FINANCE BILL, 1972
(No. 12 of 1972)
(As introduced in the Lok Sabha on March 16, 1972.)

A Bill to give effect to the financial proposals of the Central Government for the
financial year 1972-73.

BE it enacted by Parliament in the Twenty-third Year of the Republic of
India as follows :(—

CHAPTERI
PRELIMINARY

1. Short title and commencement.—(!) This Act may be called the Finance
Act, 1972,

(2) Save as otherwise provided in this Act, sections 2 to 60 shall be deemed
to have come into force on the 1st day of April, 1972.

CHAPTERII
RATES OF INCOME-TAX

2. Income-tax.—(I) Subject to the provisions of sub-sections (2) and (3),
for the assessment year commencing on the lst day of April, 1972, income-tax
shall be charged at the rates specified in Part I of the First Schedule and shall
be increased,—

(a) in the cases to which Paragraphs A, B and D of that Part apply, by a
surcharge for purposes of the Union ;

(0) in the cases to which Paragraph C of that Part applies, by a surcharge
for purposes of the Union and a special surcharge for purposes of the Union ; and

(¢) in the cases to which Paragraphs E and F of that Part apply by a
surcharge,

calculated in each case in the manner provided therein.

(2) In making any assessment for the assessment year commencing on the
Ist day of April, 1972, where the total income of a company, other than the Life
Insurance Corporation of {ndia established under the Life Insurance Corporation
Act, 1956, includes any profits and gains from life insurance business, the income-
tax payable by it shall be the aggregate of the income-tax calculated—

(¢) on the amount of profits and gains from life insurance business so
included, at the rate applicable in the case of the Life Insurance Corporation of
India, in accordance with Paragraph E of Part I of the First Schedule, to that
part of its total income which consists of profits and gains from life insurance
business ; and

(¢t) on the remaining part of its total income, at the rate applicable to
the company on its total income.

(3) In cases to which Chapter XII or section 164 of the Income-tax Act,
1961 (hereinafter referred to as the Income-tax Act) applies, the tax chargeable
shall be determined as provided in that Chapter or that section, and with
reference to the rates imposed by sub-section (I) or the rates as specified in that
Chapter or section, as the case may be.

(¢) In cases in which tax has to be deducted under sections 193, 194, 194A,
194B and 195 of the Income-tax Act at the rates in force, the deduction shall be
made at the rates specified in Part IT of the First Schedule.



(5) In cases in which income-tax has to be calculated under the first proviso
to sub-section (5) of section 132 of the Income-tax Act or charged under sub-
section (¢) of section 172 or sub-section (2) of section 174 or section 175 or sub-
section (2) of section 176 of the said Act or deducted under section 192 of the
said Act from income chargeable under the head ‘" Salaries” or deducted
under sub-section (9) of section 80E of the said Act from any payment referred
to in the said sub-section (9) 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 calculated,
charged, deducted or computed at the rate or rates specified in Part III of the
First Schedule:

Provided that in respect of any income chargeable to tax under section 164
of the Income-tax Act at the rate of 65 per cent., ““advance tax ' shall be com-
puted at that rate,

(6) For the purposes of this section and the First Schedule,—

{(a) “ company in which the public are substantially interested” means
a company which is such a company as is referred to in section 108 of the
Income-tax Act;

(b) *“ domestic company ” means an Indian company, or any other com-
pany 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, 1972, 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 in accordance with the provisions of section 194 of that Act;

{(c) “industrial company "’ means a cempany which is mainly engaged in
the business of generation or distribution of electricity or any other form of
power or in the construction of ships or in the manufacture or processing of
goods or in mining.

Explanation.—TFor the purposes of this clause, a company shall be deemed to
be mainly engaged in the business of generation or distribution of electricity or
any other form of power or in the construction of ships or in the manufacture
or processing of goods or in mining, if the income attributable to any one or
more of the aforesaid activities included in its total income of the previous year
(as computed before making any deduction under Chapter VIA of the Income-
Act) is not less than 51 per cent. of such total income ;

(d) “ tax free security ’ means any security of the Central Government
issued or declared to be income-tax free, or any security of a State Government
issued income-tax free, the income-tax whereon is payable by the State Govern-
ment ;

(e) 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. Amendment of section 2.—In section 2 of the Income-tax Act,—-
(a) in clause (14), for sub-clause (77), the following sub-clause ishall be sub-
stituted with effect from the 1st day of April, 1973, namely :—
‘ (1¢) personal effects, that is to say, movable property (including wear-
ing apparel and furniture, but excluding jewellery) held for personal use by the
assessee or any member of his family dependent on him.



