident
payee referred to in the said proviso.”.

12. In section 40A of the Income-tax Act, in sub-section (2), with effect from the 1st day of April, 2013,—
(i) in clause (a), the following proviso shall be inserted, namely:—
“Provided that no disallowance, on account of any expenditure being excessive or unreasonable having

regard to the fair market value, shall be made in respect of a specified domestic transaction referred to in section
92BA, if such transaction is at arm’s length price as defined in clause (ii) of section 92F.”;

(ii) in clause (b), in sub-clause (iv), after the words “or any relative of such director, partner or member”, the
words “or any other company carrying on business or profession in which the first mentioned company has
substantial interest” shall be inserted.

13. In section 44AB of the Income-tax Act,—
(i) in clause (a), for the words “sixty lakh rupees”, the words “one crore rupees” shall be substituted with effect

from the 1st day of April, 2013;
(ii) in clause (b), for the words “fifteen lakh rupees”, the words “twenty-five lakh rupees” shall be substituted

with effect from the 1st day of April, 2013;
(iii) in the Explanation, in clause (ii), for the words, figures and letters “the 30th day of September of the

assessment year”, the words, brackets and figures “the due date for furnishing the return of income under sub-
section (1) of section 139” shall be substituted.

14. In section 44AD of the Income-tax Act,—
(a) after sub-section (5), and before the Explanation, the following sub-section shall be inserted and shall be

deemed to have been inserted with effect from the 1st day of April, 2011, namely:—
“(6) The provisions of this section, notwithstanding anything contained in the foregoing provisions,  shall not

apply to—
(i) a person carrying on profession as referred to in sub-section (1) of section 44AA;
(ii) a person earning income in the nature of commission or brokerage; or
(iii) a person carrying on any agency business.”;
(b) in the Explanation, in clause (b), in sub-clause (ii), for the words “sixty lakh rupees”, the words “one crore

rupees” shall be substituted with effect from the 1st day of April, 2013.
15. In section 47 of the Income-tax Act, in clause (vii), in sub-clause (a), for the words “amalgamated company,

and”, the words “amalgamated company except where the shareholder itself is the amalgamated company, and”
shall be substituted with effect from the 1st day of April, 2013.

16. In section 49 of the Income-tax Act, in sub-section (1), in clause (iii), in sub-clause (e), for the words,
brackets, figures and letter “clause (xiiib) of section 47”, the words, brackets, figures and letter “clause (xiii) or
clause (xiiib) or clause (xiv) of section 47” shall be substituted and shall be deemed to have been substituted with
effect from the 1st day of April, 1999.

17. After section 50C of the Income-tax Act, the following section shall be inserted with effect from the 1st day
of April, 2013, namely:—

“50D. 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, for the purpose 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.”.

18. In section 54B of the Income-tax Act, in sub-section (1), for the words “the assessee or a parent of his”, the
words “the assessee being an individual or his parent, or a Hindu undivided family” shall be substituted with
effect from the 1st day of April, 2013.

19. After section 54GA of the Income-tax Act, the following section shall be inserted with effect from the 1st
day of April, 2013, namely:—

‘54GB. (1) Where,—
(i) the capital gain arises from the transfer of a long-term capital asset, being a residential property (a house or

a plot of land), owned by the eligible assessee (herein referred to as the assessee); and
(ii) the assessee, before the due date of furnishing of return of income under sub-section (1) of section 139,

utilises the net consideration for subscription in the equity shares of an eligible company (herein referred to as the
company); and 

(iii) the company has, within one year from the date of subscription in equity shares by the assessee, utilised
this amount for purchase of new asset, 

then, instead of the capital gain being charged to income-tax as the income of the previous year in which the
transfer takes place, it shall be dealt with in accordance with the following provisions of this section, that is to
say,—

(a) if the amount of the net consideration is greater than the cost of the new asset, then, so much of the capital
gain as it 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 charged under section 45 as the income of the previous year; or

(b) if the amount of the net consideration is equal to or less than the cost of the new asset, the capital gain shall
not be charged under section 45 as the income of the previous year.

(2) The amount of the net consideration, which has been received by the company for issue of shares to the
assessee, to the extent it is not utilised by the company for the purchase of the new asset before the due date of
furnishing of the return of income by the assessee under section 139, shall be deposited by the company, before
the said due date in an account in any such bank or institution as may be specified and shall be utilised in
accordance with any scheme which the Central Government may, by notification in the Official Gazette, frame in
this behalf and the return furnished by the assessee shall be accompanied by proof of such deposit having been
made.

(3) For the purposes of sub-section (1), the amount, if any, already utilised by the company for the purchase of
the new asset together with the amount deposited under sub-section (2) shall be deemed to be the cost of the new
asset:

Provided that if the amount so deposited is not utilised, wholly or partly, for the purchase of the new asset
within the period specified in sub-section (1), then,—

(i) the amount by which—
(a) the amount of capital gain arising from the transfer of the residential property not charged under section

45 on the basis of the cost of the new asset as provided in sub-section (1), 
exceeds—
(b) the amount that would not have been so charged had the amount actually utilised for the purchase of the

new asset within the period specified in sub-section (1) been the cost of the new asset,
shall be charged under section 45 as income of the assessee for the previous year in which the period of one

year from the date of the subscription in equity shares by the assessee expires; and
(ii) the company shall be entitled to withdraw such amount in accordance with the scheme.
(4) If the equity shares of the company or the new asset acquired by the company are sold or otherwise

transferred within a period of five years from the date of their acquisition, the amount of capital gain arising from
the transfer of the residential property not charged under section 45 as provided in sub-section (1) shall be
deemed to be the income of the assessee chargeable under the head “capital gains” of the previous year in which
such equity shares or such new asset are sold or otherwise transferred, in addition to taxability of gains, arising on
account of transfer of shares or of the new asset, in the hands of the assessee or the company, as the case may be.

(5) The provisions of this section shall not apply to any transfer of residential property made after the 31st day
of March, 2017.

(6) For the purposes of this section,—
(a) “eligible assessee” means an individual or a Hindu undivided family;
(b) “eligible company” means a company which fulfils the following conditions, namely:—
(i) it is a company incorporated in India during the period from the 1st day of April of the previous year

relevant to the assessment year in which the capital gain arises to the due date of furnishing of return of income
under sub-section (1) of section 139 by the assessee;

(ii)  it is engaged in the business of manufacture of an article or a thing;
(iii) it is a company in which the assessee has more than fifty per cent. share capital or more than fifty per

cent. voting rights after the subscription in shares by the assessee; and 
(iv) it is a company which qualifies to be a small or medium enterprise under the Micro, Small and Medium

Enterprises Act, 2006;
(c) “net consideration” shall have the meaning assigned to it in the Explanation to section 54F;
(d) “new asset” means new plant and machinery but does not include—
(i) any machinery or plant which, before its installation by the assessee, was used either within or outside

India by any other person;
(ii) any machinery or plant installed in any office premises or any residential accommodation, including

accommodation in the nature of a guest-house; 
(iii) any office appliances including computers or computer software; 
(iv) any vehicle; or
(v) 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 “Profits and gains of business or
profession” of any previous year.’.

20. In section 55A of the Income-tax Act, in clause (a), for the words “is less than its fair market value”, the
words “is at variance with its fair market value” shall be substituted with effect from the 1st day of July, 2012.

21. In section 56 of the Income-tax Act, in sub-section (2),—
(A) in clause (vii), in the Explanation, for clause (e), the following clause shall be substituted and shall be

deemed to have been substituted with effect from the 1st day of October, 2009, namely:—

‘(e) “relative” means,—
(i) in case of an individual—
(A) spouse of the individual;
(B) brother or sister of the individual;
(C) brother or sister of the spouse of the individual;
(D) brother or sister of either of the parents of the individual;
(E) any lineal ascendant or descendant of the individual;
(F) any lineal ascendant or descendant of the spouse of the individual;
(G) spouse of the person referred to in items (B) to (F); and
(ii) in case of a Hindu undivided family, any member thereof;’;
(B) after clause (viia), the following shall be inserted with effect from the 1st day of April, 2013, namely:—
‘(viib) where a company, not being a company in which the public are substantially interested, receives, in

any previous year, from any person being a resident, any consideration for issue of shares that exceeds the face
value of such shares, the aggregate consideration received for such shares as exceeds the fair market value of the
shares:

Provided that this clause shall not apply where the consideration for issue of shares is received by a venture
capital undertaking from a venture capital company or a venture capital fund.

Explanation.—For the purposes of this clause,—
(a) the fair market value of the shares shall be the value—
(i) as may be determined in accordance with such method as may be prescribed; or
(ii) as may be substantiated by the company to the satisfaction of the Assessing Officer, based on the value, on

the date of issue of shares, of its assets, including intangible assets being goodwill, know-how, patents, copyrights,
trademarks, licences, franchises or any other business or commercial rights of similar nature, 

whichever is higher;
(b) “venture capital company”, “venture capital fund” and “venture capital undertaking” shall have the

meanings respectively assigned to them in clause (a), clause (b) and clause (c) of Explanation 1 to clause (23FB) of
section 10;’.

22. In section 68 of the Income-tax Act, the following provisos shall be inserted with effect from the 1st day of
April, 2013, namely:—

“Provided that where the assessee is a company, (not being a company in which the public are substantially
interested) and the sum so credited consists of share application money, share capital, share premium or any such
amount by whatever name called, any explanation offered by such assessee-company shall be deemed to be not
satisfactory, unless—

(a) the person, being a resident in whose name such credit is recorded in the books of such company also
offers an explanation about the nature and source of such sum so credited; and 

(b) such explanation in the opinion of the Assessing Officer aforesaid has been found to be satisfactory:
Provided further that nothing contained in the first proviso shall apply if the person, in whose name the sum

referred to therein is recorded, is a venture capital fund or a venture capital company as referred to in clause
(23FB) of section 10.”.

23. In section 80A of the Income-tax Act, in sub-section (6), in the Explanation, after clause (ii), the following
clause shall be inserted with effect from the 1st day of April, 2013, namely:—

“(iii) in relation to any goods or services sold, supplied or acquired means the arm’s length price as defined in
clause (ii) of section 92F of such goods or services, if it is a specified domestic transaction referred to in section
92BA.”.

24. In section 80C of the Income-tax Act, with effect from the 1st day of April, 2013,—
(i) in sub-section (3), for the words “insurance policy other than a contract for a deferred annuity”, the words,

figures and letters “insurance policy, other than a contract for a deferred annuity, issued on or before the 31st day
of March, 2012,” shall be substituted;

(ii) after sub-section (3), the following shall be inserted, namely:—
‘(3A) The provisions of sub-section (2) shall apply only to so much of any premium or other payment made on

an insurance policy, other than a contract for a deferred annuity, issued on or after the 1st day of April, 2012 as is
not in excess of ten per cent. of the actual capital sum assured.

Explanation.—For the purposes of this sub-section, “actual capital sum assured” in relation to a life insurance
policy shall mean the minimum amount assured under the policy on happening of the insured event at any time
during the term of the policy, not taking into account—

(i) the value of any premium agreed to be returned; or
(ii) any benefit by way of bonus or otherwise over and above the sum actually assured, which is to be or may

be received under the policy by any person.’.
25. In section 80D of the Income-tax Act, with effect from the 1st day of April, 2013,—
(a) in sub-section (1), for the words “, other than cash,”, the words, brackets, figure and letter “as specified in

sub-section (2B),” shall be substituted;
(b) in sub-section (2),—
(A) in clause (a), after the words “the Central Government Health Scheme”, the words “or any payment made

on account of preventive health check-up of the assessee or his family” shall be inserted;   
(B) in clause (b), after the words “parents of the assessee”, the words “or any payment made on account of

preventive health check-up of the parent or parents of the assessee” shall be inserted;
(c) after sub-section (2), the following sub-sections shall be inserted, namely:—
“(2A) Where the amounts referred to in clauses (a) and (b) of sub-section (2) are paid on account of preventive

health check-up, the deduction for such amounts shall be allowed to the extent it does not exceed in the aggregate
five thousand rupees.

(2B) For the purposes of deduction under sub-section (1), payment shall be made by—
(i) any mode, including cash, in respect of any sum paid on account of preventive health check-up;
(ii) any mode other than cash in all other cases not falling under clause (i).”;
(d) in sub-section (4), in the Explanation, for the words “sixty-five years”, the words “sixty years” shall be

substituted.
26. In section 80DDB of the Income-tax Act, in the Explanation, in clause (iv), for the words 
“sixty-five years”, the words “sixty years” shall be substituted with effect from the 1st day of April, 2013.
27. In section 80G of the Income-tax Act, after sub-section (5C), the following sub-section shall be inserted

with effect from the 1st day of April, 2013, namely:—
“(5D) No deduction shall be allowed under this section in respect of donation of any sum exceeding ten

thousand rupees unless such sum is paid by any mode other than cash.”.
28. In section 80GGA of the Income-tax Act, after sub-section (2), the following sub-section shall be inserted

with effect from the 1st day of April, 2013, namely:—
“(2A) No deduction shall be allowed under this section in respect of any sum exceeding ten thousand rupees

unless such sum is paid by any mode other than cash.”.
29. In section 80-IA of the Income-tax Act, with effect from the 1st day of April, 2013,—
(a) in sub-section (4), in clause (iv), for the words, figures and letters “the 31st day of March, 2012”, wherever

they occur, the words, figures and letters “the 31st day of March, 2013” shall  respectively be substituted;
(b) in sub-section (8), for the Explanation, the following Explanation shall be substituted, namely:—
‘Explanation.—For the purposes of this sub-section, “market value”, in relation to any goods or services,

means—
(i) the price that such goods or services would ordinarily fetch in the open market; or
(ii) the arm’s length price as defined in clause (ii) of section 92F, where the transfer of such goods or services

is a specified domestic transaction referred to in section 92BA.’;
(c) in sub-section (10), the following proviso shall be inserted, namely:—
“Provided that in case the aforesaid arrangement involves a specified domestic transaction referred to in

section 92BA, the amount of profits from such transaction shall be determined having regard to arm’s length price
as defined in clause (ii) of section 92F.”.

30. In Chapter VI-A of the Income-tax Act, after Part C, the following Part shall be inserted with effect from the
1st day of April, 2013, namely:—

‘CA.— Deductions in respect of other incomes
80TTA. (1) Where the gross total income of an assessee, being an individual or a Hindu undivided family,

includes any income  by way of interest on deposits (not being time deposits) in a savings account with—
(a) a banking company to which the Banking Regulation Act, 1949, applies (including any bank or banking

institution referred to in section 51 of that Act);
(b) a co-operative society engaged in carrying on the business of banking (including a 
co-operative land mortgage bank or a co-operative land development bank); or 
(c) a Post Office as defined in clause (k) of section 2 of the Indian Post Office Act, 1898,
there shall, in accordance with and subject to the provisions of this section, be allowed, in computing the total

income of the assessee a deduction as specified hereunder, namely:—
(i) in a case where the amount of such income does not exceed in the aggregate ten thousand rupees, the

whole of such amount; and
(ii) in any other case, ten thousand rupees.
(2) Where the income referred to in this section is derived from any deposit in a savings account held by, or on

behalf of, a firm, an association of persons or a body of individuals, no deduction shall be allowed under this
section in respect of such income in computing the total income of any partner of the firm or any member of the
association or any individual of the body.

Explanation.—For the purposes of this section, “time deposits” means the deposits repayable on expiry of
fixed periods.’.

31. In section 90 of the Income-tax Act,—
(a) after sub-section (2), the following sub-section shall be inserted with effect from the 1st day of April, 2013,

namely:—
“(2A) Notwithstanding anything contained in sub-section (2), the provisions of Chapter X-A of the Act shall

apply to the assessee, even if such provisions are not beneficial to him.”;
(b) after sub-section (3) and before Explanation 1, the following sub-section shall be inserted  with effect from

the 1st day of April, 2013, namely:—
“(4) An assessee, not being a resident, to whom an agreement referred to in sub-section (1) applies, shall not

be entitled to claim any relief under such agreement unless a certificate, containing such particulars as may be
prescribed, of his being a resident in any country outside India or specified territory outside India, as the case may
be, is obtained by him from the Government of that country or specified territory.”;

(c) after Explanation 2, the following Explanation shall be inserted and shall be deemed to have been inserted
with effect from the 1st day of October, 2009, namely:––

“Explanation 3.––For the removal of doubts, it is hereby declared that where any term is used in any
agreement entered into under sub-section (1) and not defined under the said agreement or the Act, but is assigned
a meaning to it in the notification issued under 

sub-section (3) and the notification issued thereunder being in force, then, the meaning assigned to such
term shall be deemed to have effect from the date on which the said agreement came into force.”;

32. In section 90A of the Income-tax Act,—
(a) after sub-section (2), the following sub-section shall be inserted with effect from the 1st day of April, 2013,

namely:—
“(2A) Notwithstanding anything contained in sub-section (2), the provisions of Chapter X-A of the Act shall

apply to the assessee, even if such provisions are not beneficial to him.”;
(b) after sub-section (3) and before Explanation 1, the following sub-section shall be inserted  with effect from

the 1st day of April, 2013, namely:—
“(4) An assessee, not being a resident, to whom the agreement referred to in sub-section (1) applies, shall not

be entitled to claim any relief under such agreement unless a certificate, containing such particulars as may be
prescribed, of his being a resident in any specified territory outside India, is obtained by him from the
Government of that specified territory.”;

(c) after Explanation 2, the following Explanation shall be inserted and shall be deemed to have been inserted
with effect from the 1st  day of June, 2006, namely:—

“Explanation 3.—For the removal of doubts, it is hereby declared that where any term is used in any
agreement entered into under sub-section (1) and not defined under the said agreement or the Act, but  is
assigned a meaning to it in the notification issued under 

sub-section (3) and the notification issued thereunder being in force, then, the meaning assigned to such
term shall be deemed to have effect from the date on which the said agreement came into force.”.

33. In section 92 of the Income-tax Act, with effect from the 1st day of April, 2013,— 
(a) in sub-section (2), for the words “international transaction”, the words “international transaction or

specified domestic transaction” shall be substituted;
(b) after sub-section (2), the following sub-section shall be inserted, namely:—
“(2A) Any allowance for an expenditure or interest or allocation of any cost or expense or any income in

relation to the specified domestic transaction shall be computed having regard to the arm’s length price.”;
(c) in sub-section (3),— 
(i) for the words “international transaction”, the words “international transaction or specified domestic

transaction” shall be substituted.
(ii) for the word, brackets and figure “sub-section (1)”, the words, brackets, figures and letter “sub-section (1)

or sub-section (2A)” shall be substituted;
(iii) for the words “that sub-section”, the words, brackets, figures and letter “sub-section (1) or sub-section

(2A)” shall be substituted;
(iv) after the word, brackets and figure “sub-section (2)”, the words, brackets, figure and letter “or sub-section

(2A)” shall be inserted.
34. In section 92B of the Income-tax Act, after sub-section (2), the following Explanation shall be inserted and

shall be deemed to have been inserted with effect from the 1st day of April, 2002, namely:—
‘Explanation.—For the removal of doubts, it is hereby clarified that—
(i) the expression “international transaction” shall include—
(a) the purchase, sale, transfer, lease or use of tangible property including building, transportation vehicle,

machinery, equipment, tools, plant, furniture, commodity or any other article, product or thing;
(b) the purchase, sale, transfer, lease or use of intangible property, including the transfer of ownership or the

provision of use of rights regarding land use, copyrights, patents, trademarks, licences, franchises, customer list,
marketing channel, brand, commercial secret, know-how, industrial property right, exterior design or practical
and new design or any other business or commercial rights of similar nature;

(c) capital financing, including any type of long-term or short-term borrowing, lending or guarantee,
purchase or sale of marketable securities or any type of advance, payments or deferred payment or receivable or
any other debt arising during the course of business; 

(d) provision of services, including provision of market research, market development, marketing
management, administration, technical service, repairs, design, consultation, agency, scientific research, legal or
accounting service;

(e) a transaction of business restructuring or reorganisation, entered into by an enterprise with an associated
enterprise, irrespective of the fact that it has bearing on the profit, income, losses or assets of such enterprises at
the time of the transaction or at any future date;

(ii) the expression “intangible property” shall include—
(a) marketing related intangible assets, such as, trademarks, trade names, brand names, logos;
(b) technology related intangible assets, such as, process patents, patent applications, technical

documentation such as laboratory notebooks, technical know-how;
(c) artistic related intangible assets, such as, literary works and copyrights, musical compositions, copyrights,

maps, engravings;
(d) data processing related intangible assets, such as, proprietary computer software, software copyrights,

automated databases, and integrated circuit masks and masters;
(e) engineering related intangible assets, such as, industrial design, product patents, trade secrets,

engineering drawing and schematics, blueprints, proprietary documentation;
(f) customer related intangible assets, such as, customer lists, customer contracts, customer relationship,

open purchase orders;
(g) contract related intangible assets, such as, favourable supplier, contracts, licence agreements, franchise

agreements, non-compete agreements;
(h) human capital related intangible assets, such as, trained and organised work force, employment

agreements, union contracts;
(i) location related intangible assets, such as, leasehold interest, mineral exploitation rights, easements, air

rights, water rights;
(j) goodwill related intangible assets, such as, institutional goodwill, professional practice goodwill, personal

goodwill of professional, celebrity goodwill, general business going concern value;
(k) methods, programmes, systems, procedures, campaigns, surveys, studies, forecasts, estimates, customer

lists, or technical data; 
(l) any other similar item that derives its value from its intellectual content rather than its physical attributes.’.
35. After section 92B of the Income-tax Act, the following section shall be inserted with effect from the 1st day

of April, 2013, namely:—
‘92BA. For the purposes of this section and sections 92, 92C, 92D and 92E, “specified domestic transaction” in

case of an assessee means any of the following transactions, not being an international transaction, namely:— 
(i) any expenditure in respect of which payment has been made or is to be made to a person referred to in

clause (b) of sub-section (2) of section 40A;

THE FINANCE BILL 2012-13 >



(ii) any transaction referred to in section 80A;
(iii) any transfer of goods or services referred to in sub-section (8) of section 80-IA;
(iv) any business transacted between the assessee and other person as referred to in 
sub-section (10) of section 80-IA;
(v) any transaction, referred to in any other section under Chapter VI-A or section 10AA, to which provisions

of sub-section (8) or sub-section (10) of section 80-IA are applicable; or
(vi) any other transaction as may be prescribed,
and where the aggregate of such transactions entered into by the assessee in the previous year exceeds a sum

of five crore rupees.’.
36. In section 92C of the Income-tax Act,—
(a) in sub-section (2),—
(i) in the second proviso, for the words “does not exceed such percentage of latter as may be notified”, the

words “does not exceed such percentage not exceeding three per cent. of the latter, as may be notified” shall be
substituted with effect from the 1st day of April, 2013;

(ii) after the second proviso, the following Explanation shall be inserted and shall be deemed to have been
inserted with effect from the 1st day of October, 2009, namely:—

“Explanation.—For the removal of doubts, it is hereby clarified that the provisions of the second proviso shall
also be applicable to all assessment or reassessment proceedings pending before an Assessing Officer as on the 1st
day of October, 2009.”;

(b) after sub-section (2), the following sub-section shall be inserted and shall be deemed to have been inserted
with effect from the 1st day of April, 2002, namely:—

“(2A) Where the first proviso to sub-section (2) as it stood before its amendment by the Finance (No. 2) Act,
2009, is applicable in respect of an international transaction for an assessment year and the variation between the
arithmetical mean referred to in the said proviso and the price at which such transaction has actually been
undertaken exceeds five per cent. of the arithmetical mean, then, the assessee shall not be entitled to exercise the
option as referred to in the said proviso.”;

(c) after sub-section (2A) as so inserted, the following sub-section shall be inserted with effect from the 1st day
of July, 2012, namely:—

“(2B) Nothing contained in sub-section (2A) shall empower the Assessing Officer either to assess or reassess
under section 147 or pass an order enhancing the assessment or reducing a refund already made or otherwise
increasing the liability of the assessee under section 154 for any assessment year the proceedings of which have
been completed before the 1st day of October, 2009.”.

37. In sections 92C, 92D and section 92E of Chapter X of the Income-tax Act, for the words “international
transaction” wherever they occur, the words “international transaction or specified domestic transaction” shall
respectively be substituted with effect from the 1st day of April, 2013.

38. In section 92CA of the Income-tax Act,—
(a) in sub-sections (1), (2) and (3), for the words “international transaction”, wherever they occur, the words

“international transaction or specified domestic transaction” shall respectively be substituted with effect from
the 1st day of April, 2013;

(b) after sub-section (2A), the following sub-section shall be inserted and shall be deemed to have been
inserted with effect from the 1st day of June, 2002, namely:—

“(2B) Where in respect of an international transaction, the assessee has not furnished the report under section
92E and such transaction comes to the notice of the Transfer Pricing Officer during the course of the proceeding
before him, the provisions of this Chapter shall apply as if such transaction is an international transaction referred
to him under sub-section (1).”.

(c) after sub-section (2B), as so inserted, the following sub-section shall be inserted with effect from the 1st day
of July, 2012, namely:—

“(2C) Nothing contained in sub-section (2B) shall empower the Assessing Officer either to assess or reassess
under section 147 or pass an order enhancing the assessment or reducing a refund already made or otherwise
increasing the liability of the assessee under section 154, for any assessment year, proceedings for which have
been completed before the 1st day of July, 2012.”.

39. After section 92CB of the Income-tax Act, the following sections shall be inserted with effect from the 1st
day of July, 2012, namely:—

‘92CC. (1) The Board, with the approval of the Central Government, may enter into an advance pricing
agreement with any person, determining the arm’s length price or specifying the manner in which arm’s length
price is to be determined, in relation to an international transaction to be entered into by that person.

(2) The manner of determination of arm’s length price referred to in sub-section (1), may include the methods
referred to in sub-section (1) of section 92C or any other method, with such adjustments or variations, as may be
necessary or expedient so to do.

(3) Notwithstanding anything contained in section 92C or section 92CA, the arm’s length price of any
international transaction, in respect of which the advance pricing agreement has been entered into, shall be
determined in accordance with the advance pricing agreement so entered.

(4) The agreement referred to in sub-section (1) shall be valid for such period not exceeding five consecutive
previous years as may be specified in the agreement.

(5) The advance pricing agreement entered into shall be binding—
(a) on the person in whose case, and in respect of the transaction in relation to which, the agreement has been

entered into; and
(b) on the Commissioner, and the income-tax authorities subordinate to him, in respect of the said person

and the said transaction.
(6) The agreement referred to in sub-section (1) shall not be binding if there is a change in law or facts having

bearing on the agreement so entered.
(7) The Board may, with the approval of the Central Government, by an order, declare an agreement to be void

ab initio, if it finds that the agreement has been obtained by the person by fraud or misrepresentation of facts.
(8) Upon declaring the agreement void ab initio,—
(a) all the provisions of the Act shall apply to the person as if such agreement had never been entered into; and
(b) notwithstanding anything contained in the Act, for the purpose of computing any period of limitation

under this Act, the period beginning with the date of such agreement and ending on the date of order under sub-
section (7) shall be excluded:

Provided that where immediately after the exclusion of the aforesaid period, the period of limitation, referred
to in any provision of this Act, is less than sixty days, such remaining period shall be extended to sixty days and
the aforesaid period of limitation shall be deemed to be extended accordingly.

(9) The Board may, for the purposes of this section, prescribe a scheme specifying therein the manner, form,
procedure and any other matter generally in respect of the advance pricing agreement.

(10) Where an application is made by a person for entering into an agreement referred to in 
sub-section (1), the proceeding shall be deemed to be pending in the case of the person for the purposes of the

Act.
92CD. (1) Notwithstanding anything to the contrary contained in section 139, where any person  has entered

into an agreement and prior to the date of entering into the agreement, any return of income has been furnished
under the provisions of section 139 for any assessment year relevant to a previous year to which such agreement
applies, such person shall furnish, within a period of three months from the end of the month in which the said
agreement was entered into, a modified return in accordance with and limited to the agreement. 

(2) Save as otherwise provided in this section, all other provisions of this Act shall apply accordingly as if the
modified return is a return furnished under section 139.

(3) If the assessment or reassessment proceedings for an assessment year relevant to a previous year to which
the agreement applies have been completed before the expiry of period allowed for furnishing of modified return
under sub-section (1), the Assessing Officer shall, in a case where modified return is filed in accordance with the
provisions of sub-section (1), proceed to assess or reassess or recompute the total income of the relevant
assessment year having regard to and in accordance with the agreement.

(4) Where the assessment or reassessment proceedings for an assessment year relevant to the previous year to
which the agreement applies are pending on the date of filing of modified return in accordance with the
provisions of sub-section (1), the Assessing Officer shall proceed to complete the assessment or reassessment
proceedings in accordance with the agreement taking into consideration the modified return so furnished.

(5) Notwithstanding anything contained in section 153 or section 153B or section 144C,—
(a) the order of assessment, reassessment or recomputation of total income under 
sub-section (3) shall be passed within a period of one year from the end of the financial year in which the

modified return under sub-section (1) is furnished;
(b) the period of limitation as provided in section 153 or section 153B or section 144C for completion of

pending assessment or reassessment proceedings referred to in sub-section (4) shall be extended by a period of
twelve months.

(6) For the purposes of this section,—
(i) “agreement” means an agreement referred to in sub-section (1) of section 92CC;
(ii) the assessment or reassessment proceedings for an assessment year shall be deemed to have been

completed where—
(a) an assessment or reassessment order has been passed; or
(b) no notice has been issued under sub-section (2) of section 143 till the expiry of the limitation period

provided under the said section.’.
40. After Chapter X of the Income-tax Act, the following Chapter shall be inserted with effect from the 1st day

of April, 2013, namely:—
CHAPTER X-A

GENERAL ANTI-AVOIDANCE RULE
95. Notwithstanding anything contained in the Act, an arrangement entered into by an assessee may be

declared to be an impermissible avoidance arrangement and the consequence in relation to tax arising therefrom
may be determined subject to the provisions of this Chapter.

Explanation.—For the removal of doubts, it is hereby declared that the provisions of this Chapter may be
applied to any step in, or a part of, the arrangement as they are applicable to the arrangement.

96. (1) An impermissible avoidance arrangement means an arrangement, the main purpose or one of the
main purposes of which is to obtain a tax benefit and it—

(a) creates rights, or obligations, which are not ordinarily created between persons dealing at arm’s length;
(b) results, directly or indirectly, in the misuse, or abuse, of the provisions of this Act;
(c) lacks commercial substance or is deemed to lack commercial substance under section 97, in whole or in

part; or
(d) is entered into, or carried out, by means, or in a manner, which are not ordinarily employed for bona fide

purposes.
(2) An arrangement which results in any tax benefit (but for the provisions of this Chapter) shall be presumed

to have been entered into, or carried out, for the main purpose of obtaining a tax benefit unless the person
obtaining the tax benefit proves that obtaining the tax benefit was not the main purpose of the arrangement.

(3) An arrangement shall be presumed to have been entered into, or carried out, for the main purpose of
obtaining a tax benefit, if the main purpose of a step in, or a part of, the arrangement is to obtain a tax benefit,
notwithstanding the fact that the main purpose of the whole arrangement is not to obtain a tax benefit.

97. (1) An arrangement shall be deemed to lack commercial substance if—
(a) the substance or effect of the arrangement as a whole, is inconsistent with, or differs significantly from, the

form of its individual steps or a part; or
(b) it involves or includes—
(i) round trip financing;
(ii) an accommodating party;
(iii) elements that have effect of offsetting or cancelling each other; or
(iv) a transaction which is conducted through one or more persons and disguises the value, location, source,

ownership or control of funds which is the subject matter of such transaction; or
(c) it involves the location of an asset or of a transaction or of the place of residence of any party which would

not have been so located for any substantial commercial purpose other than obtaining a tax benefit (but for the
provisions of this Chapter) for a party.

(2) For the purposes of sub-section (1), round trip financing includes any arrangement in which, through a
series of transactions—

(a) funds are transferred among the parties to the arrangement; and
(b) such transactions do not have any substantial commercial purpose other than obtaining the tax benefit

(but for the provisions of this Chapter),
without having any regard to—
(A) whether or not the funds involved in the round trip financing can be traced to any funds transferred to, or

received by, any party in connection with the arrangement;
(B) the time, or sequence, in which the funds involved in the round trip financing are transferred or received;

or
(C) the means by, or manner in, or mode through, which funds involved in the round trip financing are

transferred or received.
(3) For the purposes of this Chapter, a party to an arrangement shall be an accommodating party, if the main

purpose of the direct or indirect participation of that party in the arrangement, in whole or in part, is to obtain,
directly or indirectly, a tax benefit (but for the provisions of this Chapter) for the assessee whether or not the party
is a connected person in relation to any party to the arrangement.

(4) The following shall not be taken into account while determining whether an arrangement lacks
commercial substance or not, namely:—

(i) the period or time for which the arrangement (including operations therein) exists;
(ii) the fact of payment of taxes, directly or indirectly, under the arrangement;
(iii) the fact that an exit route (including transfer of any activity or business or operations) is provided by the

arrangement.
98. (1) If an arrangement is declared to be an impermissible avoidance arrangement, then the consequences,

in relation to tax, of the arrangement, including denial of tax benefit or a benefit under a tax treaty, shall be
determined, in such manner as is deemed appropriate, in the circumstances of the case, including by way of but
not limited to the following, namely:—

(a) disregarding, combining or recharacterising any step in, or a part or whole of, the impermissible avoidance
arrangement;

(b) treating the impermissible avoidance arrangement as if it had not been entered into or carried out;
(c) disregarding any accommodating party or treating any accommodating party and any other party as one

and the same person;
(d) deeming persons who are connected persons in relation to each other to be one and the same person for

the purposes of determining tax treatment of any amount;
(e) reallocating amongst the parties to the arrangement—
(i) any accrual, or receipt, of a capital or revenue nature; or
(ii) any expenditure, deduction, relief or rebate; 
(f) treating—
(i) the place of residence of any party to the arrangement; or
(ii) the situs of an asset or of a transaction,
at a place other than the place of residence, location of the asset or location of the transaction as provided

under the arrangement; or
(g) considering or looking through any arrangement by disregarding any corporate structure.
(2) For the purposes of sub-section (1),—
(i) any equity may be treated as debt or vice versa;
(ii) any accrual, or receipt, of a capital nature may be treated as of revenue nature or 
vice versa; or
(iii) any expenditure, deduction, relief or rebate may be recharacterised.
99. For the purposes of this Chapter, in determining whether a tax benefit exists—
(i) the parties who are connected persons in relation to each other may be treated as one and the same person;
(ii) any accommodating party may be disregarded;
(iii) such accommodating party and any other party may be treated as one and the same person;
(iv) the arrangement may be considered or looked through by disregarding any corporate structure.
100. The provisions of this Chapter shall apply in addition to, or in lieu of, any other basis for determination

of tax liability.
101. The provisions of this Chapter shall be applied in accordance with such guidelines and subject to such

conditions and the manner as may be prescribed.
102. In this Chapter, unless the context otherwise requires,—
(1) “arrangement” means any step in, or a part or whole of, any transaction, operation, scheme, agreement or

understanding, whether enforceable or not, and includes the alienation of any property in such transaction,
operation, scheme, agreement or understanding;

(2) “asset” includes property, or right, of any kind;
(3) “associated person”, in relation to a person, means—
(a) any relative of the person, if the person is an individual;
(b) any director of the company or any relative of such director, if the person is a company;
(c) any partner or member of a firm or association of persons or body of individuals or any relative of such

partner or member if the person is a firm or association of persons or body of individuals;
(d) any member of the Hindu undivided family or any relative of such member, if the person is a Hindu

undivided family;
(e) any individual who has a substantial interest in the business of the person or any relative of such

individual;
(f) a company, firm or an association of persons or a body of individuals, whether incorporated or not, or a

Hindu undivided family having a substantial interest in the business of the person or any director, partner, or
member of the company, firm or association of persons or body of individuals or family, or any relative of such
director, partner or member;

(g) a company, firm or association of persons or body of individuals, whether incorporated or not, or a Hindu
undivided family, whose director, partner, or member have a substantial interest in the business of the person, or
family or any relative of such director, partner or member;

(h) any other person who carries on a business, if—
(i) the person being an individual, or any relative of such person, has a substantial interest in the business of

that other person; or
(ii) the person being a company, firm, association of persons, body of individuals, whether incorporated or

not, or a Hindu undivided family, or any director, partner or member of such company, firm or association of
persons or body of individuals or family, or any relative of such director, partner or member, has a substantial
interest in the business of that other person;

(4) “benefit” includes a payment of any kind whether in tangible or intangible form;
(5) “connected person” means any person who is connected directly or indirectly to another person and

includes associated person;
(6) “fund” includes—
(a) any cash;
(b) cash equivalents; and
(c) any right, or obligation, to receive, or pay, the cash or cash equivalent;
(7) “party” means any person including a permanent establishment which participates or takes part in an

arrangement;
(8) “relative” shall have the meaning assigned to it in the Explanation to clause (vi) of 
sub-section (2) of section 56;
(9) a person shall be deemed to have a substantial interest in the business, if—
(a) in a case where the business is carried on by a company, such person is, at any time during the financial

year, the beneficial owner of equity shares carrying twenty per cent. or more, of the voting power; or
(b) in any other case, such person is, at any time during the financial year, beneficially entitled to twenty per

cent. or more, of the profits of such business;
(10) “step” includes a measure or an action, particularly one of a series taken in order to deal with or achieve

a particular thing or object in the arrangement;
(11) “tax benefit” means—
(a) a reduction or avoidance or deferral of tax or other amount payable under this Act; or
(b) an increase in a refund of tax or other amount under this Act; or
(c) a reduction or avoidance or deferral of tax or other amount that would be payable under this Act, as a result

of a tax treaty; or
(d) an increase in a refund of tax or other amount under this Act as a result of a tax treaty; or
(e) a reduction in total income including increase in loss,
in the relevant previous year or any other previous year.
(12) “tax treaty” means an agreement referred to in sub-section (1) of section 90 or 
sub-section (1) of section 90A.’.
41. In section 111A of the Income-tax Act, in sub-section (1), in the proviso, for the words “ten per cent.”, the

words “fifteen per cent.” shall be substituted and shall be deemed to have been substituted with effect from the 1st
day of April, 2009.

42. In section 115A of the Income-tax Act, with effect from the 1st day of July, 2012, in sub-section (1), in clause
(a),—

(a)  in sub-clause (ii), for the word, brackets, figures and letter “clause (iia)”, the words, brackets, figures and
letters “sub-clause (iia) or sub-clause (iiaa)” shall be substituted;

(b) after sub-clause (iia), the following sub-clause shall be inserted, namely:—
“(iiaa) interest of the nature and extent referred to in section 194LC; or”;
(c)  in item (BA), after the word, brackets, figures and letter “sub-clause (iia)”, the words, brackets, figures and

letters “or sub-clause (iiaa)” shall be inserted;
(d) in item (D), after the word, brackets, figures and letter “sub-clause (iia)”, the word, brackets, figures and

letters “, sub-clause (iiaa)” shall be inserted.
43. In section 115BBA of the Income-tax Act, with effect from the 1st day of April, 2013,—
(a)  in sub-section (1),—
(i) in clause (b), the word “; or” shall be inserted at the end;
(ii) after clause (b), and before the words “the income-tax payable by the assessee”, the following clause shall

be inserted, namely:—
“(c) being an entertainer, who is not a citizen of India and is a non-resident, includes any income received or

receivable from his performance in India,”;
(iii) for the words, brackets and letters “clause (a) or clause (b)”, wherever they occur, the words, brackets and

letters “clause (a) or clause (b) or clause (c)” shall respectively be substituted;
(iv) after the words “the income-tax payable by the assessee shall be the aggregate of—”, in clause (i), for the

words “ten per cent.”, the words “twenty per cent.” shall be substituted;
(b) in sub-section (2), in clause (a), for the words, brackets and letters “clause (a) or clause (b)”, the words,

brackets and letters “clause (a) or clause (b) or clause (c)” shall be substituted.
44. In section 115BBD of the Income-tax Act, in sub-section (1), after the words, figures and letters “the 1st day

of April, 2012”, the words, figures and letters “or beginning on the 1st day of April, 2013” shall be inserted with
effect from the 1st day of April, 2013.

45. After section 115BBD of the Income-tax Act, the following section shall be inserted with effect from the 1st
day of April, 2013, namely:—

“115BBE. (1) Where the total income of an assessee includes any income referred to in section 68, section 69,
section 69A, section 69B, section 69C or section 69D, the income-tax payable shall be the aggregate of—

(a) the amount of income-tax calculated on income referred to in section 68, section 69, section 69A, section
69B, section 69C or section 69D, at the rate of thirty per cent.; and

(b) the amount of income-tax with which the assessee would have been chargeable had his total income been
reduced by the amount of income referred to in clause (a).

(2) Notwithstanding anything contained in this Act, no deduction in respect of any expenditure or allowance
shall be allowed to the assessee under any provision of this Act in computing his income referred to in clause (a)
of sub-section (1).”.

46. In section 115JB of the Income-tax Act, in sub-section (2), with effect from the 1st day of April, 2013,—
(i) for the portion beginning with the words “Every assessee,” and ending with the words and  figures “the

Companies Act, 1956:”, the following shall be substituted, namely:—
“Every assessee,—
(a) being a company, other than a company referred to in clause (b), shall, for the purposes of this section,

prepare its profit and loss account for the relevant previous year in accordance with the provisions of Part II of
Schedule VI to the Companies Act, 1956; or

(b) being a company, to which the proviso to sub-section (2) of section 211 of the Companies Act, 1956 is
applicable, shall, for the purposes of this section, prepare its profit and loss account for the relevant previous year
in accordance with the provisions of the Act governing such company:”;

(ii) in Explanation 1, after clause (i), for the words, brackets and letters “if any amount referred to in clauses (a)
to (i) is debited to the profit and loss account, and as reduced by,—”, the following shall be substituted, namely:—

“(j) the amount standing in revaluation reserve relating to revalued asset on the retirement or disposal of such
asset,

if any amount referred to in clauses (a) to (i) is debited to the profit and loss account or if any amount referred
to in clause (j) is not credited to the profit and loss account, and as reduced by,—”.

47. In Chapter XII-BA of the Income-tax Act, in the heading, for the words “LIMITED LIABILITY
PARTNERSHIPS”, the words “PERSONS OTHER THAN A COMPANY” shall be substituted with effect from the 1st
day of April, 2013.

48. For section 115JC of the Income-tax Act, the following section shall be substituted with effect from the 1st
day of April, 2013, namely:—

‘115JC. (1) Notwithstanding anything contained in this Act, where the regular income-tax payable for a
previous year by a person, other than a company, is less than the alternate minimum tax payable for such previous
year, the adjusted total income shall be deemed to be the total income of that person for such previous year and
he shall be liable to pay income-tax on such total income at the rate of eighteen and one-half per cent.

(2) Adjusted total income referred to in sub-section (1) shall be the total income before giving effect to this
Chapter as increased by—

(i) deductions claimed, if any, under any section (other than section 80P) included in Chapter VI-A under the
heading “C.—Deductions in respect of certain incomes”; and

(ii) deduction claimed, if any, under section 10AA.
(3) Every person to whom this section applies shall obtain a report, in such form as may be prescribed, from

an accountant, certifying that the adjusted total income and the alternate minimum tax have been computed in
accordance with the provisions of this Chapter and furnish such report on or before the due date of furnishing of
return of income under sub-section (1) of section 139.’.

49. In section 115JD of the Income-tax Act, in sub-section (1), for the words, figures and letters “a limited
liability partnership under section 115JC shall be allowed to it”, the words, figures and letters “a person under
section 115JC shall be allowed to him” shall be substituted with effect from the 1st day of April, 2013. 

50. In section 115JE of the Income-tax Act, for the words “a limited liability partnership”, the words “a person”
shall be substituted with effect from the 1st day of April, 2013.

51. After section 115JE of the Income-tax Act, the following section shall be inserted with effect from the 1st
day of April, 2013, namely:—

‘115JEE. (1) The provisions of this Chapter shall apply to a person who has claimed any deduction under—
(a) any section (other than section 80P) included in Chapter VI-A under the heading 
“C.—Deductions in respect of certain incomes”; or
(b) section 10AA.
(2) The provisions of this Chapter shall not apply to an individual or a Hindu undivided family or an

association of persons or a body of individuals, whether incorporated or not, or an artificial juridical person
referred to in sub-clause (vii) of clause (31) of section 2, if the adjusted total income of such person does not exceed
twenty lakh rupees.’.

52. In section 115JF of the Income-tax Act, with effect from the 1st day of April, 2013,—
(i) clause (c) shall be omitted;
(ii) in clause (d), for the words “a limited liability partnership on its total income”, the words “a person on his

total income” shall be substituted.
53. In section 115-O of the Income-tax Act, in sub-section (1A), in clause (i),  with effect from the 
1st day of July, 2012,—
(i)  in sub-clause (a),  the word “and” shall be inserted at the end;  
(ii) in sub-clause (b), for the words “paid tax under this section on such dividend; and”, the words “paid the tax

which is payable under this section on such dividend:” shall be substituted;
(iii)  sub-clause (c) shall be omitted.  
54. In section 115U of the Income-tax Act,— 
(i) with effect from the 1st day of April, 2013,—
(a) in sub-section (1), for the words “income received”, at both the places where they occur, the words “income

accruing or arising to or received” shall respectively be substituted;
(b)  in sub-section (2),—
(i) for the words “The person responsible for making”, the words “The person responsible for crediting or

making” shall be substituted;
(ii) for the words “to the person receiving such income”, the words “to the person who is liable to tax in respect

of such income” shall be substituted;
(iii) for the words “income paid”, the words “income paid or credited” shall be substituted;
(c)  in sub-section (3),—
(i) for the words “income paid”, the words “income paid or credited” shall be substituted;
(ii) for the words “the person receiving such income as it had been”, the words, brackets and figure “the

person referred to in sub-section (1) as it had been” shall be substituted;
(iii) for the words “had accrued”, the words “had accrued or arisen” shall be substituted;
(d) for sub-section (4), the following sub-section shall be substituted, namely:—
“(4) The income accruing or arising to or received by the venture capital company or venture capital fund,

during a previous year, from investments made in venture capital undertaking if not paid or credited to the
person referred to in sub-section (1), shall be deemed to have been credited to the account of the said person on
the last day of the previous year in the same proportion in which such person would have been entitled to receive
the income had it been paid in the previous year.”;

(ii) the Explanation shall be numbered as Explanation 1 thereof and after Explanation 1 as so numbered, the
following Explanation shall be inserted with effect from the 1st day of July, 2012, namely:—

“Explanation 2.—For the removal of doubts, it is hereby declared that any income which has been included
in total income of the person referred to in sub-section (1) in a previous year, on account of it having accrued or
arisen in the said previous year, shall not be included in the total income of such person in the previous year in
which such income is actually paid to him by the venture capital company or the venture capital fund.”.

55. In section 115VG of the Income-tax Act, in sub-section (3), for the Table, the following Table shall be
substituted with effect from the 1st day of April, 2013, namely:—

Qualifying ship having net tonnage Amount of daily tonnage income
(1) (2)

up to 1,000 Rs. 70 for each 100 tons
exceeding 1,000 but not more than 10,000 Rs. 700 plus Rs. 53 for each 100 tons exceeding 1,000 tons
exceeding 10,000 but not more than 25,000 Rs. 5,470 plus Rs. 42 for each 100 tons exceeding 10,000 tons
exceeding 25,000 Rs. 11,770 plus Rs. 29 for each 100 tons exceeding 25,000 tons.”.

56. In section 139 of the Income-tax Act, in sub-section (1),—
(a) after the third proviso, the following proviso shall be inserted, namely:—
“Provided also that a person, being a resident, who is not required to furnish a return under this sub-section

and who during the previous year has any asset (including any financial interest in any entity) located outside
India or signing authority in any account located outside India, shall furnish, on or before the due date, a return
in respect of his income or loss for the previous year in such form and verified in such manner and setting forth
such other particulars as may be prescribed.”.

(b) in Explanation 2,—
(i)  in clause (a),—
(A) after the words “the assessee”, the words, brackets and letters  “other than an assessee referred to in clause

(aa)” shall be inserted;
(B) in sub-clause (i), the words, brackets and letters “other than a company referred to in clause (aa)” shall be

omitted;
(ii) in clause (aa), for the words “being a company, which”, the word “who” shall be substituted.
57. In section 140A of the Income-tax Act, with effect from the 1st day of April, 2013,—
(i) in sub-section (1), in clause (v), after the word, figures and letters “section 115JAA”, the words, figures and

letters “or section 115JD” shall be inserted;
(ii) in sub-section (1A), in clause (i), in sub-clause (e), after the word, figures and letters “section 115JAA”, the

words, figures and letters “or section 115JD” shall be inserted;
(iii) in sub-section (1B), in the Explanation, in clause (iv), after the word, figures and letters “section 115JAA”,

the words, figures and letters “or section 115JD” shall be inserted.”. 
58. In section 143 of the Income-tax Act,—
(a) after sub-section (1C), the following sub-section shall be inserted with effect from the 1st day of July, 2012,

namely:—
“(1D) Notwithstanding anything contained in sub-section (1), the processing of a return shall not be

necessary, where a notice has been issued to the assessee under sub-section (2).”.
(b) in sub-section (3), after the second proviso, the following proviso shall be inserted and shall be deemed to

have been inserted with effect from the 1st day of April, 2009, namely:—
“Provided also that notwithstanding anything contained in the first and the second proviso, no effect shall be

given by the Assessing Officer to the provisions of clause (23C) of section 10 in the case of a trust or institution for
a previous year, if the provisions of the first proviso to clause (15) of section 2 become applicable in the case of such
person in such previous year, whether or not the approval granted to such trust or institution or notification
issued in respect of such trust or institution has been withdrawn or rescinded.”.

59. After section 144B of the Income-tax Act, the following section shall be inserted with effect from the 1st
day of April, 2013, namely:— 

“144BA. (1) If, the Assessing Officer, at any stage of the assessment or reassessment proceedings before him
having regard to the material and evidence available, considers that it is necessary to declare an arrangement as

an impermissible avoidance arrangement and to determine the consequence of such an arrangement within the
meaning of Chapter X-A, then, he may make a reference to the Commissioner in this regard.

(2) The Commissioner shall, on receipt of a reference under sub-section (1), if he is of the opinion that the
provisions of Chapter X-A are required to be invoked, issue a notice to the assessee, setting out the reasons and
basis of such an opinion, for submitting objections, if any, and providing an opportunity of being heard to the
assessee within such period, not exceeding sixty days, as may be specified in the notice.

(3) If the assessee does not furnish any objection to the notice within the time specified in the notice issued
under sub-section (2), the Commissioner shall issue such directions as it deems fit in respect of declaration of the
arrangement to be an impermissible avoidance arrangement.

(4) In case the assessee objects to the proposed action, and the Commissioner, after hearing the assessee in
the matter, is not satisfied by the explanation of the assessee, then, he shall make a reference in the matter to the
Approving Panel for the purpose of declaration of the arrangement as an impermissible avoidance arrangement.

(5) If the Commissioner is satisfied, after having heard the assessee that the provisions of Chapter X-A are not
to be invoked, he shall by an order in writing communicate the same to the Assessing Officer with a copy to the
assessee.

(6) The Approving Panel, on receipt of reference from the Commissioner under sub-section (4) shall issue
such directions, as it deems fit, in respect of the declaration of the arrangement as an impermissible avoidance
arrangement in accordance with the provisions of Chapter X-A including specifying the previous year or years to
which such declaration of an arrangement as an impermissible avoidance arrangement shall apply.

(7) No direction under sub-section (6) shall be issued unless an opportunity of being heard is given to the
assessee and the Assessing Officer on such directions which are prejudicial to the interest of the assessee or the
interest of the revenue, as the case may be.

(8) The Approving Panel may, before issuing any direction under sub-section (6),—
(i) if it is of the opinion that any further inquiry in the matter is necessary, direct the Commissioner to make

such further inquiry or cause to make such further inquiry to be made by any other income-tax authority and
furnish a report containing the results of such inquiry to it; or

(ii) call for and examine such records related to the matter as it deems fit; or
(iii) require the assessee to furnish such document and evidence as it may so direct.
(9) If the members of the Approving Panel differ in opinion on any point, the point shall be decided according

to the opinion of the majority of the members.
(10) Every direction, issued by the Approving Panel under sub-section (6) or the Commissioner under sub-

section (3), shall be binding on the Assessing Officer and the Assessing Officer on receipt of the directions shall
proceed to complete the proceedings referred to in sub-section (1) in accordance with the directions and
provisions of Chapter X-A.

(11) If any direction issued under sub-section (6) specifies that declaration of the arrangement as
impermissible avoidance arrangement is applicable for any previous year to which the proceeding referred to in
sub-section (1) pertains, then, the Assessing Officer while completing any assessment or reassessment
proceedings of the assessment year relevant to such other previous year shall do so in accordance with such
directions and the provisions of Chapter X-A and it shall not be necessary for him to seek fresh direction on the
issue for the relevant assessment year.

(12) No order of assessment or reassessment shall be passed by the Assessing Officer without the prior
approval of the Commissioner if any tax consequences have been determined in the order under the provisions of
Chapter X-A pursuant to a direction issued under sub-section (6) or sub-section (3) declaring the arrangement as
impermissible avoidance arrangement.

(13) No direction under sub-section (6) shall be issued after a period of six months from the end of the month
in which the reference under sub-section (4) was received by the Approving Panel.

(14) The Board shall, for the purposes of this section, constitute an Approving Panel consisting of not less than
three members being the income tax authorities of the rank of Commissioner and above.

(15) The Board may make rules for the purposes of the efficient functioning of the Approving Panel and
expeditious disposal of the references received under sub-section (4).”.

60. In section 144C of the Income-tax Act,—
(a) in sub-section (4), for the words and figures “in section 153”, the words, figures and letter “in section 153 or

section 153B” shall be substituted and shall be deemed to have been substituted with effect from the 1st day of
October, 2009;

(b) after sub-section (8), the following Explanation shall be inserted and shall be deemed to have been
inserted with effect from the 1st day of April, 2009, namely:—

“Explanation.—For the removal of doubts, it is hereby declared that the power of the Dispute Resolution
Panel to enhance the variation shall include and shall be deemed always to have included the power to consider
any matter arising out of the assessment proceedings relating to the draft order, notwithstanding that such matter
was raised or not by the eligible assessee.”;

(c) in sub-section (13), for the words and figures “in section 153”, the words, figures and letter “in section 153 or
section 153B” shall be substituted and shall be deemed to have been substituted with effect from the 1st day of
October, 2009;

(d) after sub-section (14), the following sub-section shall be inserted with effect from the 1st day of April, 2013,
namely:—

“(14A) The provisions of this section shall not apply to any assessment or reassessment order passed by the
Assessing Officer with the prior approval of the Commissioner under sub-section (12) of section 144BA.”.

61. In section 147 of the Income-tax Act, with effect from the 1st day of July, 2012—
(i) after the first proviso, the following proviso shall be inserted, namely:—
“Provided further that nothing contained in the first proviso shall apply in a case where any income in

relation to any asset (including financial interest in any entity) located outside India, chargeable to tax, has
escaped assessment for any assessment year:”;

(ii) in the second proviso, for the words “Provided further”, the words “Provided also” shall be substituted;
(iii) in Explanation 2,—
(I) after clause (b), the following clause shall be inserted, namely:—
“(ba) where the assessee has failed to furnish a report in respect of any international transaction which he was

so required under section 92E;”.
(II) after clause (c), the following clause shall be inserted, namely:—
“(d) where a person is found to have any asset (including financial interest in any entity) located outside

India.”;
(iv) after Explanation 3, the following Explanation shall be inserted, namely:—
“Explanation 4.—For the removal of doubts, it is hereby clarified that the provisions of this section, as

amended by the Finance Act, 2012, shall also be applicable for any assessment year beginning on or before the 1st
day of April, 2012.”.

62. In section 149 of the Income-tax Act, with effect from the 1st day of July, 2012,—
(A) in sub-section (1),—
(i) in clause (a), after the word, brackets and letter “clause (b)”, the words, brackets and letter “or clause (c)”

shall be inserted;
(ii) after clause (b), the following clause shall be inserted, namely:—
“(c) if four years, but not more than sixteen years, have elapsed from the end of the relevant assessment year

unless the income in relation to any asset (including financial interest in any entity) located outside India,
chargeable to tax, has escaped assessment.”;

(B) in sub-section (3), for the words “two years”, the words “six years” shall be substituted;
(C) after sub-section (3), the following Explanation shall be inserted, namely:—
“Explanation.—For the removal of doubts, it is hereby clarified that the provisions of sub-sections (1) and (3),

as amended by the Finance Act, 2012, shall also be applicable for any assessment year beginning on or before the
1st day of April, 2012.”.

63. In section 153 of the Income-tax Act,— 
(A) with effect from the 1st day of July, 2012,—
(i) in sub-section (1),—
(a) in the first proviso, for the words, figures and letters “on the 1st day of April, 2004 or any subsequent

assessment year”, the words, figures and letters “on or after the 1st day of April, 2004 but before the 1st day of
April, 2010” shall be substituted;

(b) in the second proviso, for the words, figures and letters “on the 1st day of April, 2005 or any subsequent
assessment year”, the words, figures and letters “on or after the 1st day of April, 2005 but before the 1st day of April,
2009” shall be substituted;

(c) after the second proviso, the following proviso shall be inserted, namely:—
‘Provided also that in case the assessment year in which the income was first assessable is the assessment

year commencing on the 1st day of April, 2009 or any subsequent assessment year and during the course of the
proceeding for the assessment of total income, a reference under sub-section (1) of section 92CA—

(i) is made before the 1st day of July, 2012, but an order under sub-section (3) of that section has not been made
before such date; or

(ii) is made on or after the 1st day of July, 2012, 
the provisions of clause (a) shall, notwithstanding anything contained in the first proviso, have effect as if for

the words “two years”, the words “three years” had been substituted;’;
(ii) in sub-section (2),—
(a) in the second proviso, after the words, figures and letters “on or after the 1st day of April, 2005”, the words,

figures and letters “but before the 1st day of April, 2011” shall be inserted;
(b) in the third proviso, after the words, figures and letters “the 1st day of April, 2006”, the words, figures and

letters “but before the 1st day of April, 2010” shall be inserted;
(c) after the third proviso, the following proviso shall be inserted, namely:—
‘Provided also that where the notice under section 148 was served on or after the 1st day of April, 2010 and

during the course of the proceedings for the assessment or reassessment or recomputation of total income, a
reference under sub-section (1) of section 92CA—

(i) is made before the 1st day of July, 2012, but an order under sub-section (3) of that section has not been made
before such date; or 

(ii) is made on or after the 1st day of July, 2012, 
the provisions of this sub-section shall, notwithstanding anything contained in the second proviso, have

effect as if for the words “one year”, the words “two years” had been substituted;’;
(iii) in sub-section (2A),—
(a) in the second proviso, after the words, figures and letters “the 1st day of April, 2005”, the words, figures and

letters “but before the 1st day of April, 2011” shall be inserted;
(b) in the third proviso, after the words, figures and letters “the 1st day of April, 2006”, the words, figures and

letters “but before the 1st day of April, 2010” shall be inserted;
(c) after the third proviso, the following proviso shall be inserted, namely:—
‘Provided also that where the order under section 254 is received by the Chief Commissioner or

Commissioner or, as the case may be, the order under section 263 or section 264 is passed by the Commissioner
on or after the 1st day of April, 2010, and during the course of the proceedings for the fresh assessment of total
income, a reference under sub-section (1) of section 92CA—

(i) is made before the 1st day of July, 2012, but an order under sub-section (3) of section 92CA has not been
made before such date; or

(ii) is made on or after the 1st day of July, 2012, 
the provisions of this sub-section shall, notwithstanding anything contained in the second proviso, have

effect as if for the words “one year”, the words “two years” had been substituted;’;
(B) in Explanation 1,— 
(a) in clause (viii), for the words “six months”, the words “one year” shall be substituted with effect from the

1st day of July, 2012;
(b) after clause (viii) and before the words “shall be excluded”, the following clause shall be inserted with

effect from the 1st day of April, 2013, namely:—
“(ix) the period commencing from the date on which a reference for declaration of an arrangement to be

impermissible avoidance arrangement is received by the Commissioner under sub-section (1) of section 144BA
and ending on the date on which a direction under sub-section (3) or sub-section (6) or an order under sub-section
(5) of the said section is received by the Assessing Officer,”.

64. In section 153A of the Income-tax Act, in sub-section (1), after the second proviso, the following proviso
shall be inserted with effect from the 1st day of July, 2012, namely:—

“Provided also that the Central Government may by rules made by it and published in the Official Gazette
(except in cases where any assessment or reassessment has abated under the second proviso), specify the class or
classes of cases in which the Assessing Officer shall not be required to issue notice for assessing or reassessing the
total income for six assessment years immediately preceding the assessment year relevant to the previous year in
which search is conducted or requisition is made.”.

65. In section 153B of the Income-tax Act,—  
(I) in sub-section (1) with effect from the 1st day of July, 2012,—
(i) in the second proviso, for the words, figures and letters “on the 1st day of April, 2004 or any subsequent

financial year”, the words, figures and letters “on or after the 1st day of April, 2004 but before the 1st day of April,
2010” shall be substituted;

(ii) in the third proviso for the words, figures and letters “on the 1st day of April, 2005 or any subsequent
financial year”, the words, figures and letters “on or after the 1st day of April, 2005 but before the 1st day of April,
2009” shall be substituted;

(iii) after the third proviso, the following proviso shall be inserted, namely:—
‘Provided also that in case where the last of the authorisations for search under section 132 or for requisition

under section 132A was executed during the financial year commencing on the 1st day of April, 2009 or any
subsequent financial year and during the course of the proceedings for the assessment or reassessment of total
income, a reference under 

sub-section (1) of section 92CA—
(i)  was made before the 1st day of July, 2012, but an order under sub-section (3) of section 92CA has not been

made before such date; or
(ii) is made on or after the 1st day of July, 2012,  
the provisions of clause (a) or clause (b) of this sub-section, shall, notwithstanding anything contained in

clause (i) of the second proviso, have effect as if for the words “two years”, the words “three years” had been
substituted.’.

(iv) in the fourth proviso for the words, figures and letters “on the 1st day of April, 2005 or any subsequent
financial year”, the words, figures and letters “on or after the 1st day of April, 2005 but before the 1st day of April,
2009” shall be substituted;

(v) after the fourth proviso, the following proviso shall be inserted, namely:—
“Provided also that in case where the last of the authorisations for search under section 132 or for requisition

under section 132A was executed during the financial year commencing on the 1st day of April, 2009 or any
subsequent financial year and during the course of proceedings for the assessment or reassessment of total
income in case of other person referred to in section 153C, a reference under sub-section (1) of section 92CA—

(i)  was made before the 1st day of July, 2012 but an order under sub-section (3) of section 92CA has not been
made before such date; or

(ii) is made on or after the 1st day of July, 2012,  
the period of limitation for making the assessment or reassessment in case of such other person shall,

notwithstanding anything contained in clause (ii) of the second proviso, be the period of thirty-six months from
the end of the financial year in which the last of the authorisations for search under section 132 or for requisition
under section 132A was executed or twenty-four months  from the end of the financial year in which books of
account or documents or assets seized or requisitioned are handed over under section 153C to the Assessing
Officer having jurisdiction over such other person, whichever is later.”;

(II) in the Explanation,—
(a) in clause (viii), for the words “six months”, the words “one year” shall be substituted with effect from the

1st day of July, 2012;
(b) after clause (viii) and before the words “shall be excluded”, the following clause shall be inserted with

effect from the 1st day of April, 2013,  namely:—
“(ix) the period commencing from the date on which a reference for declaration of an arrangement to be

impermissible avoidance arrangement is received by the Commissioner under sub-section (1) of section 144BA
and ending on the date on which a direction under sub-section (3) or sub-section (6) or an order under sub-section
(5) of the said section is received by the Assessing Officer,”.

66. In section 153C of the Income-tax Act, in sub-section (1), after the proviso, the following proviso shall be
inserted with effect from the 1st day of July, 2012, namely:—

“Provided further that the Central Government may by rules made by it and published in the Official Gazette,
specify the class or classes of cases in respect of such other person, in which the Assessing Officer shall not be
required to issue notice for assessing or reassessing the total income for six assessment years immediately
preceding the assessment year relevant to the previous year in which search is conducted or requisition is made
except in cases where any assessment or reassessment has abated.”.

67. In section 154 of the Income-tax Act, with effect from the 1st day of July, 2012,—
(a) in sub-section (1), after clause (b), the following clause shall be inserted, namely:—
“(c) amend any intimation under sub-section (1) of section 200A.”;
(b) in sub-section (2), in clause (b), for the words “by the  assessee”, the words “by the assessee or by the

deductor,” shall be substituted;
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(c) in sub-section (3), for the words “the assessee”, wherever they occur, the words “the assessee or the
deductor” shall respectively be substituted;

(d) for sub-section (5), the following sub-section shall be substituted, namely:—
“(5) Where any such amendment has the effect of reducing the assessment or otherwise reducing the liability

of the assessee or the deductor, the Assessing Officer shall make any refund which may be due to such assessee or
the deductor.”;

(e) in sub-section (6), for the words “already made, the Assessing Officer shall serve on the assessee”, the
words “already made or otherwise increasing the liability of the assessee or the deductor, the Assessing Officer
shall serve on the assessee or the deductor, as the case may be” shall be substituted;

(f) in sub-section (8), for the words “by the assessee”, the words “by the assessee or by the deductor” shall be
substituted.

68. In section 156 of the Income-tax Act, for the proviso, the following proviso shall be substituted with effect
from the 1st day of July, 2012, namely:—

“Provided that where any sum is determined to be payable by the assessee or by the deductor under sub-
section (1) of section 143 or sub-section (1) of section 200A, the intimation under those sub-sections shall be
deemed to be a notice of demand for the purposes of this section.”. 

69. In section 193 of the Income-tax Act, in the proviso, for clause (v), the following clause shall be substituted
with effect from the 1st day of July, 2012, namely:—

“(v) any interest payable to an individual or a Hindu undivided family, who is resident in India, on any
debenture issued by a company in which the public are substantially interested, if—

(a) the amount of interest or, as the case may be, the aggregate amount of such interest paid or likely to be paid
on such debenture during the financial year by the company to such individual or Hindu undivided family does
not exceed five thousand rupees; and

(b) such interest is paid by the company by an account payee cheque;”.
70. In section 194E of the Income-tax Act, with effect from the 1st day of July, 2012,—
(a) after the words and brackets “is payable to a non-resident sportsman (including an athlete)”, the words “or

an entertainer,” shall be inserted;
(b) for the words “ten per cent.”, the words “twenty per cent.” shall be substituted.
71. In section 194J of the Income-tax Act, in sub-section (1), after clause (b), the following clause shall be

inserted with effect from the 1st day of July, 2012, namely:—
“(ba) any remuneration or fees or commission by whatever name called, other than those on which tax is

deductible under section 192, to a director of a company; or”. 
72. In section 194LA of the Income-tax Act, in the proviso, for the words “one hundred thousand rupees”, the

words “two hundred thousand rupees” shall be substituted with effect from the 1st day of July, 2012.
73. After section 194LA of the Income-tax Act, the following section shall be inserted with effect from the 1st

day of October, 2012, namely:—
“194LAA. (1) Any person, being a transferee, responsible for paying (other than the person referred to in

section 194LA) to a resident transferor any sum by way of consideration for transfer of any immovable property
(other than agricultural land), shall, at the time of credit of such sum to the account of the transferor or at the time
of payment of such sum in cash or by issue of a cheque or draft or by any other mode, whichever is earlier, deduct
an amount equal to one per cent. of such sum as income-tax thereon.

(2) No deduction under sub-section (1) shall be made where consideration paid or payable for the transfer of
an immovable property is less than fifty lakh rupees in case such immovable property is situated in a specified
area, or is less than twenty lakh rupees in case such immovable property is situated in any area other than the
specified area.

(3) Where the consideration paid or payable for the transfer of an immovable property is less than the value
adopted or assessed or assessable by any authority of a State Government for the purpose of payment of stamp
duty in respect of transfer of such immovable property, the value so adopted or assessed or assessable shall, for
the purposes of sub-section (1) or sub-section (2), be deemed to be the consideration paid or payable for the
transfer of such immovable property.

(4) Notwithstanding anything contained in any other law for the time being in force, where any document
required to be registered under the provisions of clause (a) to clause (e) of sub-section (1) or sub-section (1A) of
section 17 of the Indian Registration Act, 1908, purports to transfer, assign, limit or extinguish the right, title or
interest of any person to or in any immovable property and in respect of which tax is required to be deducted
under sub-section (1), no registering officer shall register any such document, unless the transferee furnishes the
proof of deduction of income-tax in accordance with the provisions of this section and payment of sum so
deducted to the credit of the Central Government in the prescribed form.

(5) The provisions of section 203A shall not apply to a person required to deduct tax in accordance with the
provisions of this section.

Explanation.—For the purposes of this section,—
(a) “agricultural land” means agricultural land in India, not being land situated in any area referred to in items

(a) and (b) of sub-clause (iii) of clause (14) of section 2;
(b) “immovable property” means any land (other than agricultural land) or any building or part of a building;
(c) “specified area” shall mean an area comprising— 
(i) Greater Mumbai urban agglomeration;
(ii) Delhi urban agglomeration;
(iii) Kolkata urban agglomeration;
(iv) Chennai urban agglomeration;
(v) Hyderabad urban agglomeration;
(vi) Bangaluru urban agglomeration;
(vii) Ahmedabad urban agglomeration;
(viii) District of Faridabad;
(ix) District of Gurgaon;
(x) District of Gautam Budh Nagar;
(xi) District of Ghaziabad;
(xii) District of Gandhinagar; and 
(xiii) City of Secunderabad;
(d) the area comprising an urban agglomeration shall be the area included in such urban agglomeration on

the basis of the 2001 census.”. 
74. After section 194LB of the Income-tax Act, the following section shall be inserted with effect from the 1st

day of July, 2012, namely:—
‘194LC.  (1)  Where any income by way of interest referred to in sub-section (2) is payable to a non-resident, not

being a company or to a foreign company by a specified company, the person responsible for making the
payment, shall at the time of credit of such income to the account of the payee or at the time of payment thereof
in cash or by issue of a cheque or draft or by any other mode, whichever is earlier, deduct the income-tax thereon
at the rate of five per cent.

(2) The interest referred to in sub-section (1) shall be the income by way of interest payable by the  specified
company,—

(i) in respect of monies borrowed by it at any time on or after the 1st day of July, 2012 but before the 1st day of
July, 2015 in foreign currency, from a source outside India under a loan agreement approved by the Central
Government in this behalf; and

(ii) 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.

Explanation.—For the purpose of this section—
(a) “foreign currency” shall have the meaning assigned to it in clause (m) of section 2 of the Foreign Exchange

Management Act, 1999;
(b) “specified company” means an Indian company engaged in the business of—
(i) generation or distribution or transmission of power; or
(ii) operation of aircraft; or
(iii) manufacture or production of fertilizers; or
(iv) construction of road including toll road or bridge; or
(v) construction of port including inland port; or
(vi) construction of ships in a shipyard; or 
(vii) construction of dam; or
(viii) developing and building a housing project as referred to in sub-clause (vii) of clause (c) of sub-section (8)

of section 35AD.’.
75. In section 195 of the Income-tax Act,—
(a) in sub-section (1),—
(i) for the words “any interest”, the words, brackets, figures and letters “any interest (not being interest

referred to in section 194LB or section 194LC)” shall be substituted;
(ii) the Explanation shall be numbered as Explanation 1 thereof, and after Explanation 1 as so numbered, the

following Explanation shall be inserted and shall be deemed to have been inserted with effect from the 1st day of
April, 1962, namely:—

“Explanation 2.—For the removal of doubts, it is hereby clarified that the obligation to comply with sub-
section (1) and to make deduction thereunder applies and shall be deemed to have always applied and extends
and shall be deemed to have always extended to all persons, resident or non-resident, whether or not the non-
resident person has—

(i) a residence or place of business or business connection in India; or
(ii) any other presence in any manner whatsoever in India.”;
(b) after sub-section (6), the following sub-section shall be inserted with effect from the 1st day of July, 2012,

namely:—
“(7) Notwithstanding anything contained in sub-section (1) and sub-section (2), the Board may, by

notification in the Official Gazette, specify a class of persons or cases, where the person responsible for paying to
a non-resident, not being a company, or to a foreign company, any sum, whether or not chargeable under the
provisions of this Act, shall make an application to the Assessing Officer to determine, by general or special order,
the appropriate proportion of sum chargeable, and upon such determination, tax shall be deducted under sub-
section (1) on that proportion of the sum which is so chargeable.”.

76. In section 197A of the Income-tax Act, in sub-section (1C), for the words “sixty-five years”, the words “sixty
years” shall be substituted with effect from the 1st day of July, 2012.

77. In section 201 of the Income-tax Act,— 
(A) with effect from the 1st day of July, 2012,—
(i) in sub-section (1),— 
(a) before the proviso, the following proviso shall be inserted, namely:—
“Provided that any person, including the principal officer of a company, who fails to deduct the whole or any

part of the tax in accordance with the provisions of this Chapter on the sum paid to a resident or on the sum
credited to the account of a resident shall not be deemed to be an assessee in default in respect of such tax if such
resident—-

(i) has furnished his return of income under section 139;
(ii) has taken into account such sum for computing income in such return of income; and
(iii) has paid the tax due on the income declared by him in such return of income,
and the person furnishes a certificate to this effect from an accountant in such form as may be prescribed:”;
(b) in the proviso, for the words “Provided that”, the words “Provided further that” shall be substituted;
(ii) after sub-section (1A), the following proviso shall be inserted, namely:—
“Provided that in case any person, including the principal officer of a company fails to deduct the whole or

any part of the tax in accordance with the provisions of this Chapter on the sum paid to a resident or on the sum
credited to the account of a resident but is not deemed to be an assessee in default under the first proviso of sub-
section (1), the interest under clause (i) shall be payable from the date on which such tax was deductible to the date
of furnishing of return of income by such resident.”;

(B) in sub-section (3), in clause (ii), for the words “four years”, the words “six years” shall be substituted and
shall be deemed to have been substituted with effect from the 1st day of April, 2010;

(C) after sub-section (4), the following Explanation shall be inserted with effect from the 1st day of July, 2012,
namely:—

“Explanation.—For the purposes of this section, the expression “accountant” shall have the meaning
assigned to it in the Explanation to sub-section (2) of section 288.”. 

78. In section 204 of the Income-tax Act, after clause (iii) and before the Explanation, the following clause
shall be inserted with effect from the 1st day of July, 2012, namely:—

“(iv) in the case of credit, or as the case may be, payment of any sum chargeable under the provisions of this
Act made by or on behalf of the Central Government or the Government of a State, the drawing and disbursing
officer or any other person, by whatever name called, responsible for crediting, or as the case may be, paying such
sum.”.

79. In section 206C of the Income-tax Act, with effect from the 1st day of July, 2012,—
(a) in sub-section (1), in the Table, after serial number (vi) and the entries relating thereto, the following serial

number and entries shall be inserted, namely:—

Sl.No. Nature of goods Percentage
(1) (2) (3)
“(vii) Minerals, being coal or lignite or iron ore one per cent:”;

(b) after sub-section (1C), the following sub-section shall be inserted, namely:—
“(1D) Every person, being a seller, who receives any amount in cash as consideration for sale of bullion or

jewellery, shall, at the time of receipt of such amount in cash, collect from the buyer, a sum equal to one per cent.
of sale consideration as income-tax, if the sale consideration exceeds two hundred thousand rupees.”;

(c) in sub-section (2),  after the words, brackets, figure and letter “or sub-section (1C)”, the words, brackets,
figure and letter “or sub-section (1D)” shall be inserted;

(d) in sub-section (3),  after the words, brackets, figure and letter “or sub-section (1C)”, the words, brackets,
figure and letter “or sub-section (1D)” shall be inserted;

(e) in sub-section (6A),—
(A) before the proviso, the following proviso shall be inserted, namely:—
“Provided that any person, other than a person referred to in sub-section (1D), responsible for collecting tax

in accordance with the provisions of this section, who fails to collect the whole or any part of the tax on the
amount received from a buyer or licensee or lessee or on the amount debited to the account of the buyer or
licensee or lessee shall not be deemed to be an assessee in default in respect of such tax if such buyer or licensee
or lessee—

(i) has furnished his return of income under section 139;
(ii) has taken into account such amount for computing income in such return of income; and
(iii) has paid the tax due on the income declared by him in such return of income,
and the person furnishes a certificate to this effect from an accountant in such form as may be prescribed:”;
(B)  in the proviso, for the words “Provided that”, the words “Provided further that” shall be substituted;
(f) in sub-section (7), the following proviso shall be inserted, namely:—
“Provided that in case any person, other than a person referred to in sub-section (1D), responsible for

collecting tax in accordance with the provisions of this section, fails to collect the whole or any part of the tax on
the amount received from a buyer or licensee or lessee or on the amount debited to the account of the buyer or
licensee or lessee but is not deemed to be an assessee in default under the first proviso of sub-section (6A), the
interest shall be payable from the date on which such tax was collectible to the date of furnishing of return of
income by such buyer or licensee or lessee.”;

(g) in sub-section (9),  after the words, brackets, figure and letter “or sub-section (1C)” at both the places where
they occur, the words, brackets, figure and letter “or sub-section (1D)” shall be inserted;

(h) in the Explanation, occurring at the end,—
(I) for clause (a), the following clauses shall be substituted, namely:—
(a) “accountant” shall have the meaning assigned to it in the Explanation to sub-section (2) of section 288;
(aa) “buyer” with respect to— 
(i) sub-section (1) means a person who obtains in any sale, by way of auction, tender or any other mode, goods

of the nature specified in the Table in sub-section (1) or the right to receive any such goods but does not include,— 
(A) a public sector company, the Central Government, a State Government, and an embassy, a High

Commission, legation, commission, consulate and the trade representation, of a foreign State and a club; or
(B) a buyer in the retail sale of such goods purchased by him for personal consumption;
(ii) sub-section (1D) means a person who obtains in any sale, goods of the nature specified in the said sub-

section;
(ab) “jewellery” shall have the meaning assigned to it in the Explanation to sub-clause (ii) of clause (14) of

section 2.’; 
(II) in clause (c), after the words, brackets and figure “in sub-section (1)”, the words, brackets, figure and letter

“or sub-section (1D)” shall be inserted.
80. Section 207 of the Income-tax Act shall be renumbered as sub-section (1) thereof and after 
sub-section (1) as so renumbered, the following sub-section shall be inserted, namely:—
“(2) The provisions of sub-section (1) shall not apply to an individual resident in India, who—
(a)  does not have any income chargeable under the head “Profits and gains of business or profession”; and
(b) is of the age of sixty years or more at any time during the previous year.”.

81. In section 209 of the Income-tax Act,  in sub-section (1), in clause (d), the following proviso shall be
inserted, namely:—

“Provided that for computing liability for advance tax, income-tax calculated under clause (a) or clause (b) or
clause (c) shall not, in each case, be reduced by the aforesaid amount of income-tax which would be deductible or
collectible at source during the said financial year under any provision of this Act from any income, if the person
responsible for deducting tax has paid or credited such income without deduction of tax or it has been received or
debited by the person responsible for collecting tax without collection of such tax.”.

82. In section 234A of the Income-tax Act, in sub-section (1),  in clause (vi), after the word, figures and letters
“section 115JAA”, the words, figures and letters “or section 115JD” shall be inserted with effect from the 1st day of
April, 2013. 

83. In section 234B of the Income-tax Act, in sub-section (1), in Explanation 1, in clause (v), after the word,
figures and letters “section 115JAA”, the words, figures and letters “or section 115JD” shall be inserted with effect
from the 1st day of April, 2013. 

84. In section 234C of the Income-tax Act, in sub-section (1), in the Explanation, in clause (v), after the word,
figures and letters “section 115JAA”, the words, figures and letters “or section 115JD” shall be inserted with effect
from the 1st day of April, 2013.

85. In section 234D of the Income-tax Act, the Explanation shall be numbered as Explanation 1 thereof and
after Explanation 1 as so numbered, the following Explanation shall be inserted and shall be deemed to have been
inserted with effect from the 1st day of June, 2003, namely:—

“Explanation 2.—For the removal of doubts, it is hereby declared that the provisions of this section shall also
apply to an assessment year commencing before the 1st day of June, 2003 if the proceedings in respect of such
assessment year is completed after the said date.”.

86. After section 234D of the Income-tax Act, the following sub-heading and section  shall be inserted with
effect from the 1st day of July, 2012,  namely:—

“G.—Levy of fee in certain cases
234E. (1) Without prejudice to the provisions of the Act, where a person fails to deliver or cause to be delivered

a statement within the time prescribed in sub-section (3) of section 200 or the proviso to sub-section (3) of section
206C, he shall be liable to pay, by way of fee, a sum of two hundred rupees for every day during which the failure
continues.

(2) The amount of fee referred to in sub-section (1) shall not exceed the amount of tax deductible or collectible,
as the case may be.

(3) The amount of fee referred to in sub-section (1) shall be paid before delivering or causing to be delivered a
statement in accordance with sub-section (3) of section 200 or the proviso to sub-section (3) of section 206C.

(4) The provisions of this section shall apply to a statement referred to in sub-section (3) of section 200 or the
proviso to sub-section (3) of section 206C which is to be delivered or caused to be delivered for tax deducted at
source or tax collected at source, as the case may be, on or after the 1st day of July, 2012.”.

87. In section 245C of the Income-tax Act, in sub-section (1), in the proviso, in the Explanation, in clause (b),
for the words “at any time during the previous year”, at both the places where they occur,  the words “on the date
of search” shall respectively  be substituted with effect from the 1st day of July, 2012.

88. In section 245Q of the Income-tax Act, in sub-section (2), for the words “two thousand five hundred
rupees”, the words “ten thousand rupees or such fee as may be prescribed in this behalf, whichever is higher” shall
be substituted with effect from the 1st day of July, 2012.

89. In section 246A of the Income-tax Act, in sub-section (1),—
(i) for the words “Any assessee aggrieved”, the words “Any assessee or any deductor aggrieved” shall be

substituted with effect from the 1st day of July, 2012;
(ii) in clause (a),—
(I) for the words and figures “section 143, where the assessee objects”, the words, figures, brackets and letter

“section 143 or sub-section (1) of section 200A, where the assessee or the deductor objects” shall be substituted
with effect from the 1st day of July, 2012;

(II) for the words “except an order passed in pursuance of directions of the Dispute Resolution Panel”, the
brackets, words, figures and letters “[except an order passed in pursuance of directions of the Dispute Resolution
Panel or an order referred to in sub-section (12) of section 144BA]” shall be substituted  with effect from the 1st day
of April, 2013;

(iii) in clause (b), for the words “except an order passed in pursuance of directions of the Dispute Resolution
Panel”, the brackets, words, figures and letters “[except an order passed in pursuance of directions of the Dispute
Resolution Panel or an order referred to in sub-section (12) of section 144BA]” shall be substituted  with effect from
the 1st day of April, 2013; 

(iv) in clause (ba),—
(I) for the words, figures and letter “under section 153A”, the words, figures, letter and brackets “under section

153A [except an order passed in pursuance of directions of the Dispute Resolution Panel]” shall be substituted
with effect from the 1st day of October, 2009;

(II) for the words “Dispute Resolution Panel”, the words, brackets, figures and letter, “Dispute Resolution
Panel or an order referred to in sub-section (12) of section 144BA” shall be substituted with effect from the 1st day
of April, 2013;

(v) after clause (ba), the following clause shall be inserted with effect from the 1st day of July, 2012, namely:—
“(bb) an order of assessment or reassessment under sub-section (3) of section 92CD;”;
(vi) in clause (c), after the words “either of the said sections”, the words, brackets, figures and letters “except

where it is in respect of an order referred to in sub-section (12) of section 144BA” shall be inserted with effect from
the 1st day of April, 2013.

(vii) in clause (j), in sub-clause (B), after the word, figures and letters “section 271AAA”, the word, figures and
letters “, section 271AAB” shall be inserted with effect from the 1st day of July, 2012.

90. In section 253 of the Income-tax Act,––
(A) in sub-section (1),––
(i) in clause (d), for the word and figures “section 147”, the words, figures and letters “section 147 or section

153A or section 153C” shall be substituted with effect from the 1st day of October, 2009;
(ii) after clause (d), the following clause shall be inserted with effect from the 1st day of April, 2013, namely:––
“(e) an order passed by an Assessing Officer under sub-section (3) of section 143 or section 147 or section 153A

or section 153C with the approval of the Commissioner as referred to in sub-section (12) of section 144BA or an
order passed under section 154 or section 155 in respect of such order;”;

(B) with effect from the 1st day of July, 2012,––
(i) after sub-section (2), the following sub-section shall be inserted, namely:––
“(2A) The Commissioner may, if he objects to any direction issued by the Dispute Resolution Panel under sub-

section (5) of section 144C in respect of any objection filed on or after the 1st day of July, 2012, by the assessee
under sub-section (2) of section 144C in pursuance of which the Assessing Officer has passed an order completing
the assessment or reassessment, direct the Assessing Officer to appeal to the Appellate Tribunal against the
order.”;

(ii) after sub-section (3), the following sub-section shall be inserted, namely:––
“(3A) Every appeal under sub-section (2A) shall be filed within sixty days of the date on which the order

sought to be appealed against is passed by the Assessing Officer in pursuance of the directions of the Dispute
Resolution Panel under sub-section (5) of section 144C.”;

(iii) for sub-section (4), the following sub-section shall be substituted, namely:––
“(4) The Assessing Officer or the assessee, as the case may be, on receipt of notice that an appeal against the

order of the Deputy Commissioner (Appeals) or, as the case may be, the Commissioner (Appeals) or the Assessing
Officer in pursuance of the directions of the Dispute Resolution Panel has been preferred under sub-section (1) or
sub-section (2) or sub-section (2A) by the other party, may, notwithstanding that he may not have appealed
against such order or any part thereof; within thirty days of the receipt of the notice, file a memorandum of cross-
objections, verified in the prescribed manner, against any part of the order of the Assessing Officer (in pursuance
of the directions of the Dispute Resolution Panel) or Deputy Commissioner (Appeals) or, as the case may be, the
Commissioner (Appeals), and such memorandum shall be disposed of by the Appellate Tribunal as if it were an
appeal presented within the time specified in sub-section (3) or sub-section (3A).”. 

91. In section 254 of the Income-tax Act, in sub-section (2A), after the words, brackets and figures “under sub-
section (1) or sub-section (2)”, the words, brackets, figure and letter “or sub-section (2A)” shall be inserted with
effect from the 1st day of July, 2012. 

92. In section 271 of the Income-tax Act, in sub-section (1), in Explanation 7, for the words “international
transaction”, the words “international transaction or specified domestic transaction” shall be substituted with
effect from the 1st day of April, 2013. 

93. For section 271AA of the Income-tax Act, the following section shall be substituted with effect from the 1st
day of July, 2012, namely:–– 

“271AA. Without prejudice to the provisions of section 271 or section 271BA, if any person in respect of an
international transaction,––

(i) fails to keep and maintain any such information and document as required by sub-section (1) or sub-
section (2) of section 92D;

(ii) fails to report such transaction which he is required to do so; or 
(iii) maintains or furnishes an incorrect information or document,
the Assessing Officer or Commissioner (Appeals) may direct that such person shall pay, by way of penalty, a

sum equal to two per cent. of the value of each international transaction entered into by such person.”. 
94. In section 271AA of the Income-tax Act, as so substituted by section 93 of this Act, for the words

“international transaction”, the words “international transaction or specified domestic transaction” shall be
substituted with effect from the 1st day of April, 2013. 

95. In section 271AAA of the Income-tax Act, in sub-section (1), after the words, figures and letters “on or after
the 1st day of June, 2007”, the words, figures and letters “but before the 1st day of July, 2012” shall be inserted. 

96. After section 271AAA of the Income-tax Act, the following section shall be inserted with effect from the 1st
day of July, 2012, namely:––

‘271AAB. (1) The Assessing Officer may, notwithstanding anything contained in any other provisions of this
Act, direct that, in a case where search has been initiated under section 132 on or after the 1st day of July, 2012, the
assessee shall pay by way of penalty, in addition to tax, if any, payable by him,–– 

(a) a sum computed at the rate of ten per cent. of the undisclosed income of the specified previous year, if such
assessee—

(i) in the course of the search, in a statement under sub-section (4) of section 132, admits the undisclosed
income and specifies the manner in which such income has been derived;

(ii) substantiates the manner in which the undisclosed income was derived; and
(iii) on or before the specified date––
(A) pays the tax, together with interest, if any, in respect of the undisclosed income; and  
(B) furnishes the return of income  for the specified previous year declaring such undisclosed income therein;
(b) a sum computed at the rate of twenty per cent. of the undisclosed income of the specified previous year, if

such assessee—
(i) in the course of the search, in a statement under sub-section (4) of section 132, does not admit the

undisclosed income; and
(ii) on or before the specified date––
(A) declares such income in the return of income furnished for the specified previous year; and 
(B) pays the tax, together with interest, if any, in respect of the undisclosed income; 
(c) a sum which shall not be less than thirty per cent. but which shall not exceed ninety per cent. of the

undisclosed income of the specified previous year, if it is not covered by the provisions of  clauses (a) and (b).
(2) No penalty under the provisions of clause (c) of sub-section (1) of section 271 shall be imposed upon the

assessee in respect of the undisclosed income referred to in sub-section (1).
(3) The provisions of sections 274 and 275 shall, as far as may be, apply in relation to the penalty referred to in

this section.
Explanation.–– For the purposes of this section,––
(a) “specified date” means the due date of furnishing of return of income under sub-section (1) of section 139

or the date on which the period specified in the notice issued under section 153A for furnishing of return of
income expires, as the case may be; 

(b) “specified previous year” means the previous year—
(i) which has ended before the date of search, but the date of furnishing the return of income under sub-

section (1) of section 139 for such year has not expired before the date of search and the assessee has not furnished
the return of income for the previous year before the date of search; or

(ii) in which search was conducted;
(c) “undisclosed income” means––
(i) any income of the specified previous year represented, either wholly or partly, by any money, bullion,

jewellery or other valuable article or thing or any entry in the books of account or other documents or transactions
found in the course of a search under section 132, which has—

(A) not been recorded on or before the date of search in the books of account or other documents maintained
in the normal course relating to such previous year; or

(B) otherwise not been disclosed to the Chief Commissioner or Commissioner before the date of search; or
(ii) any income of the specified previous year represented, either wholly or partly, by any entry in respect of

an expense recorded in the books of account or other documents maintained in the normal course relating to the
specified previous year which is found to be false and would not have been found to be so had the search not been
conducted. '.

97. In section 271G of the Income-tax Act, for the words “international transaction”, at both the places where
they occur, the words “international transaction or specified domestic transaction” shall respectively be
substituted with effect from the 1st day of April, 2013. 

98. After section 271G of the Income-tax Act, the following section shall be inserted with effect from the 1st
day of July, 2012,  namely:––

“271H. (1) Without prejudice to the provisions of the Act, a person shall be liable to pay penalty, if, he––
(a) fails to deliver or cause to be delivered a statement within the time prescribed in sub-section (3) of section

200 or the proviso to sub-section (3) of section 206C; or
(b) furnishes incorrect information in the statement which is required to be delivered or cause to be delivered

under sub-section (3) of section 200 or the proviso to sub-section (3) of section 206C.
(2) The penalty referred to in sub-section (1) shall be a sum which shall not be less than ten thousand rupees

but which may extend to one lakh rupees.
(3) Notwithstanding anything contained in the foregoing provisions of this section, no penalty shall be levied

for the failure referred to in clause (a) of sub-section (1), if the person proves that after paying tax deducted or
collected along with the fee and interest, if any, to the credit of the Central Government, he had delivered or cause
to be delivered the statement referred to in sub-section (3) of section 200 or the proviso to sub-section (3) of
section 206C before the expiry of a period of one year from the time prescribed for delivering or causing to be
delivered such statement.

(4) The provisions of this section shall apply to a statement referred to in sub-section (3) of section 200 or the
proviso to sub-section (3) of section 206C which is to be delivered or caused to be delivered for tax deducted at
source or tax collected at source, as the case may be, on or after the 1st day of July, 2012.”.

99. In section 272A of the Income-tax Act, in sub-section (2), after the proviso, the following proviso shall be
inserted with effect from the 1st day of July, 2012, namely:––

“Provided further that no penalty shall be levied under this section for the failure referred to in clause (k), if
such failure relates to a statement referred to in sub-section (3) of section 200 or the proviso to sub-section (3) of
section 206C which is to be delivered or caused to be delivered for tax deducted at source or tax collected at
source, as the case may be, on or after the 1st day of July, 2012.”.

100. In section 273B of the Income-tax Act, after the word, figures and letter “section 271G,”, the word, figures
and letter “section 271H,” shall be inserted with effect from the 1st day of July, 2012.

101. In section 276C of the Income-tax Act, with effect from the 1st day of July, 2012,–– 
(i) in sub-section (1),––
(a) in clause (i), for the words “one hundred thousand rupees”, the words “twenty-five hundred thousand

rupees” shall be substituted;
(b) in clause (ii), for the words “three years”, the words “two years” shall be substituted;
(ii)  in sub-section (2), for the words “three years”, the words “two years” shall be substituted.
102. In section 276CC of the Income-tax Act, with effect from the 1st  day of July, 2012,–– 
(a) in clause (i), for the words “one hundred thousand rupees”, the words “twenty-five hundred thousand

rupees” shall be substituted;
(b) in clause (ii), for the words “three years”, the words “two years” shall be substituted.
103. In section 277 of the Income-tax Act, with effect from the 1st day of July, 2012,––
(a) in clause (i), for the words “one hundred thousand rupees”, the words “twenty-five hundred thousand

rupees” shall be substituted;
(b) in clause (ii), for the words “three years”, the words “two years” shall be substituted.
104. In section 277A of the Income-tax Act,  for the words “three years”, the words “two years” shall be

substituted with effect from the 1st day of July, 2012. 
105. In section 278 of the Income-tax Act, with effect from the 1st day of July, 2012,–– 
(a) in clause (i), for the words “one hundred thousand rupees”, the words “twenty-five hundred thousand

rupees” shall be substituted;
(b) in clause (ii), for the words “three years”, the words “two years” shall be substituted. 
106. In Chapter XXII of the Income-tax Act, after section 280, the following sections shall be inserted, with

effect from the 1st day of July, 2012, namely:–– 

“280A.(1) The Central Government, in consultation with the Chief Justice of the High Court, may, for trial of
offences punishable under this Chapter, by notification, designate one or more courts of Magistrates of the first
class as Special Court for such area or areas or for such cases or class or group of cases as may be specified in the
notification.

Explanation.–– In this sub-section, “High Court” means the High Court of the State in which a Magistrate of
first class designated as Special Court was functioning immediately before such designation.

(2) While trying an offence under this Act, a Special Court shall also try an offence, other than an offence
referred to in sub-section (1), with which the accused may, under the Code of Criminal Procedure, 1973, be charged
at the same trial.

280B. Notwithstanding anything contained in the Code of Criminal Procedure, 1973,–
(a) the offences punishable under this Chapter shall be triable only by the Special Court, if so designated, for

the area or areas or for cases or class or group of cases, as the case may be, in which the offence has been
committed:

Provided that a court competent to try offences under section 292,––
(i) which has been designated as a Special Court under this section, shall continue to try the offences before it

or offences arising under this Act after such designation;
(ii) which has not been designated as a Special Court may continue to try such offence pending before it till its

disposal;
(b) a Special Court may, upon a complaint made by an authority authorised in this behalf under this Act take

cognizance of the offence for which the accused is committed for trial.
280C. Notwithstanding anything contained in the Code of Criminal Procedure, 1973, the Special Court, shall

try, an offence under this Chapter punishable with imprisonment not exceeding two years or with fine or with
both, as a summons case, and the provisions of the Code of Criminal Procedure, 1973 as applicable in the case of
trial of summons case, shall apply accordingly.

280D.(1) Save as otherwise provided in this Act, the provisions of the Code of Criminal Procedure, 1973
(including the provisions as to bails or bonds), shall apply to the proceedings before a Special Court and the
person conducting the prosecution before the Special Court, shall be deemed to be a Public Prosecutor:

Provided that the Central Government may also appoint for any case or class or group of cases a Special Public
Prosecutor.

(2) A person shall not be qualified to be appointed as a Public Prosecutor or a Special Public Prosecutor under
this section unless he has been in practice as an advocate for not less than seven years, requiring special
knowledge of law.

(3) Every person appointed as a Public Prosecutor or a Special Public Prosecutor under this section shall be
deemed to be a Public Prosecutor within the meaning of clause (u) of section 2 of the Code of Criminal Procedure,
1973 and the provisions of that Code shall have effect accordingly.”.

107. After section 292C of the Income-tax Act, the following section shall be inserted and shall be deemed to
have been inserted with effect from the 1st day of April, 1976, namely:––

“292CC.(1)  Notwithstanding anything contained in this Act,––
(i) it shall not be necessary to issue an authorisation under section 132 or make a requisition under section

132A separately in the name of each person;
(ii) where an authorisation under section 132 has been issued or requisition under section 132A has been made

mentioning therein the name of more than one person, the mention of such names of more than one person on
such authorisation or requisition shall not be deemed to construe that it was issued in the name of an association
of persons or body of individuals consisting of such persons. 

(2) Notwithstanding that an authorisation under section 132 has been issued or requisition under section
132A has been made mentioning therein the name of more than one person, the assessment or reassessment shall
be made separately in the name of each of the persons mentioned in such authorisation or requisition.”. 

108. In section 296 of the Income-tax Act, after the word and figures “section 139”, the words, brackets, figures
and letter “or third proviso to sub-section (1) of section 153A or second proviso to sub-section (1) of section 153C”
shall be inserted with effect from the 1st day of July, 2012. 

Wealth-tax
109. In section 2 of the Wealth-tax Act, 1957 (hereinafter referred to as the Wealth-tax Act), in clause (ea),  in

sub-clause (i), in item (1), for the words “five lakh rupees”, the words “ten lakh rupees” shall be substituted with
effect from the 1st day of April, 2013. 

110. In section 17 of the Wealth-tax Act, with effect from the 1st day of July, 2012,––
(a) in sub-section (1), after the second proviso, the following proviso shall be inserted and shall be deemed to

have been inserted, namely:––
“Provided also that nothing contained in the first proviso shall apply in a case where any net wealth in

relation to any asset (including financial interest in any entity) located outside India chargeable to tax, has
escaped assessment for any assessment year:”;

(b) in sub-section (1A),––
(i) in clause (a), after the word, brackets and letter “clause (b)”, the words, brackets and letter “or clause (c)”

shall be inserted;
(ii) after clause (b), the following clause shall be inserted, namely:––
“(c) if four years, but not more than sixteen years, have elapsed from the end of the relevant assessment year

unless the net wealth in relation to any asset (including financial interest in any entity) located outside India,
chargeable to tax, has escaped assessment for any assessment year .”;

(iii) in the Explanation, after clause (b), the following clause shall be inserted, namely:––
“(c) where a person is found to have any asset (including financial interest in any entity) located outside

India.”;
(iv) the Explanation shall be numbered as Explanation 1 thereof, and after Explanation 1 as so numbered, the

following Explanation shall be inserted, namely:––
“Explanation 2.––For the removal of doubts, it is hereby clarified that the provisions of this section, as

amended by the Finance Act, 2012, shall also be applicable for any assessment year beginning on or before the 1st
day of April, 2012.”.

111. In section 17A of the Wealth-tax Act, with effect from the 1st day of July, 2012––
(i) in sub-section (1), in the second proviso, for the words, letters and figures “commencing on the 1st day of

April, 2004 or any subsequent year”, the words, letters and figures “commencing on or after the 1st day of April,
2004 but before the 1st day of April, 2010” shall be substituted;

(ii) in sub-section (2), in the second proviso, for the words, letters and figures “after the 1st day of April, 2005”,
the words, letters and figures “after the 1st day of April, 2005 but before the 1st day of April, 2011” shall be
substituted;

(iii) in sub-section (3), in the second proviso, for the words, letters and figures “after the 1st day of April, 2005”,
the words, letters and figures “after the 1st day of April, 2005 but before the 1st day of April, 2011” shall be
substituted. 

112. In section 45 of the Wealth-tax Act, after clause (j), the following clause shall be inserted and shall be
deemed to have been inserted with effect from the 1st day of April, 1957, namely:––

“(k) the Reserve Bank of India incorporated under the Reserve Bank of India Act, 1934.”. 
113. Notwithstanding anything contained in any judgment, decree or order of any Court or Tribunal or any

authority, all notices sent or purporting to have been sent, or taxes levied, demanded, assessed, imposed,
collected or recovered or purporting to have been levied, demanded, assessed, imposed, collected or recovered
under the provisions of Income-tax Act, 1961, in respect of income accruing or arising through or from the transfer
of a capital asset situate in India in consequence of the transfer of a share or shares of a company registered or
incorporated outside India or in consequence of an agreement, or otherwise, outside India, shall be deemed to
have been validly made, and the notice, levy, demand, assessment, imposition, collection or recovery of tax shall
be valid and shall be deemed always to have been valid and shall not be called in question on the ground that the
tax was not chargeable or any ground including that it is a tax on capital gains arising out of transactions which
have taken place outside India, and accordingly, any tax levied, demanded, assessed, imposed or deposited before
the commencement of this Act and chargeable for a period prior to such commencement but not collected or
recovered before such commencement, may be collected or recovered and appropriated in accordance with the
provisions of  the Income-tax Act, 1961 as amended by this Act, and the rules made thereunder and there shall be
no liability or obligation to make any refund whatsoever.

CHAPTER IV   
INDIRECT TAXES

Customs
114. In the Customs Act, 1962 (hereinafter referred to as the Customs Act), in section 2, in clause (10), after the

words “to be a customs airport”, the words, brackets and letters “and includes a place appointed under clause (aa)
of that section to be an air freight station” shall be inserted.

115.  In section 7 of the Customs Act, in sub-section (1), in clause (aa), for the words “container depots”, the
words “container depots or air freight stations” shall be substituted. 

116. After section 28AA of the Customs Act, the following section shall be inserted, namely:––
'28AAA.  (1) Where an instrument issued to a person has been obtained by him by means of—
(a) collusion; or
(b) wilful  misstatement; or
(c) suppression of facts,
for the purposes of this Act or the Foreign Trade (Development and Regulation) Act, 1992, by such person or

his agent or employee and such instrument is utilised under the provisions of this Act or the rules made or
notifications issued thereunder, by a person other than the person to whom the instrument was issued, the duty
relatable to such utilisation of instrument shall be deemed never to have been exempted or debited and such duty
shall be recovered from the person to whom the said instrument was issued:

Provided that the action relating to recovery of duty under this section against the person to whom the
instrument was issued shall be without prejudice to an action against the importer under section 28.

Explanation 1.— For the purposes of this sub-section, "instrument"  means any scrip or authorisation or
licence or certificate or such other document, by whatever name called, issued under the Foreign Trade
(Development and Regulation) Act, 1992,  with respect to a reward or incentive scheme or duty exemption scheme
or duty remission scheme or such other scheme bestowing financial or fiscal benefits, which may be utilised
under the provisions of this Act or the rules made or notifications issued thereunder.