Explanation.—For the purposes of this sub-clause, “ jewellery ” includes—

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

(b) precious or semi-precious stones, whether or not set in any furniture,
utensil or other article or worked or sewn into any wearing apparel ; ’;

(b) in clause (24),—

(1) after sub-clause (i1), the following sub-clause shall be inserted with
effect from the st day of April, 1973, namely :—

‘(12a) voluntary contributions received by a trust created wholly or
partly for charitable or religious purposes‘or by an institution established wholly
or partly for such purposes, not being contributions made with a specific direc-
tion that they shall form part of the corpus of the trust or institution.

Explanation.—For the purposes of this sub-clause, “ trust ”’ includes any other
legal obligation;’;
{#1) after sub-clause (viii), the following sub-clause shall be inserted,
namely :—
““{1x) any winnings from lotteries, crossword puzzles, races including

horse races, card games and other games of any sort or from gambling or betting
of any form or nature whatsoever ;

(¢) in clause (37A4), in sub-clause {17), for the figures and letter ““ 194A”,
the figures and letters *“ 194A, 194B ” shall be substituted.

4, Amendment of section 10.—In section 10 of the Income-tax Act,—
(a) for clause (3), the following clause shall be substituted, namely :—
““(3) any receipts which are of a casual and non-recurring nature, not
being winnings from lotteries, to the extent such receipts do not exceed one
thousand rupees in the aggregate :

Provided that this clause shall not apply to—

(#) capital gains chargeable under the provisions of section 45 ; or

(¢1) receipts arising from business or the exercise of a profession or
occupation ; or

(113) receipts by way of addition to the remuneration of an employee ;”;
(b) in clause (10), with effect from the 1st day of April, 1973,—

(3) for the words “, a local authority or a corporation established by a
Central, State or Provincial Act , the words “or a local authority ”* shall be
substituted ;

(#1) for the portion beginning with the words “or any other gratuity "
and ending with the words ‘“ whichever is less;”, the following shall be sub-
stituted, namely :—

“ any other gratuity received by an employee on his retirement or on his
becoming incapacitated prior to such retirement or on termination of his employ-
ment, or any gratuity received by his widow, children or dependants on his
deatb, to the extent it does not, in either case, exceed one-half month’s salary for
each year of completed service, calculated on the basis of the average salary for
the three years 1mmed1ate]y preceding the year in which the gratuity is paid,
subject to a maximum of Rs. 24,000 or 15 months’ salary so calculated, whichever
isless;”;



(¢) in clause (25), after sub-clause (#1), the following sub-clause shall be
inserted with effect from the 1st day of April, 1973, namely :—
‘“(iv) any income received by the trustees on behalf of an approved
gratuity fund ; .

5. Amendment of section 11.—In section 11 of the Income-tax Act, in
clause (c) of sub-section (I), for the words “income from property held under
trust ”’ the words ““ income derived from property held under trust’ shall be
substitutéd with effect from the 1st day of April, 1973.

6. Substitution of new sections for section 12.—For section 12 of the Income-
tax Act, the following sections shall be substituted with effect from the 1st day of
April, 1973, namely :— .

«“12. Income of trusts or institutions from contributions.—Any voluntary
contributions received by a trust created wholly for charitable or religious
purposes or by an institution established wholly 1or such purposes (not being
contributions made with a specific direction that they shall form part of the
corpus of the trust or institution) shall for the purposes of section 11 be
deemed to be income derived from property held under trust wholly for charita-
ble or religious purposes and. the provisions of that section and section 13
shall apply accordingly.

124, Conditions as to registration of trusts, eic.—The provisions of section 11
and section 12 shall not apply in relation to the income of any trust or institu-
tion unless the following conditions are fulfilled, namely :—

(a) the person in receipt of the income has made an application for regis-
tration of the trust or institution in the prescribed form and in the prescribed
manner to the Commissioner before the 1st day of July, 1973, or before the expiry
of a period of one year from the date of the creation of the trust or the establish-
ment of the institution, whichever is later :

Provided that the Commissioner may, in his discretion, admit an application
for the registration of any trust or institution after the expiry of the period
aforesaid ; ‘

(b) where the total income of the trust or institution as computed under
this Act without giving effect to the provisions of section 11 and section 12
exceeds twenty-five thousand rupees in any previous year, the accounts of the
trust or institution for that year have been audited by an accountant as defined
in the Explanation below sub-section (2) of section 288 and the person in receipt
of the income furnishes along with the return of income tor the relevant assess-
ment year the report of such audit in the prescribed form duly signed and
verified by such accountant and setting forth such particulars as may be
prescribed.”.
7. Amendment of section 13.—In section 13 of the Income-tax Act, with
effect from the st day of April, 1973,—
(a) in sub-section (I),—
(4) in the opening portion, for the words and figures ““ Nothing contained

in section 11 ”’, the words and figures * Nothing contained in section 11 or sec-
tion 12 ” shall be substituted ;