Explanation 2.––The provisions of this sub-section shall apply to any utilisation of instrument so obtained by
the person referred to in this sub-section on or after the date on which the Finance Bill, 2012 receives the assent of
the President, whether or not such instrument is issued to him prior to the date of the assent.

(2) Where the duty becomes recoverable in accordance with the provisions of sub-section (1), the person from
whom such duty is to be recovered, shall, in addition to such duty, be liable to pay interest at the rate fixed by the
Central Government under section 28 AA and the amount of such interest shall be calculated for the period
beginning from the date of utilisation of the instrument till the date of recovery of such duty.

(3) For the purposes of recovery under sub-section (2), the proper officer shall serve notice on the person to
whom the instrument was issued requiring him to show cause, within a period of thirty days from the date of
receipt of the notice, as to why the amount specified in the notice (excluding the interest) should not be recovered
from him, and after giving that person an opportunity of being heard, and after considering the representation, if
any, made by such person, determine the amount of duty or interest or both to be recovered from such person, not
being in excess of the amount specified in the notice, and pass order to recover the amount of duty  or interest or
both and the person to whom the instrument was issued shall repay the amount so specified in the notice within
a period of thirty days from the date of receipt of the said order, along with the interest due on such amount,
whether or not the amount of interest is specified separately.

(4) Where an order determining the duty has been passed under section 28, no order to recover that duty shall
be passed under this section.

(5)  Where the person referred to in sub-section (3) fails to repay the amount within the period of thirty days
specified therein, it shall be recovered in the manner laid down in sub-section (1) of section 142.'.

117. In section 28BA of the Customs Act, in sub-section (1),––
(a) for the words, figures and letter "or section 28B", the words, figures and letters "or section 28AAA or section

28B" shall be substituted; 
(b) for the words, brackets, figures and letter "or sub-section (2) of section 28B", the words, brackets, figures

and letters  "or sub-section (3) of section 28AAA or sub-section (2) of section 28B" shall be substituted.
118. In section 47 of the Customs Act, in sub-section (2),––
(a) in the first proviso, for the words "Provided that", the following shall be substituted, namely:—
"Provided that the Central Government may, by notification in the Official Gazette, specify the class or classes

of importers who shall pay such duty electronically: 
Provided further that";
(b) in the second proviso, for the words "Provided further that", the words "Provided also that" shall be

substituted.
119. In section 75A of the Customs Act,  in sub-section (2), for the word, figures and letters "section 28AB", the

word, figures and letters "section 28AA" shall be substituted and shall be deemed to have been substituted with
effect from the 8th day of April, 2011. 

120.   In section 104 of the Customs Act, for sub-sections (3) and (4), the following sub-sections shall be
substituted, namely:–– 

"(3)   Where an officer of customs has arrested any person under sub-section (1), for any offence (other than an
offence punishable for a term of imprisonment of three years or more under section 135), he shall, for the purpose
of releasing such person on bail or otherwise, have the same powers and be subject to the same provisions as the
officer-in-charge of a police station has, and is subject to, under the Code of Criminal Procedure, 1973.

(4)   Notwithstanding anything contained in the Code of Criminal Procedure, 1973, all offences under this Act
(except an offence punishable for a term of imprisonment of three years or more under section 135) shall be
bailable.

(5) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, all offences under this Act
(except an offence punishable for a term of imprisonment of three years or more under section 135) shall, be non-
cognizable.

(6) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, the offences punishable for
a term of imprisonment of three years or more under section 135 shall be cognizable.’’.

121. After section 104 of the Customs Act, the following section shall be inserted, namely:––

"104A. (1) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, no person accused of
an offence punishable for a term of imprisonment of three years or more under section 135 shall be released on
bail or on his own bond unless— 

(i) the public prosecutor has been given an opportunity to oppose the application for such release; and
(ii) where the public prosecutor opposes the application, the Magistrate is satisfied that there are reasonable

grounds for believing that he is not guilty of such offence and that he is not likely to commit any offence while on
bail:

Provided that a person who is under the age of eighteen years or is a woman or is sick or infirm, may be
released on bail if the Magistrate so directs.

(2) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, no police officer shall, save
as otherwise provided under this Act, investigate into an offence under this Act unless specifically authorised by
the Central Government by a general or special order, and subject to such conditions as may be specified in the
order.''.

122. In section 122 of the Customs Act,––
(i)  in clause (b), for the words "two lakh", the words "five lakh" shall be substituted; 
(ii)  in clause (c), for the words "ten thousand", the words "fifty thousand" shall be substituted.
123. For section 138 of the Customs Act, the following section shall be substituted, namely:––

"138. Notwithstanding anything contained in the Code of Criminal Procedure, 1973, an offence under this
Chapter (other than the offence punishable for a term of imprisonment of three years or more under section 135)
may be tried summarily by a Magistrate.". 

124. In section 153 of the Customs Act, in clause (a), for the words "registered post to the person for whom it is
intended or to his agent", the words "registered post or by such courier as may be approved by the Commissioner
of Customs" shall be substituted.

125. Notwithstanding anything contained in sub-section (1) of section 25 of the Customs Act, the item and its
description specified under column (1) of the Second Schedule, falling under Chapter 89 of the First Schedule to
the Customs Tariff Act, 1975, shall be and shall be deemed to have been exempted from the whole of the additional
duty of customs leviable thereon under sub-section (1) of section 3 of the said Customs Tariff Act,  on and from
and up to the corresponding date specified in column (2) thereof.

Customs Tariff
126. In the Customs Tariff Act, 1975 (hereinafter referred to as the Customs Tariff Act), in section 8C, in sub-

section (5), for the proviso, the following proviso shall be substituted, namely:––
"Provided that if the Central Government is of the opinion that such article continues to be imported into

India from the People's Republic of China  so as to cause or threatening to cause market disruption to domestic
industry, the Central Government may, notwithstanding the measures taken by the domestic industry towards
adjustment to such market disruption or any threat arising thereof, if considers necessary that such duty should
continue, extend the period of imposition of  such safeguard duty for a period not beyond the period of ten years
from the date on which the safeguard duty was first imposed.".
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127. The First Schedule to the Customs Tariff Act shall be amended in the manner specified in the Third
Schedule.

128. The Second Schedule to the Customs Tariff Act shall be amended in the manner specified in the Fourth
Schedule.

Excise
129. In the Central Excise Act, 1944 (hereinafter referred to as the Central Excise Act), in section 4, in sub-

section (3), in clause (b), in the Explanation, for clause (i), the following clause shall be substituted, namely:––
'(i) "inter-connected undertakings" means two or more undertakings which are inter-connected with each

other in any of the following manners, namely:––
(A) if one owns or controls the other;
(B) where the undertakings are owned by firms, if such firms have one or more common partners;
(C) where the undertakings are owned by bodies corporate,––
(I) if one body corporate manages the other body corporate; or 
(II) if one body corporate is a subsidiary of the other body corporate; or
(III) if the bodies corporate are under the same management; or
(IV) if one body corporate exercises control over the other body corporate in any other manner;
(D) where one undertaking is owned by a body corporate and the other is owned by a firm, if one or more

partners of the firm,––
(I) hold, directly or indirectly, not less than fifty per cent. of the shares, whether preference or equity, of the

body corporate; or 
(II) exercise control, directly or indirectly, whether as director or otherwise, over the body corporate;
(E) if one is owned by a body corporate and the other is owned by a firm having bodies corporate as its

partners, if such bodies corporate are under the same management;
(F) if the undertakings are owned or controlled by the same person or by the same group;
(G) if one is connected with the other either directly or through any number of undertakings which are inter-

connected undertakings within the meaning of one or more of the foregoing sub-clauses.
Explanation I.–– For the purposes of this clause, two bodies corporate shall be deemed to be under the same

management,––
(i) if one such body corporate exercises control over the other or both are under the control of the same group

or any of the constituents of the same group; or
(ii) if the managing director or manager of one such body corporate is the managing director or manager of

the other; or 
(iii) if one such body corporate holds not less than one-fourth of the equity shares in the other or controls the

composition of not less than one-fourth of the total membership of the Board of directors of the other; or
(iv) if one or more directors of one such body corporate constitute, or at any time within a period of six months

immediately preceding the day when the question arises as to whether such bodies corporate are under the same
management, constituted (whether independently or together with relatives of such directors or employees of the
first mentioned body corporate) one-fourth of the directors of the other; or

(v) if the same individual or individuals belonging to a group, while holding (whether by themselves or together
with their relatives) not less than one-fourth of the equity shares in one such body corporate also hold (whether by
themselves or together with their relatives) not less than one-fourth of the equity shares in the other; or 

(vi) if the same body corporate or bodies corporate belonging to a group, holding, whether independently or
along with its or their subsidiary or subsidiaries, not less than one-fourth of the equity shares in one body
corporate, also hold not less than one-fourth of the equity shares in the other; or

(vii) if not less than one-fourth of the total voting power in relation to each of the two bodies corporate is
exercised or controlled by the same individual (whether independently or together with his relatives) or the same
body corporate (whether independently or together with its subsidiaries); or

(viii) if not less than one-fourth of the total voting power in relation to each of the two bodies corporate is
exercised or controlled by the same individuals belonging to a group or by the same bodies corporate belonging
to a group, or jointly by such individual or individuals and one or more of such bodies corporate; or

(ix) if the directors of one such body corporate are accustomed to act in accordance with the directions or
instructions of one or more of the directors of the other, or if the directors of both the bodies corporate are
accustomed to act in accordance with the directions or instructions of an individual, whether belonging to a
group or not.

Explanation II.— If a group exercises control over a body corporate, that body corporate and every other body
corporate, which is a constituent of, or controlled by, the group shall be deemed to be under the same
management.

Explanation III.— If two or more bodies corporate under the same management hold, in the aggregate, not
less than one-fourth equity share capital in any other body corporate, such other body corporate shall be deemed
to be under the same management as the first mentioned bodies corporate.

Explanation IV.— In determining whether or not two or more bodies corporate are under the same
management, the shares held by financial institutions in such bodies corporate shall not be taken into account.

Illustration Undertaking B is inter-connected with undertaking A and  undertaking C is inter-connected with
undertaking B. Undertaking C is inter-connected with undertaking A; if undertaking D is inter-connected with
undertaking C, undertaking D will be inter-connected with undertaking B and consequently with undertaking A;
and so on.

Explanation V.— For the purposes of this clause,   "group" means a group of—
(i) two or more individuals, associations of individuals, firms, trusts, trustees or bodies corporate (excluding

financial institutions), or any combination thereof, which exercises, or is established to be in a position to
exercise, control, directly or indirectly, over any body corporate, firm or trust; or

(ii) associated persons.
Explanation VI.— For the purposes of this clause,––
(I) a group of persons who are able, directly or indirectly, to control the policy of a body corporate, firm or

trust, without having a controlling interest in that body corporate, firm or trust, shall also be deemed to be in a
position to exercise control over it;

(II) "associated persons"—
(a) in relation to a director of a body corporate, means—
(i) a relative of such director, and includes a firm in which such director or his relative is a partner;
(ii) any trust of which any such director or his relative is a trustee;
(iii) any company of which such director, whether independently or together with his relatives, constitutes

one-fourth of its Board of directors;
(iv) any other body corporate, at any general meeting of which not less than one-fourth of the total number of

directors of such other body corporate are appointed or controlled by the director of the first mentioned body
corporate or his relative, whether acting singly or jointly;

(b) in relation to the partner of a firm, means a relative of such partner and includes any other partner of such
firm; and

(c) in relation to the trustee of a trust, means any other trustee of such trust;
(III) where any person is an associated person in relation to another, the latter shall also be deemed to be an

associated person in relation to the former;'.
130. In section 9 of the Central Excise Act, in sub-section (1), in clause (i), for the words "one lakh", the words

"thirty lakh" shall be substituted.
131. In section 9A of the Central Excise Act, for sub-section (1), the following sub-section shall be substituted,

namely:––
"(1) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, all offences under this Act

(except an offence punishable for a term of imprisonment of three years or more under section 9) shall be non-
cognizable.". 

132. In section 11A of the Central Excise Act,–– 
(a) in sub-section (5), for the words "has not been levied or paid or", the words "has not been levied or paid or

has been" shall be substituted;
(b) for sub-section (8), the following sub-section  shall be substituted, namely:––
"(8) Where the service of notice is stayed by an order of a court or tribunal, the period of such stay shall be

excluded in computing the period of one year referred to in clause (a) of sub-section (1) or five years referred to in
sub-section (4) or sub-section (5), as the case may be.".

133. In section 11AC of the Central Excise Act, in sub-section (1),–– 
(i)  in clauses (a) and (b), for the words "has not been levied or paid or", the words "has not been levied or paid

or has been" shall respectively be substituted;
(ii) in clause (c), for the words "duty so determined", the words "duty so determined only in a case where the

penalty is paid within the period so specified" shall be substituted.
134. In section 12F of the Central Excise Act, for sub-section (2), the following sub-section shall be substituted,

namely:––
'(2) The provisions of the Code of Criminal Procedure, 1973 relating to search and seizure shall, so far as may

be, apply to search and seizure under this section subject to the modification that sub-section (5) of section 165 of
the said Code shall have effect as if for the word "Magistrate", wherever it occurs, the words "Commissioner of
Central Excise" were substituted.'.

135. For section 13 of the Central Excise Act, the following sections shall be substituted, namely:—
"13. (1) If an officer of Central Excise empowered in this behalf by general or special order of the Commissioner

of Central Excise has reason to believe that any person has committed an offence punishable under this Act, he
may arrest such person and shall, as soon as may be, inform him of the grounds for such arrest.

(2)   Every person arrested under sub-section (1) for an offence shall, without unnecessary delay, be taken to a
Magistrate.

(3)   Where an officer of Central Excise has arrested any person under sub-section (1), for any offence (other
than an offence punishable for a term of imprisonment of three years or more under section 9), he shall, for the
purpose of releasing such person on bail or otherwise, have the same powers and be subject to the same provisions
as the officer-in-charge of a police station has, and is subject to, under the Code of Criminal Procedure, 1973.

(4)   Notwithstanding anything contained in the Code of Criminal Procedure, 1973, all offences under this Act
(except an offence punishable for a term of imprisonment of three years or more under section 9) shall be bailable.

(5)   Notwithstanding anything contained in the Code of Criminal Procedure, 1973, all offences punishable for
a term of imprisonment of three years or more under section 9 shall be cognizable.

13A. (1) Notwithstanding anything contained in the Code of Criminal Procedure, 1973, no person accused of
an offence punishable for a term of imprisonment of three years or more under section 9 shall be released on bail
or on his own bond unless— 

(i) the public prosecutor has been given an opportunity to oppose the application for such release; and
(ii) where the public prosecutor opposes the application, the Magistrate is satisfied that there are reasonable

grounds for believing that he is not guilty of such offence and that he is not likely to commit any offence while on bail:
Provided that a person who is under the age of eighteen years or is a woman or is sick or infirm, may be

released on bail if the Magistrate so directs.
(2)  Notwithstanding anything contained in the Code of Criminal Procedure, 1973, no police officer shall, save as

otherwise provided under this Act, investigate into an offence under this Act unless specifically authorised by the
Central Government by a general or special order, and subject to such conditions as may be specified in the order.''.

136. For section 18 of the Central Excise Act,  the following section shall be substituted, namely:—
"18. All searches under this Act or the rules made thereunder and all arrests under this Act shall, save as

otherwise provided under this Act,  be carried out in accordance with the provisions of the Code of Criminal
Procedure, 1973, relating respectively to searches and arrests under that Code.".

137. Section 19 of the Central Excise Act shall be omitted.
138. In section 20 of the Central Excise Act,—
(a) the words and figures “under section 19” shall be omitted;
(b) after the words “such Magistrate”, the words “in accordance with the provisions of this Act” shall be

inserted.
139. (1) The notification of the Government of India in the Ministry of Finance (Department of Revenue)

number G.S.R. 62 (E), dated the 6th February, 2010 (hereinafter referred to as the said notification), issued under
sub-section (1) of section 5A of the Central Excise Act, 1944, shall stand amended and shall be deemed to have
been amended retrospectively, in the manner specified in column (2) of the Fifth Schedule, on and from the
corresponding date specified in column (3) of that Schedule, against the said notification specified in column (1)
of that Schedule.

(2) For the purposes of sub-section (1), the Central Government shall have and shall be deemed to have the
power to amend the said notification with retrospective effect as if the Central Government had the power to
amend the said notification under sub-section (1) of section 5A of the Central Excise Act, 1944, retrospectively, at
all material times.

Explanation.— For the removal of doubts, it is hereby declared that no act or omission on the part of any
person shall be punishable as an offence which would not have been so punishable had the said notification not
been amended retrospectively.

140. The Third Schedule to the Central Excise Act shall be amended in the manner specified in the Sixth
Schedule.  

Central Excise Tariff 
141. In the Central Excise Tariff Act, 1985 (hereinafter referred to as the Central Excise Tariff Act), the First

Schedule shall be amended in the manner specified in the Seventh Schedule.
142. (1) In the First Schedule to the Central Excise Tariff Act, in Chapter 54, after Note 1, the following Note

shall be inserted and shall be deemed to have been inserted with effect from the 29th day of June, 2010, namely:––

"1A. Notwithstanding anything contained in Note 1, man-made fibre such as polyester staple fibre and
polyester filament yarn manufactured from plastic and plastic waste including waste polyethylene terephthalate
bottles shall be classified as textile material under Chapter 54 or Chapter 55, as the case may be.".

(2) Any action taken or anything done or purported to have been taken or done for recovery of duty of excise
at any time during the period commencing on and from the 29th day of June, 2010 and ending with the date on
which the Finance Bill, 2012 receives the assent of the President (hereafter in this section referred to as the
"specified period"), shall be deemed to be, and always to have been, for all purposes, as validly and effectively
taken or done as if the amendment made by sub-section (1) had been in force at all material times and,
accordingly, notwithstanding any judgment, decree or order of any court, tribunal or other authority—

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

(b) recovery shall be made of all the duties which have not been paid, but would have been paid had the
amendments made by sub-section (1) been in force, within a period of thirty days from the date on which the
Finance Bill, 2012 receives the assent of the President and in the event of non-payment of such duties of excise
within the said period, interest at the rate of twenty-four per cent. per annum on the amount of such duties in
addition to the amount of duties to be recovered, shall be payable from the date immediately after the expiry of
the said period of thirty days till the date of its payment;

(c)  while computing the amount of duty to be recovered under clause (b), the assessee shall be entitled to take
into account the CENVAT credit of duty paid on inputs, input services and capital goods, if any, under the
CENVAT Credit Rules, 2004 which has not been availed by him for reason of such goods being treated as non-
excisable or exempted goods.

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

CHAPTER  V
SERVICE TAX

143. In the Finance Act, 1994,—
(A) in section 65, after the Explanation occurring at the end of  clause (121), the following proviso shall be

inserted with effect from such date as the Central Government may, by notification, appoint, namely:–– 
"Provided that the provisions of this section shall not apply with effect from such date as the Central

Government may, by notification, appoint.";
(B) in section 65A, after sub-section (2), the following sub-section shall be inserted with effect from such date

as the Central Government may, by notification, appoint, namely:––
"(3) The provisions of this section shall not apply with effect from such date as the Central Government may,

by notification, appoint.";
(C) after section 65A, the following section shall be inserted with effect from such date as the Central

Government may, by notification, appoint, namely:––
'65B. In this Chapter, unless the context otherwise requires,––
(1)  "actionable claim" shall have the meaning assigned to it in section 3 of the Transfer of Property Act, 1882;
(2) "advertisement" means any form of presentation for promotion of, or bringing awareness about, any event,

idea, immovable property, person, service, goods or actionable claim through newspaper, television, radio or any
other means but does not include any presentation made in person;

(3) "agriculture" means the cultivation of plants and rearing of all life-forms of  animals, except the rearing of
horses,  for food, fibre, fuel, raw material or other similar products; 

(4) "agricultural extension" means application of scientific research and knowledge to agricultural practices
through farmer education or training; 

(5) "agricultural produce" means any produce of agriculture on which either no further processing is done or

such processing is done as is usually done by a cultivator or producer which does not alter its essential
characteristics but makes it marketable for primary market;

(6) "Agricultural Produce Marketing Committee or Board" means any committee or board constituted under
a State law for the time being in force for the purpose of regulating the marketing of agricultural produce;

(7) "aircraft" has the meaning assigned to it in clause (1) of section 2 of the Aircraft Act, 1934;
(8) "airport" has the meaning assigned to it in clause (b) of section 2 of the Airports Authority of India Act, 1994; 
(9)  "amusement facility" means a facility where fun or recreation is provided by means of rides, gaming

devices or bowling alleys in amusement parks, amusement arcades, water parks, theme parks or such other places
but does not include a place within such facility where other services are provided;

(10)  "Appellate Tribunal" means the Customs, Excise and Service Tax Appellate Tribunal constituted under
section 129 of the Customs Act, 1962; 

(11)  "approved vocational education course" means,––
(i)  a course run by an industrial training institute or an industrial training centre affiliated to the National

Council for Vocational Training offering courses in designated trades notified under the Apprentices Act, 1961; or   
(ii)  a Modular Employable Skill Course, approved by the National Council of Vocational Training, run by a

person registered with the Directorate General of Employment and Training, Union Ministry of Labour and
Employment; or 

(iii) a course run by an institute affiliated to the National Skill Development Corporation set up by the
Government of India;

(12) "assessee" means a person liable to pay tax and includes his agent;  
(13) "associated enterprise" shall have the meaning assigned to it in section 92A of the Income-tax Act, 1961;
(14)  "authorised dealer of foreign exchange" shall have the meaning assigned to "authorised person" in clause

(c) of section 2 of the Foreign Exchange Management Act, 1999;
(15) "betting or gambling" means putting on stake something of value, particularly money, with

consciousness of risk and hope of gain on the outcome of a game or a contest, whose result may be determined by
chance or accident, or on the likelihood of anything occurring or not occurring;

(16) "Board" means the Central Board of Excise and Customs constituted under the Central Boards of Revenue
Act, 1963;

(17)  "business entity" means any person ordinarily carrying out any activity relating to industry, commerce or
any other business;

(18) "Central Electricity Authority" means the authority constituted under section 3 of the Electricity (Supply)
Act, 1948;

(19) "Central Transmission Utility" shall have the meaning assigned to it in clause (10) of section 2 of the
Electricity Act, 2003;

(20) "courier agency" means  any person engaged in the door-to-door transportation of time-sensitive
documents, goods or articles utilising the services of a person, either directly or indirectly, to carry or accompany
such documents, goods or articles;

(21) "customs station" shall have the meaning assigned to it in clause (13) of section 2 of the Customs Act, 1962;
(22) "declared service" means any activity carried out by a person for another person for consideration and

declared as such  under section 66E;
(23)  "electricity transmission or distribution utility" means the Central Electricity Authority; a State

Electricity Board; the Central Transmission Utility or a State Transmission Utility notified under the Electricity
Act, 2003; or a distribution or transmission licensee under the said Act, or any other entity entrusted with such
function by the Central Government or, as the case may be, the State Government; 

(24) "entertainment event" means an event or a performance which is intended to provide recreation,
pastime, fun or enjoyment, by way of exhibition of cinematographic film, circus, concerts, sporting event,
pageants, award functions, dance, musical or theatrical performances including drama, ballets or any such event
or programme;

(25)  "goods" means every kind of movable property other than actionable claim and money; and includes
securities, growing crops, grass, and things attached to or forming part of the land which are agreed to be severed
before sale or under the contract of sale; 

(26) "goods transport agency" means any person who provides service in relation to transport of goods by road
and issues consignment note, by whatever name called;

(27)  "India" means,––
(a)  the territory of the Union as referred to in clauses (2) and (3) of article 1 of the Constitution;
(b)  its territorial waters, continental shelf, exclusive economic zone or any other maritime zone as defined in

the Territorial Waters, Continental Shelf, Exclusive Economic Zone and other Maritime Zones Act, 1976;
(c)  the seabed and the subsoil underlying the territorial waters; 
(d)  the air space above its territory and territorial waters; and 
(e)  the installations, structures and vessels located in the continental shelf of India and the exclusive

economic zone of India, for the purposes of prospecting or extraction or production of mineral oil and natural gas
and supply thereof;  

(28) "information technology software" means any representation of instructions, data, sound or image,
including source code and object code, recorded in a machine readable form, and capable of being manipulated
or providing interactivity to a user, by means of a computer or an automatic data processing machine or any other
device or equipment;

(29) "inland waterway" means national waterways as defined in clause (h) of section 2 of the Inland Waterways
Authority of India Act, 1985 or other waterway on any inland water, as defined in clause (b) of section 2 of the
Inland Vessels Act, 1917;

(30)  "interest" has the meaning assigned to it in clause (28A) of section 2 of the Income-tax Act, 1961;
(31)  "local authority" means-
(a) a Panchayat as referred to in clause (d) of article 243 of the Constitution;
(b) a Municipality as referred to in clause (e) of article 243P of the Constitution;
(c) a Municipal Committee and a District Board, legally entitled to, or entrusted by the Government with, the

control or management of a municipal or local fund; 
(d) a Cantonment Board as defined in section 3 of the Cantonments Act, 2006;
(e) a regional council or a district council constituted under the Sixth Schedule to the Constitution;
(f) a development board constituted under article 371 of the Constitution; or
(g) a regional council constituted under article  371A of the Constitution;
(32)  "metered cab" means any contract carriage on which an automatic device, of the type and make

approved under the relevant rules by the State Transport Authority, is fitted which indicates reading of the fare
chargeable at any moment and that is charged accordingly under the conditions of its permit issued under the
Motor Vehicles Act, 1988 and the rules made thereunder;

(33)  "money" means Indian legal tender, cheque, promissory note, bill of exchange, letter of credit, draft, pay
order, traveller cheque, money order, postal or electronic remittance or any such similar instrument when used as
consideration to settle an obligation or exchange with Indian legal tender of another denomination but shall not
include any currency that is held for its numismatic value;

(34)  "negative list" means the services which are listed in section 66D;
(35) "non-taxable territory" means the territory which is outside the taxable territory;
(36) "notification" means notification published in the Official Gazette and the expressions ‘‘notify’’ and

"notified" shall be construed accordingly;

(37)  "person" includes,––
(i)  an individual, 
(ii) a Hindu undivided family,
(iii) a company,
(iv) a society,
(v) a limited liability partnership,
(vi) a firm,
(vii) an association of persons or body of individuals, whether incorporated or not, 
(viii) Government,
(ix) a local authority, or 
(x) every artificial juridical person, not falling within any of the preceding sub-clauses;

(38)  "port" has the meaning assigned to it in clause (q) of section 2 of the Major Port Trusts Act, 1963 or in
clause (4) of section 3 of the Indian Ports Act, 1908; 

(39)  "prescribed" means prescribed by rules made under this Chapter;
(40) "process amounting to manufacture or production of goods" means a process on which duties of excise

are leviable under section 3 of the Central Excise Act, 1944 or any process amounting to manufacture of alcoholic
liquors for human consumption, opium, Indian hemp and other narcotic drugs and narcotics on which duties of
excise are leviable under any State Act for the time being in force;

(41)  "renting" means allowing, permitting or granting access, entry, occupation, use or any such facility,
wholly or partly, in an immovable property, with or without the transfer of possession or control of the said
immovable property and includes letting, leasing, licensing or other similar arrangements in respect of
immovable property;

(42) "Reserve Bank of India" means the bank established under section 3 of the Reserve Bank of India Act, 1934;
(43) "securities" has the meaning assigned to it in clause (h) of section 2 of the Securities Contract (Regulation)

Act, 1956;
(44) "service" means any activity carried out by a person for another for consideration, and includes a

declared service, but shall not include— 
(a) an activity which constitutes merely,––
(i) a transfer of title in goods or immovable property, by way of sale, gift or in any other manner; or
(ii) a transaction in money or  actionable claim;
(b) a provision of service by an employee to the employer in the course of or in relation to his employment;
(c) fees taken in any Court or tribunal established under any law for the time being in force. 
Explanation 1.— For the removal of doubts, it is hereby declared that nothing contained in this clause shall

apply to,––
(A) the functions performed by the Members of Parliament, Members of State Legislative, Members of

Panchayats, Members of Municipalities and Members of  other local authorities who receive any consideration in
performing the functions of that office as such member; or

(B) the duties performed by any person who holds any post in pursuance of the provisions of the Constitution
in that capacity; or

(C) the duties performed by any person as a Chairperson or a Member or a Director in a body established by
the Central Government or State Governments or local authority and who is not deemed as an employee before
the commencement of this section.

Explanation 2.–– For the purposes of this Chapter,—
(a) an unincorporated association or a body of persons, as the case may be, and a member thereof shall be

treated as distinct persons;
(b) an establishment of a person in the taxable territory and any of his other establishment in a non-taxable

territory shall be treated as establishments of distinct persons. 

Explanation 3.— A person carrying on a business through a branch or agency or representational office in any
territory shall be treated as having an establishment in that territory;

(45) "Special Economic Zone" has the meaning assigned to it in clause (za) of section 2 of the Special
Economic Zones Act, 2005;

(46) "stage carriage" shall have the meaning assigned to it in clause (40) of section 2 of the Motor Vehicles Act, 1988;
(47) "State Electricity Board" means the Board constituted under section 5 of the Electricity (Supply) Act, 1948;
(48) "State Transmission Utility" shall have the meaning assigned to it in clause (67) of section 2 of the

Electricity Act, 2003;
(49) "support services" means infrastructural, operational, administrative, logistic, marketing or any other

support of any kind comprising functions that entities carry out in ordinary course of operations themselves but
may obtain as services by outsourcing from others for any reason whatsoever and shall include advertisement
and promotion, construction or works contract, renting of immovable property, security, testing and analysis;

(50) "tax" means service tax leviable under the provisions of this Chapter;
(51) "taxable service" means any service on which service tax is leviable under section 66B;
(52) "taxable territory" means the territory to which the provisions of this Chapter apply;
(53) "vessel" has the meaning assigned to it in clause (z) of section 2 of the Major Port Trusts Act, 1963;
(54) "works contract" means a contract wherein transfer of property in goods involved in the execution of

such contract is leviable to tax as sale of goods and such contract is for the purpose of carrying out construction,
erection, commissioning, installation, completion, fitting out, improvement, repair, renovation, alteration of any
building or structure on land or for carrying out any other similar activity or a part thereof in relation to any
building or structure on land;

(55) words and expressions used but not defined in this Chapter and defined in the Central Excise Act, 1944 or
the rules made thereunder, shall apply, so far as may be, in relation to service tax as they apply in relation to a duty
of excise.'.

(D) in section 66, the following proviso shall be inserted with effect from such date as the Central Government
may, by notification, appoint, namely:––

"Provided that the provisions of this section shall not apply with effect from such date as the Central
Government may, by notification, appoint.";

(E) in section 66A, after Explanation 2 occurring at the end of sub-section (2), the following sub-section shall
be inserted with effect from such date as the Central Government may, by notification, appoint, namely:––

"(3) The provisions of this section shall not apply with effect from such date as the Central Government may,
by notification, appoint.";

(F) after section 66A, the following sections shall be inserted with effect from such date as the Central
Government may, by notification, appoint, namely:–– 

'66B. There shall be levied a tax (hereinafter referred to as the service tax) at the rate of twelve per cent. on the
value of all services, other than those services specified in the negative list, provided or agreed to be provided in
the taxable territory by one person to another and collected in such manner as may be prescribed.

66C. (1) The Central Government may, having regard to the nature and description of various services, by
rules made in this regard, determine the place where such services are provided or deemed to have been provided
or agreed to be provided or deemed to have been agreed to be provided.  

(2) Any rule made under sub-section (1) shall not be invalid merely on the ground that either the service
provider or the service receiver or both are located at a place being outside the taxable territory. 

66D.  The negative list shall comprise of the following services, namely:––
(a) services by Government or a local authority excluding the following services to the extent they are not

covered elsewhere—
(i) services by the Department of Posts by way of speed post, express parcel post, life insurance and agency

services provided to a person other than Government;
(ii) services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport;
(iii) transport of goods or passengers; or
(iv) support services, other than services covered under clauses (i) to (iii) above, provided to business entities;
(b) services by the Reserve Bank of India;
(c) services by a foreign diplomatic mission located in India;
(d) services relating to agriculture by way of—
(i) agricultural operations directly related to production of any agricultural produce including cultivation,

harvesting, threshing, plant protection or seed testing;
(ii)   supply of farm labour;
(iii) processes carried out at an agricultural farm including tending, pruning, cutting, harvesting, drying,

cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling or bulk packaging and such like
operations which do not alter the essential characteristics of agricultural produce but make it only marketable for
the primary market;

(iv)  renting or leasing of agro machinery or vacant land with or without a structure incidental to its use;
(v) loading, unloading, packing, storage or warehousing of agricultural produce;
(vi)   agricultural extension services;
(vii) services by any Agricultural Produce Marketing Committee or Board or services provided by a

commission agent for sale or purchase of agricultural produce;
(e) trading of goods;
(f) any process amounting to manufacture or production of goods;
(g) selling of space or time slots for advertisements other than advertisements broadcast by radio or

television;
(h) service by way of access to a road or a bridge on payment of toll charges;
(i) betting, gambling or lottery;
(j) admission to entertainment events or access to amusement facilities;
(k) transmission or distribution of electricity by an electricity transmission or distribution utility;
(l)  services by way of—
(i)  pre-school education and education up to higher secondary school or equivalent;
(ii) education as a part of a curriculum for obtaining a qualification recognised by any law for the time being

in force;
(iii) education as a part of an approved vocational education course;
(m) services by way of renting of residential dwelling for use as residence;
(n) services by way of—
(i) extending deposits, loans or advances in so far as the consideration is represented by way of interest or

discount;
(ii) inter se sale or purchase of foreign currency amongst banks or authorised dealers of foreign exchange or

amongst banks and such dealers;

(o) service of transportation of passengers, with or without accompanied belongings, by—
(i) a stage carriage;
(ii) railways in a class other than—
(A) first class; or 
(B) an airconditioned coach;
(iii) metro, monorail or tramway;
(iv) inland waterways;
(v) public transport, other than predominantly for tourism purpose, in a vessel of less than fifteen tonn

e net; and
(vi) metered cabs, radio taxis or auto rickshaws;
(p) services by way of transportation of goods—
(i) by road except the services of—
(A) a goods transportation agency; or 
(B) a courier agency;
(ii) by an aircraft or a vessel from a place outside India to the first customs station of landing in India; or
(iii) by inland waterways;
(q) funeral, burial, crematorium or mortuary services including transportation of the deceased.
66 E. The following shall constitute declared services, namely:––
(a) renting of immovable property;
(b) construction of a complex, building, civil structure or a part thereof, including a complex or building

intended for sale to a buyer, wholly or partly, except where the entire consideration is received after issuance of
completion-certificate by the competent authority.

Explanation.—  For the purposes of this clause,—
(I) the expression "competent authority" means the Government or any authority authorised to issue

completion certificate under any law for the time being in force and in case of non-requirement of such certificate
from such authority, from any of the following, namely:––   

(A) architect registered with the Council of Architecture constituted under the Architects Act, 1972; or  
(B) chartered engineer registered with the Institution of Engineers (India); or 
(C) licensed surveyor of the respective local body of the city or town or village or development or planning

authority;
(II) the expression "construction" includes additions, alterations, replacements or remodelling of any existing

civil structure; 
(c) temporary transfer or permitting the use or enjoyment of any intellectual property right;
(d) development, design, programming, customisation, adaptation, upgradation, enhancement,

implementation of information technology software;
(e) agreeing to the obligation to refrain from an act, or to tolerate an act or a situation, or to do an act;
(f) transfer of goods by way of hiring, leasing, licensing or in any such manner without transfer of right to use

such goods;
(g) activities in relation to delivery of goods on hire purchase or any system of payment by instalments;
(h) service portion in the execution of a works contract;
(i) service portion in an activity wherein goods, being food or any other article of human consumption or any

drink (whether or not intoxicating) is supplied in any manner as a part of the activity.
66F. (1) Unless otherwise specified, reference to a service (herein  referred to as main service) shall not include

reference to a service which is used for providing main service.
(2) Where a service is capable of differential treatment for any purpose based on its description, the most

specific description shall be preferred over a more general description.
(3) Subject to the provisions of sub-section (2), the taxability of a bundled service shall be determined in the

following manner, namely:––
(a) if various elements of such service are naturally bundled in the ordinary course of business, it shall be

treated as provision of the single service which gives such bundle  its essential character;
(b)  if various elements of such service are not naturally bundled in the ordinary course of business, it shall be

treated as provision of the single service which results in highest liability of service tax. 
Explanation.—  For the purposes of sub-section (3), the expression "bundled service" means a bundle of

provision of various services wherein an element of provision of one service is combined with an element or
elements of provision of any other service or services.’;
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(G) in section 67, in the Explanation, clause (b) shall be omitted, with effect from such date as the Central
Government may, by notification, appoint;

(H) after section 67, the following section shall be inserted, namely:––
'67A. The rate of service tax, value of a taxable service and rate of exchange, if any, shall be the rate of service

tax or value of a taxable service or rate of exchange, as the case may be, in force or as applicable at the time when
the taxable service has been provided or agreed to be provided.

Explanation.— For the purposes of this section, "rate of exchange" means the rate of exchange referred to in
the Explanation to section 14 of the Customs Act, 1962.'; 

(I) in section 68, in sub-section (2), with effect from such date as the Central Government may, by notification,
appoint,––

(i) for the words "any taxable service notified", the words "such taxable services as may be notified" shall be
substituted;

(ii) the following proviso shall be inserted, namely:––

"Provided that the Central Government may notify the service and the extent of service tax which shall be
payable by such person and the provisions of this Chapter shall apply to such person to the extent so specified and
the remaining part of the service tax shall be paid by the service provider.";
(J) after section 72, the following section shall be inserted, namely:––
'72A. (1) If the Commissioner of Central Excise, has reasons to believe that any person liable to pay service tax
(herein referred to as ''such person''),––
(i) has failed to declare or determine the value of a taxable service correctly; or 
(ii) has availed and utilised credit of duty or tax paid-
(a) which is not within the normal limits having regard to the nature of taxable service provided, the extent of
capital goods used or the type of inputs or input services used, or any other relevant factors as he may deem
appropriate; or
(b) by means of fraud, collusion, or any wilful misstatement or suppression of facts; or
(iii) has operations spread out in multiple locations and it is not possible or practicable to obtain a true and
complete picture of his accounts from the registered premises falling under the jurisdiction of the said
Commissioner,
he may direct such person to get his accounts audited by a chartered accountant or cost accountant nominated by
him, to the extent and for the period as may be specified by the Commissioner.
(2) The chartered accountant or cost accountant referred to in sub-section (1) shall, within the period specified by
the said Commissioner, submit a report duly signed and certified by him to the said Commissioner mentioning
therein such other particulars as may be specified by him.
(3) The provisions of sub-section (1) shall have effect notwithstanding that the accounts of such person have been
audited under any other law for the time being in force.
(4) The person liable to pay tax shall be given an opportunity of being heard in respect of any material gathered on
the basis of the audit under sub-section (1) and proposed to be utilised in any proceeding under the provisions of
this Chapter or rules made thereunder.
Explanation.— For the purposes of this section,––
(i) "chartered accountant" shall have the meaning assigned to it in clause (b) of sub-section (1) of section 2 of the
Chartered Accountants Act, 1949;
(ii) "cost accountant" shall have the meaning assigned to it in clause (b) of sub-section (1) of section 2 of the Cost
and Works Accountants Act, 1959.';
(K) in section 73,––
(i) for the words "one year", wherever they occur, the words "eighteen months" shall be substituted;
(ii) after sub-section (1), the following sub-section shall be inserted, namely:––
"(1A) Notwithstanding anything contained in sub-section (1), the Central Excise Officer may serve, subsequent to
any notice or notices served under that sub-section, a statement, containing the details of service tax not levied or
paid or short levied or short paid or erroneously refunded for the subsequent period, on the person chargeable to
service tax, then, service of such statement shall be deemed to be service of notice on such person, subject to the
condition that the grounds relied upon for the subsequent period are same as are mentioned in the earlier
notices.";
(iii) in sub-section (4A), for the words, brackets and figures "sub-sections (3) and (4)", the word, brackets and figure
"sub-section (4)" shall be substituted;
(L) section 80 shall be re-numbered as sub-section (1) thereof, and after sub-section (1) as so re-numbered, the
following sub-section shall be inserted, namely:––
"(2) Notwithstanding anything contained in the provisions of section 76 or section 77 or section 78, no penalty
shall be imposable for failure to pay service tax payable, as on the 6th day of March, 2012, on the taxable service
referred to in sub-clause (zzzz) of clause (105) of section 65, subject to the condition that the amount of service tax
along with interest is paid in full within a period of six months from the date on which the Finance Bill, 2012
receives the assent of the President.";
(M) in section 83, for the figures and letters "12E, 14, 14AA, 15, 33A, 34A, 35F", the figures, letters, words and
brackets "12E, 14, 15, 31, 32, 32A to 32P (both inclusive), 33A, 34A, 35EE, 35F" shall be substituted;
(N) in section 85,––
(i) in sub-section (3), after the words "under this Chapter", the words and figures ", made before the date on which
the Finance Bill, 2012 receives the assent of the President" shall be inserted;  
(ii) after sub-section (3), the following sub-section shall be inserted, namely:––
"(3A) An appeal shall be presented within two months from the date of receipt of the decision or order of such
adjudicating authority, made on and after the Finance Bill, 2012 receives the assent of the President, relating to
service tax, interest or penalty under this Chapter:  
Provided that the Commissioner of Central Excise (Appeals) may, if he is satisfied that the appellant was
prevented by sufficient cause from presenting the appeal within the aforesaid period of two months, allow it to be
presented within a further period of one month."; 
(O) in section 86,––
(i) in sub-section (1), after the words "against such order",  the words "within three months of the date of receipt of
the order" shall be inserted;
(ii) for sub-section (3), the following sub-section shall be substituted, namely:––
"(3) Every appeal under sub-section (2) or sub-section (2A) shall be filed within four months from the date on

which the order sought to be appealed against is received by the Committee of Chief Commissioners or, as the
case may be, the Committee of Commissioners.";
(P) in section 88, for the word "duty", the word "tax" shall be substituted;
(Q) in section 89, in sub-section (1), for clause (a), the following clause shall be substituted with effect from the
date on which the Finance Bill, 2012 receives the assent of the President, namely:—
"(a) knowingly evades the payment of service tax under this Chapter; or";
(R) in section 93A, for the words "of such goods", the words "or removal or export of such goods" shall be
substituted;
(S) after section 93A, the following section shall be inserted, namely:––
"93B. All rules made under section 94 and applicable to the taxable services shall also be applicable to any other
service in so far as they are relevant to the determination of any tax liability, refund, credit of service tax or duties
paid on inputs and input services or for carrying out the provisions of Chapter V of the Finance Act, 1994.'';
(T) in section 94, in sub-section (2),––
(i) clause (ee) shall be omitted;
(ii)  in clause (hhh), after the words "provision of taxable service", the words, figures and letter "under section 66C"
shall be inserted;
(iii) clause (i) shall be re-lettered as clause (k) thereof and before the clause (k) as so re-lettered, the following shall
be inserted, namely:––
"(i) provide for the amount to be paid for compounding and the manner of compounding of offences;
(j) provide for the settlement of cases, in accordance with sections 31, 32 and 32A to 32P (both inclusive), in
Chapter V of the Central Excise Act, 1944 as made applicable to service tax vide section 83;';
(U) in section 95, after sub-section (1H), the following sub-section shall be inserted, namely:––

"(1-I). If any difficulty arises in giving effect to section 143 of the Finance Act, 2012, in so far as it relates to
insertion of sections 65B, 66B, 66C, 66D, 66E and section 66F in Chapter V of the Finance Act, 1994, the Central
Government may, by order published in the Official Gazette, which is not inconsistent with the provisions of this
Chapter, make such provisions, as may be necessary or expedient for the purpose of removing the difficulty from
such date, which shall include the power to give retrospective effect from a date not earlier than the date of
coming into force of the Finance Act, 2012:

Provided that no such order shall be made after the expiry of a period of two years from the date of coming
into force of these provisions.";

(V) in section 96C, in sub-section (2), for clause (e), the following clause shall be substituted, namely:––
"(e) admissibility of credit of duty or tax in terms of the rules made in this regard;";
(W) after section 96J, the following sections shall be inserted, namely:––
"97. (1) Notwithstanding anything contained in section 66, no service tax shall be levied or collected in respect

of management, maintenance or repair of roads, during the period on and from the 16th day of June, 2005 to the
26th day of July, 2009 (both days inclusive).

(2) Refund shall be made of all such service tax which has been collected but which would not have been so
collected had sub-section (1) been in force at all material times.

(3) Notwithstanding anything contained in this Chapter, an application for the claim of refund of service tax
shall be made within a period of six months from the date on which the Finance Bill, 2012 receives the assent of
the President.

98. (1) Notwithstanding anything contained in section 66, no service tax shall be levied or collected in respect
of management, maintenance or repair of non-commercial Government buildings, during the period on and
from the 16th day of June, 2005 till the date on which section 66B comes into force.

(2) Refund shall be made of all such service tax which has been collected but which would not have been so
collected had sub-section (1) been in force at all material times.

(3) Notwithstanding anything contained in this Chapter, an application for the claim of refund of service tax
shall be made within a period of six months from the date on which the Finance Bill, 2012 receives the assent of
the President.".

144. (1) In the CENVAT Credit Rules, 2004, made by the Central Government in exercise of the powers
conferred by section 37 of the Central Excise Act, 1944, sub-rule (6A) of rule 6 as inserted by clause (ix) of rule 5 of
the CENVAT Credit (Amendment) Rules, 2011, published in the Official Gazette vide notification of the
Government of India in the Ministry of Finance (Department of Revenue) number G.S.R. 134(E), dated the 1st
March, 2011 shall stand amended and shall be deemed to have been amended retrospectively, in the manner
specified in column (2) of the Eighth Schedule, on and from the date specified in column (3) of that Schedule,
against the rule specified in column (1) of that Schedule.

(2) Notwithstanding anything contained in any judgment, decree or order of any court, tribunal or other
authority, any action taken or anything done or purported to have been taken or done, on and from the 10th day
of February, 2006, relating to the provisions as amended by sub-section (1), shall be deemed to be and deemed
always to have been, for all purposes, as validly and effectively taken or done as if the amendments made by sub-
section (1) had been in force at all material times.

(3) For the purpose of sub-section (1), the Central Government shall have and shall be deemed to have the
power to make rules with retrospective effect as if the Central Government had the power to make rules under
section 37 of the Central Excise Act, 1944, retrospectively, at all material times.

145. (1) The notification of the Government of India in the Ministry of Finance (Department of Revenue)
number G.S.R. 566 (E), dated the 25th July, 2011, issued in exercise of the powers conferred by sub-section (1) of
section 93 of the Finance Act, 1994, granting exemption from the whole of service tax leviable under section 66
thereof, on the club or association  service referred to in sub-clause (zzze) of clause (105) of section 65 of the said
Act, provided by a club or an association including registered cooperative societies, in relation to the project, shall
be deemed to have, and deemed always to have, for all purposes, validly come into force on and from the 16th day
of June, 2005, at all material times.

(2) Refund shall be made of all such service tax which has been collected but which would not have been so
collected as if the notification referred to in sub-section (1) had been in force at all material times.

(3) Notwithstanding anything contained in the Finance Act, 1994, an application for the claim of refund of
service tax shall be made within six months from the date on which the Finance Bill, 2012 receives the assent of
the President.

Explanation.—For the removal of doubts, it is hereby declared that,––
(i) project means common facility set-up for treatment and recycling of effluents and solid wastes, with

financial assistance from the Central Government or a State Government;
(ii) the provisions of section 11B of the Central Excise Act, 1944, shall be applicable in case of refunds under

this section.

CHAPTER VI
AMENDMENTS TO THE FISCAL RESPONSIBILITY AND 

BUDGET MANAGEMENT ACT, 2003.

146. In section 2 of the Fiscal Responsibility and Budget Management Act, 2003 (hereinafter referred to as the
Fiscal Responsibility Act),—

(i) after clause (a), the following clause shall be inserted, namely:—
'(aa) "effective revenue deficit" means the difference between the revenue deficit and grants for creation of

capital assets;';
(ii) after clause (b), the following clause shall be inserted, namely:—
'(bb) "grants for creation of capital assets" means the grants in aid given by the Central Government to the

State Governments, constitutional authorities or bodies, autonomous bodies, local bodies and other scheme
implementing agencies for creation of capital assets which are owned by the said entities;'.

147.  In section 3 of the Fiscal Responsibility Act,—
(a) in sub-section (1),—
(i)  in the opening portion, for the words "demands for grants", the words "demands for grants except the

Medium-term Expenditure Framework Statement" shall be substituted;
(ii) after clause (c), the following clause shall be inserted, namely:—
"(d) the Medium-term Expenditure Framework Statement";
(b)  after sub-section (1), the following sub-sections shall be inserted, namely:—
"(1A) The statements referred to in clauses (a) to (c) of sub-section (1) shall be followed up with the Medium-

term Expenditure Framework Statement with detailed analysis of underlying assumptions.
(1B) The Central Government shall lay the Medium-term Expenditure Framework Statement referred to in

clause (d) of sub-section (1) before both Houses of Parliament, immediately following the Session of Parliament in
which the policy statements referred to in clauses (a) to (c) were laid under sub-section (1).";   

(c) after sub-section (6), the following sub-section shall be inserted, namely:—
"(6A) (a) The Medium-term Expenditure Framework Statement shall set forth a three-year rolling target for

prescribed expenditure indicators with specification of underlying assumptions and risk involved.
(b) In particular and without prejudice to the provisions contained in clause (a), the Medium-term

Expenditure Framework Statement shall, inter alia, contain—
(i) the expenditure commitment of major policy changes involving new service, new instruments of service,

new schemes and programmes;
(ii) the explicit contingent liabilities, which are in the form of stipulated annuity payments over a multi-year

time-frame;
(iii) the detailed breakup of grants for creation of capital assets.";
(d) in sub-section (7), for the words "the Fiscal Policy Strategy Statement,", the words "the Fiscal Policy

Strategy Statement, the Medium-term Expenditure Framework Statement" shall be substituted.
148. In section 4 of the Fiscal Responsibility Act,—
(a) for sub-section (1), the following sub-section shall be substituted, namely:—
"(1) The Central Government shall take appropriate measures to reduce the fiscal deficit, revenue deficit and

effective revenue deficit to eliminate the  effective revenue deficit by the 31st March, 2015 and thereafter build up
adequate effective revenue surplus and also to reach revenue deficit of not more than two per cent. of Gross
Domestic Product by the 31st March, 2015 and thereafter as may be prescribed by rules made by the Central
Government.";

(b) in sub-section (2),—
(i) in clause (a),—
(A) for the words "fiscal deficit and revenue deficit", the words "fiscal deficit, revenue deficit and effective

revenue deficit" shall be substituted;
(B) for the words, figures and letters "the 31st March, 2009", the words, figures and letters "the 31st March,

2015" shall be substituted;
(ii) in the first proviso, after the words "the revenue deficit,", the words ", effective revenue deficit" shall be

inserted.
149.  After section 7 of the Fiscal Responsibility Act, the following section shall be inserted, namely:—
"7A. The Central Government may entrust the Comptroller and Auditor-General of India to review

periodically as required, the compliance of the provisions of this Act and such reviews shall be laid on the table of
both Houses of Parliament.".

150. In section 8 of the Fiscal Responsibility Act, in sub-section (2),—

(i) after clause (b), the following clause shall be inserted, namely:—
"(ba) the expenditure indicators with specifications of underlying assumptions and risk involved under

clause (a) of sub-section (6A) of section 3;";
(ii) in clause (c), for the words "Fiscal Policy Strategy Statement", the words "Fiscal Policy Strategy Statement,

Medium-term Expenditure Framework Statement" shall be substituted;
(iii) after clause (c), the following clause shall be inserted, namely:—
"(ca) the per cent. of revenue deficit to be specified after the 31st March, 2015 under sub-section (1) of section 4;"

CHAPTER VII
MISCELLANEOUS

151. In the Oil Industry (Development) Act, 1974, in the Schedule, against Sl. No.1 relating to crude oil, for the
entry in column 3, the entry "Rupees four thousand five hundred per tonne" shall be substituted.

152. The Seventh Schedule to the Finance Act, 2001 (as substituted by the Twelfth Schedule to the Finance
Act, 2005) shall be amended in the manner specified in the Ninth Schedule.

153. In section 98 of the Finance (No. 2) Act, 2004, in the Table, with effect from the 1st day of July, 2012,—
(i) against Sl. No. 1, under column (3) relating to rate, for the figures and words "0.125 per cent.", the figures and

words "0.1 per cent." shall be substituted;
(ii) against Sl. No. 2, under column (3) relating to rate, for the figures and words "0.125 per cent.", the figures

and words "0.1 per cent." shall be substituted. 
154. The Seventh Schedule to the Finance Act, 2005 shall be amended in the manner specified in the Tenth

Schedule.
155. In section 73 of the Finance Act, 2010, in sub-section (2), for the word "inputs", the words "inputs or input

services" shall be substituted and shall be deemed to have been substituted with effect from the 8th day of May,
2010. 

156. In the Finance Act, 2011, with effect from the date of coming into force of that Act,––
(i) in section 73,––
(A) in the opening portion, for the brackets, words and letter "(hereinafter referred to as the Central Excise

Tariff Act),––
(a) the First Schedule shall", 
the words ", the First Schedule shall" shall be substituted and shall be deemed to have been substituted;
(B) the brackets, letter and words "(b) the Third Schedule shall be amended in the manner specified in the

Twelfth Schedule" shall be inserted and shall be deemed to have been inserted under the heading "Excise" as
section 70A of the aforesaid Act. 

(ii) in the Twelfth Schedule, for the brackets, words, figures and letter  "[See section 73(b)]
In the Third Schedule to the Central Excise Tariff Act", 
the following shall be substituted and shall be deemed to have been substituted, namely:––

"[See section 70A] 
In the Third Schedule to the Central Excise Act".
Declaration under the Provisional Collection of Taxes Act, 1931
It is hereby declared that it is expedient in the public interest that the provisions of clauses 127, 128, 140, 141

and 151 of this Bill shall have immediate effect under the Provisional Collection of Taxes Act, 1931.

THE FIRST SCHEDULE
(See section 2)

PART  I
INCOME-TAX
Paragraph  A

(I) In the case of every individual other than the individual referred to in items (II), (III) and (IV) of this
Paragraph or Hindu undivided family or association of persons or body of individuals, whether incorporated or
not, or every artificial juridical person referred to in sub-clause (vii) of clause (31) of section 2 of the Income-tax
Act, not being a case to which any other Paragraph of this Part applies,—

Rates of income-tax
(1) where the total income does not exceed Rs. 1,80,000
(2) where the total income exceeds Rs.1,80,000 but  does not exceed Rs. 5,00,000
(3) where the total income exceeds Rs. 5,00,000 but  does  not exceed Rs.  8,00,000
(4) where the total income exceeds 

Rs. 8,00,000 Nil
10  per  cent.  of  the amount by which the total  income exceeds Rs. 1,80,000;
Rs. 32,000 plus 20 per cent. of the amount by which the total income exceeds Rs. 5,00,000;
Rs. 92,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 8,00,000.

(II) In the case of every individual, being a woman resident in India, and below the age of sixty years at 
any time during the previous year,—

Rates of income-tax
(1)   where the total income does not exceed Rs. 1,90,000
(2) where the total income exceeds Rs. 1,90,000 but does 

not exceed Rs. 5,00,000
(3) where the total income exceeds Rs. 5,00,000 but does 

not exceed Rs. 8,00,000
(4) where the total income exceeds Rs. 8,00,000 Nil;

10 per cent. of the amount by which the total income exceeds Rs. 1,90,000;
Rs. 31,000 plus 20 per cent. of the amount by which the total income exceeds Rs. 5,00,000;
Rs. 91,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 8,00,000.

(III) In the case of every individual, being a resident in India, who is of the age of sixty years or more but less
than eighty years at any time during the previous year,—

Rates of income-tax
(1)   where the total income does not exceed Rs. 2,50,000
(2)   where the total income exceeds Rs. 2,50,000 but does not

exceed Rs. 5,00,000
(3) where the total income exceeds Rs. 5,00,000 but does not exceed Rs. 8,00,000
(4) where the total income exceeds Rs. 8,00,000 Nil;

10 per cent. of the amount by which the total income exceeds Rs. 2,50,000;
Rs. 25,000 plus 20 per cent. of the amount by which the total income exceeds Rs. 5,00,000;
Rs. 85,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 8,00,000.

(IV) In the case of every individual, being a resident in India, who is of the age of eighty years or more at any
time during the previous year,—

Rates of income-tax
(1) where the total income does not exceed Rs.5,00,000
(2) where the total income exceeds Rs. 5,00,000 but does not exceed Rs. 8,00,000
(3) where the total income exceeds Rs. 8,00,000 Nil;

20 per cent. of the amount by which the total income exceeds Rs. 5,00,000;
Rs. 60,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 8,00,000.

Paragraph B
In the case of every co-operative society,—
Rates of income-tax
(1) where the total income does not exceed Rs.10,000 10 per cent. of the total income;
(2) where the total income exceeds Rs.10,000 but does Rs.1,000 plus 20 per cent. of the amount by

not exceed Rs. 20,000 which the total income 
exceeds Rs.10,000;

(3) where the total income exceeds Rs. 20,000 Rs. 3,000 plus 30 per cent. of the amount by
which the total income exceeds Rs. 20,000.

Paragraph C
In the case of every firm,—
Rate of income-tax

On the whole of the total income 30 per cent.
Paragraph  D

In the case of every local authority,—
Rate of income-tax
On the whole of the total income 30 per cent.

Paragraph E
In the case of a company,—

Rates of income-tax
I. In the case of a domestic company 30 per cent. of the total income;
II. In the case of a company other than a domestic company—
(i) on so much of the total income as consists of,—
(a) royalties received from Government or an Indian 

concern in pursuance of an agreement made by 
it with the Government or the Indian concern 
after the 31st day of March, 1961 but before the 
1st day of April, 1976; or

(b) fees for rendering technical services 
received from Government or an Indian concern 
in pursuance of an agreement made by it with the 
Government or the Indian concern after the 
29th day of February, 1964 but before the 
1st day of April, 1976,
and where such agreement has, in either case, been approved by 50 per cent.;

the Central Government
(ii) on the balance, if any, of the total income 40 per cent.
Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or in

section 111A or section 112, shall, in the case of every company, be increased by a surcharge for purposes of the
Union calculated,—

(i) in the case of every domestic company having a total income exceeding one crore rupees, at the rate of five
per cent.  of such income-tax;

(ii) in the case of every company other than a domestic company having a total income exceeding one crore
rupees, at the rate of two per cent. of such income-tax:

Provided that in the case of every company having a total income exceeding one crore rupees, the total
amount payable as income-tax and surcharge on such income shall not exceed the total amount payable as
income-tax on a total income of one crore rupees by more than the amount of income that exceeds one crore
rupees.

PART  II
Rates for deduction of tax at source in certain cases
In every case in which under the provisions of sections 193, 194, 194A, 194B, 194BB, 194D and 195 of the

Income-tax Act, tax is to be deducted at the rates in force, deduction shall be made from the income subject to the
deduction at the following rates:—

1. In the case of a person other than a company—
(a) where the person is resident in India—
(i) on income by way of interest other than "Interest on securities"

(ii) on income by way of winnings from lotteries, crossword puzzles, card games and other games of any sort
(iii) on income by way of winnings from horse races 
(iv) on income by way of insurance commission
(v) on income by way of interest payable on—
(A) any debentures or securities for money issued by or on behalf of any local authority  or a corporation

established by a Central, State or Provincial Act;
(B) any debentures issued by a company where such debentures are listed  on  a  recognised  stock exchange

in India in accordance with the Securities  Contracts  (Regulation) Act, 1956 (42 of 1956) and any rules made
thereunder;

(C) any security of the Central or State Government 
(vi) on any other income
(b)  where the person is not resident in India—
(i) in the case of a non-resident Indian— 
(A) on any investment income
(B) on income by way of long-term capital gains referred to in section 115E 
(C) on income by way of short-term capital gains referred to in section 111A
(D) on other income by way of long-term capital gains [not being long-term capital gains referred to in clauses

(33), (36) and (38) of section 10]  
(E) on income by way of interest payable by Government or an Indian concern on moneys borrowed or debt

incurred by Government or the Indian concern in foreign currency (not being income by way of interest referred
to in section 194LB or section 194LC)

(F) on income by way of royalty payable by Government or an Indian concern in pursuance of an agreement
made by it with the Government or the Indian concern where such royalty is in consideration for the transfer of
all or any rights (including the granting of a licence) in respect of copyright in any book on a subject referred to in
the first proviso to sub-section (1A) of section 115A of the Income-tax Act, to the Indian concern, or in respect of
any computer software referred to in the second proviso to sub-section (1A) of section 115A of the Income-tax Act,
to a person resident in India—

(I) where the agreement is made on or after the 1st day of June, 1997 but  before the 1st day of June, 2005
(II) where the agreement is made on or after the 1st day of June, 2005
(G) on income by way of royalty [not being royalty of the nature referred to in sub-item (b)(i)(F)] payable by

Government or an Indian concern in pursuance of an agreement made by it with the Government or the Indian
concern and where such agreement is with an Indian concern, the agreement is approved by the Central
Government or where it relates to a matter included in the industrial policy, for the time being in force, of the
Government of India, the agreement is in accordance with that policy—

(I) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(II) where the agreement is made on or after the 1st day of June, 2005
(H) on income by way of fees for technical services payable by Government or an Indian concern in pursuance

of an agreement made by it with the Government or the Indian concern and where such agreement is with an
Indian concern, the agreement is approved by the Central Government or where it relates to a matter included in
the industrial policy, for the time being in force, of the Government of India, the agreement is in accordance with
that policy—

(I) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(II) where the agreement is made on or after the 1st day of June, 2005
(I) on income by way of winnings from lotteries, crossword puzzles, card games and other games of any sort
(J) on income by way of winnings from horse races
(K) on the whole of the other income
(ii) in the case of any other person—
(A) on income by way of interest payable by Government or an Indian concern on moneys borrowed or debt

incurred by Government or the Indian concern in foreign currency (not being income by way of interest referred
to in section 194LB or section 194LC)

(B) on income by way of royalty payable by Government or an Indian concern in pursuance of an agreement
made by it with the Government or the Indian concern where such royalty is in consideration for the transfer of
all or any rights (including the granting of a licence) in respect of copyright in any book on a subject referred to in
the first proviso to sub-section (1A) of section 115A of the Income-tax Act, to the Indian concern, or in respect of
any computer software referred to in the second proviso to sub-section (1A) of section 115A of the Income-tax Act,
to a person resident in India—

(I) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(II) where the agreement is made on or after the 1st day of June, 2005
(C) on income by way of royalty [not being royalty of the nature referred to in sub-item (b)(ii)(B)] payable by

Government or an Indian concern in pursuance of an agreement made by it with the Government or the Indian
concern and where such agreement is with an Indian concern, the agreement is approved by the Central
Government or where it relates to a matter included in the industrial policy, for the time being in force, of the

Government of India, the agreement is in accordance with that policy—
(I) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(II) where the agreement is made on or after the 1st day of June, 2005
(D) on income by way of fees for technical services payable by Government or an Indian concern in pursuance

of an agreement made by it with the Government or the Indian concern and where such agreement is with an
Indian concern, the agreement is approved by the Central Government or where it relates to a matter included in
the industrial policy, for the time being in force, of the Government of India, the agreement is in accordance with
that policy—

(I) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(II) where the agreement is made on or after the 1st day of June, 2005
(E) on income by way of winnings from lotteries, crossword puzzles, card games and other games of any sort
(F) on income by way of winnings from horse races
(G) on income by way of short-term capital gains referred to in section 111A
(H) on income by way of long-term capital gains [not being long-term capital gains referred to in clauses (33),

(36) and (38) of section 10]
(I) on the whole of the other income
2. In the case of a company—
(a) where the company is a domestic company—
(i) on income by way of interest other than “Interest on securities”
(ii) on income by way of winnings from lotteries, crossword puzzles, card games and other games of any sort
(iii) on income by way of winnings from horse races
(iv) on any other income
(b) where the company is not a domestic company—
(i) on income by way of winnings from lotteries, crossword puzzles, card games and other games of any sort
(ii) on income by way of winnings from horse races
(iii) on income by way of interest payable by Government or an Indian concern on moneys borrowed or debt

incurred by Government or the Indian concern in foreign currency (not being income by way of interest referred
to in section 194LB or section 194LC)

(iv) on income by way of royalty payable by Government or an Indian concern in pursuance of an agreement
made by it with the Government or the Indian concern after the 31st day of March, 1976 where such royalty is in
consideration for the transfer of all or any rights (including the granting of a licence) in respect of copyright in any
book on a subject referred to in the first proviso to sub-section (1A) of section 115A of the Income-tax Act, to the
Indian concern, or in respect of any computer software referred to in the second proviso to sub-section (1A) of
section 115A of the Income-tax Act, to a person resident in India—

(A) where the agreement is made before the 1st day of June, 1997
(B) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(C) where the agreement is made on or after the 1st day of June, 2005
(v) on income by way of royalty [not being royalty of the nature referred to in sub-item (b)(iv)] payable by

Government or an Indian concern in pursuance of an agreement made by it with the Government or the Indian
concern and where such agreement is with an Indian concern, the agreement is approved by the Central
Government or where it relates to a matter included in the industrial policy, for the time being in force, of the
Government of India, the agreement is in accordance with that policy—

(A) where the agreement is made after the 31st day of March, 1961 but before the 1st day of April, 1976
(B) where the agreement is made after the 31st day of March, 1976 but before the 1st day of June, 1997
(C) where the agreement is made on or after the 1st day of June, 1997 but before the 1st day of June, 2005
(D) where the agreement is made on or after the 1st day of June, 2005
(vi) on income by way of fees for technical services payable by Government or an Indian concern in pursuance

of an agreement made by it with the Government or the Indian concern and where such agreement is with an
Indian concern, the agreement is approved by the Central Government or where it relates to a matter included in
the industrial policy, for the time being in force, of the Government of India, the agreement is in accordance with
that policy—

(A) where the agreement is made after the 29th day of February, 1964 but before the 1st day of April, 1976
(B) where the agreement is made after the 31st day of March,  1976 but before the 1st day of June, 1997
(C) where the agreement is made on or after the 1st day of June,   1997 but before the 1st day of June, 2005
(D) where the agreement is made on or after the 1st day of June, 2005
(vii) on income by way of short-term capital gains referred to in section 111A
(viii) on income by way of long-term capital gains [not being long-term capital gains referred to in clauses (33),

(36) and (38) of section 10]
(ix) on any other income 10 per cent.; 30 per cent.; 30 per cent.; 10 per cent.; 10 per cent. 10 per cent.; 20 per

cent.; 10 per cent.; 15 per cent.; 20 per cent.; 20 per cent.; 20 per cent.; 10 per cent.; 20 per cent.; 10 per cent.; 20 per
cent.; 10 per cent.; 30 per cent.; 30 per cent.; 30 per cent.; 20 per cent.; 20 per cent.; 10 per cent.; 20 per cent.; 10 per
cent.; 20 per cent.; 10 per cent.; 30 per cent.; 30 per cent.; 15 per cent.; 20 per cent.; 30 per cent.; 10 per cent.; 30 per
cent.; 30 per cent.; 10 per cent.; 30 per cent.; 30 per cent.; 20 per cent.; 30 per cent.; 20 per cent.; 10 per cent.; 50
per cent.; 30 per cent.; 20 per cent.; 10 per cent.; 50 per cent.; 30 per cent.; 20 per cent.; 10 per cent.; 15 per cent.; 20
per cent.; 40 per cent.;

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

Surcharge on income-tax
The amount of income-tax deducted in accordance with the provisions of item 2(b) of this Part, shall be

increased by a surcharge, for purposes of the Union, in the case of every company other than a domestic company,
calculated at the rate of two per cent. of such income-tax where the income or the aggregate of such incomes paid
or likely to be paid and subject to the deduction exceeds one crore rupees.

PART III
Rates for charging income-tax in certain cases, deducting income-tax from income chargeable under the

head “salaries” and computing “advance tax”
In cases in which income-tax has to be charged under sub-section (4) of section 172 of the Income-tax Act or

sub-section (2) of section 174 or section 174A or section 175 or sub-section (2) of section 176 of the said Act or
deducted from, or paid on, from income chargeable under the head “Salaries” under section 192 of the said Act or
in which the “advance tax” payable under Chapter XVII-C of the said Act has to be computed at the rate or rates in
force, such income-tax or, as the case may be, “advance tax” [not being “advance tax” in respect of any income
chargeable to tax under Chapter XII or Chapter XII-A or income chargeable to tax under section 115JB or section
115JC or sub-section (1A) of section 161 or section 164 or section 164A or section 167B of the Income-tax Act at the
rates as specified in that Chapter or section or surcharge, wherever applicable, on such “advance tax” in respect of
any income chargeable to tax under section 115A or section 115AB or section 115AC or section 115ACA or section
115AD or section 115B or section 115BB or section 115BBA or section 115BBC or section 115BBD or section 115BBE   or
section 115E or section 115JB or section 115JC] shall be charged, deducted or computed at the following rate or
rates:—

Paragraph A
(I) In the case of every individual other than the individual referred to in items (II) and (III) of this Paragraph

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

Rates of income-tax
(1) where the total income does not exceed Rs. 2,00,000
(2) where the total income exceeds Rs. 2,00,000 but  does not exceed Rs. 5,00,000
(3) where the total income exceeds Rs. 5,00,000 but  does  not exceed Rs.  10,00,000
(4) where the total income exceeds Rs. 10,00,000 Nil;
10  per  cent.  of  the amount by which the total  income exceeds Rs. 2,00,000;
Rs. 30,000 plus  20 per cent. of the amount by which the total income exceeds Rs. 5,00,000;
Rs. 1,30,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 10,00,000.
(II) In the case of every individual, being a resident in India, who is of  the age of sixty years or more but less

then eighty years at any time during the previous year,—

Rates of income-tax
(1)   where the total income does not exceed Rs. 2,50,000
(2)  where the total income exceeds Rs. 2,50,000 but does 

not exceed Rs. 5,00,000
(3) where the total income exceeds Rs. 5,00,000 but does 

not exceed Rs. 10,00,000
(4) where the total income exceeds Rs. 10,00,000 Nil;

10 per cent. of the amount by which the total income exceeds Rs. 2,50,000;
Rs. 25,000 plus 20 per cent. of the amount by which the total income exceeds Rs. 10,00,000;
Rs. 1,25,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 10,00,000.

(III) In the case of every individual, being a resident in India, who is of the age of eighty  years or more  at any
time during the previous year, —

Rates of income-tax
(1) where the total income does not exceed Rs. 5,00,000
(2) where the total income exceeds Rs. 5,00,000 but does not exceed Rs. 10,00,000
(3) where the total income exceeds Rs.  10,00,000 

Nil;
20 per cent. of the amount by which the total income exceeds Rs. 5,00,000;
Rs. 1,00,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 10,00,000.

Paragraph B
In the case of every co-operative society, —
Rates of income-tax

(1) where the total income does not exceed Rs. 10,000
(2) where the total income exceeds Rs.10,000 but  does not exceed Rs. 20,000
(3) where the total income exceeds Rs. 20,000 10 per cent. of the total income;

Rs. 1,000 plus 20 per cent. of the amount by which the total income exceeds Rs. 10,000;
Rs. 3,000 plus 30 per cent. of the amount by which the total income exceeds Rs. 20,000.

Paragraph C
In the case of every firm,—
Rate of income-tax
On the whole of the total income 30 per cent.
Paragraph D
In the case of every local authority,—
Rate of income-tax 
On the whole of the total income 30 per cent.
Paragraph E
In the case of a company,—
Rates of income-tax
I. In the case of a domestic company 30 per cent. of the total income;
II. In the case of a company other than a 
domestic company—
(i) on so much of the total income as consists of,—
(a) royalties received from Government or an Indian concern in pursuance of an agreement made by it with

the Government or the Indian concern after the 31st day  of March, 1961 but before the 1st day of April, 1976; or
(b) fees for rendering technical services received from Government or an Indian concern in pursuance of an

agreement made by it with the Government or the Indian concern after the 29th day of February, 1964 but before
the 1st day of April, 1976, and  where  such  agreement  has,  in  either  case,  been approved

by the Central Government 50 per cent.;

(ii) on the balance, if any, of the total income 40 per cent.

Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or in

section 111A or section 112, shall, in the case of every company, be increased by a surcharge for purposes of the
Union calculated,—

(i) in the case of every domestic company having a total income exceeding one crore rupees, at the rate of five
per cent. of such income-tax;

(ii) in the case of every company other than a domestic company having a total income exceeding one crore
rupees, at the rate of two per cent. of such income-tax:

Provided that in the case of every company having a total income exceeding one crore rupees, the total
amount payable as income-tax and surcharge on such income shall not exceed the total amount payable as
income-tax on a total income of one crore rupees by more than the amount of income that exceeds one crore
rupees.

PART IV
[See section 2(13)(c)]

Rules for computation of net agricultural income
Rule 1.—Agricultural income of the nature referred to in sub-clause (a) of clause (1A) of section 2 of the

Income-tax Act shall be computed as if it were income chargeable to income-tax under that Act under the head
“Income from other sources” and the provisions of sections 57 to 59 of that Act shall, so far as may be, apply
accordingly:

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

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

Rule 3.—Agricultural income of the nature referred to in sub-clause (c) of clause (1A) of section 2 of the
Income-tax Act, being income derived from any building required as a dwelling-house by the receiver of the rent
or revenue or the cultivator or the receiver of rent-in-kind referred to in the said sub-clause (c) shall be computed
as if it were income chargeable to income-tax under that Act under the head “Income from house property” and
the provisions of sections 23 to 27 of that Act shall, so far as may be, apply accordingly.

Rule 4.—Notwithstanding anything contained in any other provisions of these rules, in a case—
(a) where the assessee derives income from sale of tea grown and manufactured by him in India, such income

shall be computed in accordance with rule 8 of the Income-tax Rules, 1962, and sixty per cent. of such income
shall be regarded as the agricultural income of the assessee;

(b) where the assessee derives income from sale of centrifuged latex or cenex or latex based crepes (such as
pale latex crepe) or brown crepes (such as estate brown crepe, re-milled crepe, smoked blanket crepe or flat bark
crepe) or technically specified block rubbers manufactured or processed by him from rubber plants grown by him
in India, such income shall be computed in accordance with rule 7A of the Income-tax Rules, 1962, and sixty-five
per cent. of such income shall be regarded as the agricultural income of the assessee;

(c) where the assessee derives income from sale of coffee grown and manufactured by him in India, such
income shall be computed in accordance with rule 7B of the Income-tax Rules, 1962, and sixty per cent. or
seventy-five per cent., as the case may be, of such income shall be regarded as the agricultural income of the
assessee.

Rule 5.—Where the assessee is a member of an association of persons or a body of individuals (other than a
Hindu undivided family, a company or a firm) which in the previous year has either no income chargeable to tax
under the Income-tax Act or has total income not exceeding the maximum amount not chargeable to tax in the
case of an association of persons or a body of individuals (other than a Hindu undivided family, a company or a
firm) but has any agricultural income then, the agricultural income or loss of the association or body shall be
computed in accordance with these rules and the share of the assessee in the agricultural income or loss so
computed shall be regarded as the agricultural income or loss of the assessee.

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

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

Rule 7.—Any sum payable by the assessee on account of any tax levied by the State Government on the
agricultural income shall be deducted in computing the agricultural income.
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Rule 8.—(1) Where the assessee has, in the previous year relevant to the assessment year commencing on the
1st day of April, 2012, any agricultural income and the net result of the computation of the agricultural income of
the assessee for any one or more of the previous years relevant to the assessment years commencing on the 1st day
of April, 2004 or the 1st day of April, 2005 or the 1st day of April, 2006 or the 1st day of April, 2007 or the 1st day of
April, 2008 or the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day of April, 2011, is a loss, then, for
the purposes of sub-section (2) of section 2 of this Act,—

(i) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2004, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on  the 1st day of April, 2005 or the 1st day of April, 2006 or the 1st
day of April, 2007 or the 1st day of April, 2008 or the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day
of April, 2011,

(ii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2005, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2006 or the 1st day of April, 2007 or the 1st day
of April, 2008 or the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day of April, 2011,

(iii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2006, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2007 or the 1st day of April, 2008 or the 1st day
of April, 2009 or the 1st day of April, 2010 or the 1st day of April, 2011,

(iv) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2007, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2008 or the 1st day of April, 2009 or the 1st
day of April, 2010 or the 1st day of April, 2011,

(v) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2008, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day
of April, 2011,

(vi) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2009, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2010 or the 1st day of April, 2011,

(vii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2010, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2011,

(viii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2011, 

shall be set off against the agricultural income of the assessee for the previous year relevant to the assessment
year commencing on the 1st day of April, 2012.

(2) Where the assessee has, in the previous year relevant to the assessment year commencing on the 1st day of
April, 2013, or, if by virtue of any provision of the Income-tax Act, income-tax is to be charged in respect of the
income of a period other than the previous year, in such other period, any agricultural income and the net result
of the computation of the agricultural income of the assessee for any one or more of the previous years relevant to
the assessment years commencing on the 1st day of April, 2005 or the 1st day of April, 2006 or the 1st day of April,
2007 or the 1st day of April, 2008 or the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day of April, 2011
or the 1st day of April, 2012, is a loss, then, for the purposes of sub-section (10) of section 2 of this Act,—

(i) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2005, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2006 or the 1st day of April, 2007 or the 1st day
of April, 2008 or the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day of April, 2011 or the 1st day of
April, 2012,

(ii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2006, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2007 or the 1st day of April, 2008 or the 1st day
of April, 2009 or the 1st day of April, 2010 or the 1st day of April, 2011 or the 1st day of April, 2012,

(iii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2007, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2008 or the 1st day of April, 2009 or the 1st
day of April, 2010 or the 1st day of April, 2011 or the 1st day of April, 2012,

(iv) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2008, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2009 or the 1st day of April, 2010 or the 1st day
of April, 2011 or the 1st day of April, 2012,

(v) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2009, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2010 or the 1st day of April, 2011 or the 1st day
of April, 2012, 

(vi) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2010, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2011 or the 1st day of April, 2012,

(vii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2011, to the extent, if any, such loss has not been set off against the agricultural income for the previous year
relevant to the assessment year commencing on the 1st day of April, 2012, 

(viii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of
April, 2012, 

shall be set off against the agricultural income of the assessee for the previous year relevant to the assessment
year commencing on the 1st day of April, 2013.

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

(4) Notwithstanding anything contained in this rule, no loss which has not been determined by the Assessing
Officer under the provisions of these rules or the rules contained in the First Schedule to the Finance (No. 2) Act,
2004 (23 of 2004) or of the First Schedule to the Finance Act, 2005 (18 of 2005), or of the First Schedule to the
Finance Act, 2006 (21 of 2006) or of the First Schedule  to the Finance Act, 2007 (22 of 2007) or of the First Schedule
to the Finance Act, 2008 (18 of 2008) or of the First Schedule to the Finance (No. 2) Act, 2009 (33 of 2009) or of the
First Schedule to the Finance Act, 2010 (14 of 2010) or of the First Schedule to the Finance Act, 2011 (8 of 2011) shall
be set off under sub-rule (1) or, as the case may be, sub-rule (2).

Rule 9.—Where the net result of the computation made in accordance with these rules is a loss, the loss so
computed shall be ignored and the net agricultural income shall be deemed to be nil.

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

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

THE SECOND SCHEDULE
(See section 125)

Description of item and its exemption
(1) Period of effect
(2) Foreign-going vessels
Explanation.—For the purpose of this exemption, "foreign-going vessels" shall have the meaning assigned to

it under clause (21) of section 2 of the Customs Act. 1st March, 2011 to 16th March, 2012.

THE THIRD SCHEDULE
(See section 127)

In the First Schedule to the Customs Tariff Act,—
(1) in Chapter 24, in the entry in column (2) occurring against the tariff items 2402 20 10, 2402 20 20, 2402 20

30 and 2402 20 40, for the figures and word “60 millimetres”, the figures and word “65 millimetres” shall be
substituted;

(2) in Chapter 26, in heading 2601, in sub-heading 2601 11, for tariff items 2601 11 10 to 2601 11 90 and the
entries relating thereto, the following tariff items and entries shall be substituted, namely:—

Tariff Item Description of goods Unit Rate of Duty
Standard Preferential

Area
(1) (2) (3) (4) (5)

"--- Iron ore lumps (60% Fe or more)
2601 11 11 ----  60% Fe or more but below 62% Fe kg. 10% -
2601 11 12 ----  62% Fe or more but below 65% Fe kg. 10% -
2601 11 19 ----  65% Fe and above kg. 10% -

---  Iron ore lumps (below 60% 
Fe, including black iron 

ore containing up to 10% Mn)
2601 11 21 ---- below 55% Fe kg. 10% -
2601 11 22 ---- 55%  Fe or more but below 58% Fe kg. 10% -
2601 11 29 ---- 58% Fe or more but below 60% Fe kg. 10% -

---  Iron ore fines (62% Fe or more)
2601 11 31 ---- 62% Fe or more but below 65% Fe kg. 10% -
2601 11 39 ---- 65% Fe and above kg. 10% -

---  Iron ore Fines (below 62% Fe)
2601 11 41 ----  below 55% Fe kg. 10% -
2601 11 42 ----  55% Fe or more but below 58% Fe kg. 10% -
2601 11 43 ----  58% Fe or more but below 60% Fe kg. 10% -
2601 11 49 ----  60% Fe or more but below 62% Fe kg. 10% -
2601 11 50 ---  Iron ore concentrates kg. 10% -
2601 11 90 ---  Others kg. 10% -"

(3) in Chapter 48, after Note 12, the following Note shall be inserted, namely:—
"13. Notwithstanding anything contained in Note 12, if paper and paper products of heading 4811, 4816 or

4820 are printed with any character, name, logo, motif or format, they shall remain classified under the respective
headings as long as such products are intended to be used for further printing or writing.";

(4) in Chapter 74, in heading 7404,—
(a) in tariff item 7404 00 12, in the entry in column (2), for the words  "ISRI code word 'Palms'", the following

words shall be substituted, namely:—
"ISRI code word 'Palms';
Miscellaneous copper-containing skimmings, grindings, ashes, irony brass and copper, residues and slags

covered by ISRI code word 'Drove'; 
Copper wire scrap with various types of insulation covered by ISRI code word 'Druid";
(b) in tariff item 7404 00 22, in the entry in column (2), for the words "ISRI code word 'Parch'", the following

words shall be substituted, namely,—
"ISRI code word 'Parch';
High Grade-Low Lead Bronze/Brass Solids covered by ISRI code word 'Eland';
High lead bronze solids and borings covered by ISRI code word 'elias';
Clean fired 70/30 brass shell cases free of primers and any other foreign material covered by ISRI code word 'Lace';
Clean fired 70/30 brass shell cases containing the brass primers and containing no other foreign material

covered by ISRI code word 'Lady';
Clean fired 70/30 brass shells free of bullets, iron and any other foreign material covered by ISRI code word

'Lake';
Clean muffled (popped) 70/30 brass shells free of bullets, iron and any other foreign material covered by ISRI

code word 'Lamb";
(5) in Chapter 75, in tariff item 7503 00 10, in the entry in column (2), for the words "other floating structures",

the following words shall be substituted, namely:—
"other floating structures;
Nickel-iron batteries to be sold free of crates, copper terminal connectors and excess liquid, must be free of

nickel cadmium batteries covered by ISRI code word 'Vaunt'";
(6) in Chapter 76, in heading 7602, in tariff item 7602 00 10, in column (2),—
(a) for the words "ISRI code word 'Talap', the words "ISRI code word 'Talc'" shall be substituted;
(b) for the words "ISRI code word 'Tanri', the words "ISRI code word 'Tann'" shall be substituted;
(c) for the words "old aluminium foil covered by ISRI code word 'Testy'", the following words shall be

substituted, namely:—
"New aluminium foil covered by ISRI code word 'Tetra'; 
Old aluminium foil covered by ISRI code word 'Tesla';";
(d) for the words "ISRI code word 'Twitch'", the following words and  brackets shall be substituted, namely:—
"ISRI code word 'Twitch';
Aluminium auto or truck wheels covered by ISRI code word 'Troma';
Fragmentizer aluminium scrap from automobile shredders covered by ISRI code word 'Tweak';
Burnt Fragmentizer aluminium scrap (from automobile shredders) covered by ISRI code word 'Twire';
Shredded non-ferrous scrap (predominantly aluminium) covered by ISRI code word 'Zorba';
Aluminium drosses, spatterns, spellings, skimmings and sweepings covered by ISRI code word 'Thirl';
New production aluminium extrusions covered by ISRI code word 'Tata';
All aluminium radiators from automobiles covered by ISRI code word 'Tally';
Aluminium extrusions '10/10' covered by ISRI code word 'Toto';
Aluminium extrusions dealer grade covered by the word 'Tutu'";
(7) in Chapter 78, in tariff item 7802 00 10, in the entry in column (2), for the words "ISRI code word 'Roses', the

following words and brackets shall be substituted, namely:—
"ISRI code word 'Roses';
Lead battery plates whether automotive, industrial or mixed covered by ISRI code word 'Rails';
Scrap drained/dry whole intact lead covered by ISRI code word 'Rains';
Battery lugs free of scrap lead, wheel weights, battery plates, rubber or plastic case material and other foreign

material covered by ISRI code word 'Rakes';
Lead covered copper cable free of armoured covered cable and foreign material covered by ISRI code word

'Relay';
Lead dross covered by ISRI code word 'Rents';
Scrap wet whole intact lead batteries consisting of SLI (starting, lighting and ignition), automotive, truck, 8-D

and commercial golf cart and marine type batteries covered by ISRI code word 'Rink';
Scrap industrial intact lead cells consisting of plates enclosed by some form of complete plastic case covered

by ISRI code word 'Rono';
Scrap whole Intact Industrial Lead Batteries Consisting of bus, diesel, locomotive, telephone or steel cased

batteries covered by ISRI code word 'Roper'";
(8) in Chapter 79, in tariff item 7902 00 10, in the entry in column (2), for the word "oxidation", the following

words shall be substituted, namely:—
"'oxidation';
Unsorted zinc die cast scrap produced from automobile fragmentizers containing about 55% zinc-bearing

scrap covered by ISRI code word 'Scroll'";
(9)  in Chapter 87,—
(a) in tariff item 8712 00 10, for the entry in column (4), the entry "30%" shall be substituted;
(b) in tariff items 8714 91 00 to 8714 99 90, for the entry in column (4), the entry "20%" shall be substituted.

THE FOURTH SCHEDULE
(See section 128)

In the Second Schedule to the Customs Tariff Act, against Sl. No. 24 relating to Chromium ore and
concentrates, all sorts, for the entry in column (4), the entry "30%" shall be substituted.

THE FIFTH SCHEDULE
(See section 139)

Notification number Amendment Date of effect of  and date amendment                          

(1) (2) (3)

G.S.R. 62 (E), dated the 6th February, 2010 [1/2010-Central Excise, dated the 6th February, 2010].

In the said notification, in paragraph 9, for the words "from the date of publication 
of this notification or from the date of commercial production whichever is 
later", the following words shall be substituted, namely:—
"from the date of commercial production, or from the date of 
commercial production from the expanded capacity referred to in 
sub-clause (i) of clause (b) of paragraph 8, as the case may be".
6th day of February, 2010.

THE SIXTH SCHEDULE
(See section 140)

In the Third Schedule to the Central Excise Act, after S. No. 26 and the entries relating thereto, the following
S.No. and entries shall be inserted, namely:—

S.No. Heading, sub-heading Description of
or tariff item goods

(1) (2) (3)
"26A 2402 20 10 to 2402 20 90 All goods".

THE SEVENTH SCHEDULE
(See section 141)

In the First Schedule to the Central Excise Tariff Act,—
(1) in Chapter 4, in tariff items 0402 91 10 and 0402 99 20, for the entry in column (4), the entry "12%" shall be

substituted;
(2) in Chapter 11,—
(a) for the entry in column (4) occurring against all the tariff items of heading 1107, the entry "12%" shall be

substituted;
(b) for the entry in column (4) occurring against all the tariff items of heading 1108 (except tariff item 1108 20

00),  the entry "12%" shall be substituted;
(3 ) in Chapter 13,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(4) in Chapter 14, in tariff item 1404 90 50, for the entry in column  (4), the entry "6%" shall be substituted; 
(5) in Chapter 15,—
(a) in all the tariff items of headings  1501 and 1502, for the entry in column (4), the entry "6%" shall be

substituted;
(b) in tariff item 1503 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(c) in the tariff items of headings 1504 to 1516 and 1517 (except 1517 10 22), for the entry in column (4), the entry

"6%" shall be substituted;
(d) in tariff item 1517 10 22, for the entry in column (4), the entry "12%" shall be substituted;
(e) in all the tariff items of heading 1518, for the entry in column (4), the entry "6%" shall be substituted;
(f) in tariff item 1520 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(g) in all the tariff items of headings 1521 and 1522, for the entry in column (4), the entry "12%" shall be

substituted;
(6) in Chapter 16, for the entry in column (4) occurring against all the tariff items, the entry "6%" shall be

substituted;
(7) in Chapter 17,—
(a) for the entry in column (4) occurring against all the tariff items of headings 1701 (except tariff items 1701 13

20 and 1701 14 20), 1702 (except tariff item 1702 90 10) and 1704, the entry "12%" shall be substituted;
(b) in tariff items 1701 13 20 and 1701 14 20, for the entry in column (4), the entry  "6%" shall be substituted; 
(8) in Chapter 18,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(9) in Chapter 19,—
(a) in tariff items 1901 10 10 and 1901 10 90, for the entry in column (4), the entry "6%" shall be substituted;
(b) in tariff items 1901 20 00, 1901 90 10 and 1901 90 90, for the entry in column (4), the entry "12%" shall be

substituted;
(c) in tariff items 1902 11 00, 1902 19 00, 1902 20 10, 1902 20 90, 1902 30 10 and 1902 30 90, for the entry in

column (4), the entry "6%" shall be substituted;
(d) in tariff items 1902 40 10 and 1902 40 90, for the entry in column (4), the entry "12%" shall be substituted;
(e) in tariff item 1903 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(f) for the entry in column (4) occurring against all the tariff items of heading 1904,  the entry "12%" shall be

substituted;
(g) in tariff item 1905 31 00, for the entry in column (4), the entry "6%" shall be substituted; 
(h) in tariff items 1905 32 11, 1905 32 19 and 1905 32 90, for the entry in column (4), the entry "12%" shall be

substituted;
(i) in tariff items 1905 90 10 and 1905 90 20, for the entry in column (4), the entry "6%" shall be substituted;
(10) in Chapter 20,  for the entry in column (4) occurring against all the tariff items, the entry "6%" shall be

substituted;
(11) in Chapter 21,—
(a) for the entry in column (4) occurring against all the tariff items of heading 2101 (except tariff items 2101 30

10, 2101 30 20 and 2101 30 90), the entry "12%" shall be substituted;
(b) for the entry in column (4) occurring against all the tariff items of headings 2102, 2103 and 2104,  the entry

"12%" shall be substituted;
(c) in tariff item 2105 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(d) for the entry in column (4) occurring against all the tariff items of heading 2106 (except 2106 90 20 and

2106 90 92), the entry "12%" shall be substituted;
(e) in tariff item 2106 90 92, for the entry in column (4), the entry "6%" shall be substituted;
(12) in Chapter 22,—
(a)  for the entry in column (4) occurring against all the tariff items of heading 2201 (except 2201 90 10), the

entry "12%" shall be substituted;
(b) for the entry in column (4) occurring against all the tariff items of heading  2202 (except 2202 90 10 and

2202 90 20), the entry "12%" shall be substituted;
(c) in tariff items 2202 90 10 and 2202 90 20, for the entry in column (4), the entry "6%" shall be substituted;
(d) in tariff item 2207 20 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of heading 2209,  the entry "12%" shall be

substituted;
(13) in Chapter 24,—
(a) in tariff items 2402 10 10 and 2402 10 20, for the entry in column (4), the entry "12% or Rs.1370 per

thousand, whichever is higher" shall be substituted;
(b) in the entry in column (2) occurring against the tariff item 2402 20 10, for the figures and word "60

millimetres", the figures and word "65 millimetres" shall be substituted;
(c)  in tariff item 2402 20 20,—
(i) in the entry in column (2), for the figures and word "60 millimetres", the figures and word "65 millimetres"

shall be substituted;
(ii) for the entry in column (4), the entry "10% + Rs. 1218 per thousand" shall be substituted;
(d) in the entries in column (2) occurring against the tariff item 2402 20 30, for the figures and word "60

millimetres", the figures and word "65 millimetres" shall be substituted;
(e) in tariff item 2402 20 40,—
(i) in the entry in column (2), for the figures and word "60 millimetres", the figures and word "65 millimetres"

shall be substituted;
(ii) for the entry in column (4), the entry "10% + Rs. 809 per thousand" shall be substituted;
(f) in tariff item 2402 20 50, for the entry in column (4), the entry "10% +  Rs. 1218  per thousand" shall be

substituted;
(g) in tariff item 2402 20 60, for the entry in column (4), the entry "10% +  Rs. 1624  per thousand" shall be

substituted;
(h) in tariff item 2402 20 90, for the entry in column (4), the entry "10% +  Rs. 1948 per thousand" shall be

substituted;
(14) in Chapter 25,—
(a) in Note 6, the words "or polishing" shall be omitted;
(b) in tariff item 2503 00 10, for the entry in column (4),  the entry "12%" shall be substituted;
(c) in tariff items 2515 12 20 and 2515 12 90, for the entry in column (4),  the entry "12%" shall be substituted;
(d) in tariff item 2523 10 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) in tariff item 2523 21 00, for the entry in column (4), the entry "12%" shall be substituted;
(f) in tariff items 2523 30 00, 2523 90 10, 2523 90 20 and 2523 90 90, for the entry in column (4), the entry "12%"

shall be substituted;
(15) in Chapter 26,—

(a) in heading 2601, for the tariff items 2601 11 10 to 2601 11 90 and the entries relating thereto, the following
tariff items and entries shall be substituted, namely:—

(1) (2) (3) (4)
"--- Iron ore lumps (60% Fe or more)

2601 11 11 ----  60% Fe or more but below 62% Fe Kg. 12%
2601 11 12 ----  62% Fe or more but below 65% Fe Kg. 12%
2601 11 19 ----  above 65% Fe Kg. 12%

--- Iron ore lumps (below 60% Fe, including black 
iron ore containing up to 10% Mn)

2601 11 21 ---- below 55% Fe Kg. 12%
2601 11 22 ---- 55% Fe or more but below 58% Fe Kg. 12%
2601 11 29 ---- 58% Fe or more but below 60% Fe Kg. 12%

--- Iron ore fines (62% Fe or more)
2601 11 31 ---- 62% Fe or more but below 65% Fe Kg. 12%
2601 11 39 ---- above 65% Fe Kg. 12%

--- Iron ore Fines (below 62% Fe)
2601 11 41 ----  below 55% Fe Kg. 12%
2601 11 42 ----  55% Fe or more but below 58% Fe Kg. 12%
2601 11 43 ----  58% Fe or more but below 60% Fe Kg. 12%
2601 11 49 ----  60% Fe or more but below 62% Fe Kg. 12%
2601 11 50 --- Iron ore concentrates Kg. 12%
2601 11 90 --- Others Kg. 12%";

(b) in tariff items 2601 12 10, 2601 12 90 and 2601 20 00, for the entry in column (4), the entry "12%" shall be
substituted; 

(c) for the entry in column (4) occurring against all the tariff items in heading 2602, the entry "12%" shall be
substituted;

(d) in tariff items 2603 00 00, 2604 00 00 and 2605 00 00, for the entry in  column (4), the entry "12%" shall be
substituted;

(e) for the entry in column (4) occurring against all the tariff items in heading 2606, the entry "12%" shall be
substituted;

(f) in tariff items 2607 00 00, 2608 00 00 and 2609 00 00, for the entry in  column (4), the entry "12%" shall be
substituted;

(g) for the entry in column (4) occurring against all the tariff items in heading 2610, the entry "12%" shall be
substituted;

(h) in tariff item 2611 00 00, for the entry in  column (4), the entry "12%" shall be substituted;
(i) for the entry in column (4) occurring against all the tariff items in heading 2612, 2613, 2614, 2615, 2616, and

2617, the entry "12%" shall be substituted;
(j) in tariff item 2618 00 00, for the entry in  column (4), the entry "12%" shall be substituted;
(k) for the entry in column (4) occurring against all the tariff items in heading 2619, 2620 and 2621, the entry

"12%" shall be substituted;
(16) in Chapter 27,—
(a) for the entry in column (4) occurring against all the tariff items of headings 2701, 2702, 2703, 2704 and 2706,

the entry "6%" shall be substituted;
(b) for the entry in column (4) occurring against all the tariff items of headings 2707 and 2708, the entry "14%"

shall be substituted;
(c) in tariff items 2710 12 11 to 2710 12 90, in column (4), for the entry "16% + Rs. 15 per litre", the entry "14% +

Rs.15 per litre" shall be substituted;
(d) in tariff items 2710 19 10 and 2710 19 20, for the entry in column (4), the entry "14%" shall be substituted;
(e) in tariff items 2710 19 30 and 2710 19 40, in column (4), for the entry "16% + Rs. 5 per litre", the entry "14% +

Rs. 5 per litre" shall be substituted;
(f) in tariff items 2710 19 50, 2710 19 60, 2710 19 70, 2710 19 80 and 2710 19 90, for the entry in column (4), the

entry "14%" shall be substituted;
(g) in tariff item 2710 20 00, for the entry in column (4), the entry "14% + Rs. 15 per litre" shall be substituted; 
(h) for the entry in column (4) occurring against all the tariff items of headings 2711, 2712, 2713, 2714 and 2715,

the entry "14%" shall be substituted;
(17) in Chapter 28,—
(a) for the entry in column (4) occurring against all the tariff items of headings 2801, 2802, 2803, 2804 (except

2804 40 10), 2805, 2806, 2807, 2808, 2809, 2810, 2811, 2812, 2813, 2814, 2815, 2816, 2817, 2818, 2819, 2820, 2821, 2822,
2823, 2824, 2825, 2826, 2827, 2828, 2829, 2830, 2831, 2832, 2833, 2834, 2835, 2836, 2837, 2839, 2840, 2841, 2842, 2843
and 2844 (except 2844 30 22), the entry "12%" shall be substituted;

(b) in tariff item 2845 90 90, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of heading 2846, the entry "12%" shall be

substituted;
(d) in tariff item 2847 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of headings 2848, 2849 and 2850, the entry

"12%" shall be substituted;
(f) in tariff item 2852 00 00, for the entry in column (4), the entry "12%" shall be substituted; 
(g) for the entry in column (4) occurring against all the tariff items of headings 2853 (except 2853 00 30),  the

entry "12%" shall be substituted;
(18) in Chapter 29,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(19) in Chapter 30,—
(a) for the entry in column (4) occurring against all the tariff items of heading 3001,  the entry "6%" shall be

substituted;
(b) in tariff items 3002 20 11 to 3002 30 00,  for the entry in column (4), the entry "6%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 3003, 3004 and 3005, for the

entry in column (4), the entry "6%" shall be substituted
(d) for the entry in column (4) occurring against all the tariff items of heading 3006 (except 3006 60 10, 3006

60 20,
3006 60 30 and 3006 92 00), for the entry in column (4), the entry "6%" shall be substituted;
(20) in Chapter 31, for the entry in column (4) occurring against all the tariff items of headings 3102, 3103, 3104

and 3105, the entry "12%" shall be substituted;
(21) in Chapter 32,—
(a) for the entry in column (4) occurring against all the tariff items (except 3215 90 10 and 3215 90 20), the entry

"12%" shall be substituted;
(b) in tariff items 3215 90 10 and 3215 90 20, for the entry in column (4), the entry "6%" shall be substituted;
(22) in Chapter 33, for the entry in column (4) occurring against all the tariff items of headings 3301, 3302,

3303, 3304, 3305, 3306 and 3307 (except 3307 41 00), the entry "12%" shall be substituted;
(23) in Chapter 34,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(24) in Chapter 35,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(25) in Chapter 36,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(26) in Chapter 37, for the entry in column (4) occurring against all the tariff items of headings 3701, 3702, 3703,

3704 and 3707, for the entry in column (4), the entry "12%" shall be substituted;
(27) in Chapter 38,—
(a) for the entry in column (4) occurring against all the tariff items (except 3824 50 10, 3825 10 00, 3825 20 00

and
3825 30 00), the entry "12%" shall be substituted;
(b) in tariff item 3824 50 10, for the entry in column (4), the entry "6%" shall be substituted;
(28) in Chapter 39,—
(a) for the entry in column (4) occurring against all the tariff items (except 3916 10 20, 3916 20 11, 3916 20 91 and
3916 90 10),  the entry "12%" shall be substituted;
(b) in tariff items 3916 10 20, 3916 20 11, 3916 20 91 and 3916 90 10, for the entry in column (4), the entry "6%"

shall be substituted;
(29) in Chapter 40,—
(a) for the entry in column (4) occurring against all the tariff items of heading 4002,  the entry "12%" shall be

substituted;
(b) in tariff items 4003 00 00 and  4004 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 4005, 4006, 4007, 4008 (except

4008 19 10, 4008 21 10 and 4008 29 20), 4009, 4010 and  4011, the entry "12%" shall be substituted;
(d) in tariff items 4012 90 10 to  4012 90 90, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of headings 4013, 4014 (except 4014 10 10

and 4014 10 20), 4015, 4016 and 4017,  the entry "12%" shall be substituted;
(30) in Chapter 42,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(31) in Chapter 43,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(32) in Chapter 44,—
(a) for the entry in column (4) occurring against all the tariff items of headings 4401, 4403, 4404, 4406, 4408

(except 4408 10 30, 4408 31 30, 4408 39 30 and 4408 90 20), 4409, 4410, 4411 and 4412,   the entry "12%" shall be
substituted;

(b) in tariff items 4413 00 00 and 4414 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 4415 and 4416, the entry "12%"

shall be substituted;
(d) in tariff item 4417 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of headings 4418, 4419, 4420 and 4421,   the

entry "12%" shall be substituted;
(33) in Chapter 45,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(34) in Chapter 46, for the entry in column (4) occurring against all the tariff items, the entry "6%" shall be

substituted;
(35) in Chapter 47,—
(a) in tariff items 4701 00 00 and 4702 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(b) for the entry in column (4) occurring against all the tariff items of headings 4703 and 4704,   the entry "6%"

shall be substituted;
(c) in tariff item 4705 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(d) for the entry in column (4) occurring against all the tariff items of heading 4706, the entry "6%" shall be

substituted;
(e) for the entry in column (4) occurring against all the tariff items of heading 4707,   the entry "12%" shall be

substituted;
(36) in Chapter 48,—
(a) after Note 13, the following Note shall be inserted, namely:—
"14. Notwithstanding anything contained in Note 12, if the paper and paper products of headings 4811, 4816

or 4820 are printed with any character, name, logo, motif or format, they shall remain classified under the
respective headings as long as such products are intended to be used for further printing or writing.";

(b) for the entry in column (4) occuring against all the tariff items of headling 4802, the entry "6%" shall be
substituted ;

(c) for the entry in column (4) occurring against all the tariff items of headling 4803, the entry "12%" shall be
substituted ;

(d) for the entry in column (4) occurring against all the tariff items of headings 4804 and 4805, the entry "6%"
shall be substituted ;

(e) for the entry in column (4) occurring against all the tariff items of heading 4806 (except 4806 20 00 and
4806 40 10), the entry "12%" shall be substituted ;

(f) in tariff items 4806 20 00 and 4806 40 10, for the entry in column (4), the entry "6%" shall be substituted ;
(g) for the entry in column (4) occurring against all the tariff items of headings 4807 and 4808, the entry "6%"

shall be substituted ;
(h) for the entry in column (4) occurring against all the tariff items of heading 4809, the entry "12%" shall be

substituted ;
(i) for the entry in column (4) occurring against all the tariff items of heading 4810, the entry "6%" shall be

substituted ;
(j) for the entry in column (4) occurring against all the tariff items of heading 4811, the entry "12%" shall be

substituted ;
(k) in tariff item 4812 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(l) for the entry in column (4) occurring against all the tariff items of headings 4813, 4814 and 4816, the entry

"12%" shall be substituted;
(m) in tariff items 4817 10 00 and 4817 20 00, for the entry in column (4), the entry "6%" shall be substituted;
(n) for the entry in column (4) occurring against all the tariff items of headings 4818, 4819 (except 4819 20 10),

4820, 4821, 4822 and 4823 (except 4823 90 11), the entry "12%" shall be substituted;
(37) in Chapter 49,—
(a) for the entry in column (4) occurring against all the tariff items of heading 4908,   the entry "12%" shall be

substituted;
(b) for the entry in column (4) occurring against all the tariff items of headings 4909 and 4910, the entry "6%"

shall be substituted;
(38) in Chapter 50,  for the entry in column (4) occurring against all the tariff items of headings 5004, 5005,

5006 and 5007,   the entry "12%" shall be substituted;
(39) in Chapter 51,  for the entry in column (4) occurring against all the tariff items of headings 5105, 5106, 5107,

5108, 5109, 5110, 5111, 5112 and 5113,   the entry "12%" shall be substituted;
(40) in Chapter 52,  for the entry in column (4) occurring against all the tariff items of headings 5204, 5205,

5206, 5207, 5208, 5209, 5210, 5211 and 5212,   the entry "12%" shall be substituted;
(41) in Chapter 53, for the entry in column (4) occurring against all the tariff items of headings 5302, 5305,

5306, 5307 (except 5307 10 90), 5308 (except 5308 10 10, 5308 10 20 and 5308 10 90), 5309, 5310 and 5311,   the entry
"12%" shall be substituted;

(42) in Chapter 54,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be
substituted;

(43) in Chapter 55, for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be
substituted;

(44) in Chapter 56, for the entry in column (4) occurring against all the tariff items of headings 5601, 5602,
5603, 5604, 5605, 5606, 5607, 5608 and 5609, the entry "12%" shall be substituted;

(45) in Chapter 57, for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be
substituted;

(46) in Chapter 58,—
(a) for the entry in column (4) occurring against all the tariff items of heading 5801 (except 5801 35 00), the

entry "12%" shall be substituted;
(b) for the entry in column (4) occurring against all the tariff items of headings 5802, 5803 and 5804 (except

5804 30 00), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of heading 5805, the entry "6%" shall be

substituted;
(d) for the entry in column (4) occurring against all the tariff items of heading 5806, the entry "12%" shall be

substituted;
(e) for the entry in column (4) occurring against all the tariff items of heading 5807, the entry "6%" shall be

substituted;
(f) for the entry in column (4) occurring against all the tariff items of headings 5808, 5809, 5810 and 5811, the

entry "12%" shall be substituted;
(47) in Chapter 59, for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(48) in Chapter 60, for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(49) in Chapter 61, for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(50) in Chapter 62, for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(51) in Chapter 63,—
(a) for the entry in column (4) occurring against all the tariff items of headings 6301, 6302, 6303, 6304, 6305,

6306 and 6307, the entry "12%" shall be substituted;
(b) in tariff item 6308 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(52) in Chapter 64,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(53) in Chapter 65,—
(a) for the entry in column (4) occurring against all the tariff items of headings 6501 and 6502, the entry "12%"

shall be substituted;
(b) in tariff item 6504 00 00, for the entry in column (4), the entry "12%" shall be substituted; 
(c) for the entry in column (4) occurring against all the tariff items of headings 6505 and 6506, the entry "12%"

shall be substituted; 
(d) in tariff item 6507 00 00, for the entry in column (4), the entry "12%" shall be substituted; 
(54) in Chapter 66,—
(a) for the entry in column (4) occurring against all the tariff items of heading 6601, the entry "6%" shall be

substituted;
(b) in tariff item 6602 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of heading 6603, the entry "12%" shall be

substituted; 
(55) in Chapter 67,  for the entry in column (4) occurring against all the tariff items of headings 6702, 6703 and

6704, the entry "12%" shall be substituted;
(56) in Chapter 68,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(57) in Chapter 69,—
(a) for the entry in column (4) occurring against all the tariff items (except 6901 00 10 and 6904 10 00), the

entry "12%" shall be substituted;
(b) in tariff items 6901 00 10 and 6904 10 00, for the entry in column (4), the entry "6%" shall be substituted;
(58) in Chapter 70,—
(a) for the entry in column (4) occurring against all the tariff items (except 7012 00 00, 7018 10 10, 7018 10 20,

7020 00 11, 7020 00 12 and 7020 00 21), the entry "12%" shall be substituted;
(b) in tariff items 7020 00 11, 7020 00 12 and 7020 00 21, for the entry in column (4), the entry "6%" shall be

substituted;
(59) in Chapter 71,—
(a) for Note 13, the following Note shall be substituted, namely:—
'13. For the purposes of headings 7113 and 7114, the processes of affixing or embossing trade name or brand

name on articles of jewellery or on articles of goldsmiths' or silversmiths' wares of precious metal or of metal clad
with precious metal, shall amount to "manufacture".';  

(b) for the entry in column (4) occurring against all the tariff items of heading 7101,  7103, 7104 (except 7104 10
00), 7105 and 7106, the entry "12%" shall be substituted;

(c) in tariff item 7104 10 00, for the entry in column (4), the entry "6%" shall be substituted;
(d) in tariff item 7107 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of heading 7108, the entry "12%" shall be

substituted;
(f) in tariff item 7109 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(g) for the entry in column (4) occurring against all the tariff items of heading 7110,  the entry "12%" shall be

substituted;
(h) in tariff item 7111 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(i) for the entry in column (4) occurring against all the tariff items of headings 7112, 7113, 7114, 7115 and 7116,

the entry "12%" shall be substituted;
(j) for the entry in column (4) occurring against all the tariff items of heading 7117, the entry "6%" shall be

substituted ;
(k) for the entry in column (4) occurring against all the tariff items of heading 7118, the entry "12%" shall be

substituted ;
(60) in Chapter 72,—
(a) after Note 5, the following Note shall be inserted, namely:—

'6. In relation to the products of heading 7208, the process of oiling and pickling shall amount to
"manufacture".';

(b) for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be substituted;
(61) in Chapter 73,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(62) in Chapter 74,—
(a) in headings 7401, 7402 and 7403, for the entry in column (4) occurring against all the tariff items, the entry

"12%" shall be substituted;
(b)  in heading 7404,—
(i) in tariff item 7404 00 11, for the entry in column (4), the entry "12%" shall be substituted;
(ii) in tariff item 7404 00 12,—
(A)  in the entry in column (2), for the words  "ISRI code word 'Palms' ", the following words shall be

substituted, namely:—
"ISRI code word 'Palms';
miscellaneous copper-containing skimmings, grindings, ashes, irony brass and copper, residues and slags

covered by ISRI code word 'Drove'; 
copper wire scrap with various types of insulation covered by ISRI code word 'Druid' ";
(B) for the entry in column (4), the entry "12%" shall be substituted;
(iii) in tariff item 7404 00 19 and 7404 00 21, for the entry in column (4), the entry "12%" shall be substituted;
(iv)  in tariff item 7404 00 22,—
(A) in the entry in column (2), for the words "ISRI code word 'Parch' ", the following words shall be substituted,

namely:—
"ISRI code word 'Parch'; 
high grade-low lead bronze/brass solids covered by ISRI code word 'Eland';
high lead bronze solids and borings covered by ISRI code word 'Elias';
clean fired 70/30 brass shell cases free of primers and any other foreign material covered by ISRI code word 'Lace';
clean fired 70/30 brass shell cases containing the brass primers, and containing no other foreign material

covered by ISRI code word 'Lady';
clean fired 70/30 brass shells free of bullets, iron and any other foreign material covered by ISRI code word 'Lake';
clean muffled (popped) 70/30 brass shells free of bullets, iron and any other foreign material covered by ISRI

code word 'Lamb'";
(B) for the entry in column (4), the entry "12%" shall be substituted;
(v) in tariff items 7404 00 23 and 7404 00 29, for the entry in column (4), the entry "12%" shall be substituted;
(c) in tariff item 7405 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(d)  in headings 7406, 7407, 7408, 7409, 7410, 7411 and 7412, for the entry in column (4) occurring against all the

tariff items, the entry "12%" shall be substituted;
(e) in tariff item 7413 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(f) for the entry in column (4) occurring against all the tariff items of headings 7415, 7418 and 7419,  the entry

"12%" shall be substituted;
(63)  in Chapter 75,—
(a) for the entry in column (4) occurring against all the tariff items of headings 7501 and 7502, the entry "12%"

shall be substituted;
(b) in tariff item 7503 00 10,—
(A) in the entry in column (2), for the words "other floating structures", the following words shall be

substituted, namely:—
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"other floating structures; 
nickel-iron batteries to be sold free of crates, copper terminal connectors and excess liquid, must be free of

nickel cadmium batteries covered by ISRI code word 'Vaunt'";
(B) for the entry in column (4), the entry "12%" shall be substituted;
(c) in tariff items 7503 00 90 and 7504 00 00,  for the entry in column (4), the entry "12%" shall be substituted;
(d)  for the entry in column (4) occurring against all the tariff items of headings 7505, 7506, 7507 and 7508, the

entry "12%" shall be substituted;
(64) in Chapter 76,—
(a) after Note 2, the following Note shall be inserted, namely:—

'3. In relation to the products of heading 7607, the process of cutting, slitting and printing of aluminium foils
shall amount to "manufacture".';

(b) for the entry in column (4) occurring against all the tariff items of heading 7601, the entry "12%" shall be
substituted;

(c) in heading 7602,—
(i) in tariff item 7602 00 10,—
(A) in column (2),—
(I) for the words "ISRI code word 'Talap' ", the words "ISRI code word 'Talc' " shall be substituted;
(II)  for the words "ISRI code word 'Tanri' ", the words "ISRI code word 'Tann' " shall be substituted;
(III) for the words "old aluminium foil covered by ISRI code word 'Testy' ", the words "new aluminium foil

covered by ISRI code word 'Tetra'; 
old aluminium foil covered by ISRI code word 'Tesla';" shall be substituted;
(IV) for the word "ISRI code word 'Twang' ", the following words and  brackets shall be substituted, namely:—
"ISRI code word 'Twang'; 
aluminium auto or truck wheels covered by ISRI code word 'Troma';
fragmentizer aluminium scrap from automobile shredders covered by ISRI code word 'Tweak';
burnt Fragmentizer aluminium scrap (from automobile shredders) covered by ISRI code word 'Twire';
shredded non-ferrous scrap (predominantly aluminium) covered by ISRI code word 'Zorba';
aluminium drosses, spatterns, spellings, skimmings and sweepings covered by ISRI code word 'Thirl';
new production aluminium extrusions covered by ISRI code word 'Tata';
all aluminium radiators from automobiles covered by ISRI code word 'Tally';
aluminium extrusions '10/10' covered by ISRI code word 'Toto';
aluminium extrusions dealer grade covered by the word 'Tutu'";
(B) for the entry in column (4), the entry "12%" shall be substituted;
(ii) in tariff item 7602 00 90, for the entry in column (4), the entry "12% shall be substituted;
(iii) for the entry in column (4), occurring against all the tariff items of headings 7603, 7604, 7605, 7606, 7607

and 7608, the entry "12%" shall be substituted;
(iv) in tariff item 7609 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(v) for the entry in column (4), occurring against all the tariff items of heading 7610,   the entry "12%" shall be

substituted;
(vi) in tariff item 7611 00 00, for the entry in column (4), the entry "12% shall be substituted;
(vii) for the entry in column (4) occurring against all the tariff items of headings 7612, 7613,  7614, 7615 and 7616,

the entry "12%" shall be substituted;
(65) in Chapter 78,— 
(a) for the entry in column (4) occurring against all the tariff items of heading 7801, the entry "12%" shall be

substituted;
(b) in tariff item 7802 00 10,—
(i) in the entry in column (2), for the words "ISRI code word 'Roses' ", the following words  shall be substituted,

namely:—
"ISRI code word 'Roses';
lead battery plates whether automotive, industrial or mixed covered by ISRI code word 'Rails';
scrap drained/dry whole intact lead covered by ISRI code word 'Rains';
battery lugs free of scrap lead, wheel weights, battery plates, rubber or plastic case material and other foreign

material covered by ISRI code word 'Rakes';
lead covered copper cable free of armoured covered cable and foreign material covered by ISRI code word 'Relay';
lead dross covered by ISRI code word 'Rents';
scrap wet whole intact lead batteries consisting of SLI (starting, lighting and ignition), automotive, truck, 8-D 

and commercial golf cart and marine type batteries covered by ISRI code word 'Rink';
scrap industrial intact lead cells consisting of plates enclosed by some form of complete plastic case covered

by ISRI code word 'Rono';
scrap whole Intact Industrial Lead Batteries consisting of bus, diesel, locomotive, telephone or steel cased

batteries covered by ISRI code word 'Roper";
(ii) for the entry in column (4), the entry "12%" shall be substituted;
(c) in tariff item 7802 00 90, for the entry in column (4), the entry "12%" shall be substituted;
(d) for the entry in column (4) occurring against all the tariff items of headings 7804 and 7806, the entry "12%"

shall be substituted;
(66) in Chapter 79,— 
(a) for the entry in column (4) occurring against all the tariff items of heading 7901, the entry "12%" shall be

substituted;
(b) in tariff item 7902 00 10,—
(i) in the entry in column (2), for the word 'oxidation', the following words shall be substituted, namely:—
"oxidation; 
unsorted zinc die cast scrap produced from automobile fragmentizers containing about 55% zinc-bearing

scrap covered by ISRI code word 'Scroll'";
(ii) for the entry in column (4), the entry "12%" shall be substituted;
(c) in tariff item 7902 00 90, for the entry in column (4), the entry "12%" shall be substituted;
(d) for the entry in column (4) occurring against all the tariff items of headings 7903, 7904, 7905 and 7907, the

entry "12%" shall be substituted;
(67) in Chapter 80, for the entry in column (4) occurring against all the tariff items of headings 8001, 8002,

8003 and 8007, the entry "12%" shall be substituted;
(68) in Chapter 81,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(69) in Chapter 82,—
(a) for the entry in column (4) occurring against all the tariff items of headings 8201, 8202, 8203, 8204, 8205,

8206, 8207, 8208 and 8209, the entry "12%" shall be substituted;
(b) in tariff item 8210 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 8211 and 8212, the entry "12%"

shall be substituted;
(d) in tariff item 8213 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of heading 8214, the entry "12%" shall be

substituted;
(f) for the entry in column (4) occurring against all the tariff items of heading 8215, the entry "6%" shall be

substituted;
(70) in Chapter 83,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(71) in Chapter 84,—
(a) for the entry in column (4) occurring against all the tariff items of headings 8401 to 8423, 8424 (except 8424

81 00), 8425 to 8431, 8434, 8435, 8438 to  8451 and 8452 (except 8452 10 12,  8452 10 22, 8452 30 10, 8452 30 90, 8452
90 11, 8452 90 19, 8452 90 91 and 8452 90 99), the entry "12%" shall be substituted;

(b) in tariff items 8452 10 12,  8452 10 22, 8452 30 10,  8452 30 90, 8452 90 11, 8452 90 19, 8452 90 91 and 8452 90
99, for the entry in column (4),  the entry "6%" shall be substituted;

(c) for the entry in column (4) occurring against all the tariff items of headings 8453  to 8468, 8469 (except
8469 00 30 and 8469 00 40), 8470  to 8478 and  8479 (except 8479 89 91 and 8479 89 92), the entry "12%" shall be
substituted;

(d) in tariff item 8479 89 92, for the entry in column (4),  the entry "6%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of headings 8480  to 8484, 8486 and 8487,

the entry "12%" shall be substituted;
(72) in Chapter 85,—
(a) after Note 10, the following Note shall be inserted, namely:—
'11. The processes of matching, batching and charging of Lithium ion batteries or the making of 

battery packs shall amount to "manufacture".';
(b) for the entry in column (4) occurring against all the tariff items of headings 8501 to 8519, 8521, 8522, 

8523, 8525 to 8533, the entry "12%" shall be substituted;
(c) in tariff item 8534 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(d) for the entry in column (4) occurring against all the tariff items of headings 8535 to 8547 the entry 

"12%" shall be substituted;
(e) in tariff item 8548 90 00, for the entry in column (4), the entry "12%" shall be substituted;
(73) in Chapter 86,—
(a) for the entry in column (4) occurring against all the tariff items (except 8604 00 00), the entry 

"6%" shall be substituted;
(b) in tariff item 8604 00 00, for the entry in column (4), the entry "12%" shall be substituted; 
(74) in Chapter 87,—
(a) for the entry in column (4) occurring against all the tariff items of heading 8701, the entry "12%" shall

be substituted;
(b) in tariff items 8702 10 11, 8702 10 12 and 8702 10 19, for the entry in column (4), the entry "27%" shall 

be substituted;
(c) in tariff items 8702 10 91 to 8702 10 99, for the entry in column (4), the entry "12%" 

shall be substituted;
(d) in tariff items  8702 90 11 and 8702 90 12, for the entry in column (4), the entry "27%" 

shall be substituted;
(e) in tariff item  8702 90 13, for the entry in column (4), the entry "12%" shall be substituted;
(f) in tariff item  8702 90 19, for the entry in column (4), the entry "27%" shall be substituted;
(g) in tariff items 8702 90 20 to 8702 90 99, for the entry in column (4), the entry "12%" 

shall be substituted;
(h) in tariff item 8703 10 10, for the entry in column (4), the entry "12%" shall be substituted;
(i) in tariff items 8703 10 90 to 8703 22 99, for the entry in column (4), the entry 

"24%" shall be substituted;
(j) in tariff item 8703 23 10, for the entry in column (4), the entry "27%" shall be substituted;
(k) in tariff item 8703 23 20, for the entry in column (4), the entry "24%" shall be substituted;
(l) in tariff items 8703 23 91, 8703 23 92, 8703 23 99 and  8703 24 10, for the entry in column (4), the entry

"27%" shall be substituted;

(m) in tariff item 8703 24 20, for the entry in column (4), the entry "24%" shall be substituted;
(n) in tariff items 8703 24 91 to 8703 24 99, for the entry in column (4), the entry "27%" shall be substituted;
(o) in tariff items  8703 31 10 to 8703 31 99, for the entry in column (4), the entry "24%" shall be substituted;
(p) in tariff item 8703 32 10, for the entry in column (4), the entry "27%" shall be substituted; 
(q) in tariff item 8703 32 20, for the entry in column (4), the entry "24%" shall be substituted; 
(r) in tariff items 8703 32 91 to 8703 33 10, for the entry in column (4), the entry "27%" shall be substituted; 
(s) in tariff item 8703 33 20, for the entry in column (4), the entry "24%" shall be substituted; 
(t) in tariff items 8703 33 91 to 8703 33 99, for the entry in column (4), the entry "27%" shall be substituted; 
(u) in tariff item  8703 90 10, for the entry in column (4), the entry "12%" shall be substituted;
(v) in tariff item  8703 90 90, for the entry in column (4), the entry "27%" shall be substituted;
(w)  in tariff item 8704 10 10, for the entry in column (4), the entry "12%" shall be substituted; 
(x) in tariff item 8704 10 90, for the entry in column (4), the entry "24%" shall be substituted;
(y) in tariff items 8704 21 10 to 8704 31 20, for the entry in column (4), the entry "12%" shall be substituted;
(z) in tariff item 8704 31 90, for the entry in column (4), the entry "24%" shall be substituted;
(za) in tariff item 8704 32 11, for the entry in column (4), the entry "12%" shall be substituted;
(zb) in tariff items 8704 32 19 and 8704 32 90, for the entry in column (4), the entry "24%" shall be substituted;
(zc) in tariff items 8704 90 11 and 8704 90 12, for the entry in column (4), the entry "12%" shall be substituted;
(zd) in tariff items 8704 90 19  and 8704 90 90, for the entry in column (4), the entry "24%" shall be substituted;
(ze) for the entry in column (4) occurring against all the tariff items of heading 8705, the entry "12%" shall be

substituted;
(zf) in tariff items 8706 00 11 and 8706 00 19, for the entry in column (4), the entry "12%" shall be substituted;
(zg) in tariff item 8706 00 21, for the entry in column (4), the entry "24%" shall be substituted;
(zh) in tariff item 8706 00 29, for the entry in column (4), the entry "15%" shall be substituted;
(zi) in tariff item 8706 00 31, for the entry in column (4), the entry "12%" shall be substituted; 
(zj) in tariff item 8706 00 39, for the entry in column (4), the entry "24%" shall be substituted; 
(zk) in tariff item 8706 00 41, for the entry in column (4), the entry "12%" shall be substituted; 
(zl) in tariff item 8706 00 42, for the entry in column (4), the entry "15%" shall be substituted;  
(zm) in tariff items 8706 00 43 and 8706 00 49, for the entry in column (4), the entry "25%" shall be

substituted;  
(zn) in tariff item 8706 00 50, for the entry in column (4), the entry "12%" shall be substituted;  
(zo) for the entry in column (4) occurring against all the tariff items of headings 8707 to 8709, the entry "12%"

shall be substituted;
(zp) in tariff item 8710 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(zq) for the entry in column (4) occurring against all the tariff items of headings 8711, 8712, 8714, 8715 and 8716,

the entry "12%" shall be substituted;
(75) in Chapter 88,—
(a) for the entry in column (4) occurring against all the tariff items of headings 8801,  the entry "6%" shall be

substituted;
(b) for the entry in column (4) occurring against all the tariff items of headings 8802 (except 8802 60 00) and

8803,  the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 8804 and 8805,  the entry "6%"

shall be substituted;
(76) in Chapter 89,—
(a) for the entry in column (4) occurring against all the tariff items of heading 8901,  the entry "6%" shall be

substituted;
(b) for the entry in column (4) occurring against all the tariff items of heading 8903,  the entry "12%" shall be

substituted;
(c) in tariff item 8904 00 00, for the entry in column (4), the entry "6%" shall be substituted;
(d) for the entry in column (4) occurring against all the tariff items of heading 8905,  the entry "6%" shall be

substituted;
(e) in tariff item 8906 90 00, for the entry in column (4), the entry "6%" shall be substituted;
(f) for the entry in column (4) occurring against all the tariff items of heading 8907,  the entry "12%" shall be

substituted;
(g) in tariff item 8908 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(77) in Chapter 90,—
(a)  for the entry in column (4) occurring against all the tariff items of heading 9001 (except 9001 40 10, 9001

40 90 and  9001 50 00), the entry "12%" shall be substituted;
(b) in tariff items 9001 40 10, 9001 40 90 and  9001 50 00, for the entry in column (4), the entry "6%" shall be

substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 9002 to 9008, 9010 to 9016 and

9017 (except 9017 20 10, 9017 20 20, 9017 20 30 and 9017 20 90), the entry "12%" shall be substituted;
(d) in tariff items 9017 20 10, 9017 20 20, 9017 20 30 and 9017 20 90, for the entry in column (4), the entry "6%"

shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of headings 9018 and 9019, the entry "12%"

shall be substituted;
(f) in tariff item 9020 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(g) for the entry in column (4) occurring against all the tariff items of headings 9022 to 9032, the entry "12%"

shall be substituted;
(h) in tariff item 9033 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(78) in Chapter 91,  for the entry in column (4) occurring against all the tariff items, the entry "12%" shall be

substituted;
(79) in Chapter 92,—
(a) for the entry in column (4) occurring against all the tariff items of headings 9201, 9202 and 9205, the entry

"12%" shall be substituted;
(b) in tariff item 9206 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 9207 to 9209, the entry "12%"

shall be substituted;

(80) in Chapter 93,—
(a) for the entry in column (4) occurring against all the tariff items of heading 9301, the entry "6%" shall be

substituted;
(b) in tariff item 9302 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of heading 9303, the entry "12%" shall be

substituted;
(d) in tariff item 9304 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of headings 9305 and 9306, the entry "12%"

shall be substituted;
(f) in tariff item 9307 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(81) in Chapter 94,—
(a) for the entry in column (4) occurring against all the tariff items (except 9405 50 10), the entry "12%" shall

be substituted;
(b) in tariff item 9405 50 10, for the entry in column (4), the entry "6%" shall be substituted;
(82) in Chapter 95, for the entry in column (4) occurring against all the tariff items of headings 9503 to 9508

(except 9508
10 00), the entry "12%" shall be substituted;
(83) in Chapter 96,—
(a) for the entry in column (4) occurring against all the tariff items of headings 9601 to 9603, the entry "12%"

shall be substituted;
(b) in tariff item 9604 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(c) for the entry in column (4) occurring against all the tariff items of headings 9605, 9606 (except 9606 21 00,

9606 22 00, 9606 29 10, 9606 29 90 and 9606 30 10), 9607 and 9608, the entry "12%" shall be substituted;
(d) in tariff items 9606 21 00, 9606 22 00, 9606 29 10, 9606 29 90 and 9606 30 10, for the entry in column (4),

the entry "6%" shall be substituted;
(e) for the entry in column (4) occurring against all the tariff items of heading 9609, the entry "6%" shall be

substituted;
(f) in tariff item 9611 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(g) for the entry in column (4) occurring against all the tariff items of headings 9612 and 9613, the entry "12%"

shall be substituted;
(h) in tariff item 9614 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(i) for the entry in column (4) occurring against all the tariff items of headings 9616 and 9617, the entry "12%"

shall be substituted;
(j) in tariff item 9618 00 00, for the entry in column (4), the entry "12%" shall be substituted;
(k) for the entry in column (4) occurring against all the tariff items of heading 9619, the entry "6%" shall be

substituted.

THE EIGHTH SCHEDULE
(See section 144)

Provisions of CENVAT Credit 
Rules, 2004 to be amended Amendment Period of effect of amendment

(1) (2) (3)

Sub-rule (6A) of rule 6 of the CENVAT Credit Rules, 2004 as inserted by CENVAT Credit (Amendment) Rules,
2011 vide notification number G.S.R. 134(E),a dated the 1st March, 2011 [3/2011-Central Excise (N.T.), dated the 1st
March, 2011].

In the CENVAT Credit Rules, 2004, in rule 6, after sub-rule (6), the following 
sub-rule shall be inserted with effect from the 10th day of February, 2006, namely:—
"(6A) The provisions of sub-rules (1), (2), (3) and (4) shall not be applicable in case 
the taxable services are provided, without payment of service tax, to a Unit in a 
Special Economic Zone or to a Developer of a Special Economic Zone for their 
authorised operations.".
From 10th February, 2006 to 28th February, 2011.

THE NINTH SCHEDULE
(See section 152)

In the Seventh Schedule to the Finance Act, 2001, in the entry in column (2) occurring against the tariff items
2402 20 10, 2402 20 20, 2402 20 30 and  2402 20 40, for the figures and word "60 millimetres", the figures and word
"65 millimetres" shall respectively be substituted.

STATEMENT OF OBJECTS AND REASONS
The object of the Bill is to give effect to the financial proposals of the Central Government for the financial

year 2012-2013.  The notes on clauses explain the various provisions contained in the Bill.

PRANAB MUKHERJEE.

NEW DELHI;
The 16th March, 2012.

PRESIDENT’S RECOMMENDATION UNDER ARTICLES 117 AND 274 OF THE
CONSTITUTION OF INDIA

[Copy of letter No.F.2(10)-B(D)/2012, dated the 16th March, 2012 from
Shri Pranab Mukherjee, Minister of Finance, to the Secretary-General, Lok Sabha.]

The President, having been informed of the subject matter of the proposed Bill, recommends, under clauses
(1) and (3) of article 117, read with clause (1) of article 274, of the Constitution of India, the introduction of the
Finance Bill, 2012 to the Lok Sabha and also recommends to the Lok Sabha the consideration of the Bill.

2. The Bill will be introduced in the Lok Sabha immediately after the presentation of the Budget on the 16th
March, 2012.

Notes on clauses

Income-tax
Clause 2, read with the First Schedule to the Bill, specifies the rates at which income-tax is to be levied on

income chargeable to tax for the assessment year 2012-2013.  Further, it lays down the rates at which tax is to be
deducted at source during the financial year 2012-2013 from income other than “Salaries” subject to such
deductions under the Income-tax Act; and the rates at which “advance tax” is to be paid, tax is to be deducted at
source from, or paid on, income chargeable under the head “Salaries” and tax is to be calculated and charged in
special cases for the financial year 2012-2013.

Rates of income-tax for the assessment year 2012-2013
Part I of the First Schedule to the Bill specifies the rates at which income is liable to tax for the assessment year

2012-2013.  These rates are the same as those specified in Part III of the First Schedule to the Finance Act, 2011, for
the purposes of deduction of tax at source from “Salaries”, computation of “advance tax” and charging of income-
tax in special cases during the financial year 2011-2012.

Rates for deduction of tax at source during the financial year 2012-2013 from income other than “Salaries”
Part II of the First Schedule to the Bill specifies the rates at which income-tax is to be deducted at source

during the financial year 2012-2013 from income other than “Salaries”.  The rates are the same, as those specified
in Part II of the First Schedule to the Finance Act, 2011 for the purposes of deduction of income-tax at source
during the financial year 2011-2012.  In view of the proposed insertion of new section 194LC, prescribing special
rate of tax deduction at five per cent. in case of certain interest payments to non-residents by a specified Indian
company engaged in prescribed business of infrastructure development, such income shall not be subject to
deduction of tax at source at the rate of twenty per cent. which would otherwise have applied.

The amount of tax so deducted shall be increased by a surcharge in the case of every company other than a
domestic company at the rate of two per cent.  No surcharge will be levied in any other case.

Rates for deduction of tax at source from “Salaries”, computation of “advance tax” and charging of income tax
in special cases during the financial year 2012-2013

Part III of the First Schedule to the Bill specifies the rates at which income-tax is to be deducted at source
from, or paid on, income under the head “salaries” and also the rates at which “advance tax” is to be paid and
income-tax is to be calculated or charged in special cases for the financial year 2012-2013.  It is proposed to remove
the special category of individual taxpayer, being a woman resident in India, and below the age of sixty years.

Paragraph A of this Part specifies the rates of income-tax as under:––
(i) in the case of every individual [other than those specifically mentioned in sub-paras (ii) and (iii)] or Hindu

undivided family or every association of persons or body of individuals, whether incorporated or not, or every
artificial juridical person referred to in sub-clause (vii) of clause (31) of section 2 of the Income-tax Act, not being
a case to which any other Paragraph of this Part applies:—

Up to Rs. 2,00,000 Nil;
Rs. 2,00,001 to Rs. 5,00,000 10 per cent.
Rs. 5,00,001 to Rs. 10,00,000 20 per cent.
Above Rs. 10,00,000 30 per cent.

(ii) In the case of every individual, being a resident in India, who is of the age of sixty years or more but less than
the age of eighty years at any time during the previous year:––

Up to Rs. 2,50,000 Nil;
Rs. 2,50,001 to Rs. 5,00,000 10 per cent.
Rs. 5,00,001 to Rs. 10,00,000 20 per cent.
Above Rs. 10,00,000 30 per cent.

(iii) In the case of every individual, being a resident in India, who is of the age of eighty years or more at any time
during the previous year:––

Up to Rs. 5,00,000 Nil;
Rs. 5,00,001 to Rs. 10,00,000 20 per cent.
Above Rs. 10,00,000 30 per cent.

Paragraph B of this Part specifies the rates of income-tax in the case of every co-operative society.  In such
cases, the rates of tax will continue to be the same as those specified for assessment year 2012-2013.  No surcharge
will be levied.

Paragraph C of this Part specifies the rate of income-tax in the case of every firm.  In such cases, the rate of tax
will continue to be the same as that specified for assessment year 2012-2013.  No surcharge will be levied.

Paragraph D of this Part specifies the rate of income-tax in the case of every local authority.  In such cases, the
rate of tax will continue to be the same as that specified for the assessment year 2012-2013.  No surcharge will be
levied.

Paragraph E of this Part specifies the rates of income-tax in the case of companies.  In both the cases of
domestic companies and companies other than domestic companies, the rate of tax will continue to be the same
as that specified for the assessment year 2012-2013.

Surcharge in the case of domestic companies having income above one crore rupees shall continue to be
levied at the rate of five per cent.  In case of companies other than domestic companies, the surcharge shall
continue to be levied at the rate of two per cent.  Marginal relief will be provided.

In all other cases (including sections 115JB, 115-O, 115R, etc.) the surcharge will continue to be applicable at the
rate of five per cent.”

“Education Cess” at the rate of two per cent. and “Secondary and Higher Education Cess” at the rate of one
per cent. shall continue to be levied in all cases covered under Part III of the First Schedule.  In the cases covered
under Part II of the First Schedule, there will be no levy of Education Cess and Secondary and Higher Education
Cess on tax deducted or collected at source in the case of domestic company and any other person who is resident
in India.  Both the cesses would continue to apply on tax deducted at source in the case of salary payments.  These
would also continue to be levied in the cases of persons not resident in India and companies other than domestic
company.

Clause 3 of the Bill seeks to amend section 2 of the Income-tax Act relating to definitions.   
It is proposed to insert a new Explanation in clause (14) of the aforesaid section 2 so as to clarify the expression

“property”.
This amendment will take effect retrospectively from 1st April, 1962 and will, accordingly, apply in relation to

the assessment year 1962-1963 and subsequent assessment years.
It is further proposed to amend clause (16) of the aforesaid section 2 so as to include the Director of Income-

tax in the definition of the Commissioner.
This amendment will take effect retrospectively from 1st April, 1988. 
It is also proposed to amend sub-clause (iv) of clause (19AA) of the aforesaid section 2 so as to exclude the

requirement of issue of shares to the shareholders of the demerged company where resulting company itself in a
scheme of demerger is a shareholder of the demerged company.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

It is also proposed to insert a new Explanation in clause (47) of the aforesaid section so as to clarify the
expression “transfer”.

This amendment will take effect retrospectively from 1st April, 1962 and will, accordingly, apply in relation to
the assessment year 1962-1963 and subsequent assessment years. 

Clause 4 of the Bill seeks to amend section 9 of the Income-tax Act relating to income deemed to accrue or
arise in India.

The existing provisions of clause (i) of sub-section (1) of the aforesaid section 9 provide that 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, or through the transfer
of a capital asset situate in India shall be deemed to accrue or arise in India.

It is proposed to insert a new Explanation 4 in the aforesaid clause so as to clarify the expression “through”
used in the said sub-section.

It is further proposed to insert a new Explanation 5 in the aforesaid clause (i) so as to clarify that 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 indirectly, its value substantially from the assets located in India.

These amendments will take effect retrospectively from 1st April, 1962 and will, accordingly, apply in relation
to the assessment year 1962-1963 and subsequent assessment years.     

It is also proposed to insert a new Explanation 4 in clause (vi) of the aforesaid sub-section so as to clarify that
the transfer of all or any rights in respect of any right, property or information includes and has always included
transfer of all or any right for use or right to use a computer software (including granting of a licence) irrespective
of the medium through which such right is transferred.

It is also proposed to insert a new Explanation 5 in the aforesaid clause so as to clarify that the royalty includes
and has always included consideration in respect of any right, property or information, whether or not ––(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.

It is also proposed to insert a new Explanation 6 in the aforesaid clause so as to clarify that the expression
“process” includes and shall be deemed to have always included transmission by satellite (including up-linking,
amplification, conversion for 

down-linking of any signal), cable, optic fibre or by any other similar technology, whether or not such process
is secret.

These amendments will take effect retrospectively from 1st day of June, 1976 and will, accordingly, apply in
relation to the assessment year 1977-1978 and subsequent assessment years.

Clause 5 of the Bill seeks to amend section 10 of the Income-tax Act relating to income not included in total
income.

The existing provisions of clause (10D) of the aforesaid section  provide that any sum received under a life
insurance policy, including the sum allocated by way of bonus on such policy other than any sum received under
sub-section (3) of section 80DD or any sum received under a Keyman insurance policy, or any sum received under
an insurance policy for which the premium amount exceeds twenty per cent. of the actual capital sum assured,
shall be exempt.

It is proposed to allow exemption of any sum received under an insurance policy issued on or after 1st April,
2012 only if the premium for the policy does not exceed ten per cent. of the actual capital sum assured.

This amendment will take effect from 1st April, 2013, and will, accordingly, apply in relation to the assessment

year 2013-2014 and subsequent assessment years.
It is proposed to insert a new proviso after the sixteenth proviso to clause (23C) of the aforesaid section so as

to provide that the income of a trust or institution referred to in sub-clause (iv) or sub-clause (v) shall be included
in its total income of the previous year if the provisions of the first proviso to clause (15) of section 2 becomes
applicable to such trust or institution in the said previous year, whether or not any approval granted or
notification issued in respect of such trust or institution has been withdrawn or rescinded.

This amendment will take effect retrospectively from 1st April, 2009 and will, accordingly, apply in relation to
the assessment year 2009-2010 and subsequent assessment years.

The existing provisions contained in clause (23FB) of the aforesaid section provide that any income of a
venture capital company or venture capital fund from investment in a venture capital undertaking does not form
part of its total income.  The definitions of “venture capital company”, “venture capital fund” and “venture capital
undertaking” are provided in Explanation 1 to clause (23FB).   “Venture capital undertaking” has been defined in
clause (c) of the said Explanation to mean such domestic company whose shares are not listed in a recognised
stock exchange in India and which is engaged in certain businesses or industries specified in said 

clause (c).   
It is proposed to amend clause (c) of Explanation 1 to the aforesaid clause  so as to define the venture capital

undertaking as the venture capital undertaking referred to in the Securities and Exchange Board of India (Venture
Capital Funds) Regulations, 1996 made under the Securities and Exchange Board of India Act, 1992.

This amendment will take effect from 1st April, 2013, and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

It is proposed to insert a new clause (48) in the aforesaid section so as to provide that any income of a foreign
company received in India in Indian currency on account of sale of crude oil to any person in India subject to
fulfilment of certain conditions specified in the said clause will also not be included in total income. 

This amendment will take effect retrospectively from 1st April, 2012 and will, accordingly, apply in relation to
the assessment year 2012-2013 and subsequent assessment years.

Clause 6 of the Bill seeks to amend section 13  of the Income-tax Act relating to  section 11 not to apply in
certain cases.

It is proposed to insert a new sub-section (8) in the aforesaid section 13 so as to provide that nothing contained
in section 11 or section 12 shall operate so as to exclude any income from the total income of the previous year of
the person in receipt thereof if the provisions of the first proviso to clause (15) of section 2 become applicable in
the case of such person in the said previous year.

This amendment will take effect retrospectively from 1st April, 2009 and will, accordingly, apply in relation to
the assessment year 2009-2010 and subsequent assessment years.

Clause 7 of the Bill seeks to amend section 32 of the Income-tax Act relating to depreciation.
The existing provisions contained in clause (iia) of sub-section (1) of the aforesaid section 32, a further sum

equal to twenty per cent. of the actual cost of new machinery or plant (other than ships and aircraft) acquired and
installed after the 31st day of March, 2005 by an assessee engaged in the business of manufacture or production
of any article or thing, is allowed as deduction as further depreciation.

It is proposed to amend aforesaid clause so as to allow deduction of a further sum equal to twenty per cent. of
actual cost of any new machinery or plant (other than ships and aircraft) acquired and installed after 31st day of
March, 2012, as further depreciation to an assessee engaged in the business of generation or generation and
distribution of power.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 8 of the Bill seeks to amend section 35 of the Income-tax Act relating to expenditure on scientific
research.

The existing provisions contained in sub-section (2AB) of the aforesaid section 35 provide that where a
company engaged in the business of bio-technology or in any business of manufacture or production of any
article or thing, not being an article or thing specified in the list of Eleventh Schedule, incurs any expenditure on
scientific research (not being expenditure in the nature of cost of any land or building) on in-house research and
development facility as approved by the prescribed authority, then, there shall be allowed a deduction of a sum
equal to two times of the expenditure so incurred.  However, no deduction is allowable under the said sub-section
in respect of such expenditure incurred after 31st March, 2012.

It is proposed to amend clause (5) of the aforesaid sub-section (2AB) so as to allow deduction in respect of
expenditure incurred up to 31st March, 2017.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years up to assessment year 2017-2018.

Clause 9 of the Bill seeks to amend section 35AD of the Income-tax Act relating to deduction in respect of
expenditure on specified business. 

The provisions of sub-section (1) of the aforesaid section 35AD, inter alia, allow one hundred per cent.
deduction in respect of any capital expenditure incurred, other than expenditure incurred on the acquisition of
any land or goodwill or financial instrument, during the year by the specified business subject to the provisions
contained in that section.

The specified businesses eligible for the said deduction have been listed under clause (c) of sub-section (8).
It is proposed to insert sub-section (1A) to the aforesaid section so as to provide that where the specified

business is of the nature referred to in sub-clause (i) or sub-clause (ii) or sub-clause (v) or sub-clause (vii) or sub-
clause (viii) of clause (c) of sub-section (8) and has commenced its operations on or after the 1st day of April, 2012,
the deduction under sub-section (1) shall be allowed of an amount equal to one and one-half times of the
expenditure referred to therein.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

It is further proposed to amend the provisions of sub-sections (5) and (8) of the aforesaid section to include
three new categories of business as specified business, namely, —(i) setting up and operating an inland container
depot or a container freight station notified or approved under the Customs Act, 1962; (ii) bee-keeping and
production of honey and beeswax; (iii) setting up and operating a warehousing facility for storage of sugar. It is
also proposed that the date of commencement of operations of these three specified businesses for the purposes
of the aforesaid deductions shall be on or after 1st April, 2012.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

It is also proposed to insert sub-section (6A) to the aforesaid section to provide that where the assessee builds
a hotel of 

two-star 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 carrying on
the specified business of building and operating hotel.

This amendment will take effect retrospectively from 1st April, 2011 and will, accordingly, apply in relation to
the assessment year 2011-2012 and subsequent assessment years.

Clause 10 of the Bill seeks to insert new sections 35CCC and 35CCD in the Income-tax Act relating to
expenditure on agricultural extension project and expenditure on skill development project, respectively.

Sub-section (1) of the proposed new section 35CCC provides that where an assessee incurs any expenditure on
agricultural extension project notified 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 and one-half times of such expenditure.
Sub-section (2) of the aforesaid section provides that where a deduction under this section is claimed and allowed
for any assessment year in respect of any expenditure referred to in sub-section (1), deduction shall not be allowed
in respect of such expenditure under any other provisions of the Income-tax Act for the same or any other
assessment year.

Sub-section (1) of the proposed new section 35CCD provides that where a company incurs any expenditure
(not being expenditure in the nature of cost of any land or building) on any skill development project notified 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 and one-half times of such expenditure.  Sub-section (2) of the aforesaid section
provides that where a deduction under this section is claimed and allowed for any assessment year in respect of
any expenditure referred to in sub-section (1), deduction shall not be allowed in respect of such expenditure
under any other provisions of the Income-tax Act for the same or any other assessment year.

These amendments will take effect from 1st April, 2013, and will, accordingly, apply in relation to the
assessment year 

2013-2014 and subsequent assessment years.
Clause 11 of the Bill seeks to amend section 40 of the Income-tax Act relating to amounts not deductible.
It is proposed to insert a new proviso to sub-clause (ia) of clause (a) to the aforesaid section 40 so as to provide

that where an assessee fails to deduct the whole or any part of the tax in accordance with the provisions of Chapter
XVII-B on any such sum but is not deemed to be an assessee in default under the first proviso to sub-section (1) of
section 201, then, for the purposes of this sub-clause, 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 resident payee referred to in the said
proviso.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 12 of the Bill seeks to amend section 40A of the Income-tax Act relating to expenses or payments not
deductible in certain circumstances.

The existing provisions of clause (a) of sub-section (2) of the aforesaid section 40A provides that where the
assessee incurs any expenditure in respect of which payment has been or is to be made to any person referred to
in clause (b) of the said section and the Assessing Officer is of the opinion that such expenditure is excessive or
unreasonable having regard to fair market value of the goods, 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 expenditure as is so considered by him to be excessive or unreasonable shall not be allowed
as deduction.

It is proposed to amend the aforesaid clause so as to provide that no disallowance under this clause, on
account of any expenditure being excessive or unreasonable having regard to the fair market value, shall be made
in respect of a specified domestic transaction referred to in section 92BA, if such transaction is at arm’s length
price as defined in clause (ii) of section 92F.

The existing provisions of clause (b) of the aforesaid sub-section defines the persons referred to in clause (a).
Sub-clause (iv) of the said clause defines the persons in a company, firm, association of persons or 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, relative of such director, partner or member.

It is proposed to amend the aforesaid clause (b) so as to include therein any other company carrying on a
business or profession in which the company referred to in the aforesaid sub-clause has substantial interest.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 13 of the Bill seeks to amend section 44AB of the Income-tax Act relating to audit of accounts of certain
persons carrying on business or profession. 

The existing provisions in clause (a) of the aforesaid section 44AB make it obligatory for every person
carrying on business to get his account of any previous year relevant to the assessment year audited by an
accountant before the specified date if the total sales, turnover or gross receipts in business for the previous year
exceeds sixty lakh rupees.

It is proposed to enhance the said limit from sixty lakh rupees to one crore rupees. 
The existing provisions contained in clause (b) of the aforesaid section make it obligatory for every person

carrying on profession to get his accounts of any previous year relevant to the assessment year audited by an
accountant before the said specified date if his gross receipts in profession for the previous year exceed fifteen
lakh rupees.

It is proposed to enhance the said limit from fifteen lakh rupees to twenty-five lakh rupees.
These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the

assessment year 2013-2014 and subsequent assessment years.  
The existing provisions contained in clause (ii) of the Explanation to the aforesaid section defines that

expression “specified date” in relation to the accounts of the assessee of the previous year relevant to an
assessment year, means the 30th day of September of the assessment year.

It is proposed to change the specified date from the 30th day of September of the assessment year to the due
date for furnishing the return of income under sub-section (1) of section 139.

This amendment will take effect retrospectively from 1st April, 2012 and will, accordingly, apply in relation to
the assessment year 2012-2013 and subsequent assessment years.

Clause 14 of the Bill seeks to amend section 44AD of the Income-tax Act relating to special provision for
computing profits and gains of business on presumptive basis.

It is proposed to insert a new sub-section (6) to the aforesaid section 44AD so as to provide that the provisions
of this section, notwithstanding anything contained in the foregoing provisions, shall not apply to (i) a person
carrying on profession as referred to in sub-section (1) of section 44AA; (ii) a person earning income in the nature
of commission or brokerage; or (iii) a person carrying on any agency business.

This amendment will take effect retrospectively from 1st April, 2011 and will, accordingly, apply in relation to
the assessment year 2011-2012 and subsequent assessment years.

The existing provisions in clause (b) of the Explanation to the aforesaid section 44AD defines the term
“eligible business” to mean any business except the business of plying, hiring or leasing goods carriages referred
to in section 44AE and whose total turnover or gross receipts in the previous year does not exceed sixty lakh
rupees for the purpose of computing profits and gains of business on presumptive basis.

It is proposed to amend the aforesaid Explanation so as to enhance the said limit from sixty lakh rupees to one
crore rupees.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.  

Clause 15 of the Bill seeks to amend section 47 of the Income-tax Act relating to transactions not regarded as
transfer.

Under the existing provisions contained in sub-clause (a) of clause (vii) of the aforesaid section 47, in case of
a merger, any transfer of capital asset being shares, held by a shareholder in the amalgamating company, shall not
be regarded as transfer, 

if— (a) such transfer is made in consideration of the allotment to him of any share or shares in the
amalgamated company, and (b) the amalgamated company is an Indian Company.

It is proposed to amend the aforesaid sub-clause so as to provide that to the extent where the amalgamated
company itself is the shareholder in the amalgamating company, it shall not be necessary for it to issue share or
shares.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 16 of the Bill seeks to amend section 49 of the Income-tax Act relating to cost with reference to certain
modes of acquisition.

The existing provisions contained in the aforesaid section 49 provide that, in certain circumstances the cost
of acquisition of the assets shall be deemed to be the cost for which the previous owner of the assets acquired it.

Clause (xiii) of section 47, inter alia, provides for transfer of any capital asset or intangible asset by a firm to
company as a result of succession of the firm by a company and clause (xiv) of section 47 provides, inter alia, for
transfer of any capital asset or intangible asset by a sole proprietary concern to a company as a result of succession
by a sole proprietary concern to a company.

It is proposed to amend sub-clause (e) of clause (iii) of sub-section (1) of the aforesaid section so as to bring the
transfers referred to in clause (xiii) and clause (xiv) of section 47 within the scope of section 49 which deals with
cost with reference to certain modes of acquisition.

This amendment will take effect retrospectively from 1st April, 1999 and will, accordingly, apply in relation to
the assessment year 1999-2000 and subsequent assessment years.

Clause 17 of the Bill seeks to insert section 50D of the Income-tax Act relating to fair market value deemed to
be full value of consideration in certain cases.

The existing provisions of the Income-tax Act provide that on the transfer of a capital asset, capital gains are
calculated as the difference between the sale consideration and the cost of acquisition.

It is proposed to insert a new section 50D so as to provide that 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, for
the purpose 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.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 18 of the Bill seeks to amend section 54B of the Income tax Act relating to capital gain on transfer of
land used for agricultural purposes not to be charged in certain cases. 

The existing provisions contained in sub-section (1) of the aforesaid section 54B provide that if an assessee
transfers land which, in the two years immediately preceding the date on which the transfer took place, was being
used by the assessee or a parent of his for agricultural purposes, giving rise to capital gain and purchases any other
land for being used for agricultural purposes, within two years after the date of such transfer, the capital gain is
exempt to the extent such gain has been utilised for the aforesaid purpose.

It is proposed to amend the aforesaid sub-section so as to extend the benefit of exemption to the assessee
being a Hindu undivided family.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
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year 2013-2014 and subsequent assessment years.
Clause 19 of the Bill seeks to insert a new section 54GB relating to capital gain on transfer of residential

property not to be charged in certain cases.
The proposed new section 54GB seeks to provide that where the capital gain arises from the transfer of a long-

term capital asset, being a residential property (a house or a plot of land), owned by the eligible assessee (herein
referred to as the assessee) and such assessee before the due date of furnishing of return of income under sub-
section (1) of section 139 utilises the net consideration for subscription in the equity shares of an eligible company
(herein referred to as the company) and such company has, within one year from the date of subscription in
equity shares by the assessee, utilised this amount for purchase of new asset then, instead of the capital gain being
charged to income-tax as the income of the previous year in which the transfer takes place, it shall be dealt with
in accordance with the following provisions of this section, that is to say, if the amount of the net consideration is
greater than the cost of the new asset, then, so much of the capital gain as it 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 charged under section
45 as the income of the previous year or if the amount of the net consideration is equal to or less than the cost of
the new asset, the capital gain shall not be charged under section 45 as the income of the previous year.

It is further proposed to provide that the amount of the net consideration, which has been received by the
company for issue of share to the assessee, to the extent it is not utilised by the company for the purchase of the
new asset before the said due date of furnishing of the return of income by the assessee under section 139, shall be
deposited by the company, before the due date of furnishing, in an account in any such bank or institution as may
be specified and shall be utilised in accordance with any scheme which the Central Government may, by
notification in the Official Gazette, frame in this behalf and the return furnished by the assessee shall be
accompanied by proof of such deposit having been made.

It is also proposed to provide that for the purposes of sub-section (1), the amount, if any, already utilised by
the company for the purchase of the new asset together with the amount deposited under sub-section (2) shall be
deemed to be the cost of the new asset.  However, if the amount so deposited is not utilised, wholly or partly, for
the purchase of the new asset within the period specified in 

sub-section (1), then, the amount by which the amount of capital gain arising from the transfer of the
residential property not charged under section 45 on the basis of the cost of the new asset, exceeds  the amount
that would not have been so charged had the amount actually utilisesd for the purchase of the new asset within
the period specified in sub-section (1), been the cost of the new asset, shall be charged under section 45 as income
of the assessee of the previous year in which the period of one year from the date of the subscription in equity
shares by the assessee expires and the company shall be entitled to withdraw such amount in accordance with the
scheme.

It is also proposed to provide that if the equity shares of the company or the new asset acquired by the
company are sold or otherwise transferred within a period of five years from the date of their acquisition, the
amount of capital gain arising from the transfer of the residential property not charged under section 45 as
provided in sub-section (1) shall be deemed to be the income of the assessee chargeable under the head “capital
gains” of the previous year in which such equity shares or such new asset are sold or otherwise transferred, in
addition to taxability of gains, arising on account of transfer of shares or of the new asset, in the hands of the
assessee or the company, as the case may be.

It is also proposed to provide that the provisions of this section shall not apply to any transfer of residential
property made after the 31st day of March, 2017.

It is also proposed to define the expressions “eligible assessee”, “eligible company”, “net consideration” and
“new asset” for the purpose of this section.

These amendments will take effect from the 1st day of April, 2013 and will, accordingly, apply in relation to the
assessment years 2013-2014 and subsequent assessment years.

Clause 20 of the Bill seeks to amend section 55A of the Income- tax Act relating to reference to valuation
officer.

The existing provisions contained in clause (a) of the aforesaid section 55A provide that an Assessing Officer
with a view to ascertain the fair market value of a capital asset may refer the valuation of a capital asset to a
Valuation Officer where, in his opinion the value of the asset as claimed by the assessee is less than its fair market
value.

It is proposed to amend the aforesaid clause so as to provide that reference may be made to the Valuation
Officer for ascertaining the fair market value of a capital asset in case such value is at variance with its fair market
value instead of making a reference only when such value is less than its fair market value.

This amendment will take effect from 1st July, 2012.
Clause 21 of the Bill seeks to amend section 56 of the Income-tax Act relating to income from other sources.
The existing provisions of clause (vii) of sub-section (2) of the aforesaid section 56, inter alia, provide that

where any sum of money, the aggregate value of which exceeds fifty thousand rupees, is received without
consideration, by an individual or a Hindu undivided family, in any previous year from any person on or after the
1st day of October, 2009, the whole of the aggregate value of such money shall be chargeable to income-tax under
the head “Income from other sources”.  The second proviso to the said clause provides that the provisions of this
clause shall not apply to any sum of money or any property received from any relative.  Clause (e) of Explanation
to second proviso of the said clause provides that the definition of “relative” shall have the same meaning
assigned to it in the Explanation to clause (vi) of sub-section (2) of the said section.  

It is proposed to substitute the aforesaid clause (e) so as to provide that the definition of “relative” shall also
include any sum or property received by a Hindu undivided family from its members apart from the persons
referred to in the Explanation to clause (vi) of sub-section (2) of the said section.  

This amendment will take effect retrospectively from 1st October, 2009.
It is proposed to insert a new clause (viib) in the aforesaid sub-section so as to provide that where a company,

not being a company in which the public are substantially interested, receives, in any previous year, from any
person being a resident, any consideration for issue of shares that exceeds the face value of such shares, the
aggregate consideration received for such shares as exceeds the fair market value of the shares shall be chargeable
to income-tax under the head “Income from other sources”. However, the said new clause shall not apply where
the consideration for issue of shares is received by a venture capital undertaking from a venture capital company
or a venture capital fund.

It is further proposed that the company receiving the consideration for issue of shares shall be provided an
opportunity to substantiate its claim regarding the fair market value of the shares.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 22 of the Bill seeks to amend section 68 of the Income-tax Act relating to cash credits.
The existing provisions of the aforesaid section 68 provide that where any sum is found credited in the books

of an assessee maintained for any previous year, and the assessee offers no explanation about the nature and
source thereof or the explanation offered by him is not, in the opinion of the Assessing Officer, satisfactory, the
sum so credited may be charged to income-tax as the income of the assessee of that previous year.

It is proposed to insert two new provisos to the aforesaid section.  The first proviso seeks to provide that where
the assessee is a company, (not being a company in which the public are substantially interested) and the sum so
credited consists of share application money, share capital, share premium or any such amount by whatever
name called, any explanation offered by such assessee company shall be deemed to be not satisfactory, unless—
(a) the person, being a resident in whose name such credit is recorded in the books of such company also offers an
explanation about the nature and source of such sum so credited; and (b) such explanation in the opinion of
Assessing Officer aforesaid has been found to be satisfactory. 

The second proviso seeks to provide that nothing contained in the first proviso shall apply if the person, in
whose name the sum referred to therein is recorded, is a venture capital fund or a venture capital company as
referred to in clause (23FB) of section 10. 

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 23 of the Bill seeks to amend section 80A of the Income-tax Act relating to deduction to be made in
computing total income.

The existing provision of the Explanation to sub-section (6) of the aforesaid section 80A provides the
definition of expression “market value” in relation to any goods or services sold or supplied and in relation to
goods or services acquired.

It is proposed to amend the aforesaid Explanation so as to provide that “market value” in relation to any goods
or services sold, supplied or acquired, in case of a transaction being a domestic transaction referred to in section
92BA shall be the arm’s length price as defined in clause (ii) of section 92F.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 24 of the Bill seeks to amend section 80C of the Income-tax Act relating to deduction in respect of life
insurance premia, deferred annuity, contributions to provident fund, subscription to certain equity shares or
debentures, etc.

The existing provisions of sub-section (3) of the aforesaid section 80C provide that sub-section (2) shall apply
only to so much of any premium or other payment made on an insurance policy other than a contract for a
deferred annuity as is not in excess of twenty per cent. of the actual capital sum assured.

It is proposed to amend the aforesaid section so as to restrict the deduction for insurance policies issued on
or after 1st April, 2012 to any premium or other payment made on such insurance policy as is not in excess of ten
per cent. of the actual capital sum assured.

It is further proposed to define the expression “actual capital sum assured”.
These amendments will take effect from 1st April, 2013, and will, accordingly, apply in relation to the

assessment year 
2013-2014 and subsequent assessment years.
Clause 25 of the Bill seeks to amend section 80D of the Income-tax Act relating to deduction in respect of

health insurance premia.
The existing provisions of section 80D provide for deduction up to fifteen thousand rupees to an assessee,

being an individual or a Hindu undivided family, who makes payment of the specified sum by any mode, other
than cash, to effect or keep in force an insurance on–

(a) the health of the assessee or on the health of the wife or husband, or dependant children of the assessee
where the assessee is an individual;

(b) the health of any member of the family where the assessee is a Hindu undivided family. 
Further, a deduction up to fifteen thousand rupees is also allowed to keep in force an insurance on the health

of parents.
It is proposed to amend the aforesaid section so as to allow for a deduction in respect of any payment made

by an assessee on account of preventive health check-up of self, spouse, dependent children or parent during the
previous year up to a limit of five thousand rupees within the existing limits prescribed in the section.

The existing provisions allow a higher deduction up to twenty thousand rupees in the case of senior citizen.
It is proposed to amend the Explanation to sub-section (4) of the aforesaid section so as to reduce the age for

defining a senior citizen from sixty-five years to sixty years for the purposes of the said deduction.
It is also proposed that for the purposes of the aforesaid deduction, payment shall be made by — (i) any mode,

including cash, in respect of any sum paid on account of preventive health check-up; (ii) any mode other than
cash in all other cases.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

Clause 26 of the Bill seeks to amend section 80DDB of the Income-tax Act relating to deduction in respect of
medical treatment, etc.

The existing provisions of the aforesaid section 80DDB provide for a deduction up to forty thousand rupees
for medical treatment of a specified disease or ailment in case of an individual or his dependant.  In case where
the amount actually paid is in respect of any person who is a senior citizen, the deduction is allowed up to sixty
thousand rupees in place of forty thousand rupees.  

Clause (iv) of the Explanation to the aforesaid section provides that a senior citizen means an individual
resident in India who is of the age of sixty five years or more at any time during the relevant previous year.

It is proposed to amend the aforesaid Explanation so as to reduce the age from sixty-five years to sixty years
for qualifying as a senior citizen.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 27 of the Bill seeks to amend section 80G of the Income-tax Act relating to deduction in respect of
donations to certain funds, charitable institutions, etc.

It is proposed to insert a new sub-section (5D) in the aforesaid section so as to provide that no deduction shall
be allowed under this section in respect of donation of any sum exceeding ten thousand rupees unless such sum
is paid by any mode other than cash.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 28 of the Bill seeks to amend section 80GGA of the Income-tax Act relating to deduction in respect of
certain donations for scientific research or rural development.

It is proposed to insert a new sub-section (2A) in the aforesaid section so as to provide that no deduction shall
be allowed under this section in respect of any sum exceeding ten thousand rupees unless such sum is paid by any
mode other than cash.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 29 of the Bill seeks to amend section 80-IA of the Income-tax Act relating to deductions in respect of
profits and gains from industrial undertakings or enterprises engaged in infrastructure development, etc.

The existing provisions contained in clause (iv) of sub-section (4) of the aforesaid section 80-IA provide that,
a deduction shall be allowed to an undertaking which,- (a) is set up in any part of India for the generation or
generation and distribution of power if it begins to generate power at any time during the period beginning on 1st
April, 1993 and ending on 31st March, 2012; (b) starts transmission or distribution by laying a network of new
transmission or distribution lines at any time during the period beginning on 1st April, 1999 and ending on 31st
March, 2012; (c) undertakes substantial renovation and modernisation of the existing network of transmission or
distribution lines at any time during the period beginning on 1st April, 2004 and ending on 31st March, 2012.

It is proposed to amend the aforesaid clause so as to extend the time limit from 31st March, 2012 to 31st March,
2013.

The existing Explanation to sub-section (8) of the aforesaid section 80-IA provides for the definition of
“market value” in relation to goods or services.  

It is proposed to substitute the aforesaid Explanation so as to include the arm’s length price as defined in
clause (ii) of section 92F, where the transfer of such goods or services  is “specified domestic transaction” referred
to in section 92BA within the definition of “market value” in relation to any goods or services.

The existing provisions of sub-section (10) of the aforesaid section provide that where it appears to the
Assessing Officer, owing to the close connection between the assessee carrying on the eligible business to which
this section applies and any other person, or for any other reason, the course of business between them is so
arranged that the business transacted between them produces to the assessee more than the ordinary profits
which might be expected to arise in such eligible business, the Assessing Officer shall, in computing the profits
and gains of such eligible business for the purposes of the deduction under this section, take the amount of profits
as may be reasonably deemed to have been derived therefrom.

It is proposed to insert a new proviso to the aforesaid sub-section so as to provide that in case the arrangement
mentioned in the sub-section involves a specified domestic transaction referred to in section 92BA, and the
amount of profits from such transaction shall be determined having regard to arm’s length price as defined in
clause (ii) of section 92F.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 30 of the Bill seeks to insert a new Part “CA– Deductions in respect of other incomes” in Chapter VI-A
containing section 80TTA therein relating to deduction in respect of interest on deposits in savings account.

Under the proposed new section, a deduction up to an extent of ten thousand rupees in aggregate shall be
allowed to an assessee, being an individual or a Hindu undivided family, in respect of any income by way of
interest on deposits (not being time deposits) in a savings account with –

(i) a banking company to which the Banking Regulation Act, 1949, applies (including any bank or banking
institution referred to in section 51 of that Act);

(ii) a co-operative society engaged in carrying on the business of banking (including a co-operative land
mortgage bank or a co-operative land development bank); or

(iii) a post office as defined in clause (k) of section (2) of the Indian Post Office Act, 1898.
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment

year 2013-2014 and subsequent assessment years. 
Clause 31 of the Bill seeks to amend section 90 of the Income-tax Act relating to agreement with foreign

countries or specified territories.
The existing provisions of the aforesaid section 90 confers power upon the Central Government to enter into

agreement with the Government of any specified territory outside India in addition to entering into agreement
with foreign countries.

It is proposed to insert a new sub-section (2A) in the aforesaid section 90 so as to provide that the provisions
of newly inserted Chapter X-A shall apply even if such provisions are not beneficial to the assessee.

It is further proposed to insert a new sub-section (4) in the aforesaid section so as to provide that an assessee,
not being a resident, to whom an agreement referred to in sub-section (1) applies, shall not be entitled to claim any
relief under such agreement unless a certificate, containing prescribed particulars, of his being a resident in any

country outside India or specified territory outside India, as the case may be, is obtained by him from the
Government of that country or specified territory.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

The existing sub-section (3) of the aforesaid section provides that any term used but not defined in this Act or
in the agreement referred to in sub-section (1) shall, unless the context otherwise requires, and is not inconsistent
with the provisions of this Act or the agreement, have the same meaning as assigned to it in the notification issued
by the Central Government in the Official Gazette in this behalf.

It is proposed to insert an Explanation after Explanation 2 in the aforesaid section so as to provide that for the
removal of doubts, it is hereby declared that where any term is used in any agreement entered into under sub-
section (1) and not defined in the agreement or the Act, but is assigned a meaning to it in the notification issued
under sub-section (3) and such notification issued thereunder being in force, then, the meaning assigned to such
term shall be deemed to have effect from the date on which the said agreement came into force.

This amendment will take effect retrospectively from 1st October, 2009.
Clause 32 of the Bill seeks to amend section 90A of the Income-tax Act relating to adoption by Central

Government of agreement between specified associations for double taxation relief. 
The existing provisions of the aforesaid section 90A provides that any specified association in India may

enter into agreement with any specified association in a specified territory outside India and the Central
Government may, by notification in the Official Gazette, make the necessary provisions for adopting and
implementing such agreement for grant of double taxation relief, for avoidance of double taxation or exchange of
information for the prevention of evasion of avoidance of income-tax or for recovery of income-tax.  It further
provides that in relation to any assessee to whom the agreement referred to in the said section applies, the
provisions of the Income-tax Act shall apply to the extent they are more beneficial to the assessee.  It also provides
that any term used but not defined in the income-tax Act or the said agreement shall have the same meaning as
assigned to it in the notification issued by the Central Government, unless the context otherwise requires and it is
not inconsistent with the provisions of the 

Income-tax Act or the said agreement.
It is proposed to insert a new sub-section (2A) in the aforesaid section 90A so as to provide that the provisions

of newly inserted Chapter X-A shall apply even if such provisions are not beneficial to the assessee.
It is further proposed to insert a new sub-section (4) in the aforesaid section so as to provide that an assessee,

not being a resident, to whom the agreement referred to in sub-section (1) applies, shall not be entitled to claim
any relief under such agreement unless a certificate, containing prescribed particulars, of his being a resident in
any specified territory outside India is obtained by him from the Government of that specified territory.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

The existing sub-section (3) of the aforesaid section provides that any term used but not defined in the
Income-tax Act or in the said agreement shall have the same meaning as assigned to it in the notification issued
by the Central Government, unless the context otherwise requires and it is not inconsistent with the provisions of
the Income-tax Act or the said agreement.

It is proposed to insert an Explanation in the aforesaid section so as to provide that for the removal of doubts,
it is hereby declared that any term used in any agreement, where such agreement is entered into under sub-
section (1) and not defined under the agreement or the Act, but is assigned a meaning to it in the notification
issued under sub-section (3) and the notification issued thereunder being in force, then, the meaning assigned to
such term shall be deemed to have effect from the date on which the said agreement came into force.

This amendment will take effect retrospectively from 1st June, 2006.
Clause 33 of the Bill seeks to amend section 92 of the Income-tax Act relating to computation of income from

international transaction having regard to arm’s length price.
The existing provisions of the aforesaid section 92 provide that income arising from an international

transaction shall be computed having regard to arm’s length price.
It is proposed to amend the aforesaid section to insert a new sub-section (2A) so as to provide that any

allowance for an expenditure or interest or allocation of any cost or expense or any income in relation to the
specified domestic transaction shall be computed having regard to the arm’s length price. 

It is further proposed to amend sub-sections (2) and (3) of the aforesaid section to substitute the expression
“international transaction or specified domestic transaction” in place of “international transaction” so as to
include therein the specified domestic transaction and apply the provisions of sub-sections (2) and (3) to specified
domestic transactions.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 34 of the Bill seeks to amend section 92B of the Income-tax Act relating to meaning of international
transaction.

The existing provisions of the aforesaid section 92B provide the definition of “international transaction” for
the purposes of the said section and sections 92, 92C, 92D and 92E.

It is proposed to insert an Explanation to the aforesaid section so as to clarify the definition of the expressions
“international transaction” and “intangible property”.

This amendment will take effect retrospectively from 1st April, 2002 and will, accordingly, apply in relation to
the assessment year 2002-2003 and subsequent assessment years.

Clause 35 of the Bill seeks to insert a new section 92BA in the Income-tax Act relating to meaning of specified
domestic transaction.

The proposed new section 92BA provides for meaning of “specified domestic transaction” with reference to
which the income is computed under section 92 having regard to arm’s length price.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 36 of the Bill seeks to amend section 92C of the Income-tax Act relating to computation of arm’s length
price.

The existing provisions of sub-section (2) of the aforesaid section 92C provide that where more than one price
is determined by the most appropriate method, then, the arm’s length price shall be taken to be arithmetical mean
of such price. Further, the second proviso to the said sub-section provides that if the variation between the arm’s
length price as determined and price at which the international transaction has actually been undertaken does
not exceed such percentage as may be notified by the Central Government in this behalf, the price at which the
international transaction has actually been undertaken shall be deemed to be the arm’s length price.

The provisions contained in the first proviso to sub-section (2) of section 92C, as it stood before its
amendment by the Finance (No. 2) Act, 2009 provides that where more than one price is determined by the most
appropriate method, the arm’s length price shall be taken to be the arithmetical mean of such prices, or, at the
option of the assessee, a price which may vary from the arithmetical mean by an amount not exceeding five per
cent. of such arithmetical mean.

The existing provisions of second proviso to sub-section (2) of the aforesaid section 92C provides that the
variation between the arm’s length price so determined and price at which the international transaction has
actually been undertaken does not exceed such percentage of latter as may be notified by the Central Government
in the Official Gazette in this behalf, the price at which the international transaction has actually been undertaken
shall be deemed to be the arm’s length price.

It is proposed to amend the aforesaid second proviso so as to confer power upon the Central Government to
notify the limit of percentage as not exceeding three per cent. of the latter in case of the variation between the
arm’s length price so determined and price at which the international transaction has actually been undertaken.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

It is further proposed to insert an Explanation after the second proviso to sub-section (2) of the aforesaid
section so as to clarify that the provisions of the second proviso shall also be applicable to any assessment or
reassessment proceedings for computation of arm’s length price, if pending as on the 1st day of October, 2009
before an Assessing Officer.

This amendment will take effect retrospectively from 1st October, 2009.
It is also proposed to insert new sub-section (2A) to the aforesaid section so as to provide that where the first

proviso to sub-section (2) as it stood before its amendment by the Finance (No. 2) Act, 2009, is applicable in
respect of an international transaction for an assessment year and the variation between the arithmetical mean
referred to in said proviso and the price at which such transaction has actually been undertaken exceeds five per
cent. of the arithmetical mean, then, the assessee shall not be entitled to exercise the option as referred to in the
said proviso.

These amendments will take effect retrospectively from 1st April, 2002 and will, accordingly, apply in relation
to the assessment year 2002-2003 and subsequent assessment years.

It is also proposed to insert new sub-section (2B) to the aforesaid section so as to provide that nothing
contained in sub-section (2A) shall empower the Assessing Officer either to assess or reassess under section 147 or
pass an order enhancing the assessment or reducing a refund already made or otherwise increasing the liability
of the assessee under section 154 for any assessment year the proceedings of which have been completed before
the 1st day of October, 2009.

This amendment will take effect from 1st July, 2012.
Clause 37 of the Bill seeks to amend Chapter X of the Income-tax Act relating to special provisions relating

avoidance of tax.
The existing provisions of the aforesaid Chapter X makes special provisions relating to avoidance of tax.

Sections 92C, 92D and 92E under the aforesaid Chapter provide for meaning of international transaction,
maintenance and keeping of information and document by persons entering into an international transaction
and report from an accountant to be furnished by person entering into international transaction.

It is proposed to amend the aforesaid sections to substitute the words “international transaction or specified
domestic transaction”, for the words “international transaction” wherever they occur so as to extend the
provisions of the aforesaid sections to the specified domestic transaction.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

Clause 38 of the Bill seeks to amend section 92CA of the Income-tax Act relating to reference to Transfer
Pricing Officer.

The existing provisions of the aforesaid section 92CA provide  for reference to Transfer Pricing Officer for
computation of arm’s length price in relation to an international transaction.

It is proposed to amend sub-sections (1), (2) and (3) of the aforesaid section to substitute the expression
“international transaction or specified domestic transaction” in place of “international transaction” so as to
include in the aforesaid section the specified domestic transaction for the purposes of computation of arm’s
length price.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

It is further proposed to insert a new sub-section (2B) in the aforesaid section so as to provide that where in
respect of an international transaction, the assessee has not furnished the report under section 92E and such
transaction comes to the notice of the Transfer Pricing Officer in the course of proceeding before him, then he
shall be empowered to take into account such transaction as if it is an international transaction referred to him by
the Assessing Officer under sub-section (1) and all the provisions of 

Chapter X of the Income-tax Act  shall apply accordingly.
This amendment will take effect retrospectively from 1st June, 2002.
It is also proposed to insert a new sub-section (2C) so as to provide that nothing contained in this sub-section

shall empower the Assessing Officer either to reassess under section 147 or pass an order enhancing the
assessment or reducing a refund already made or otherwise increasing the liability of the assessee under section
154, for any assessment year commencing on or before 1st April, 2012.

This amendment will take effect from 1st July, 2012.
Clause 39 of the Bill seeks to insert new sections 92CC and 92CD in the Income-tax Act relating to advance

pricing agreement and effect to advance pricing agreement.
The aforesaid new section 92CC is proposed to provide that the Board, with the approval of the Central

Government, may enter into an advance pricing agreement with any person, determining the arm’s length price,
specifying the manner in which arm’s length price is to be determined, in relation to an international transaction,
to be entered into by that person.

It is further proposed to provide that the manner of determination of arm’s length price referred to in sub-
section (1) may include the methods, as referred to in sub-section (1) of section 92C or any other method, with such
adjustments or variations, as may be necessary or expedient so to do.

It is also proposed to provide that the arm’s length price of any international transaction, in respect of which
the advance pricing agreement has been entered into, notwithstanding anything contained in section 92C or
section 92CA, shall be determined in accordance with the advance pricing agreement so entered.

It is also proposed to provide that the agreement referred to in sub-section (1) shall be valid for such period as
specified in the agreement which in no case shall exceed five consecutive previous years.

It is also proposed to provide that the advance pricing agreement entered into shall be binding on the person
in whose case, and in respect of the transaction in relation to which, the agreement has been entered into and on
the Commissioner, and the income-tax authorities subordinate to him, in respect of the said person and the said
transaction.  However, the agreement shall not be binding if there is a change in law or facts having bearing on the
agreement so entered.

It is also proposed to provide that the Board may with the approval of the Central Government, by an order,
declare an agreement to be void ab initio, if it finds that the agreement has been obtained by the person by fraud
or misrepresentation of facts.

It is also proposed to provide that upon declaring the agreement void ab initio all the provisions of the Act
shall apply to the person as if such agreement had never been entered into and notwithstanding anything
contained in the Act, for the purpose of computing any period of limitation under this Act, the period beginning
with the date of such agreement and ending on the date of the order under sub-section (7) shall be excluded.
However, where immediately after the exclusion of the aforesaid period, the period of limitation, referred to in
any provision of this Act, is less than sixty days, such remaining period shall be extended to sixty days and the
aforesaid period of limitation shall be deemed to be extended accordingly.

It is also proposed to provide that the Board may, for the purposes of this section, prescribe a Scheme
specifying therein the manner, form, procedure and any other matter generally in respect of the advance pricing
agreement.

It is also proposed to provide that where an application is made by a person for entering into an agreement
referred to in 

sub-section (1), proceedings shall be deemed to be pending in the case of the person for purposes of the Act.
The aforesaid new section 92CD is proposed to provide that notwithstanding anything to the contrary

contained in section 139, where any person  has entered into an agreement and prior to the date of entering into
the agreement any return of income has been furnished under the provisions of section 139 for any assessment
year relevant to a previous year to which such agreement applies, such person shall furnish, within a period of
three months from the end of the month in which the said agreement was entered into, a modified return in
accordance with and limited to the agreement. 

It is further proposed to provide that save as otherwise provided in this section, all the other provisions of this
Act shall apply accordingly as if the modified return is a return furnished under section 139.

It is also proposed to provide that if the assessment or reassessment proceedings for an assessment year
relevant to a previous year to which the agreement applies have been completed before the expiry of period
allowed for furnishing of modified return under sub-section (1) and the Assessing Officer shall, in a case where
modified return is filed in accordance with the provisions of sub-section (1), proceed to assess or reassess or re-
compute the total income of the relevant assessment year having regard to and in accordance with the agreement. 

It is also proposed to provide that the where the assessment or reassessment proceedings for an assessment
year relevant to the previous year to which the agreement applies are pending on the date of filing of modified
return in accordance with the provision of sub-section (1), the Assessing Officer shall proceed to complete the
assessment or reassessment proceedings in accordance with the agreement taking into consideration the
modified return so furnished.

It is also proposed to provide that notwithstanding anything contained in section 153 or section 153B or
section 144C the order of assessment, reassessment or re-computation of total income under sub-section (2) shall
be passed within a period of one year from the end of the financial year in which the modified return under sub-
section (1) is furnished and the period of limitation as provided in section 153 or section 153B or section 144C, for
completion of pending assessment or reassessment proceedings referred to in sub-section (3) shall be extended
by a period of twelve months.

It is also proposed to define the expressions “agreement” and the deemed provision relating to completion of
assessment or reassessment proceedings for an assessment year.

These amendments will take effect from 1st July, 2012.
Clause 40 of the Bill seeks to insert a new Chapter X-A consisting of new sections 95, 96, 97, 98, 99, 100, 101 and

102 in the 
Income-tax Act relating to general anti-avoidance rule.
The provisions of the proposed new section 95 provide that an arrangement entered into by an assessee may

be declared to be an impermissible avoidance arrangement and consequences in relation to tax of such a
declaration can be determined.

The proposed section 96 provides the definition and conditions under which an arrangement can be declared
to be an impermissible avoidance arrangement.  The section also provides for circumstances under which an
arrangement shall be presumed to be entered into or carried out for main purpose of obtaining tax benefit.

The proposed section 97 provides for circumstances under which an arrangement shall be deemed to lack
commercial substance.

The proposed section 98 provides for method of determination of consequences in relation to tax of an
arrangement after it is declared to be an impermissible avoidance arrangement.  It provides for certain illustrative
but not exhaustive methods for determination of tax consequences.

The proposed section 99 provides that for determining tax benefits for the purposes of the newly inserted
Chapter X-A parties who are connected may be treated as one and same person, accommodating party may be
disregarded; any accommodating or other party to an arrangement may be treated as one and the same person;
and an arrangement may be looked through.

The proposed section 100 provides that provisions of newly inserted Chapter X-A can be applied in
alternative to or in addition to any other basis of determination of tax liability.

The proposed section 101 provides for power to prescribe guidelines for application of provisions of newly
inserted Chapter X-A.

The proposed section 102 provides definition of certain terms relevant for newly inserted Chapter X-A.
These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment

year 2013-2014 and subsequent assessment years.
Clause 41 of the Bill seeks to amend section 111A of the Income-tax Act relating to tax on short-term capital

gains in certain cases.
Under the existing provisions contained in sub-section (1) of the aforesaid section 111A, a special rate of tax of

fifteen per cent. is provided on short-term capital gain arising from the transfer of a certain capital asset, being an
equity share in a company or a unit of an equity oriented fund, where such transaction is chargeable to securities
transaction tax.

The proviso to the aforesaid sub-section provides that in the case of an individual or a Hindu undivided
family, being a resident, where the total income as reduced by such short-term capital gains is below the
maximum amount which is not chargeable to 

income-tax, then, such short-term capital gains shall be reduced by the amount by which the total income as
so reduced falls short of the maximum amount which is not chargeable to income-tax and the tax on the balance
of such short-term capital gains shall be computed at the rate of ten per cent. It is proposed to amend the aforesaid
proviso of the said sub-section so as to increase the tax on the balance of such short-term capital gains to fifteen
per cent. instead of ten per cent. 

This amendment will take effect retrospectively from 1st April, 2009 and will, accordingly, apply in relation to
the assessment year 2009-2010 and subsequent assessment years.

Clause 42 of the Bill seeks to amend section 115A of the Income-tax Act, relating to tax on dividends, royalty
and technical service fees in the case of foreign companies.

The existing provisions of sub-section (1) of the aforesaid section  115A provides the rates at which income-tax
shall be payable, where a total income of non-resident (not being a company) or a foreign company, includes any
income by way of dividends (other than dividends referred to in section 115-O); or interest received from
Government or an Indian concern on monies borrowed or debt incurred by the Government or the Indian
concern in foreign currency; or interest received from an infrastructure debt fund referred to in clause (47) of
section 10; or income received in respect of units, purchased in foreign currency, of a Mutual Fund specified
under clause (23D) of section 10 of the Unit Trust of India.

It is proposed to amend clause (a) of the aforesaid sub-section to insert a new sub-clause (iiaa) so as to provide
the rates atwhich income-tax shall be payable, where the total income of a non-resident (not being a company) or
a foreign company includes income received from the interest of the nature and extent referred to in section
194LC. Such income from interest shall be taxable at the rate of five per cent.  It is further proposed to make
consequential amendments in aforesaid clause to make reference of the said 

sub-clause (iiaa).
This amendment will take effect from 1st July, 2012.
Clause 43 of the Bill seeks to amend section 115BBA of the Income-tax Act relating to tax on non-resident

sportsmen or sports associations.
The existing provisions of section 115BBA provides for imposition of ten per cent. tax where the total income

of an assessee being a sportsman (including an athlete) who is not citizen of India and is a non-resident, includes
any income received or receivable by way of participation in India in any game (other than a game the winnings
wherefrom are taxable under section 115BB) or sport or advertisement or contribution of articles relating to any
game or sport in India in newspapers, magazines or journals or being a non-resident sports association or
institution includes any amount guaranteed to be paid or payable to such associations or institutions in relation
to any games (other than a game the winnings wherefrom are taxable under section 115BB) or sport played in
India, the income-tax payable by the assessee on such income shall be the aggregate of the amount of income tax
calculated  on income at the rate of ten per cent.  

It is proposed to insert a new clause (c) in sub-section (1) of the aforesaid section so as to include any income
received or receivable by an entertainer, who is not a citizen of India and is a non-resident, from his performance
in India and also to increase the tax on income referred to in this section from ten per cent. to twenty per cent.  

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 44 of the Bill seeks to amend section 115BBD of the Income-tax Act relating to tax on certain dividends
received from foreign companies.

The existing provisions of aforesaid section 115BBD provide that where the total income of an assessee, being
an Indian company, for the previous year relevant to the assessment year beginning on the 1st day of April, 2012,
includes any income by way of dividends declared, distributed or paid by a subsidiary foreign company, the
income-tax payable shall be the aggregate of the amount of income-tax calculated on the income by way of such
dividends at the rate of fifteen per cent. and the amount of 

income-tax with which the assessee would have been chargeable had its total income been reduced by the
amount of aforesaid income by way of dividends. It is further provided that no deductions in respect of any
expenditure or allowance shall be allowed for computing its income by way of dividend.

It is proposed to extend the applicability of taxation provisions in respect of foreign dividends to the income
by way of dividends received during the financial year 2012-2013 also.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014.

Clause 45 of the Bill seeks to insert a new section 115BBE in the Income-tax Act relating to tax on income
referred to in section 68 or section 69 or section 69A or section 69B or section 69C or section 69D.

Sub-section (1) of the proposed new section 115BBE provides that where the total income of an assessee
includes any income referred to in section 68, section 69, section 69A, section 69B, section 69C or section 69D, the
income-tax payable shall be the aggregate of- (a) the amount of income-tax calculated on income referred to in
section 68, section 69, section 69A, section 69B, section 69C or section 69D, at the rate of thirty per cent.; and  (b)
the amount of income-tax with which the assesse would have been chargeable had his total income being reduced
by the amount of income referred to in clause (a) of the said sub-section.

Sub-section (2) of the aforesaid new section provides that notwithstanding anything contained in the Act, no
deduction in respect of any expenditure or allowance shall be allowed to the assessee under any provisions of this
Act in computing his income referred to in clause (a) of sub-section (1).

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.  

Clause 46 of the Bill seeks to amend section 115JB of the Income-tax Act relating to special provision for
payment of tax by certain companies.

The existing provisions of sub-section (2) of aforesaid section 115JB provide that every assessee being a
company shall prepare its profit and loss account in accordance with the provisions of Part-II and Part-III of
Schedule VI to the Companies Act. 

It is proposed to amend the  aforesaid  sub-section  so as to provide that every assessee, (a) being a company,
other than a company to which the proviso to sub-section (2) of section 211 of the Companies Act, 1956 is
applicable, shall, for the purposes of the aforesaid section, prepare its profits and loss account for the relevant
previous year in accordance with the provisions of Part II of Schedule VI to the Companies Act, 1956; or (b) being
a company, to which the proviso to sub-section (2) of section 211 of the Companies Act, 1956 is applicable, shall, for
the purposes of this section, prepare its profit and loss account for the relevant previous year in accordance with
the provisions of the Act governing such company.

Explanation 1 to the aforesaid section provides “book profit” means the net profit as shown in the profit and
loss account for the relevant previous year under sub-section (2) of the aforesaid section as increased by the
amount specified in clause (a) to clause (i).  

It is proposed to amend the aforesaid Explanation to insert a new clause after clause (i) so as to provide that
the book profit shall be increased by the amount standing in revaluation reserve relating to revalued asset on the
retirement or disposal of such asset, if not credited to the profit and loss account.  

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

Clause 47 of the Bill seeks to amend the heading of Chapter XII-BA of the Income-tax Act relating to special
provisions relating to certain limited liability partnerships.

The existing heading of the aforesaid Chapter XII-BA provides for special provisions relating to certain
limited liability partnerships. It is proposed to substitute the words “PERSONS OTHER THAN A COMPANY” in
place of the words “LIMITED LIABILITY PARTNERSHIPS” so as to make the special provisions under the said
Chapter relating to certain persons other than a company.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 48 of the Bill seeks to substitute section 115JC of the Income-tax Act relating to special provisions for
payment of tax by certain limited liability partnerships.  

The existing provisions of the aforesaid section 115JC provide that where the regular income-tax payable for a
previous year by any limited liability partnership is less than the alternate minimum tax payable for such previous
year, the adjusted total income shall be deemed to be the total income of such limited liability partnership and it
shall be liable to pay income-tax on such total income at the rate of eighteen and one-half per cent.  It further
provides that the adjusted total income shall be the total income before giving effect to the Chapter XII-BA as
increased by deductions claimed under any section included in Chapter VI-A under the heading 

“C.––Deductions in respect of certain incomes” and deduction claimed under section 10AA.
It is proposed to substitute the aforesaid section so as to provide that where the regular income-tax payable

for a previous year by any person, other than a company, is less than the alternate minimum tax payable for such
previous year, the adjusted total income shall be deemed to be the total income of such person and he shall be
liable to pay income-tax on such total income at the rate of eighteen and one-half per cent.  

For the purpose of the aforesaid provision, the adjusted total income shall be the total income before giving
effect to the Chapter XII-BA as increased by deductions claimed under any section (other than section 80P)
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included in Chapter VI-A under the heading 
“C.––Deductions in respect of certain incomes” and deduction claimed under section 10AA.
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment

year 2013-2014 and subsequent assessment years.
Clause 49 of the Bill seeks to amend section 115JD of the Income-tax Act relating to tax credit for alternate

minimum tax. 
The existing provisions of sub-section (1) of the aforesaid section 115JD provide that the credit for tax paid by

limited liability partnership under section 115JC shall be the excess of the alternate minimum tax paid over the
regular income-tax payable.

It is proposed to substitute “a person under section 115JC shall be allowed to him” in place of “a limited
liability partnership under section 115JC shall be allowed to it” used in the aforesaid section so as to provide that
the credit for tax paid by a person under section 115JC shall be allowed to him in accordance with the provision of
said section.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 50 of the Bill seeks to amend section 115JE of the Income-tax Act relating to application of other
provisions of this Act.

The existing provisions of the aforesaid section 115JE provide that save as provided in Chapter XII-BA, all
other provisions of the Income-tax Act shall apply to a limited liability partnership.

It is proposed to substitute “a person” in place of “a limited liability partnership” used in the aforesaid section
so as to provide that save as provided in Chapter XII-BA, all other provisions of the Income-tax Act shall apply to
a person referred to in the said Chapter.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 51 of the Bill seeks to insert a new section 115JEE relating to application of Chapter XII-BA to certain
persons.

Sub-section (1) of the proposed new section 115JEE provides that the provisions of Chapter XII-BA shall apply
to a person who has claimed any deduction under any section (other than section 80P) included in Chapter VI-A
under the heading 

“C.–– Deductions in respect of certain incomes”; or section 10AA.
Sub-section (2) of the aforesaid new section provides that the provisions of Chapter XII-BA shall not apply to

an individual or a Hindu undivided family or an association of persons or a body of individuals, whether
incorporated or not, or an artificial juridical person referred to in sub-clause (vii) of clause (31) of section 2, if the
adjusted total income of such person does not exceed twenty lakh rupees.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.  

Clause 52 of the Bill seeks to amend section 115JF of the Income-tax Act relating to interpretation in Chapter
XII-BA.

The existing provisions of the aforesaid section 115JF define the expressions “accountant”, “alternate
minimum tax”, “limited liability partnership” and “regular income-tax” for the purposes of Chapter XII-BA.

It is proposed to omit clause (c) relating to the definition of “limited liability partnership”.  
It is further proposed to substitute “a person on his total income” in place of “a limited liability partnership on

its total income” used in clause (d) thereof.
These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment

year 2013-2014 and subsequent assessment years.  
Clause 53 of the Bill seeks to amend section 115-O of the Income-tax Act relating to tax on distributed profits

of domestic companies.
The existing provisions in sub-section (1A) of the aforesaid section 115-O provide that the amount of

dividends referred to in sub-section (1) shall be reduced by the amount of dividend, if any, received by the
domestic company during the financial year, if 

(a) such amount of dividend is received from its subsidiary; (b) the subsidiary has paid tax under this section
on such dividend; and (c) the domestic company is not a subsidiary of any other company.  The said sub-section
also provides that the same amount of dividend shall not be reduced more than once.

It is proposed to amend clause (i) of aforesaid sub-section (1A) so as to provide that in case domestic company
receives during the year any dividend from any of its subsidiary and the subsidiary has paid dividend distribution
tax, which is payable, on such dividend, then the said amount, if it is distributed as dividend by the domestic
company being the holding company in the same year, shall not be subject to dividend distribution tax under the
aforesaid section. It is also proposed to omit sub-clause (c), so as to remove the condition that such domestic
company is not a subsidiary of any other company.

This amendment will take with effect from 1st July, 2012.  
Clause 54 of the Bill seeks to amend section 115U of the Income-tax Act relating to tax on income in certain

cases.
The existing provisions of sub-section (1) of the aforesaid section 115U provide that any income received by a

person out of investments made in a venture capital company or venture capital fund shall be chargeable to
income-tax in the same manner as if it were the income received by such person had he made investments
directly in the venture capital undertaking.

It is proposed to amend the aforesaid sub-section (1) to substitute the words “income received” with the words
“income accruing or arising to or received” so as to provide that any income accruing or arising to or received by
a person out of investment made in a venture capital company or a venture capital fund shall be taxed as if it were
income accrued, arisen to or received by such person from investment directly in the venture capital undertaking.

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

It is proposed to amend the aforesaid sub-section (2) so as to provide that the person responsible for crediting
or making payment of the income on behalf of a venture capital company or venture capital fund and the venture
capital company or venture capital fund shall furnish a statement in the prescribed form, giving details of the
nature of the income paid or credited during the period, to the person who is liable to tax in respect of such
income and to the prescribed income-tax authority.

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

It is proposed to amend the aforesaid sub-section (3) so as to provide that the income paid or credited by the
venture capital company and the venture capital fund shall be deemed to be of the same nature and in the same
proportion in the hands of the person referred to in sub-section (1) as it had been received by, or had accrued or
arisen to, the venture capital company or the venture capital fund, as the case may be, during the previous year.

The existing provisions of sub-section (4) of the aforesaid section provide that the provisions of Chapter XII-
D or Chapter XII-E or Chapter XVII-B shall not apply to the income paid by a venture capital company or venture
capital fund under the Chapter “Special Provisions Relating to Tax on Income Received from venture capital
companies and venture capital funds”.

It is proposed to substitute the aforesaid sub-section so as provide that the income accruing or arising to or
received by the venture capital company or venture capital fund, during a previous year, from investments made
in venture capital undertaking if not paid or credited to the person referred to in sub-section (1) shall be deemed
to have been credited to the account of the said person on the last day of the previous year in the same proportion
in which such person would have been entitled to receive the income had it been paid in the previous year.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

It is also proposed to insert a new Explanation so as to clarify that any income which has been included in
total income of the person referred to in sub-section (1) in a previous year, on account of it having accrued or
arisen in the said previous year, shall not be included in the total income of such person in the previous year in
which such income is actually paid to him by the venture capital fund or venture capital company.

This amendment will take effect from 1st July, 2012.
Clause 55 of the Bill seeks to amend section 115VG of the Income-tax Act relating to computation of tonnage

income.
The existing Table in sub-section (3) of the aforesaid section provides for the amount of daily tonnage income

of a qualifying ship.
It is proposed to substitute the aforesaid Table so as to increase the amount of daily tonnage income of a

qualifying ship.
This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment

year 2013-2014 and subsequent assessment years.
Clause 56 of the Bill seeks to amend section 139 of the Income-tax Act relating to return of income.
The existing provisions of sub-section (1) of the aforesaid section 139 provide that every person, if his total

income or the total income of any other person in respect of which he is assessable under the Income-tax Act
during the previous year exceeded the maximum amount which is not chargeable to income-tax, shall, on or
before the due date, furnish a return of his income or the income of such other person during the previous year in
the prescribed form and verified in the prescribed manner and setting forth such other particulars as may be
prescribed.

It is proposed to amend the aforesaid sub-section by inserting a proviso after the third proviso so as to provide
that a person, being a resident, who is not required to furnish a return under this sub-section and who during the
previous year has any asset (including any financial interest in any entity) located outside India or signing
authority in any account located outside India, shall furnish, on or before the due date, a return in respect of his
income or loss for the previous year in such form and verified in such manner and setting forth such other
particulars as may be prescribed.

The existing provisions of clause (a) of Explanation 2 to sub-section (1) of the aforesaid section 139 provides
the due date for filing return of income, in the case of company other than a company referred to in clause (aa); or
a person “other than a company” whose accounts are required to be audited under the Income-tax Act or under
any other law for the time being in force; or a working partner of a firm whose accounts are required to be audited
under the Income-tax Act or under any other law for time being in force shall be the 30th day of September of the
assessment year.  

Clause (aa) of the aforesaid Explanation provides that in the case of assessee which is a company, which is
required to furnish a report from an accountant by persons entering into international transaction under section
92E, the due date for filing return of income shall be the 30th day of November of the assessment year.

It is proposed to amend the aforesaid clauses (a) and (aa) so as to extend the due date for filing return of
income in case of all the persons who are required to furnish a report referred to section 92E.

These amendments will take effect retrospectively from 1st April, 2012 and will, accordingly, apply in relation
to the assessment year 2012-2013 and subsequent assessment years.

Clause 57 of the Bill seeks to amend section 140A of the Income-tax Act relating to self-assessment.
The existing provisions of sub-section (1) of the aforesaid section 140A provide that the assessee is liable to

pay tax after taking into account the amount specified in clause (i) to clause (v) together with the interest payable
under any provision of the Act before furnishing the return of income.

It is proposed to insert “or section 115JD” after “section115JAA” in clause (v) of sub-section (1); sub-clause (e)
of clause (i) of 

sub-section (1A) and clause (iv) of the Explanation to sub-section (1B) of the aforesaid section so as to provide
that credit available to be set off in accordance with the provisions of section 115JD will also be taken into account
under section 140A for the purposes of computing tax payable, and interest chargeable under sections 234A and
234B, before furnishing the return of income.

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

Clause 58 of the Bill seeks to amend section 143 of the Income-tax Act relating to assessment.
The existing provision of aforesaid section 143, inter alia, provides that where a return has been made in

section 139 or in response to a notice under sub-section (1) of section 142, such return shall be processed in the
manner provided therein. 

It is proposed to insert a new sub-section (1D) in the aforesaid section so as to provide that notwithstanding
anything contained in sub-section (1), processing of a return shall not be necessary, where a notice has been
issued to the assessee under sub-section (2).

This amendment will take effect from 1st July, 2012.
It is further proposed to insert a new proviso to sub-section (3) of the aforesaid section so as to provide that

notwithstanding anything contained in the first and the second proviso, no effect shall be given by the Assessing
Officer to the provisions of clause (23C) of section 10 in case of a trust or institution for a previous year, if the
provisions of first proviso to clause (15) of section 2 become applicable in the case of such person in such previous
year whether or not the approval granted to such trust or institution or notification issued in respect of such trust
or institution has been withdrawn or rescinded.

This amendment will take effect retrospectively from 1st April, 2009 and will, accordingly, apply in relation to
the assessment year 2009-2010 and subsequent assessment years.

Clause 59 of the Bill seeks to insert a new section 144BA in the Income-tax Act relating to reference to
Commissioner in certain cases.

The proposed sub-section (1) of the aforesaid new section 144BA provides that the Assessing Officer, if at any
stage of assessment or reassessment proceedings considers it necessary to invoke provisions of the newly inserted
Chapter X-A, shall refer the matter to the Commissioner.

The proposed sub-section (2) of the aforesaid new section provides that on receipt of reference from
Assessing Officer if Commissioner is of the opinion that the provisions of newly inserted Chapter X-A are required
to be invoked, he shall issue notice to the assessee seeking objections within the time specified in notice.  It is
provided that the time given in notice shall not exceed sixty days and notice shall disclose reasons and basis of
proposed action.

The proposed sub-section (3) of the aforesaid new section provides that if the assessee does not object or
respond to the notice the Commissioner may issue such directions as he deems fit regarding declaration of an
arrangement as an impermissible avoidance arrangement.

The proposed sub-section (4) of the aforesaid new section provides that if the assessee object to invocation of
provisions of Chapter X-A and Commissioner is not satisfied with reply of assessee and having heard the assessee,
refer the matter to an Approving Panel.

The proposed sub-section (5) of the aforesaid new section provides that if, after hearing the assessee, the
Commissioner is satisfied that it is not a fit case for invoking provisions of Chapter X-A, he may pass an order in
writing with copy to the Assessing Officer and the assessee.

The proposed sub-section (6) of the aforesaid new section provides that Approving Panel on receipt of
reference from Commissioner shall issue such directions as it deems fit in respect of declaration of an
arrangement as an impermissible avoidance arrangement.  It may also provide in direction the previous year or
years to which such direction shall apply.

The proposed sub-section (7) of the aforesaid new section provides that a direction prejudicial either to
assessee or revenue shall not be issued unless opportunity of being heard has been granted to assessee or the
Assessing Officer, as the case may be.

The proposed sub-section (8) of the aforesaid new section provides that Approving Panel may before issuing
directions can call for records or evidences and direct Commissioner to carry out further inquiry and submit
report.

The proposed sub-section (9) of the aforesaid new section provides that in case of difference in opinion on an
issue the direction shall be issued according to majority opinion.

The proposed sub-section (10) of the aforesaid new section provides that every direction issued by Approving
Panel or Commissioner shall be binding on Assessing Officer and Assessing Officer shall complete the proceeding
in accordance with such directions and provisions of newly inserted Chapter X-A.

The proposed sub-section (11) of the aforesaid new section provides that if direction is applicable to any other
previous year other than in respect of which reference was made, then, while completing assessment or
reassessment proceedings for such other previous years, Assessing Officer shall be bound by directions and
provisions of Chapter X-A and fresh reference on the issue would not be required.

The proposed sub-section (12) of the aforesaid new section provides that assessment or reassessment order
where provisions of Chapter X-A are invoked shall be passed by the Assessing Officer only with prior approval of
the Commissioner.

The proposed sub-section (13) of the aforesaid new section provides the limitation of six months from end of
month of receipt of reference, by approving panel for issue of directions.

The proposed sub-section (14) of the aforesaid new section provides for constitution of Approving Panel by
the Board consisting of income-tax authorities of rank of Commissioner or above and consisting of not less than
three members.

The proposed sub-section (15) of the aforesaid new section provides the power to Board to frame rules for
purpose of efficient functioning of the Approving Panel.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 60 of the Bill seeks to amend section 144C of the Income-tax Act relating to reference to dispute
resolution panel.

The existing provisions contained in sub-section (4) of the aforesaid section 144C provide that the Assessing
Officer shall, notwithstanding anything contained in section 153 of the Income-tax Act, pass the assessment order
under sub-section (3) within one month from the end of the month in which the acceptance is received or the
period of filing of objections under sub-section (2) expires.

It is proposed to amend the aforesaid sub-section so as to give the reference of section 153B also in the said
sub-section.

This amendment will take effect retrospectively from 1st October, 2009.
The existing provisions of sub-section (8) of the aforesaid section 144C provide that the Dispute Resolution

Panel may confirm, reduce or enhance the variations proposed in the draft order so, however, that it shall not set
aside any proposed variation or issue any direction under sub-section (5) for further enquiry and passing of the
assessment order.

It is proposed to insert an Explanation in the aforesaid sub-section so as to clarify that the power of the
Dispute Resolution Panel to enhance the variation shall include and shall be deemed always to have included the
power to consider any matter arising out of the assessment proceedings relating to the draft order,
notwithstanding that such matter was raised or not by the eligible assessee.

This amendment will take effect retrospectively from 1st April, 2009.
The existing provisions of sub-section (13) of the aforesaid section 144C provide that upon receipt of the

directions issued under sub-section (5), the Assessing Officer shall, in conformity with the directions, complete,
notwithstanding anything to the contrary contained in aforesaid section 153, the assessment without providing
any further opportunity of being heard to the assessee, within one month from the end of the month in which
such direction is received.

It is proposed to amend the aforesaid sub-section so as to give the reference of section 153B also in the said
sub-section.

This amendment will take effect retrospectively from 1st October, 2009.
It is proposed to insert a new sub-section (14A) in the aforesaid section 144C so as to provide that provisions

of section144C shall not apply to an assessment or reassessment order passed by the Assessing Officer with the
approval of the Commissioner in accordance with sub-section (12) of newly inserted section 144BA.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 61 of the Bill seeks to amend section 147 of the Income-tax Act relating to income escaping assessment.
The existing provisions of the aforesaid section 147 enable the Assessing Officer to assess or re-assess income

which has escaped assessment for any assessment year, after recording reasons for doing so.  It is further provided
that once an assessment is reopened, any other income which has escaped assessment and which comes to the
notice of the Assessing Officer subsequently in the course of the proceeding under this section, can also be
included in the assessment.

The first proviso to the aforesaid section provides that if an assessment has been made for the relevant
assessment year under sub-section (3) of section 143 or this section, no action shall be taken under this section
after the expiry of four years from the end of the relevant assessment year, unless the income has escaped
assessment due to the failure on the part of the assessee to file a return under section 139 or 142(1) or 148 or to
disclose fully and truly all material facts necessary for his assessment.

Explanation 2 to the aforesaid section clarifies the cases which shall also be deemed to be the cases where
income chargeable to tax has escaped assessment.

It is proposed to insert a proviso to the aforesaid section so as to provide that nothing contained in the first
proviso shall apply in a case where any income in relation to any asset (including financial interest in any entity)
located outside India, chargeable to tax, has escaped assessment for any assessment year.

It is further proposed to insert a new sub-clause (ba) to the aforesaid Explanation, so as to include therein the
case where the assessee has failed to furnish a report in respect of any international transaction which he was
required under section 92E for the purposes of deemed cases where income chargeable to tax has escaped
assessment under the aforesaid section.

It is also proposed to insert a new clause (d) to Explanation 2 so as to provide that income shall be deemed to
have escaped assessment where a person is found to have any asset (including financial interest in any entity)
located outside India.

The provisions of section 147 are procedural in nature. However, it is clarified by inserting a new Explanation
4 to the aforesaid section that the above amendments shall also be applicable to the proceedings initiated under
this section for any assessment year beginning on or before 1st April, 2012.

These amendments will take effect from 1st July, 2012.
Clause 62 of the Bill seeks to amend section 149 of the Income-tax Act relating to time-limit for notice.
The existing provisions of sub-section (1) of the aforesaid section 149 provide that the time limit for reopening

an assessment on account of income escaping assessment is six years where the income chargeable to tax which
has escaped assessment amounts to or is likely to amount to one lakh rupees or more for that year.

It is proposed to insert a new clause (c) to the aforesaid sub-section so as to provide that if four years, but not
more than sixteen years, have elapsed from the end of the relevant assessment year unless the income in relation
to any asset (including financial interest in any entity) located outside India, chargeable to tax, has escaped
assessment.

The existing provisions of sub-section (3) of the aforesaid section 149 provide that if the person on whom a
notice under section 148 is to be served is a person treated as the agent of a non-resident under section 163 and the
assessment, reassessment or 

re-computation to be made in pursuance of the notice is to be made by him as the agent of such non-resident,
the notice shall not be issued after the expiry of a period of two years from the end of the relevant assessment year.

It is proposed to amend the aforesaid sub-section to substitute the words “two years” with the words “six
years” so as to provide that the notice shall not be issued after the expiry of a period of six years from the end of
the relevant assessment year.

The provisions of section 149 are procedural in nature. However, it is clarified by inserting a new Explanation
to the aforesaid section that the provisions of sub-sections (1) and (3) of this section as amended by the Finance
Act 2012, shall also be applicable to the proceedings initiated under this section for any assessment year
beginning on or before 1st April, 2012.

These amendments will take effect from 1st day of July, 2012.
Clause 63 of the Bill seeks to amend section 153 of the Income-tax Act relating to time limit for completion of

assessments and reassessments.
The existing provisions of the aforesaid section 153, inter alia, provide for time limit for completion of

assessments and reassessments of total income by the Assessing Officer.
It is proposed to amend the aforesaid section so as to revise the time limits wherever specified for completion

of assessments and reassessments. The revised time limits shall be the time limits specified under the aforesaid
section, as respectively increased by three months.

The existing provisions contained in Explanation 1 to the aforesaid section 153 provide that certain periods
specified therein are to be excluded while computing the period of limitation laid down in the said section for
completion of assessments and reassessments.

It is proposed to amend clause (viii) of the aforesaid Explanation so as to extend the period specified therein
from six months to one year.

These amendments will take effect from 1st July, 2012.
It is proposed to insert a new clause (ix) in Explanation 1 of the aforesaid section 153 so as to provide for

exclusion of time period starting from receipt of reference by the Commissioner under sub-section (1) of newly
inserted section 144BA and ending on date on which a direction under sub-section (3) or sub-section (6) or an
order under sub-section (5) of newly inserted section144BA is received by the Assessing Officer.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 64 of the Bill seeks to amend section 153A of the Income-tax Act relating to assessment in case of
search or requisition. 

It is proposed to insert a third proviso to the aforesaid sub-section so as to provide that the Central
Government may by rules made by it and published in the Official Gazette, (except in cases where any assessment
or reassessment has abated under the second proviso), specify the class or classes of cases in which the Assessing
Officer shall not be required to issue notice for assessing or reassessing the total income for six assessment years
immediately preceding the assessment year relevant to the previous year in which search is conducted or
requisition is made.

This amendment will take effect from 1st July, 2012.
Clause 65 of the Bill seeks to amend section 153B of the Income-tax Act relating to time limit for completion

of assessment under section 153A.
The existing provisions of sub-section (1) of section 153B provide for time limit for completion of assessment

and reassessment by the Assessing Officer.
It is proposed to amend the aforesaid sub-section so as to revise the time limits specified in the aforesaid

section for completion of assessments or reassessment in case of search or requisition.  The revised time limits
shall be the time limits wherever specified under the aforesaid section, as respectively increased by three months.

The existing provisions contained in the Explanation to the aforesaid section 153B provide that certain
periods specified therein are to be excluded while computing the period of limitation laid down in sub-section (1)
of the said section for completion of assessments under section 153A.

It is proposed to amend clause (viii) of the aforesaid Explanation so as to extend the period specified therein
from six months to one year.

These amendments will take effect from 1st July, 2012.
It is proposed to insert a new clause (ix) in the Explanation of the aforesaid section so as to provide for

exclusion of time period starting from receipt of reference by the Commissioner under sub-section (1) of newly
inserted section 144BA and ending on date on which a direction under sub-section (3) or sub-section (6) or an
order under sub-section (5) of newly inserted section 144BA is received by the Assessing Officer.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 66 of the Bill seeks to amend section 153C of the Income-tax Act relating to assessment of income of
any other person.  

It is proposed to insert a second proviso to the aforesaid section 153C so as to provide that the Central
Government may by rules made by it and published in the Official Gazette, specify the class or classes of cases in
respect of such other person, in which the Assessing Officer shall not be required to issue notice for assessing or
reassessing the total income for six assessment years immediately preceding the assessment year relevant to the
previous year in which search is conducted or requisition is made except in cases where any assessment or
reassessment has abated.

This amendment will take effect from 1st July, 2012.
Clause 67 of the Bill seeks to amend section 154 of the Income-tax Act relating to rectification of mistake.
It is proposed to insert a new clause (c) in sub-section (1) of the aforesaid section so as to provide that an

income-tax authority may amend any intimation issued under sub-section (1) of section 200A.
It is further proposed to amend sub-section (2) of the aforesaid section so as to substitute the words “by the

assessee” with the words “by the assessee or by the deductor”. 
It is also proposed to amend sub-section (3) of the aforesaid section so as to substitute the words “the

assessee”, wherever they occur, with the words “the assessee or the deductor”.
The existing provisions of sub-section (5) of the aforesaid section provide that subject to the provisions of

section 241, where any such amendment has the effect of reducing the assessment, the Assessing Officer shall
make any refund which may be due to such assessee.

It is proposed to substitute the aforesaid sub-section so as to provide that where any such amendment has the
effect of reducing the assessment or otherwise reducing the liability of the assessee or the deductor, the Assessing
Officer shall make any refund which may be due to such assessee or the deductor.

It is further proposed to amend sub-section (6) of the aforesaid section so as to provide that where any
amendment has the effect of enhancing the assessment or reducing a refund already made or otherwise
increasing the liability of the assessee or the deductor, the Assessing Officer shall serve on the assessee or the
deductor, as the case may be, a notice of demand in the prescribed form specifying the sum payable, and such
notice of demand shall be deemed to be issued under section 156 and the provisions of this Act shall apply
accordingly. 

It is also proposed to amend sub-section (8) of the aforesaid section so as to substitute the words “by the
assessee” with the words “by the assessee or the deductor.”.

These amendments will take effect from 1st July, 2012.
Clause 68 of the Bill seeks to amend section 156 of the Income-tax Act relating to notice of demand.
The existing provisions contained in the proviso to the aforesaid section provide that where any sum is

determined to be payable by the assessee under sub-section (1) of section 143, the intimation under that sub-
section shall be deemed to be a notice of demand for the purposes of this section.

It is proposed to substitute the aforesaid proviso to section 156 so as to provide that where any sum is
determined to be payable by the assessee or by the deductor under sub-section (1) of section 143 or sub-section (1)
of section 200A, the intimation under those sub-sections shall be deemed to be a notice of demand for the
purposes of this section.

This amendment will take effect from 1st July, 2012.
Clause 69 of the Bill seeks to amend section 193 of the Income-tax Act relating to interest on securities.
Under the existing provisions contained in clause (v) of the aforesaid section 193, no tax is required to be

deducted from any interest payable to an individual who is resident in India, on debentures issued by a company
in which the public are substantially interested, if such debentures are listed on a recognised stock exchange in
India; the interest is paid by the company by an account payee cheque; and the aggregate amount of interest
payable by the company to such individual does not exceed two thousand and five hundred rupees.

It is proposed to substitute the aforesaid clause so as to provide that no deduction of income tax shall be made
on any interest payable to an individual or a Hindu undivided family, who is resident in India, on any debenture
issued by a company in which the public are substantially interested, if the interest is paid by the company by an
account payee cheque and the amount of such interest or, as the case may be, the aggregate of the amounts of
such interest paid or likely to be paid during the financial year by the company to such individual or a Hindu
undivided family does not exceed five thousand rupees.

This amendment will take effect from 1st July, 2012.
Clause 70 of the Bill seeks to amend section 194E of the Income-tax Act relating to payments to non-resident

sportsmen or sports associations.
The existing provisions in section 194E  provide that where any income referred to in section 115BBA is

payable to a non-resident sportsman (including an athlete)  who is a non-citizen of India or a non-resident sports
association or institution, the person responsible for making the payment shall, at the time of credit of such
income to the account of the payee or at the time of payment thereof in cash or by issue of cheque or draft or by
any other mode, whichever is earlier, deduct income-tax thereon at the rate of ten per cent.   

It is proposed to amend the aforesaid section to make it also applicable to a non-resident entertainer who is a
non-citizen and to increase the tax deduction at source on income referred to in the section from ten per cent. to
twenty per cent.  

This amendment will take effect from 1st July, 2012.
Clause 71 of the Bill seeks to amend section 194J of the Income-tax Act relating to fees for professional or

technical services.
The existing provisions in sub-section (1) of the aforesaid section 194J provide that a person, not being a

individual or a Hindu undivided family, who is responsible for paying to a resident any sum by way of fees for
professional services, fees for technical services royalty or sums referred to in clause (va) of section 28 shall deduct
an amount equal to ten per cent. of such sum as income tax.

It is proposed to amend the aforesaid sub-section (1) to insert a new clause (ba) so as to provide that the person
referred to in 

sub-section (1) of the aforesaid section who is responsible for paying to a director of a company any sum by
way of any remuneration or fees or commission, by whatever name called (other than those on which tax is
deductible under section 192), shall deduct an amount equal to ten per cent. of such sum as income-tax in
accordance with the provisions of the aforesaid section.

This amendment will take effect from 1st July 2012.
Clause 72 of the Bill seeks to amend section 194LA of the Income-tax Act relating to payment of compensation

on acquisition of certain immovable property.
The existing provisions contained in the aforesaid section 194LA provide that any person responsible for

paying to a resident any sum being in the nature of compensation or the enhanced compensation or the
consideration or the enhanced consideration on account of compulsory acquisition, under any law for the time
being in force, of any immovable property (other than agricultural land) shall, at the time of payment of such sum
in cash or by issue of a cheque or draft or by any other mode, whichever is earlier, deduct an amount equal to ten
per cent. of such sum as income-tax.  However, the proviso to the aforesaid section provides that no tax will be
required to be deducted where the amount of such payment or, as the case may be, the aggregate amount of such
payments to a resident during the financial year does not exceed one hundred thousand rupees.

It is proposed to enhance the said limit from one hundred thousand rupees to two hundred thousand rupees.
This amendment will take effect from 1st July, 2012.
Clause 73 of the Bill seeks to insert a new section 194LAA in the Income-tax Act relating to payment on

transfer of certain immovable property other than agricultural land.
It is proposed to insert a new section 194LAA to provide that any person, being a transferee, responsible for

paying (other than the person referred to in section 194LA) to a resident transferor any sum by way of
consideration for transfer of any immovable property (other than agricultural land) shall deduct an amount equal
to one per cent. of such sum as income-tax at the time of credit of such sum to the account of transferor or at the

time of payment of such sum in cash or by issue of cheque or by draft or by any other mode, whichever is earlier.
It is further proposed to provide that no deduction shall be made where the consideration paid or payable for

the transfer of such property is less than fifty lakh rupees in case such property is situated in a specified area or is
less than twenty lakh rupees in case such property is situated in any area other than the specified area.

It is also proposed to provide that if the consideration paid or payable for the transfer of such property is less
than the value adopted or assessed or assessable by any authority of a State Government for the purpose of
payment of stamp duty in respect of transfer of such property, the value so adopted or assessed or assessable shall,
for the purposes of the aforesaid sub-section (1) or sub-section (2) be deemed to be the consideration paid or
payable for the transfer of such property.

It is also proposed to provide that where any document required to be registered under clause (a) to clause (e)
of sub-section (1) or sub-section (1A) of section 17 of the Indian Registration Act, 1908 purports to transfer, assign,
limit or extinguish the right, title or interest of any person to or in any immovable property and in respect of which
tax is required to be deducted under the aforesaid sub-section (1), no registering officer appointed under that Act
shall register any such document unless the transferee furnishes the proof of deduction of income-tax in
accordance with the provisions of this section and payment of sum so deducted to the credit of the Central
Government in the prescribed form. 

It is also proposed to provide that the provisions of section 203A shall not apply to a person required to deduct
tax in accordance with the provisions of this section.

It is also proposed to provide an Explanation defining the  expressions “agricultural land”, “immovable
property” and “specified area”.

This amendment will take effect from 1st October, 2012.
Clause 74 of the Bill seeks to insert a new section 194LC in  the Income-tax Act, relating to income by way of

interest from Indian company engaged in certain business.  
The proposed new section 194LC provides that where any income by way of interest is payable to a non-

resident, not being a company or to a foreign company by a specified company, the person responsible for making
the payment shall deduct 

income-tax thereon at the rate of five per cent. at the time of credit of such income to the account of the payee
or at the time of payment thereof in cash or by issue of a cheque or draft or by any other mode, whichever is earlier.

It further provides that the interest shall be income by way of interest payable by the  specified company in
respect of any monies borrowed by it at any time on or after the 1st day of July, 2012 but before the 1st day of July,
2015; in foreign currency, from a source outside India under a loan agreement approved by the Central
Government in this behalf;  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.

It also defines the expressions “foreign currency” and “specified company” for the purpose of the aforesaid
section.  

This amendment will take effect from 1st July, 2012.
Clause 75 of the Bill seeks to amend section 195 of the Income-tax Act relating to other sums.
It is proposed to provide that sub-section (1) of the aforesaid section 195 providing the rate of deduction in

respect of interest payment shall not apply to interest referred to in sections 194LB and 194LC for which separate
rate of deduction is provided. 

This amendment will take effect retrospectively from 1st April, 2012.
It is further proposed to insert a new Explanation in sub-section (1) of the aforesaid section 195 so as to clarify

that the obligation to comply with sub-section (1) and make deduction thereunder applies and shall be deemed to
have always applied and extends and shall be deemed to have always extended to all persons, resident or non-
resident whether or not the non-resident person has a residence or place of business or business connection in
India or any other presence in any manner whatsoever in India.

This amendment will take effect retrospectively from 1st April, 1962 and will, accordingly, apply in relation to
assessment year 1962-1963 and subsequent assessment years.

It is also proposed to insert a new sub-section (7) in the aforesaid section so as to provide  that
notwithstanding anything contained in sub-section (1) and sub-section (2), the Board may, by notification in the
Official Gazette, specify a class of persons or cases, where the person responsible for paying to a non-resident, not
being a company, or to a foreign company, any sum, whether or not chargeable under the provisions of this Act,
shall make an application to the Assessing Officer to determine, by general or special order, the appropriate
proportion of sum chargeable, and upon such determination, tax shall be deducted under sub-section (1) on that
proportion of the sum which is so chargeable. 

This amendment will take effect from 1st July, 2012.
Clause 76 of the Bill seeks to amend section 197A of the Income-tax Act relating to no deduction to be made in

certain cases.
The existing provisions in sub-section (1C) of section 197A provide that no deduction of tax shall be made

under section 193 or section 194 or section 194A or section 194EE or section 194K in the case of an individual
resident in India, who is of the age of sixty-five years or more at any time during the previous year, if such
individual furnishes to the person responsible for paying any income of the nature referred to in the aforesaid
sections, a declaration in writing in duplicate in the prescribed form and verified in the prescribed manner to the
effect that the tax on his estimated total income of the previous year in which such income is to be included in
computing his total income will be nil. 

It is proposed to amend the aforesaid sub-section so as to reduce the qualifying age for an individual resident
from sixty-five years to sixty years.

This amendment will take effect from 1st July, 2012.  
Clause 77 of the Bill seeks to amend section 201 of the Income-tax Act relating to consequences of failure to

deduct or pay.
It is proposed to insert a new proviso in sub-section (1) of the aforesaid section 201 so as to provide that any

person, including the principal officer of a company, who fails to deduct the whole or any part of the tax in
accordance with the provisions of this Chapter on the sum paid to a resident or on the sum credited to the account
of a resident shall not be deemed to be an assessee in default in respect of such tax if such resident ––

(i) has furnished his return of income under section 139;
(ii) has taken into account such sum for computing income in such return of income; and
(iii) has paid the tax due on the income declared by him in such return of income,
and the person furnishes a certificate to this effect from an accountant in such form as may be prescribed.
It is further proposed to insert a new proviso to sub-section (1A) of the aforesaid section so as to provide that

in case any person, including the principal officer of a company fails to deduct the whole or any part of the tax in
accordance with the provisions of this Chapter on the sum paid to a resident or on the sum credited to the account
of a resident but is not deemed to be an assessee in default under the first proviso of sub-section (1), the interest
under clause (i) shall be payable from the date on which such tax was deductible to the date of furnishing of return
of income by such resident.

This amendment will take effect from 1st July, 2012.
The existing provisions of sub-section (3) of the aforesaid section 201 provide that no order shall be made

under sub-section (1) of the  said section deeming a person to be an assessee in default for failure to deduct the
whole or any part of the tax from a person resident in India, at any time after the expiry of two years from the end
of the financial year in a case in which the statement referred to in section 200 has been filed, and in any other
case four years from the end of the financial year in which payment is made or credit is given. 

It is proposed to amend clause (ii) of the aforesaid sub-section so as to extend the period of four years to six
years. 

This amendment will take effect retrospectively from 1st April, 2010.  
It is also proposed to insert an Explanation after sub-section (4) of the aforesaid section so as to define the

expression “accountant”.
This amendment will take effect from 1st July, 2012.
Clause 78 of the Bill seeks to amend section 204 of the Income-tax Act relating to meaning of “person

responsible for paying”.
It is proposed to amend the aforesaid section 204 to insert a new clause so as to provide that in the case of

credit, or as the case may be, payment of any sum chargeable under the provisions of this Act made by or on behalf
of the Central Government or the Government of a State, the drawing and disbursing officer or any other person,
by whatever name called, responsible for crediting, or as the case may be, paying such sum shall be the person
responsible for paying within the meaning of definition under this section.

This amendment will take effect from 1st July, 2012.
Clause 79 of the Bill seeks to amend section 206C of the Income-tax Act relating to the profits and gains from

the business of trading in alcoholic liquor, forest produce, scrap, etc.
The existing provisions of sub-section (1) of the aforesaid section 206C provide that every person, being a

seller shall, at the time of debiting of the amount payable by the buyer to the account of the buyer or at the time of
receipt of such amount from the said buyer in cash or by the issue of a cheque or draft or by any other mode,
whichever is earlier, collect from the buyer of any goods of the nature specified in column (2) of the Table, a sum
equal to the percentage, specified in the corresponding entry in column (3) of the said Table, of such amount as
income-tax.

It is proposed to amend the aforesaid sub-section so as to insert a new serial number (vii) relating to minerals,
being coal or lignite or iron ore in the Table in said sub-section to provide for collection of tax at source at the rate
of one per cent. in case of minerals, being coal or lignite or iron ore.

It is further proposed to insert a new sub-section (1D) in the aforesaid section to provide that every person,
being a seller, who receives any amount in cash as consideration for sale of bullion or jewellery, shall, at the time
of receipt of such amount in cash, collect from the buyer, a sum equal to one per cent. of sale consideration as
income-tax, if the sale consideration exceeds two hundred thousand rupees.

It is also proposed to amend sub-sections (2), (3) and (9) of the aforesaid section which are consequential in
nature.

It is also proposed to insert a new proviso to sub-section (6A) of the aforesaid section so as to provide that any
person, other than a person referred to in sub-section (1D), responsible for collecting tax in accordance with the
provisions of this section, who fails to collect the whole or any part of the tax on the amount received from a buyer
or licensee or lessee or on the amount debited to the account of the buyer or licensee or lessee shall not be deemed
to be an assessee in default in respect of such tax if such buyer or licensee or lessee––

(i) has furnished his return of income under section 139;
(ii) has taken into account such amount for computing income in such return of income; and
(iii) has paid the tax due on the income declared by him in such return of income,
and also furnishes a certificate to this effect from an accountant in such form as may be prescribed.
It is also proposed to insert a new proviso to sub-section (7) of the aforesaid section so as to provide that in

case any person, other than a person referred to in sub-section (1D), responsible for collecting tax in accordance
with the provisions of this section, fails to collect the whole or any part of the tax on the amount received from a
buyer or licensee or lessee or on the amount debited to the account of the buyer or licensee or lessee but is not
deemed to be an assessee in default under the first proviso of sub-section (6A), the interest shall be payable from
the date on which such tax was collectible to the date of furnishing of return of income by such buyer or licensee
or lessee.

It is also proposed to amend the Explanation to the aforesaid section so as to provide the meaning of “buyer”
with respect to sub-section (1) and sub-section (1D) of the said section and meaning of jewellery.

It is also proposed to insert a new clause in the aforesaid Explanation so as to define the expression
“accountant”.

It is also proposed to insert sub-section (1D) in clause (c) of the aforesaid Explanation.
These amendments will take effect from 1st July, 2012.
Clause 80 of the Bill seeks to amend section 207 of the Income-tax Act relating to liability for payment of

advance tax.
The existing provisions contained in the aforesaid section 207 provide that the tax shall be payable in advance

during any financial year, in accordance with the provisions of sections 208 to 219 (both inclusive), in respect of
the total income of the assessees which would be chargeable to tax for the assessment year immediately following
that financial year.

It is proposed to amend the aforesaid section so as to insert a new sub-section (2) to provide that the
provisions of the aforesaid section shall not apply to an individual resident in India who does not have any income
chargeable under the head “Profits and gains of business or profession” and is of the age of sixty years or more at
any time during the previous year.

This amendment will take effect retrospectively from 1st April, 2012.
Clause 81 of the Bill seeks to amend section 209 of the Income-tax Act relating to computation of advance tax.
The existing provisions contained in the aforesaid section 209, inter alia, provides that where advance tax is

payable, the assesse shall himself compute the advance tax payable on his current income at the rates in force in
the financial year and deposit the same whether or not he has been earlier assessed to tax or not.  It further
provides that in all the cases the tax calculated at the rates in force in the financial year shall be reduced by the
amount deductible at source or collectible at source from any income which has been taken into account in the
computation of current income. 

It is proposed to amend clause (d) of sub-section (1) of the aforesaid section 209 so as to insert a proviso to
provide that for computing liability for advance tax, income-tax calculated under clause (a) or clause (b) or clause
(c) shall not, in each case, be reduced by the aforesaid amount of income-tax which would be deductible or
collectible at source during the said financial year under any provision of this Act from any income, if the person
responsible for deducting tax has paid or credited such income without deduction of tax or it has been received or
debited by person responsible for collecting tax without collection of such tax.

This amendment will take effect retrospectively from 1st April, 2012.
Clause 82 of the Bill seeks to amend section 234A of the Income-tax Act relating to interest for defaults in

furnishing return of income.
The existing provisions of sub-section (1) of the aforesaid section 234A provides that the assessee is liable to

pay simple interest at the rate of one per cent. for every month or part of a month on the amount of the tax on the
total income as reduced by the advance tax, if any, paid; any tax deducted or collected at source; any relief of tax
allowed under section 90 on account of tax paid in a country outside India; any relief of tax allowed under section
90A on account of tax paid in a specified territory outside India referred to in that section; any deduction, from
the Indian income-tax payable, allowed under section 91; and any credit allowed to be set off in accordance with
the provisions of section 115JAA.

It is proposed to insert “or section 115JD”, after “section115JAA” in clause (vi) of sub-section (1) of the aforesaid
section so as  to provide for reduction of tax credit allowed to be set off under section 115JD from the tax on total
income.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 83 of the Bill seeks to amend section 234B of the Income-tax Act relating to interest for defaults in
payment of advance tax.

The existing provisions of sub-section (1) of the aforesaid section 234B provides that the assessee is liable to
pay simple interest at the rate of one per cent. for every month or part of the month on the amount of advance tax
which falls short of assessed tax.  Explanation 1 to the said sub-section defines the “assessed tax” which means the
tax on the total income determined under 

sub-section (1) of section 143 and where a regular assessment is made, the tax on the total income determined
under such regular assessment as reduced by the amount of any tax deducted or collected at source; any relief of
tax allowed under section 90; any relief of tax allowed under section 90A; any deduction from the Indian income-
tax payable, allowed under section 91; and any tax credit allowed to be set off in accordance with the provisions of
section 115JAA.

It is proposed to insert “or section 115JD”, after “section115JAA” in clause (v) of Explanation 1 to sub-section (1)
of the aforesaid section so as to provide for reduction of tax credit allowed to be set off under section 115JD from
the assessed tax.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.

Clause 84 of the Bill seeks to amend section 234C of the Income-tax Act relating to interest for deferment of
advance tax.

The existing provisions of sub-section (1) of the aforesaid section 234C provides that the assesse is liable to
pay simple interest at the rate of one per cent. per month on the amount of shortfall from the specified
percentages of the tax due on the returned income.  The Explanation to the said section defines the “tax due on
the returned income” to mean the tax chargeable on the total income declared in the return of income furnished
by the assessee for the assessment year commencing on 1st April immediately following the financial year in
which the advance tax is paid or payable, as reduced by the amount of any tax deductible or collectible at source;
any relief of tax allowed under section 90; any relief of tax allowed under section 90A; any deduction from the
Indian income-tax payable, allowed under section 91; and any tax credit allowed to be set off in accordance with
the provisions of section 115JAA.

It is proposed to insert “or section 115JD”, after “section115JAA” in clause (v) of the  Explanation  to sub-
section (1) of the aforesaid section so as to provide for reduction of tax credit allowed to be set-off under section
115JD from the tax due on the returned income.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to assessment
year 2013-2014 and subsequent assessment years.  

Clause 85 of the Bill seeks to insert a new Explanation to section 234D of the Income-tax Act relating to
interest on excess refund.

The existing provisions of sub-section (1) of the aforesaid section 234D provides that where any refund is
granted to the assessee under sub-section (1) of section 143 and no refund is due on regular assessment, or the
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amount refunded under 
sub-section (1) of section 143 exceeds the amount refundable on regular assessment, then, the assessee shall

be liable to pay simple interest at the rate of one-half per cent. on the whole or the excess amount so refunded for
every month or part of a month comprised in the period from the date of grant of refund to the date of such regular
assessment.

The Explanation to the aforesaid section provides that where, in relation to an assessment year, an
assessment is made for the first time under section 147 or section 153A, the assessment so made shall be regarded
as a regular assessment for the purposes of the said section.

It is proposed to insert a new Explanation so as to clarify that the provisions of this section shall also apply to
an assessment year commencing before the 1st day of June, 2003 if the proceedings in respect of such assessment
year is completed after the said date.

This amendment will take effect retrospectively from 1st June, 2003.
Clause 86 of the Bill seeks to insert a new sub-heading “G.—Levy of fee in certain cases” and a new section

234E in the Income-tax Act relating to fee for defaults in furnishing statements.
It is proposed to insert a new section 243E so as to provide that— 
(1) Without prejudice to the provisions of the Act, where a person fails to deliver or cause to be delivered a

statement within the time prescribed in sub-section (3) of section 200 or the proviso to sub-section (3) of section
206C, he shall be liable to pay, by way of fee, a sum of two hundred rupees for every day during which the failure
continues.

(2) The amount of fee referred to in sub-section (1) shall not exceed the amount of tax deductible or collectible,
as the case may be.

(3) The amount of fee referred to in sub-section (1) shall be paid before delivering or causing to be delivered a
statement in accordance with sub-section (3) of section 200 or the proviso to sub-section (3) of section 206C.

(4) The provisions of this section shall apply to a statement referred to in sub-section (3) of section 200 or the
proviso to sub-section (3) of section 206C which is to be delivered or caused to be delivered for tax deducted at
source or tax collected at source, as the case may be, on or after the 1st day of July, 2012.

This amendment will take effect from 1st July, 2012.
Clause 87 of the Bill seeks to amend section 245C of the Income-tax Act relating to application for settlement

of cases.
The existing provisions of clause (ia) of  the  proviso to sub-section (1) of the  aforesaid section 245C provide

that no application shall be made unless, in a case where the applicant is related to the person referred to in clause
(i) who has filed an application; and the proceedings for assessment or reassessment for any of the assessment
years referred to in clause (b) of sub-section (1) of section 153A or clause (b) of sub-section (1) of section 153B in case
of the applicant, being a person referred to in section 153A or section 153C, have been initiated, the additional
amount of income-tax payable on the income disclosed in the application exceeds ten lakh rupees.

The Explanation to the aforesaid clause defines the expressions “applicant in relation to the specified person”
and “substantial interest” for the purposes of the said clause.

Clause (b) of the said Explanation provides that a person shall be deemed to have a substantial interest in a
business or profession, 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 (not being share 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 beneficially entitled to not less than
twenty per cent. of the profits of such business or profession.

It is proposed to amend the aforesaid clause (b) so as to provide that the person shall be deemed to have
substantial interest, if such person is beneficial owner on the date of search.

This amendment will take effect from 1st July, 2012.
Clause 88 of the Bill seeks to amend section 245Q of the Income-tax Act relating to application for advance

ruling.
The provisions contained in sub-section (2) of the aforesaid section 245Q provide that the application for an

advance ruling shall be made in quadruplicate and be accompanied by a fee of two thousand five hundred rupees.
It is proposed to amend the aforesaid sub-section so as to enhance the fee from two thousand five hundred

rupees to ten thousand rupees or such fee as may be prescribed in this behalf, whichever is higher.
This amendment will take effect from 1st July, 2012.
Clause 89 of the Bill seeks to amend section 246A of the Income-tax Act relating to appealable orders before

Commissioner (Appeals). 
The existing provisions of the aforesaid section 246A provide for appeal by an assessee to the Commissioner

(Appeals) against an order under sections 143(3), 147, 150, etc.
It is proposed to include the reference of “deductor” after the word “assessee” in sub-section (1) and in clause

(a) of the said sub-section so as to enable him to file an appeal under the aforesaid section.
It is further proposed to amend clause (a) of sub-section (1) so as to provide that the deductor may appeal to

the Commissioner (Appeals) against an intimation issued under sub-section (1) of section 200A. 
These amendments will take effect from 1st July, 2012.
It is proposed to amend clauses (a), (b), (ba) and (c) of sub-section (1) of the aforesaid section 246A to provide

that an order of assessment or reassessment passed with approval of Commissioner under sub-section (12) of
newly inserted section 144BA or any order under section 154 or section 155 passed in relation to such an order
shall not be appealable before Commissioner (Appeals).

These amendments will take effect from 1st April, 2013 and will, accordingly, apply in relation to the
assessment year 2013-2014 and subsequent assessment years.

The existing provisions contained in clause (ba) of sub-section (1) of the aforesaid section 246A provide that
any assessee aggrieved by an order of the assessment or reassessment under section 153A may appeal to the
Commissioner.

It is proposed to amend the aforesaid clause (ba) so as to provide that any assessee aggrieved by an order of
the assessment or reassessment under section 153A [except an order passed in pursuance of the directions of the
Dispute Resolution Panel] may appeal to the Commissioner.

This amendment will take effect retrospectively from 1st October, 2009. 
It is also proposed to insert a new clause (bb) in sub-section (1) of the aforesaid section 246A to provide that

any assessee aggrieved by an order of assessment under sub-section (3) of section 92CD may appeal to the
Commissioner (Appeals). The proposed amendment is of consequential nature.

The existing provisions contained in sub-section (1) of the aforesaid section 246A provide that an appeal shall
lie to the Commissioner (Appeals) against the orders specified in said sub-section (1).   

It is proposed to amend sub-clause (B) of clause (j) of aforesaid sub-section (1) so as to provide that an appeal
against the order of penalty passed under section 271AAB shall also lie before the Commissioner (Appeals).

This amendment will take effect from 1st July, 2012.
Clause 90 of the Bill seeks to amend section 253 of the Income-tax Act relating to appeals to the Appellate

Tribunal.
The existing provisions contained in clause (ba) of sub-section (1) of the aforesaid section 253 provide that any

assessee aggrieved by an order passed by an Assessing Officer under 
sub-section (3) of section 143 or section 147 in pursuance of the directions of the Dispute Resolution Panel or

an order passed under section 154 in respect of such order may appeal to the Appellate Tribunal.
It is proposed to amend clause (d) of the aforesaid sub-section (1) so as to provide that any assessee aggrieved

by an order passed by an Assessing Officer under section 153A or section 153C in pursuance of the directions of the
Dispute Resolution Panel or an order passed under section 154 in respect of such order may also appeal to the
Appellate Tribunal.  

This amendment will take effect retrospectively from 1st October, 2009.
It is further proposed to amend the aforesaid sub-section (1) to insert clause (e) in the said sub-section to

provide that an order of assessment or reassessment passed with approval of the Commissioner under sub-
section (12) of newly inserted section 144BA or an order under section 154 or section 155 passed in respect of such
an order against which appeal lies before the Appellate Tribunal.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

It is also proposed to insert a new sub-section (2A) in the aforesaid section so as to provide that the
Commissioner may, if he objects to any direction issued by the Dispute Resolution Panel under sub-section (5) of
section 144C in respect of any objection filed on or after the 1st day of July, 2012, by the assessee under sub-section
(2) of section 144C in pursuance of which the Assessing Officer has passed an order completing the assessment or
reassessment, direct the Assessing Officer to appeal to the Appellate Tribunal against the order.

It is also proposed to insert a new sub-section (3A) in the aforesaid section so as to provide that every appeal
under 

sub-section (2A) shall be filed within sixty days of the date on which the order sought to be appealed against
is passed by the Assessing Officer in pursuance of the directions of the Dispute Resolution Panel under sub-
section (5) of section 144C.

It is also proposed to amend sub-section (4) so as to provide that an appeal can also be filed by the Assessing
Officer against the order passed by him in pursuance of the directions of the Dispute Resolution Panel.  

These amendments will take effect from 1st July, 2012.
Clause 91 of the Bill seeks to amend section 254 of the Income-tax Act relating to Orders of Appellate Tribunal.
It is proposed to amend sub-section (2A) of the aforesaid section 254, so as to insert therein a reference of sub-

section (2A) of section 253.  The proposed amendment is consequential in nature in view of the amendment to
section 253.

This amendment will take effect from 1st July, 2012.
Clause 92 of the Bill seeks to amend section 271 of the Income-tax Act relating to failure to furnish return,

comply with notice, concealment of income, etc.
The existing provision of Explanation 7 of the aforesaid section 271 provides that where in the case of an

assessee who has entered into an international transaction, any amount is added or disallowed in computing the
total income under sub-section (4) of section 92C, the amount so added or disallowed shall be deemed to
represent the income in respect of which particulars have been concealed or inaccurate particulars have been
furnished unless the assessee proves to the satisfaction of the Assessing Officer or the Commissioner (Appeals) or
the Commissioner that the price charged or paid in such transaction was computed in good faith and with due
diligence in accordance with the provisions contained in section 92C and the manner prescribed thereunder.

It is proposed to amend the aforesaid Explanation so as to include therein the reference of a specified
domestic transaction for the purposes of said Explanation.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 93 of the Bill seeks to substitute section 271AA of the Income-tax Act relating to penalty for failure to
keep and maintain information and document, etc., in respect of certain transactions.

The existing provisions of the aforesaid section 271AA provide that if a person, who has entered into
international transaction as defined in section 92B, fails to keep and maintain any such information and
document as required by sub-section (1) or 

sub-section (2) of section 92D, the Assessing Officer or the Commissioner (Appeals) may direct such person
shall pay, by way of penalty, a sum equal to two per cent. of the value of each international transaction entered into
by such person.

It is proposed to substitute the aforesaid section so as to provide the levy of penalty under the said section also
in case where such person fails to report such transaction which he is required to do so; or maintains or furnishes
an incorrect information or document.

This amendment will take effect from 1st July, 2012.
Clause 94 of the Bill seeks to amend section 271AA of the Income-tax Act (as substituted by clause 93 of this

Bill) relating to penalty for failure to keep and maintain information and document in respect of international
transaction.

The existing provision of the aforesaid section 271AA provides that if any person fails to keep and maintain
any such information and document as required by sub-section (1) or sub-section (2) of section 92D, the Assessing
Officer or the Commissioner (Appeals) may direct that such person shall pay, by way of penalty, a sum equal to two
per cent. of the value of each international transaction entered into by such person.

It is proposed to amend the aforesaid section so as to include therein the reference of “specified domestic
transaction” to provide that in the cases where information and document in respect of specified domestic
transaction has not been maintained, or such specified domestic transaction has not been reported, or the
assessee maintains or furnishes incorrect information or documents, a penalty of two per cent. of the value of the
specified domestic transaction shall be levied.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 95 of the Bill seeks to amend section 271AAA of the Income-tax Act relating to penalty where search
has been initiated.

The existing provision contained in sub-section (1) of the aforesaid section 271AAA provides that in a case
where the search has been initiated under section 132 on or after the 1st day of June, 2007, the assessee shall be
liable to pay by way of penalty, in addition to tax, if any, payable by him, a sum computed at the rate of ten per
cent. of the undisclosed income of the specified previous year.

It is proposed to amend sub-section (1) of the aforesaid section so as to provide that the provisions of the said
section shall be applicable in respect of cases where a search has been initiated under section 132 on or after the
1st day of June, 2007 but before 1st day of July, 2012.

This amendment will take effect retrospectively from 1st April, 2012.
Clause 96 of the Bill seeks to insert a new section 271AAB in the Income-tax Act relating to penalty where

search has been initiated.
It is proposed to provide in the aforesaid new section 271AAB that in a case where search has been initiated

under section 132 on or after the 1st day of July, 2012, the assessee shall pay by way of penalty, in addition to tax, if
any, payable by him, a sum computed at the rate of ten per cent. of the undisclosed income of the specified
previous year, if such assessee - (i) in the course of the search, in a statement under sub-section (4) of section 132
admits the undisclosed income and specifies the manner in which such income has been derived; (ii)
substantiates the manner in which the undisclosed income was derived; and (iii) on or before the specified
date,–(A) pays the tax, together with interest, if any, in respect of the undisclosed income; and (B) furnishes the
return of income  for the specified previous year declaring such undisclosed income therein.

It is further proposed to provide that the assessee shall pay by way of penalty, in addition to tax, if any payable
by him, a sum computed at the rate of twenty per cent. of the undisclosed income of the specified previous year,
if such assessee - (i) in the course of the search, in a statement under sub-section (4) of section 132, does not admit
the undisclosed income; (ii) on or before the specified date,–(A) declares such income in the return of income
furnished for the specified previous year; and (B) pays the tax, together with interest, if any, in respect of the
undisclosed income.

It is also proposed to provide that the assessee shall pay by way of penalty, in addition to tax, if any payable by
him, a sum which shall not be less than thirty per cent. but which shall not exceed ninety per cent. of the
undisclosed income of the specified previous year, if it is not covered by clauses (a) and (b).

It is also proposed to provide that no penalty under the provisions of clause (c) of sub-section (1) of section 271
shall be imposed upon the assessee in respect of the undisclosed income referred to in sub-section (1).

It is also proposed to provide that the provisions of section 274 and section 275 shall, as far as may be, apply in
relation to the penalty leviable under the proposed new section.

It is also proposed to define the expressions “undisclosed income”, “specified previous year” and “specified
date” for the purposes of the said section.

These amendments will take effect from 1st July, 2012.
Clause 97 of the Bill seeks to amend section 271G of the Income-tax Act relating to penalty for failure to

furnish information or document under section 92D.
The existing provision of the aforesaid section 271G provides that if any person who has entered into an

international transaction fails to furnish any such information or document as required by sub-section (3) of
section 92D, the Assessing Officer or the Commissioner (Appeals) may direct that such person shall pay, by way of
penalty, a sum equal to two per cent. of the value of the international transaction for each such failure.

It is proposed to amend the aforesaid section to include therein the reference of “specified domestic
transaction” so as to provide in the cases where the assessee fails to furnish any document or information as
required by section 92D, a penalty of two per cent. of the value of the specified domestic transaction shall be levied
in such cases.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 98 of the Bill seeks to insert a new section 271H in the Income-tax Act relating to penalty for failure to
furnish statements, etc.

It is proposed to insert a new section 271H so as to provide that without prejudice to the provisions of the Act,
a person shall be liable to pay penalty if he fails to deliver or cause to be delivered a statement within the time
prescribed in sub-section (3) of section 200 or the proviso to sub-section (3) of section 206C; or furnishes incorrect
information in the statement which is required to be delivered or cause to be delivered under sub-section (3) of
section 200 or the proviso to sub-section (3) of section 206C.

It is further proposed to provide that the penalty referred to in sub-section (1) shall be a sum which shall not
be less than ten thousand rupees but which may extend to one lakh rupees.

It is also proposed to provide that notwithstanding anything contained in the foregoing provisions of this
section, no penalty shall be levied for the failure referred to in clause (a) of sub-section (1), if the person proves that
after paying tax deducted or collected along with the fee and interest, if any, to the credit of the Central
Government, he had delivered or cause to be delivered the statement referred to in sub-section (3) of section 200

or the proviso to sub-section (3) of section 206C before the expiry of one year from the time prescribed for
delivering or causing to be delivered such statement.

It is also proposed to provide that the provisions of this section shall apply to a statement referred to in sub-
section (3) of section 200 or the proviso to sub-section (3) of section 206C which is to be delivered or caused to be
delivered for tax deducted at source or tax collected at source, as the case may be, on or after the 1st day of July,
2012.

This amendment will take effect from 1st July, 2012.
Clause 99 of the Bill seeks to amend section 272A of the Income-tax Act relating to penalty for failure to

answer questions, sign statments, furnish information, return or statement, allow inspections, etc.
The existing provisions of sub-section (2) of the aforesaid section provide for levy of penalty if any person fails

to comply with the requirements referred to in clauses (a) to (l) of the said sub-section.
It is proposed to insert a new proviso to sub-section (2) of the aforesaid sub-section so as to provide that no

penalty shall be levied under this section for the failure referred to in clause (k) if such failure relates to a
statement referred to in sub-section (3) of section 200 or the proviso to sub-section (3) of section 206C which is to
be delivered or caused to be delivered for tax deducted at source or tax collected at source, as the case may be, on
or after the 1st day of July, 2012. 

This amendment will take effect from 1st July, 2012.
Clause 100 of the Bill seeks to amend section 273B of the Income-tax Act relating to penalty not to be imposed

in certain cases.
The existing provisions of the aforesaid section provide that no penalty shall be imposable on the person or

the assessee, for failure referred to in sections mentioned therein if he proves that there was reasonable cause for
the said failure. 

It is proposed to amend the aforesaid section so as to insert there the reference of newly inserted section 271H.
The proposed amendment is consequential in nature.

This amendment will take effect from 1st July, 2012.
Clause 101 of the Bill seeks to amend section 276C of the Income-tax Act relating to wilful attempt to evade tax, etc.
The existing provisions of sub-section (1) of the aforesaid section 276C provide that if a person wilfully

attempts in any manner whatsoever to evade any tax, penalty or interest chargeable or imposable  under the Act,
he shall, without prejudice to any penalty that may be imposable on him under any other provision of the Act, be
punishable in case where the amount sought to be evaded exceeds one hundred thousand rupees with rigorous
imprisonment for a term which shall not be less than six months but which may extend to seven years and with
fine; and in any other case, with rigorous imprisonment for a term which shall not be less than three months but
which may extend to three years and with fine.

It is proposed to amend the aforesaid sub-section so as to increase the limit of amount sought to be evaded
from one hundred thousand rupees to twenty-five hundred thousand rupees and to reduce the maximum
imprisonment from three years to two years.

The existing provisions of sub-section (2) of the aforesaid section provides that if a person wilfully attempts
in any manner whatsoever to evade the payment of any tax, penalty or interest under the Act, he shall, without
prejudice to any penalty that may be imposable on him under any other provision of the Act, be punishable with
rigorous imprisonment for a term which shall not be less than three months but which may extend to three years
and shall, in discretion of the court, also with fine.

It is proposed to amend the aforesaid sub-section so as to reduce the maximum imprisonment from three
years to two years.

These amendments will take effect from 1st July, 2012.
Clause 102 of the Bill seeks to amend section 276CC of the Income-tax Act relating to failure to furnish return

of income.
The existing provisions of the aforesaid section 276CC provide that if a person wilfully fails to furnish in due

time the return of fringe benefits which he is required to furnish under sub-section (1) of section 115WD or by
notice given under sub-section (2) of the said section or section 115WH or the return of income which he is
required to furnish under sub-section (1) of section 139 or by notice given under clause (i) of sub-section (1) of
section 142 or section 148 or section 153A, he shall be punishable in case where the amount of tax which would
have been evaded if the failure had not been discovered exceeds one hundred thousand rupees, with rigorous
imprisonment for a term which shall not be less than six months but which may extend to seven years and with
fine; and in any other case, with imprisonment for a term which shall not be less than three months but which
may extend to three years and with fine.

It is proposed to amend the aforesaid section so as to increase the limit of amount of tax which would have
been evaded if the failure had not been discovered, from one hundred thousand rupees to twenty-five hundred
thousand rupees and to reduce the maximum imprisonment from three years to two years.

These amendments will take effect from 1st July, 2012.
Clause 103 of the Bill seeks to amend section 277 of the Income-tax Act relating to false statement in

verification, etc.
The existing provisions of the aforesaid section 277 provide that if a person makes a statement in any

verification under the Act or under any rule made thereunder, or delivers an account or statement which is false,
and which he either knows or believes to be false, or does not believe to be true, he shall be punishable in a case
where the amount of tax which would have been evaded if the statement or account had been accepted as true,
exceeds one hundred thousand rupees, with rigorous imprisonment for a term which shall not be less than six
months but which may extend to seven years and with fine; and in any other case, with rigorous imprisonment
for a term which shall not be less than three months but which may extend to three years and with fine.

It is proposed to amend the aforesaid section so as to increase the limit of amount of tax which would have
been evaded from one hundred thousand rupees to twenty-five hundred thousand rupees and to reduce the
maximum imprisonment from three years to two years.

These amendments will take effect from 1st July, 2012.
Clause 104 of the Bill seeks to amend section 277A of the Income-tax Act relating to falsification of books of

account or document, etc.
The existing provisions of the aforesaid section 277A provide that if any person (the first person) wilfully and

with intent to enable any other person (the second person) to evade any tax or interest or penalty chargeable and
imposable under this Act, makes or causes to be made any entry or statement which is false, and which the first
person either knows to be false or does not believe to be true, in any books of account or other document relevant
to or useful in any proceeding against the first person or the second person, under the Act, the first person shall
be punishable with rigorous imprisonment for a term which shall not be less than three months but which may
extend to three years and with fine.

It is proposed to amend the aforesaid section so as to reduce the maximum imprisonment from three years to
two years.

This amendment will take effect from 1st July, 2012.
Clause 105 of the Bill seeks to amend section 278 of the Income-tax Act relating to abetment of false return, etc.
The existing provisions of the aforesaid section 278 provide that if any person abets or induces in any manner

another person to make and deliver an account or make a statement or declaration relating to any income or any
fringe benefit chargeable to tax which is false and which he either knows to be false or does not believe to be true
or to commit an offence under sub-section (1) of section 276C, he shall be punishable in a case where the amount
of tax, penalty or interest which would have been evaded if the declaration, account or statement had been
accepted as true, or which is wilfully attempted to be evaded, exceeds one hundred thousand rupees, with
rigorous imprisonment for a term which shall not be less than six months but which may extend to seven years
and with fine; and in any other case, with rigorous imprisonment for a term which shall not be less than three
months but which may extend to three years and with fine.

It is proposed to amend the aforesaid section so as to increase the limit of amount of tax, penalty or interest
which would have been evaded from one hundred thousand rupees to twenty-five hundred thousand rupees and
to reduce the maximum imprisonment from three years to two years.

These amendments will take effect from 1st July, 2012.
Clause 106 of the Bill seeks to insert new sections 280A, 280B, 280C and section 280D in the Income-tax Act

relating to Special Courts, offences triable by Special Court, trial of offences as summons case and application of
the Code of Criminal Procedure, 1973 to proceedings before  Special Court.

The proposed new section 280A provides that the Central Government, in consultation with the Chief Justice
of the High Court, may, for trial of offences punishable under Chapter-XXII, by notification, designate one or more
courts of Magistrates of the first class as Special Court for such area or areas or for such cases or class or group of
cases as may be specified in the notification.

It further explains that “High Court” means the High Court of the State in which a Magistrate of first class
designated as Special Court was functioning immediately before such designation.

It also provides that while trying an offence under the Income-tax Act, a Special Court shall also try an
offence, other than an offence referred to in sub-section (1), with which the accused may, under the Code of
Criminal Procedure, 1973, be charged at the same trial. 

The proposed new section 280B provides that notwithstanding anything contained in the Code of Criminal
Procedure, 1973, (a) the offences punishable under Chapter-XXII shall be triable only by the Special Court if so
designated for the area or areas or for cases or class or group of cases, as the case may be, in which the offence has
been committed.  However, a court competent to try offences under section 292, (i) which has been designated as
a Special Court under this section, shall continue to try the offences before it or offences arising under this Act
after such designation; (ii) which has not been designated as a Special Court may continue to try such offence
pending before it till its disposal; or (b) a Special Court may, upon a complaint made by an authority authorised in
this behalf under the Income-tax Act take cognizance of the offence for which the accused is committed for trial.

The proposed new section 280C provides that notwithstanding anything contained in the Code of Criminal
Procedure, 1973, the Special Court, shall try, an offence under Chapter-XXII punishable with imprisonment not
exceeding two years or with fine or with both, as a summons case, and the provisions of the Code of Criminal
Procedure, 1973 as applicable in the case of trial of summons case, shall apply accordingly.

The proposed new section 280D provides that the provisions of the Code of Criminal Procedure, 1973
(including the provisions as to bails or bonds), shall apply to the proceedings before a Special Court and the
person conducting the prosecution before the Special Court, shall be deemed to be a Public Prosecutor.

It further provides that a person shall not be qualified to be appointed as a Public Prosecutor or a Special
Public Prosecutor unless he has been in practice as an advocate for not less than seven years requiring special
knowledge of law.

It also provides that every person appointed as a Public Prosecutor or a Special Public Prosecutor shall be
deemed to be a Public Prosecutor within the meaning of clause (u) of section 2 of the Code of Criminal Procedure,
1973 and the provisions of that Code shall have effect accordingly.

These amendments will take effect from 1st July, 2012.
Clause 107 of the Bill seeks to insert section 292CC in the Income-tax Act relating to authorisation and

assessment in case of search or requisition.
It is proposed to insert aforesaid new section 292CC so as to provide that notwithstanding anything contained

in this Act, it shall not be necessary to issue an authorisation under section 132 or make a requisition under
section 132A separately in the name of each person. 

It is further proposed that where an authorisation under section 132 has been issued or requisition under
section 132A has been made mentioning therein the name of more than one person, the mention of such names
of more than one person on such authorisation or requisition shall not be deemed to construe that it was issued
in the name of an association of persons or body of individuals consisting of such persons. 

It is also proposed to provide that notwithstanding that an authorisation under section 132 has been issued or
requisition under section 132A has been made mentioning therein the name of more than one person, the
assessment or reassessment shall be made separately in the name of each of the persons mentioned in such
authorisation or requisition.

These amendments will take effect retrospectively from 1st April, 1976 and will, accordingly, apply to the
assessment year 

1976-1977 and subsequent assessment years.
Clause 108 of the Bill seeks to amend section 296 of the Income-tax Act relating to rules and certain

notifications to be placed before Parliament. 
The existing provisions of the aforesaid section 296 provide for laying of rules and certain notifications before

Parliament.
It is proposed to amend the aforesaid section so as to provide that the rules made by the Central Government

under the third proviso to sub-section (1) of section 153A or under the second proviso to sub-section (1) of section
153C are laid before Parliament.

This amendment will take effect from 1st July, 2012.
Wealth-tax
Clause 109 of the Bill seeks to amend section 2 of the Wealth-tax Act relating to definitions.
The existing provisions of clause (ea) of the aforesaid section 2 provide that in the case where a house is

allotted for residential purposes by a company to an employee or an officer or director who is in the whole time
employment having a gross annual salary of less than five lakh rupees, such house shall not be included in the
definition of assets on which wealth-tax is charged.

It is proposed to amend item (1) of sub-clause (i) of the aforesaid clause so as to raise the aforesaid gross
annual salary limit of employee or an officer or director who is in the whole time employment from five lakh
rupees to ten lakh rupees.

This amendment will take effect from 1st April, 2013 and will, accordingly, apply in relation to the assessment
year 2013-2014 and subsequent assessment years.

Clause 110 of the Bill seeks to amend section 17 of the Wealth-tax Act relating to wealth escaping assessment.
The existing provisions of sub-section (1) of the aforesaid section 17 enable the Assessing Officer to assess or

re-assess wealth which has escaped assessment for any assessment year, after recording reasons for doing so.  It is
further provided that once an assessment is reopened, any other wealth which has escaped assessment and
which comes to the notice of the Assessing Officer subsequently in the course of the proceedings under this
section, can also be included in the assessment.  

The first proviso to the aforesaid sub-section  provide that if an assessment has been made for the relevant
assessment year under sub-section (3) of section 16 or this section, no action shall be taken under this section after
the expiry of four years from the end of the relevant assessment year, unless the wealth has escaped assessment
due to the failure on the part of the assessee to file a return under section 14 or section 15 or in response to a notice
issued under sub-section (4) of section 16 or this section or to disclose fully and truly all material facts necessary
for his assessment.

It is proposed to insert a proviso to the aforesaid sub-section so as to provide that nothing contained in the
first proviso shall apply in a case where any net wealth in relation to any asset (including financial interest in any
entity) located outside India chargeable to tax, has escaped assessment for any assessment year. 

These amendments will take effect from 1st July, 2012.
It is further proposed to amend sub-section (1A) of the aforesaid section so as to insert a new clause (c) to the

aforesaid sub-section so as to provide that if four years, but not more than sixteen years, have elapsed from the
end of the relevant assessment year unless the net wealth in relation to any asset (including financial interest in
any entity) located outside India, chargeable to tax, has escaped assessment for any assessment year.

It is also proposed to amend the Explanation to the aforesaid sub-section so as to insert a clause which
provides that where a person is found to have any asset (including financial interest in any entity) located outside
India, it shall also be deemed to be a case where net wealth chargeable to tax has escaped assessment.

It is also proposed to insert a new Explanation 2 so as to provide that the provisions of the aforesaid section
(as amended by the Finance Act, 2012) shall also be applicable for the assessment years beginning on or before the
1st  day of April, 2012.

These amendments will take effect from 1st day of July, 2012.
Clause 111 of the Bill seeks to amend section 17A of the Wealth- tax Act relating to time limit for completion of

assessment and reassessment.
The existing provisions of the aforesaid section 17A, inter alia, provide for time limit for completion of

assessments and reassessments of net wealth by the Assessing Officer.
It is proposed to amend the aforesaid section so as to revise the time limits for completion of assessment and

reassessment.  The revised time limits shall be the time limits specified under the aforesaid section, as
respectively increased by three months.

These amendments will take effect from 1st July, 2012.
Clause 112 of the Bill seeks to amend section 45 of the Wealth-tax Act relating to Act not to apply in certain

cases.
The existing provisions of the aforesaid section 45 provide that Wealth-tax shall not be levied in respect of the

net wealth of entities enumerated in that section.  
It is proposed to insert a new clause (k) in the aforesaid section so as to provide that tax shall not be levied in

respect of net wealth of the Reserve Bank of India.
This amendment will take effect retrospectively from 1st April, 1957, and will, accordingly, apply in relation to

the assessment year 1957-1958 and subsequent assessment years.
Clause 113 of the Bill seeks to provide for validation of demand, etc., under Income-tax Act, 1961 in certain

cases in respect of income accruing or arising through or from the transfer of a capital asset situate in India in
consequence of transfer of a share or shares of a company registered or incorporated outside India or in
consequence of any agreement or otherwise outside India.

This clause will take effect from the date on which this Bill receives the assent of the President
Customs
Clause 114 of the Bill seeks to amend clause (10) of section 2 of the Customs Act so as to modify the definition

of “customs airport”.
This amendment will take effect from the date on which this Bill receives the assent of the President.

Clause 115 of the Bill seeks to amend clause (aa) of sub-section (1) of section 7 of the Customs Act so as to
substitute the words “container depots” with the words “container depots or air freight stations”.

This amendment will take effect from the date of which this Bill receives the assent of the President.
Clause 116 of the Bill seeks to insert a new section 28AAA in the Customs Act to provide for recovery of duties

in certain cases relatable to utilisation of instruments, such as duty credit scrips  issued under the Foreign Trade
(Development and Regulation) Act, 1992 where the instrument was obtained by means of collusion or wilful
misstatement or suppression of facts made by the person to whom it was issued or his agent or employee, and was
utilised by another person who acquired it from the original holder, then the duties, relatable to the utilisation,
shall be recovered from the person to whom the instrument had been issued.   

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 117 of the Bill seeks to amend section 28BA of the Customs Act relating to provisional attachment of

property to protect revenue in certain cases so as to make it applicable also to the proposed clause 28AAA.  
This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 118 of the Bill seeks to amend sub-section (2) of section 47 of the Customs Act so as to insert a new

proviso therein to provide that the Central Government may, by notification in the Official Gazette, specify the
class or classes of importers who shall pay the duty electronically.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 119 of the Bill seeks to amend sub-section (2) of section 75A of the Customs Act so as to substitute the

reference to “section 28AB” with “section 28AA”, with retrospective effect from the 8th day of April, 2011.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 120 of the Bill seeks to substitute sub-sections (3) and (4) of section 104 of the Customs Act with new

sub-sections (3)  to (6).
Sub-section (3) of the aforesaid section provides that where an officer of customs has arrested any person

under sub-section (1), for any offence (other than an offence punishable for a term of imprisonment of three years
or more under section 135), he shall, for the purpose of releasing such person on bail or otherwise, have the same
powers and be subject to the same provisions as the officer-in-charge of a police station has, and is subject to,
under the Code of Criminal Procedure, 1973.

Sub-section (4) thereof seeks to provide that notwithstanding anything contained in the Code of Criminal
Procedure, 1973, all offences under this Act (except an offence punishable for a term of imprisonment of three
years or more under section 135) shall be bailable.

Sub-section (5) thereof seeks to provide that notwithstanding anything contained in the Code of Criminal
Procedure, 1973, all offences under this Act except an offence punishable for a term of imprisonment of three
years or more under section 135 shall be non-cognizable.

Sub-section (6) thereof seeks to provide that offence punishable for a term of imprisonment of three years or
more under section 135 shall be cognizable.

These amendments will take effect from the date on which this Bill receives the assent of the President.
Clause 121 of the Bill seeks to insert a new section 104A in the Customs Act relating to bail for offence

punishable for a term of imprisonment of three years or more under section 135 not to be granted without hearing
Public Prosecutor.

Sub-section (1) of aforesaid section seeks to provide that notwithstanding anything contained in the Code of
Criminal Procedure, 1973, no person accused of an offence punishable for a term of imprisonment of three years
or more under section 135 shall be released on bail or on his own bond unless –

(i) the Public Prosecutor has been given an opportunity to oppose the application for such release; and
(ii) where the Public Prosecutor opposes the application, the Magistrate is satisfied that there are reasonable

grounds for believing that he is not guilty of such offence and that he is not likely to commit any offence while on
bail. It further seeks to insert a proviso so as to provide that a person who is under the age of eighteen years or is a
woman or is sick or infirm may be released on bail if the Magistrate so directs. 

Sub-section (2) thereof seeks to provide that notwithstanding anything contained in the Code of Criminal
Procedure, 1973, no police officer shall, save as otherwise provided under this Act, investigate into an offence
under this Act unless specifically authorised by the Central Government by a general or special order, and subject
to such conditions as may be specified in the order.

These amendments will take effect from the date on which this Bill receives the assent of the President.
Clause 122 of the Bill seeks to amend clause (b) of section 122 of the Customs Act so as to substitute the words

“two lakh” with the words “five lakh” and to amend clause (c) thereof to substitute the words “ten thousand” with
the words “fifty thousand”.

These amendments will take effect from the date on which this Bill receives the assent of the President.
Clause 123 of the Bill seeks to substitute a new section for section 138 of the Customs Act to provide that

notwithstanding anything contained in the Code of Criminal Procedure, 1973, an offence under this Chapter
(other than the offence punishable for a term of imprisonment of three years or more under section 135) may be
tried summarily by a Magistrate.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 124 of the Bill seeks to amend clause (a) of section 153 of the Customs Act so as to substitute the words

“to the person for whom it is intended or to his agent” with the words “or by such courier services as may be
approved by the Commissioner of Customs”.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 125 of the Bill seeks to exempt the item specified in column (1) of the Second Schedule from the whole

of additional duty of customs with retrospective effect from the 1st day of March, 2011 up to the 16th day of March,
2012.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Customs Tariff
Clause 126 of the Bill seeks to amend section 8C of the Customs Tariff Act,  so as to align the provisions of the

section with the Transitional Product Specific Safeguard Mechanism under Chinese Accession Protocol.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 127 of the Bill seeks to amend the First Schedule to the Customs Tariff Act in the manner specified in

the Third Schedule so as to,—
(a) align the classification of certain entries with that of revised ISRI code of classification;
(b) incorporate changes in description of certain tariff items;
(c) revise the rate of  customs duty on certain tariff items; and
(d) insert a Chapter Note relating to classification of certain tariff items.  
Clause 128 of the Bill seeks to amend the Second Schedule to the Customs Tariff Act so as to increase the rate

of export duty on chromium ore and concentrates of all sorts from the existing Rs.3000 per tonne to 30% ad
valorem as specified in the Fourth Schedule.

Excise
Clause 129 of the Bill seeks to amend clause (i) of the Explanation to clause (b) of sub-section (3) of section 4

of the Central Excise Act, so as to incorporate the definition of the expression “inter-connected undertakings” on
the lines of the Monopolies and Restrictive Trade Practices Act, 1969, in view of its repeal by section 66 of Act 12 of
2003. This amendment will take effect from the date on which this Bill receives the assent of the President.

Clause 130 of the Bill seeks to amend section 9 of the Central Excise Act so as to substitute the words “one
lakh” with the words “thirty lakh”.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 131 of the Bill seeks to amend section 9A of the Central Excise Act so as to substitute sub-section (1)

thereof to provide that notwithstanding anything contained in the Code of Criminal Procedure, 1973, all offences
under that Act except an offence punishable for a term of imprisonment of three years or more under section 9
shall be non-cognizable.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 132 of the Bill seeks to amend sub-section (5) of section 11A of the Central Excise Act, so as to substitute

certain words therein. It further seeks to substitute sub-section (8) of said section 11A so as to provide for exclusion
of the period of stay granted by court or tribunal in respect of service of notice in computing the period referred to
in clause (a) of sub-section (1) or sub-section (4) or sub-section (5).

These amendments will take effect from the date on which this Bill receives the assent of the President.
Clause 133 of the Bill seeks to amend clauses (a) and (b) of sub-section (1) of section 11AC of the Central Excise

Act so as to insert certain words therein.  It further seeks to amend clause (c) of said sub-section (1) so as to provide
that the benefit of reduced penalty shall be available only if such amount of penalty is paid within the said period
of thirty days.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 134 of the Bill seeks to amend section 12F of the Central Excise Act so as to substitute sub-section (2)

thereof to provide that the provisions of the Code of Criminal Procedure, 1973 relating to search and seizure shall,
so far as may be, apply to search and seizure under this section subject to the modification that sub-section (5) of
section 165 of the said Code shall have effect as if for the word “Magistrate”, wherever it occurs, the words
“Commissioner of Central Excise” were substituted.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 135 of the Bill seeks to substitute new sections 13 and 13A for section 13 of the Central Excise Act. 
The proposed section 13 seeks to provide for power to arrest.
Sub-section (1) of aforesaid section seeks to provide that if an officer of Central Excise empowered in this

behalf by general or special order of the Commissioner of Central Excise has reason to believe that any person has
committed an offence punishable under this Act, he may arrest such person and shall, as soon as may be, inform
him of the grounds for such arrest.

Sub-section (2) of aforesaid section seeks to provide that every person arrested under sub-section (1) for an
offence shall, without unnecessary delay, be taken to a Magistrate. 

Sub-section (3) of aforesaid section sseeks to provide that where an officer of Central Excise has arrested any
person under 

sub-section (1), for any offence (other than an offence punishable  for a term of imprisonment of three years
or more under section 9), he shall, for the purpose of releasing such person on bail or otherwise, have the same
powers and be subject to the same provisions as the officer-in-charge of a police-station has, and is, subject to,
under the Code of Criminal Procedure, 1973.

Sub-section (4) of aforesaid section seeks to provide that notwithstanding anything contained in the Code of
Criminal Procedure, 1973, all offences under this Act, (except an offence punishable for a term of imprisonment of
three years or more under section 9) shall be bailable.

Sub-section (5) of aforesaid section seeks to provide that offences punishable for a term of imprisonment of
three years or more under section 9 shall be cognizable.

The proposed new section 13A seeks to provide that bail for offence punishable for a term of imprisonment of
three years or more under section 9 shall not be granted without hearing Public Prosecutor.

Sub-section (1) of the proposed section seeks to provide that notwithstanding anything contained in the Code
of Criminal Procedure, 1973, no person accused of an offence punishable for a term of imprisonment of three years
or more under section 9 shall be released on bail or on his own bond unless –

(i) the public prosecutor has been given an opportunity to oppose the application for such release; and
(ii) where the public prosecutor opposes the application, the Magistrate is satisfied that there are reasonable

grounds for believing that he is not guilty of such offence and that he is not likely to commit any offence while on bail.
It further seeks to insert a proviso to provide that a person who is under the age of eighteen years or is a

woman or is sick or infirm may be released on bail if the Magistrate so directs.
Sub-section (2) thereof seeks to provide that notwithstanding anything contained in the Code of Criminal

Procedure, 1973, no police officer shall, save as otherwise provided under this Act, investigate into an offence
under this Act unless specifically authorised by the Central Government by a general or special order, and subject
to such conditions as may be specified in the order.

These amendments will take effect from the date on which this Bill receives the assent of the President.
Clause 136 of the Bill seeks to substitute a new section for section 18 of the Central Excise Act so as to provide

that all searches under this Act or the rules made thereunder and all arrests under this Act shall, save as otherwise
provided under this Act, be carried out in accordance with the provisions of the Code of Criminal Procedure, 1973,
relating respectively to searches and arrests under that Code.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 137 of the Bill seeks to omit section 19 of the Central Excise Act relating to disposal of persons arrested.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 138 of the Bill seeks to amend section 20 of the Central Excise Act so as to omit the words and figures

“under section 19”.  It further seeks to insert the words “in accordance with the provisions of this Act” after the
words “such Magistrate”.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 139 of the Bill seeks to amend the notification issued under sub-section (1) of section 5A of the Central

Excise Act bearing number G.S.R.62 (E), dated the 6th February, 2010 in the manner specified in the Fifth
Schedule so as to provide that the period of exemption of ten years for units undertaking substantial expansion
under the said notification shall be computed from the date of commencement of commercial production from
the expanded capacity.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 140 of the Bill seeks to amend the Third Schedule to the Central Excise Act in the manner specified in

the Sixth Schedule so as to insert S.No. 26A relating to tariff items 2402 20 10 to 2402 20 90 with a view to provide
that these items shall be covered under sub-clause (iii) of clause (f) of section 2 relating to deemed manufacture.

Central Excise Tariff
Clause 141 of the Bill seeks to amend the First Schedule to the Central Excise Tariff Act in the manner

specified in the Seventh Schedule so as to,—
(a) align the classification of certain entries with that of revised ISRI code of classification;
(b) incorporate changes in description of certain tariff items;
(c) revise tariff rates in respect of certain tariff items;
(d) insert Chapter Notes relating to classification of certain tariff items and to deem that certain processes

shall amount to manufacture.
Clause 142 of the Bill seeks to insert a new Chapter Note 1A in Chapter 54 of the Central Excise Tariff Act so as

to provide that notwithstanding anything contained in Note 1, man-made fibre such as polyester staple fibre and
polyester filament yarn manufactured from plastic and plastic waste including waste polyethylene terephthalate
bottles shall be classified as textile material under Chapter 54 or Chapter 55, as the case may be”, with
retrospective effect from the 29th June, 2010.

Sub-clause (2) of the said clause seeks to validate any action taken for the recovery of duty of excise during the
period commencing from the 29th June, 2010 and ending with the date on which the Finance Bill, 2012 receives
the assent of the President.  It further seeks to provide a time limit of one month to pay the duty of excise and in
case of failure, interest at the rate of twenty-four per cent. per annum shall be payable along with the duty of
excise.

It also seeks to provide that in computing the amount of duty which is recoverable as above, the assessee shall
be entitled to take into account the benefit of CENVAT Credit under the CENVAT Credit Rules, 2004, if the same
has not been availed by such assessee for reason of such goods being treated as non-excisable or exempted goods.

This amendment will take effect from the date on which this Bill receives the assent of the President.

Service tax
Clause 143 of the Bill seeks to amend Chapter V of the Finance Act, 1994, relating to service tax, with a view to

replace the existing system of taxation of services based on specified description of services with a new system of
taxation of all services other than the services specified in the negative list, in the following manner— Sub-clause
(A) seeks to insert a proviso in section 65 so as to provide that the provisions of that section shall not apply with
effect from such date as the Central Government may, by notification, appoint. 

Sub-clause (B) seeks to insert a new sub-section (3) in section 65A so as to provide that the provisions of that
section shall not apply with effect from such date as the Central Government may, by notification, appoint.

Sub-clause (C) seeks to insert a new section 65B with effect from such date as the Central Government may,
by notification, appoint so as to define the following expressions— actionable claim, advertisement, agriculture,
agricultural extension, agricultural produce, Agricultural Produce Marketing Committee or Board, aircraft,
airport, amusement facility, Appellate Tribunal, approved vocational education course, assessee, associated
enterprise, authorised dealer of foreign exchange, betting or gambling, Board, business entity, Central Electricity
Authority, Central Transmission Utility, courier agency, customs station, declared service, electricity
transmission or distribution utility, entertainment event, goods, goods transport agency, India, information
technology software, inland waterway, interest, local authority, metered cab, money, negative list, non-taxable
territory, notification, person, port, prescribed, process amounting to manufacture or production of goods,
renting, Reserve Bank of India, securities, service, Special Economic Zone, stage carriage, State Electricity Board,
State Transmission Utility, support services, tax, taxable service, taxable territory, vessel, works contract.

This amendment shall have effect from such date as the Central Government may, by notification in the
Official Gazette, appoint.

Sub-clause (D) seeks to insert a proviso in section 66 so as to provide that the provisions of that section shall
not apply with effect from such date as the Central Government may, by notification, appoint. 

Sub-clause (E) seeks to insert a new sub-section (3) in section 66A so as to provide that the provisions of that
section shall not apply with effect from such date as the Central Government may, by notification, appoint.

Sub-clause (F) seeks to insert new sections 66B, 66C, 66D, 66E and 66F with effect from such date as the
Central Government may, by notification, appoint.

Proposed section 66B seeks to levy service tax at the rate of twelve per cent. on the value of services, other
than services specified in the negative list, provided or agreed to be provided in the taxable territory by a person
to another. 



Proposed section 66C seeks to empower the Central Government to make rules to determine the place of
provision of service having regard to the nature and description of various services.

Proposed section 66D seeks to specify the following list of services as the negative list:— 
(a) services by Government or a local authority excluding the following services to the extent they are not

covered elsewhere,—
(i) services by the Department of Posts by way of speed post, express parcel post, life insurance and agency

services provided to a person other than Government;

(ii) services in relation to an aircraft or a vessel, inside or outside the precincts of a port or an airport;
(iii) transport of goods or passengers; or
(iv) support services, other than services covered under clauses (i) to (iii) above, to business entities;
(b) services by the Reserve Bank of India;
(c) services by a foreign diplomatic mission located in India;
(d) services relating to agriculture by way of:—
(i) agricultural operations directly related to production of any agricultural produce including 

cultivation, harvesting, threshing, plant protection or seed testing;
(ii) supply of farm labour;
(iii) processes carried out at an agricultural farm including tending, pruning, cutting, harvesting, 

drying, cleaning, trimming, sun drying, fumigating, curing, sorting, grading, cooling or 
bulk packaging and such like operations which do not alter essential characteristics of 
agricultural produce but make it only marketable for the primary market;

(iv) renting or leasing of agro machinery or vacant land with or without a structure incidental to its use;
(v) loading, unloading, packing, storage or warehousing of agricultural produce;
(vi) agricultural extension services;
(vii) services by any Agricultural Produce Marketing Committee or Board or services provided by a 

commission agent for sale or purchase of agricultural produce;
(e) trading of goods;
(f) any process amounting to manufacture or production of goods;
(g) selling of space or time slots for advertisements other than advertisements broadcast by radio or 

television;
(h) service by way of access to a road or a bridge on payment of toll charges;
(i) betting, gambling or lottery;
(j) admission to entertainment events or access to amusement facilities;
(k) transmission or distribution of electricity by an electricity transmission or distribution utility;
(l) services by way of—
(i) pre-school education and education up to higher secondary school or equivalent;
(ii) education as a part of a curriculum for obtaining a qualification recognised by law;
(iii) education as a part of an approved vocational education course;
(m) services by way of renting of residential dwelling for use as residence;
(n) services by way of:—
(i) extending deposits, loans or advances in so far as the consideration is represented by way of interest 

or discount;
(ii) inter se sale or purchase of foreign currency amongst banks or authorised dealers of foreign 

exchange to deal in foreign exchange or foreign securities or amongst banks and such dealers; 
(o) service of transportation of passengers, with or without accompanied belongings, by—
(i) a stage carriage;
(ii) railways in a class other than—
(A) first class; or
(B) an air-conditioned coach;
(iii) metro, monorail or tramway;
(iv) inland waterways;
(v) public transport, other than predominantly for tourism purpose, in a vessel of less than fifteen 

tonne net;
(vi) metered cabs, radio taxis or auto rickshaws;
(p) services by way of transportation of goods—
(i) by road except the services of—
(A) a goods transportation agency; or
(B) a courier agency;
(ii) by an aircraft or a vessel from a place outside India to the first customs station of landing in India; or
(iii) by inland waterways;
(q) funeral, burial, crematorium or mortuary services including transportation of the deceased.

Proposed section 66E seeks to declare the following activities as declared services which shall constitute services
for the purpose of Chapter V of the  Finance Act, 1994:—

(a) renting of immovable property;
(b) construction of a complex, building, civil structure or a part thereof, including a complex or building

intended for sale to a buyer, wholly or partly, except where the entire consideration is received after
issuance of certificate of completion by the competent authority and to define “competent 
authority” and “construction” by way of explanations.

(c) temporary transfer or permitting the use or enjoyment of any intellectual property right;
(d) development, design, programming, customisation, adaptation, upgradation, enhancement, 

implementation of information technology software;
(e) agreeing to the obligation to refrain from an act, or to tolerate an act or a situation, or to do an act;
(f) transfer of goods by way of hiring, leasing, licensing or in any such manner without transfer of right 

to use such goods;
(g) activities in relation to delivery of goods on hire purchase or any system of payment by instalments;
(h) service portion in the execution of a works contract;
(i) service portion in an activity wherein goods, being food or any other article of human consumption 

or any drink (whether or not intoxicating) is supplied in any manner as a part of the activity;

Proposed section 66F seeks to provide for principles of interpretation of specified descriptions of services or
bundled services.

Sub-clause (G) seeks to amend section 67, so as to omit clause (b) of the Explanation thereto.  
The amendments made by sub-clauses (A), (B), (C), (D), (E), (F) and (G) will come into force from a date to be

notified by the Central Government.
Sub-clause (H) proposes to insert new section 67A, with a view to provide for date of determination of rate of

tax, value of taxable service and rate of exchange. 
This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (I) seeks to amend section 68 with a view to insert a proviso in sub-section (2), for the purpose of

empowering the Central Government to notify the services and the extent of service tax payable.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (J) seeks to insert new section 72A with a view to provide for a special audit to be carried out by a

chartered accountant or cost accountant nominated by the Commissioner.  The special audit shall be ordered
where the service tax assessee has failed to declare or determine the value of taxable service or has availed and
utilised credit of duty or tax beyond the normal limit or by means of, collusion or wilful mis-statement or he is
having operations spread out in multiple locations. It is further proposed to provide that the chartered accountant
or as the case may be, the cost accountant shall submit a report to the Commissioner on completion of the audit
and such audit may be ordered even though such accounts had been audited under any other law for the time
being in force.   Before initiating proceedings on the basis of the report, a reasonable opportunity of being heard
shall be given to the service tax assessee so audited.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (K) seeks to amend section 73, with a view to increase the period of issue of notice from one year

to eighteen months.  It is further proposed to insert sub-section (1A) with a view to provide that where a notice or
notices have been served under sub-section (1), service of a statement of details of service tax not levied, or not
paid or short levied or short paid or erroneously refunded, on the person chargeable with service tax, shall be
deemed to be service of notice on such person if the grounds relied upon are the same.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (L) seeks to amend section 80 with a view to provide for penalty waiver on the service tax payable

on service of renting of immovable property as on the 6th day of March, 2012, subject to the condition that the
service tax and interest are paid in full within a period of six months from the date on which the Finance Bill, 2012
receives the assent of the President.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (M) seeks to amend section 83 with a view to make certain provisions of the Central Excise Act

applicable to the service tax. 
This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (N) seeks to amend section 85 to provide for the period of limitation for filing appeal before the

Commissioner (Appeals) as two months extendable by one month from the date of receipt of decision or order of
the adjudicating authority. The period of limitation extended by this sub-clause shall be applicable for all
decisions or orders passed by the adjudicating authority on or after the date on which the Finance Bill, 2012
receives the assent of the President.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (O) seeks to amend section 86 with a view to provide for the period of limitation for filing appeal

before the Tribunal as four months from the date of receipt of order by the Committee of Chief Commissioners or
Committee of Commissioners.  The period of limitation extended by this sub-clause shall be applicable for all
decisions or orders passed after the date on which the Finance Bill, 2012 receives the assent of the President.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (P) seeks to amend section 88 to substitute the word ‘duty’ with the word ‘tax’. 
This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (Q) seeks to amend section 89, with a view to make evasion of payment of service tax knowingly

committed, a punishable offence. 
This amendment will take effect from the date on which this Bill receives the assent of the President.

Sub-clause (R) seeks to amend section 93A, so as to provide for rebate of service tax on taxable services used
for export of goods, after the stage of manufacture, processing or removal. 

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (S) seeks to insert a new section 93B in the Finance Act, 1994 with a view to provide that all the

rules made under section 94 and applicable to taxable services shall also be applicable to services other than
taxable services in so far as they are relevant to the determination of any tax liability, refund, credit of service tax
or duties paid on inputs and input services or for carrying out the provisions of Chapter V of the Finance Act, 1994.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (T) seeks to amend sub-section (2) of section 94, to omit clause (ee), to amend clause (hhh) and to

insert new clauses (i) and (j) relating to power to make rules. 
These amendments will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (U) seeks to amend section 95 of the said Act, so as to empower the Central Government to issue

orders for removal of difficulty in case of certain provisions inserted by the proposed legislation in this Chapter,
up to two years from the date of enactment of the Finance Bill, 2012. 

This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (V) seeks to amend sub-section (2) of section 96C so as to substitute clause (e) thereof to provide

for admissibility of credit of duty or tax in terms of rules made in this regard.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Sub-clause (W) seeks to insert section 97 and 98, with a view to extend service tax exemption retrospectively

for repair of roads and non-commercial Government buildings for the period specified in the respective sections. 
These amendments will take effect from the date on which this Bill receives the assent of the President.
Clause 144 of the Bill seeks to give retrospective effect to sub-rule (6A) of rule 6, inserted vide the notification

of the Government of India number G.S.R. 134(E), dated the 1st March, 2011, in the CENVAT Credit Rules, 2004,
from the 10th day of February, 2006 in the manner specified in the Eighth Schedule.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 145 of the Bill, seeks to give retrospective effect to the notification of the Government of India number

G.S.R. 566(E), dated the 25th July, 2011, from the 16th day of June, 2005, so as to allow the service tax exemption
to a club or association service provided by a club or association, including cooperative societies, in relation to the
project, under the said notification.  The notification explains the expression “project” to mean common facility
set up for treatment of effluents and solid wastes, with the Central Government’s or State Government’s financial
assistance. 

This amendment will take effect from the date on which this Bill receives the assent of the President.
Fiscal Responsibility and Budget Management 
Chapter VI (containing clauses 146-150) provides for amendments in the Fiscal Responsibility and Budget

Management Act, 2003. Clause 146 seeks to amend section 2 of the aforesaid Act so as to insert the new clauses
(aa) and (bb) defining the expressions of “effective revenue deficit” and “grants for creation of capital assets”.
Clause 147 seeks to amend section 3 of the aforesaid Act relating to fiscal policy statements to be laid before
Parliament. It is proposed to amend sub-section (1) of the said section so as to insert a new clause (d) relating to
the Medium-term Expenditure Framework Statement which is also a statement of fiscal policy in addition to the
statements of the fiscal policy specified therein.  It further seeks to insert new sub-sections (1A)  and (1B) in the
aforesaid section so as to provide that the statements referred to in clauses (a) to (c) of sub-section (1) shall be
followed up with the Medium-term Expenditure Framework Statement with detailed analysis of underlying
assumptions. The proposed new sub-section (1B) provides that the Central Government shall lay the Medium-
term Expenditure Framework Statement referred to in clause (d) of sub-section (1) before both Houses of
Parliament, immediately following the Session of Parliament in which the policy statements referred to in clauses
(a) to (c) were laid under sub-section (1).  It also seeks to insert a new sub-section (6A) in the aforesaid section so
as to provide that (a) the Medium-term Expenditure Framework Statement shall set forth a three-year rolling
target for prescribed expenditure indicators with specification of underlying assumptions and risk involved; (b)
the Medium-term Expenditure Framework Statement shall, inter alia, contain the expenditure commitment of
major policy changes involving new service, new instruments of service, new schemes and programmes; the
explicit contingent liabilities, which are in the form of stipulated annuity payments over a multi-year time-frame;
and the detailed breakup of grants for creation of capital assets.  It also seeks to amend sub-section (7) of the
aforesaid section so as to include the “Medium-term Expenditure Framework Statement” in the said sub-section
for the purpose of prescribing the form with respect to the said Statement.

Clause 148 seeks to amend section 4 of the aforesaid Act relating to fiscal management principles. The
existing provisions of sub-section (1) of the aforesaid section provide that the Central Government shall take
appropriate measures to reduce the fiscal deficit and revenue deficit so as to eliminate revenue deficit by the 31st
March, 2009 and thereafter build up adequate revenue surplus. Sub-section (2), inter alia, provides that the
Central Government shall, by rules made by it, specify the annual targets for reduction of fiscal deficit and
revenue deficit during the period beginning with the commencement of this Act and ending on 31st March,
2009.It is proposed to amend the aforesaid sub-section (1) so as to provide that the Central Government shall take
appropriate measures to reduce the fiscal deficit, revenue deficit and effective revenue deficit to eliminate the
effective revenue deficit by the 31st March, 2015 and thereafter build up adequate effective revenue surplus and
also to reach revenue deficit of not more than two per cent. of Gross Domestic Product by the 31st March, 2015 and
thereafter as may be prescribed by rules made by the Central Government. It further seeks to amend the aforesaid
sub-section (2) so as to include therein the expression “effective revenue deficit” and enhance the existing time
period from 31st March, 2009 to 31st March, 2015.

Clause 149 seeks to insert a new section 7A in the aforesaid Act relating to laying of review report before
Parliament. It provides that the Central Government may entrust the Comptroller and Auditor-General of India
to review periodically as required, the compliance of the provisions of this Act and such reviews shall be laid on
the table of both Houses of Parliament.

Clause 150 seeks to amend sub-section (2) of section 8 of the aforesaid Act relating to power to make rules. It
proposes to make certain amendments which are consequential in nature.  

This clause will take effect from the date on which this Bill receives the assent of the President.
Miscellaneous
Clause 151 of the Bill seeks to amend the Schedule to the Oil Industry (Development) Act, 1974 so as to

increase the rate of cess levied on crude oil.
Clause 152 of the Bill seeks to amend the Seventh Schedule to the Finance Act, 2001 so as to make certain

amendments as specified in the Ninth Schedule.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 153 of the Bill seeks to amend section 98 of the Finance (No. 2) Act, 2004 relating to charge of securities

transaction tax.It is proposed to amend the Table below the said section which specifies the rates at which the
securities transaction tax shall be charged.It is proposed to reduce the rates of securities transaction tax from
0.125 per cent. to 0.1 per cent. in respect of the taxable securities transactions of the equity shares or units of equity
oriented fund of the nature referred to in column (2) of the said Table against serial numbers 1 and 2 thereof.This
amendment will take effect from 1st July, 2012.

Clause 154 of the Bill seeks to amend the Seventh Schedule to the Finance Act, 2005 so as to make certain
amendments as specified in the Tenth Schedule.

This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 155 of the Bill seeks to amend section 73 of the Finance Act, 2010 with a view to substitute the word

“inputs” with the words “inputs or input services” with retrospective effect from the 8th day of May, 2010.
This amendment will take effect from the date on which this Bill receives the assent of the President.
Clause 156 of the Bill seeks to amend the Finance Act, 2011 so as to provide for a deeming clause that with

effect from the date of coming into force of the Finance Act, 2011, clause (b) of section 73 under the heading
“Central Excise Tariff” shall be deemed to have been inserted as section 70A under the heading “Excise”. It further
seeks to amend the Twelfth Schedule to the said Finance Act so as to substitute brackets, words, figures and letter
“[See section 73(b)] 

In the Third Schedule to the Central Excise Tariff Act” with the words “[see section 70A],
In the Third Schedule to the Central Excise Act”.
This amendment will take effect from the date on which this Bill receives the assent of the President.

MEMORANDUM  REGARDING DELEGATED LEGISLATION
Clause 10 of the Bill seeks to insert sections 35CCC and 35CCD in the Income-tax Act relating to “Expenditure

on agricultural extension project” and “Expenditure on skill development project”.
The proposed new section 35CCC seeks to provide that where an assessee incurs any expenditure on

agricultural extension project notified by the Board in accordance with the guidelines as may be prescribed, then,
there shall be allowed a deduction of a sum equal to one and one-half times of such expenditure.

Accordingly, it is proposed to confer power upon the Board to notify the “agricultural extension project” and
to empower the Board to make rules relating to guidelines for the purposes of the said section.

The proposed new section 35CCD seeks to provide that where a company incurs an expenditure (not being
expenditure in the nature of cost of any land or building) on any skill development project notified by the Board
in accordance with the guidelines as may be prescribed, then, there shall be allowed a deduction of a sum equal
to one and one-half times of such expenditure.

Accordingly, it is proposed to confer power upon the Board to notify the “skill development project” and to
empower the Board to make rules relating to guidelines for the purposes of the said section.

Clause 21 of the Bill seeks to amend section 56 of the Income-tax Act relating to income from other sources.
The proposed amendment seeks to insert a new clause (viib) with an explanation in sub-section (2) of the said

section. The explanation to the said new clause provides that the fair market value of the shares shall be the value
as may be determined in accordance with such method as may be prescribed.

Accordingly, the proposed amendment empowers the Board to make the rules so as to determine the fair
market value of the shares.

Clause 31 of the Bill seeks to amend section 90 of the Income-tax Act relating to agreement with foreign
countries or specified territories.

The proposed amendment seeks to insert a new sub-section (4) in the aforesaid section 90 so as to provide
that an assessee, not being a resident, to whom an agreement referred to in sub-section (1) applies, shall not be
entitled to claim any relief under such agreement unless a certificate, containing such particulars as may be
prescribed, of his being a resident in any country outside India or specified territory outside India, as the case may
be, is obtained by him from the Government of that country or specified territory.

The proposed amendment empowers the Board to make rules for specifying the particulars with respect to
the certificate to be obtained by the assessee from the Government of that country or specified territory.

Clause 32 of the Bill seeks to amend section 90A of the Income-tax Act relating to adoption by Central

Government of agreement between specified associations for double taxation relief.
The proposed amendment seeks to insert a new sub-section (4) in the aforesaid section 90A so as to provide

that an assessee, not being a resident, to whom the agreement referred to in sub-section (1) applies, shall not be
entitled to claim any relief under such agreement unless a certificate, containing such particulars as may be
prescribed, of his being a resident in any specified territory outside India is obtained by him from the Government
of that specified territory.

The proposed amendment empowers the Board to make rules for specifying the particulars with respect to
the certificate to be obtained by the assessee from the Government of that specified territory.

Clause 35 of the Bill seeks to insert a new section 92BA in the Income-tax Act relating to meaning of specified
domestic transaction. 

Clause (vi) of the proposed new section empowers the Board to make rules relating to any other specified
domestic transaction not being an international transaction.

Clause 39 of the Bill seeks to insert new sections 92CC and 92CD in the Income-tax Act relating to advanced
pricing agreement and effect to advance pricing agreement. 

Sub-section (9) of the proposed new section 92CC empowers the Board to make rules relating to the scheme
specifying therein the manner, form, procedure and any other matter generally in respect of the advance pricing
agreement.

Clause 40 of the Bill seeks to insert a new Chapter-XA in the Income-tax Act relating to General anti-
avoidance rule. 

Section 101 of the aforesaid Chapter seeks to provide that the provisions of the said Chapter shall be applied
in accordance with such guidelines and subject to such conditions and the manner as may be prescribed. 

It is proposed to empower the Board to make rules relating to guidelines for application of the provisions of
the said Chapter.

Clause 48 of the Bill seeks to substitute a new section for section 115JC of the Income-tax Act relating to
special provisions for payment of tax by certain persons other than a company.

Sub-section (3) of the aforesaid new section 115JC seeks to provide that every person to whom section 115JC
applies shall obtain a report, in such form as may be prescribed from an accountant, certifying that the adjusted
total income and the alternate minimum tax have been computed in accordance with the provisions of this
Chapter and furnish such report on or before the due date of furnishing of return of income under sub-section (1)
of section 139.

Accordingly, the Board is empowered to make rules for the purposes of the said section.  
Clause 56 of the Bill seeks to amend section 139 of the Income-tax Act relating to return of income.
Sub-clause (a) of the said clause seeks to insert a proviso in sub-section (1) of the said section so as to provide

that a person, being a resident, who is not required to furnish a return under this sub-section and who during the
previous year has any asset (including any financial interest in any entity) located outside India or signing
authority in any account located outside India, shall furnish, on or before the due date, a return in respect of his
income or loss for the previous year in such form and verified in such manner and setting forth such other
particulars as may be prescribed.

Accordingly, the Board is empowered to make rules for the purposes of the said section.
Clause 59 of the Bill seeks to insert a new section 144BA in the Income-tax Act relating to reference to

Commissioner in certain cases.
Sub-section (15) of the new section 144BA empowers the Board to make rules for the purposes of the efficient

functioning of the approving panel and expeditious disposal of the references received under sub-section (4) of
the said section.

Clause 64 of the Bill seeks to amend section 153A of the Income-tax Act relating to assessment in case of
search or requisition.

The proposed amendment seeks to insert a proviso in sub-section (1) of the aforesaid section so as to provide
that the Central Government may by rules made by it and published in the Official Gazette (except in cases where
any assessment or reassessment has abated under the second proviso), specify the class or classes of cases in
which the Assessing Officer shall not be required to issue notice for assessing or reassessing the total income for
six assessment years immediately preceding the assessment year relevant to the previous year in which search is
conducted or requisition is made.

Accordingly, the proposed amendment empowers the Central Government to make rules for the purposes of
the said section.

Clause 66 of the Bill seeks to amend section 153C of the Income-tax Act relating to assessment of income of
any other person.

The proposed amendment seeks to insert a proviso in sub-section (1) of the aforesaid section so as to provide
that the Central Government may by rules made by it and published in the Official Gazette, specify the class or
classes of cases in respect of such other person, in which the Assessing Officer shall not be required to issue notice
for assessing or reassessing the total income for six assessment years immediately preceding the assessment year
relevant to the previous year in which search is conducted or requisition is made except in cases where any
assessment or reassessment has abated.

Accordingly, the proposed amendment empowers the Central Government to make rules for the purposes of
the said section.

Clause 73 of the Bill seeks to insert new section 194LAA in the Income-tax Act relating to payment of transfer
of certain immovable property other than agricultural land.

Sub-section (4) of the proposed new section seeks to provide that notwithstanding anything contained in any
other law for the time being in force, where any document required to be registered under the provisions of sub-
clause (a) to clause (e) of sub-section (1) or sub-section (1A) of section 17 of the Indian Registration Act, 1908,
purports to transfer, assign, limit or extinguish the right, title or interest of any person to or in any immovable
property and in respect of which tax is required to be deducted under sub-section (1), no registering officer shall
register any such document, unless the transferee furnishes the proof of deduction of income-tax in accordance
with the provisions of this section and payment of sum so deducted to the credit of the Central Government in the
prescribed form.

Accordingly, the proposed amendment empowers the Central Government to make rules for the purposes of
the said section.

Clause 75 of the Bill proposes to amend section 195 of the Income-tax Act relating to other sums.
The proposed amendment seeks to insert sub-section (7) in the said section so as to provide that the Board

may by notification in the Official Gazette, specify a class of persons or cases, where the person responsible for
paying to a non-resident, not being a company, or to a foreign company, any sum, whether or not chargeable
under the provisions of this Act, shall make an application to the Assessing Officer to determine, by general or
special order, the appropriate proportion of sum chargeable, and upon such determination, tax shall be deducted
under sub-section (1) on that proportion of the sum which is so chargeable.

The proposed amendment, therefore, empowers the Board to issue a notification for the purposes of the said
section.

Clause 77 of the Bill proposes to amend section 201 of the Income-tax Act relating to consequences of failure
to deduct or pay.

The proposed amendment seeks to insert a new proviso in sub-section (1) of the said section so as to provide
that any person including the principal officer of a company, who fails to deduct the whole or any part of the tax
in accordance with the provisions of Chapter XVII-B on the sum paid to a resident or on the sum credited to the
account of a resident shall not be an assessee in default in respect of such tax if such resident has furnished his
return of income under section 139; has taken into account such sum for computing income in such return of
income; and has paid the tax due on the income declared by him in such return of income; and the person
furnishes a certificate to this effect from an accountant in such form as may be prescribed.

The proposed amendment, therefore, empowers the Board to make rules for the purposes of the said section.
Clause 79 of the Bill proposes to amend section 206C of the Income-tax Act relating to profits and gains from

the business of trading in alcoholic liquor, forest produce, scrap, etc.
The proposed amendment seeks to insert a new proviso in sub-section (6A) of the said section so as to provide

that any person, other than a person referred to in sub-section (1D), responsible for collecting tax in accordance
with the provisions of this section, who fails to collect the whole or any part of the tax on the amount received
from a buyer or licensee or lessee or on the amount debited to the account of the buyer or licensee or lessee shall
not be deemed to be an assessee in default in respect of such tax, if such buyer or licensee or lessee has furnished
his return of income under section 139; has taken into account such amount for computing income in such return
of income; and has paid the tax due on the income declared by him in such return of income and the person
furnishes a certificate to this effect from an accountant in such form as may be prescribed.

Accordingly, the proposed amendment empowers the Board to make rules for the purposes of the said section.
Clause 106 of the Bill seeks to insert the new section 280A in Chapter XXII of the Income-tax Act relating to

Special Courts.
The proposed new section 280A seeks to provide that the Central Government, in consultation with the Chief

Justice of the High Court, may, for trial of offences punishable under this Chapter, by notification, designate one
or more courts of Magistrate of first class as Special Court for such area or areas or for such cases or class or group
of cases as may be specified in the notification.

The proposed new section is, therefore, empowers the Central Government to issue a notification for the
purposes of the said section.

Clause 118 of the Bill seeks to amend section 47 of the Customs Act relating to clearance of goods for home
consumption.

Sub-clause (a) of the said clause seeks to insert a new proviso in sub-section (2) empowering the Central
Government by notification, in the Official Gazette, to specify the class or classes of importers who shall pay the
import duty electronically.

Clause 143 of the Bill seeks to amend Chapter V of the Finance Act, 1994 relating to Service tax.
Sub-clause (A) of said clause seeks to insert a proviso in section 65 so as to provide that the provisions of

section 65 shall not apply with effect from such date as the Central Government may, by notification, appoint.
Sub-clause (B) of aforesaid clause seeks to insert a new section 65A so as to provide that the provisions of

section 65A shall not apply with effect from such date as the Central Government may, by notification, appoint.
Sub-clause (C) of aforesaid clause seeks to insert a new section 65B to provide for interpretation of various

expressions, with effect from such date as the Central Government may, by notification, appoint.
Sub-clause (D) of aforesaid clause seeks to insert a proviso in section 66 so as to provide that the provisions

of section 66 shall not apply with effect from such date as the Central Government may, by notification, appoint.
Sub-clause (E) of aforesaid clause seeks to insert a new sub-section (3) in section 66A so as to provide that

the provisions of section 66A shall not apply with effect from such date as the Central Government may, by
notification, appoint.

Sub-clause (F) of aforesaid clause seeks to insert new sections 66B, 66C, 66D, 66E and 66F therein with
effect from such date as the Central Government may, by notification, appoint.

The proposed section 66B empowers the Central Government to make rules in respect of the manner of
collection of service tax.

The proposed new section 66C seeks to provide for determination of place of provision of service. Sub-
caluse (1) thereof seeks to provide that the Central Government may, having regard to the nature and description
of various services, by rules made in this regard, determine the place where such services are provided or
deemed to have been provided or agreed to be provided or deemed to have been agreed to be provided.

Sub-clause (G) of aforesaid clause seeks to omit sub-clause (b) in the Explanation to section 67, with effect
from such date as the Central Government may, by notification, appoint.

Sub-clause (I) of aforesaid clause seeks to amend section 68 thereof relating to payment of service tax.
Item (i) of the said sub-clause (I) seeks to amend sub-section (2) so as to substitute the words “any taxable

service notified” appearing in sub-section (2) of section 68, with the words “such taxable services as may be
notified”, with effect from such date as the Central Government may, by notification, appoint.

Item (ii) of the said sub-clause (I) seeks to insert a new proviso in the said sub-section (2), with effect from
such date as the Central Government may, by notification, appoint.

Sub-clause (T) of aforesaid clause seeks to amend sub-section (2) of section 94 thereof.
Accordingly, the said section 94 empowers the Central Government to make rules.
Item (iii) of the said sub-clause (T) seeks to insert—
(a) a new clause (i) so as to empower the Central Government to provide for the amount to be paid for

compounding and the manner of compounding of offences;
(b) a new clause (j) so as to empower the Central Government to provide for the settlement of cases in

accordance with sections 31, 32 and 32A to 32P (both inclusive) in Chapter V of the Central Excise Act, 1944 as
made applicable to service tax vide section 83.

Clause 147 of the Bill proposes to amend section 3 of the Fiscal Responsibility and Budget Management Act,
2003 relating to “fiscal policy statement” to be laid before Parliament.

The proposed amendment seeks to insert a new sub-section (6A) in the said section. Clause (a) of sub-
section (6A) of said section seeks to provide that the Medium-term Expenditure Framework Statement shall set
forth a three-year rolling target for prescribed expenditure indicators with specifications of underlying
assumptions and risk involved.

Accordingly, the proposed amendment confers power upon the Central Government to make rules with
respect to the expenditure indicators with specifications of underlying assumptions and risks involved under
clause (a) of sub-section (6A) of section 3.

Clause 148 of the Bill proposes to amend section 4 of the Fiscal Responsibility and Budget Management Act,
2003 relating to “fiscal management principles”.

The proposed amendment seeks to substitute sub-section (1) of the aforesaid section so as to provide that
the Central Government shall take appropriate measures to reduce the fiscal deficit, revenue deficit and
effective revenue deficit to eliminate the effective revenue deficit by the 31st March, 2009 and thereafter build
up adequate effective revenue surplus and also to reach revenue deficit of not more than two per cent. of Gorss
Domestic Product by the 31st March, 2005 and thereafter as may be prescribed by the rules made by the Central
Government. 

Accordingly, the proposed amendment confers power upon the Central Government to make rules so as to
enhance the existing time period from 31st March, 2009 to 31st March, 2015 for the purpose of eliminating
revenue deficit.

The matters in respect of which notifications may be issued or rules may be made in accordance with the
provisions of the Bill are matters of procedure and detail and it is not practicable to provide for them in the Bill
itself.

The delegation of legislative power is, therefore, of a normal character.
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Automobile: “Petrol and diesel-driven cars having length exceeding four
metres and engine capacity of over 1,200 cc will now be charged with an ad
valorem duty of 27% and a fixed duty of ~15,000” —FM’s Budget Speech, March 16, 2012