(1) the following Explanation shall be inserted at the end, namely :—
‘“ Explanation.—For the purposes of sub-clause (i4) of clause (¢), in

determining whether any part of the income or any property of any trust or
institution is during the previous year used or applied, directly or indirectly,



for the benefit of any person referred to in sub-section (3), in so far as such use
or application relates to any period before the 1st day of July, 1972, no regard
shall be had to the amendments made to this section by section 7 of the Finance
Act, 1972.”;

(&) in sub-section (2), for clause (g), the following clause shall be substi-
tuted, namely :—

“(g) if any income or property of the trust or institution is diverted
during the previous year in favour of any person referred to in sub-section (3):

Provided that this clause shall not apply where the income, or the value of
the property or, as the case may be, the aggregate of the income and the value
of the property, so diverted does not exceed one thousand rupees ;" ;

(¢) in sub-section (3),—
(¢) after clause (c), the following clause shall be inserted, namely :(—
‘““(cc) any trustee of the trust or manager (by whatever name called)

of the institution;””;

{(#) in clause (d), for the words * or member”’, the words ‘“ member,
trustee or manager ’ shall be substituted ;

(#44) in clause (), for the brackets and letter ‘ (¢)”, the brackets and
letters ‘“ (c), (cc) ” shall be substituted ;

(4) in sub-section (4), for the word and figures “ section 11, the words
and figures * section 11 or section 12" shall be substituted ;

(¢) for Explanation 1, the following Explanation shall be substituted,
namely :—

¢ Explanation 1.—For the purposes of sections 11, 12, 12A and this

section, ‘‘ trust ” includes any other legal obligation and for the purposes of this
section “relative ", in relation to an individual, means—

(+) spouse of the individual ;

(13) brother or sister of the individual;

(¢47) brother or sister of the spouse of the individual ;

(¢v) any lineal ascendant or descendant of the individual;

(v) any lineal ascendant or descendant of the spouse of the individual ;

(vi) spouse of a person referred to in sub-clause (i), sub-clause (si),
sub-clause (sv) or sub-clause (v) ;

(vi7) any lineal descendant of a brothér or sister of either the indivi-
dual or of the spouse of the individual.”.

8. Amendment of section 45.—In section 45 of the Income-tax Act, for the
words, figures and letter “sections 53, 54 and 54B ", the words, figures and
letters ““ sections 53, 54, 54B and 54C ”’ shall be substituted with effect from the
Ist day of April, 1973.

9. Insertion of new section 54C.—In the Income-tax Act, after section 54B,
the following section shall be inserted with effect from the 1st day of April, 1973,
namely :—

‘54C. Capital gain on iransfer of jewellery held for personal use not to be
charged in certain cases.—Where the capital gain arises from the transfer of a
capital asset, being jewellery held for persomal use by the assessee or any
member of his family dependent on him, and the assessee has, within a period
of six months after such transfer, acquired any other jewellery for personal use



by the assessee or any member of his family dependent on him, the capital gain
shall be dealt with in accordance with the following provisions of this sectionm,
that is to say,—

(#) if the cost of the jewellery so acquired is not less than the full value
of the consideration received or accruing in respect of the transferred jewellery,
the whole of such capital gain shall not be charged under section 45 ; or

(43) if the cost of the jewellery so acquired is less than the full value of
the consideration received or accruing in respect of the transferred jewellery, so
much of the capital gain as bears to the whole of the capital gain the same pro-
portion as the cost of the jewellery so acquired bears to the full value of the
consideration received or accruing in respect of the transferred jewellery shall
not be charged under section 45.

Explanation.—For the purposes of this section, . jewellery * shall have the
same meaning as is assigned to it in the Explanation to sub-clause (i¢) of
clause (14) of section 2. .

10. Amendment of section 56.—In section 56 of the Income-tax Act in sub-
section (2), after clause (ia), the following clause shall be inserted, namely :—

“(sb) income referred to in sub-clause (¢x) of clause (24) of section 2; .

11. Insertion of new section 74A —In the Income-tax Act, after section 74,
the following section shall be inserted, namely :—

«74A. Losses from certain specified sources falling under the head *‘ Income
from other sources ”.~—(1) Where the net result of the computation made for any,
assessment year in respect of any source falling under the head  Income from
other sources ” and being a source specified in sub-section (2), is a loss, such loss
shall not be set off except against income, if any, from the same source.

(2) The sources referred to in sub-section (1) are—

(a) lotteries;

(b) crosssword puzzles;

(c) races including horse races ;
(d) card games;

(¢) other games of any sort ;

(f) gambling or betting of any form or nature whatsoever not falling under
any of the toregoing clauses.’.

12. Amendment of section 75.—In section 75 of the Income-tax Act, in sub-
section (1), for the figures and word “73 and 74", the figures, word and letter “73,
74 and 74A” shall be substituted.

13. Amendment of section 77.—In section 77 of the Income-tax Act, in
clause (a) of sub section (2), tor the words, brackets and figures “or sub-section (1)
of section 73 7, the words, brackets, figures and letter *,sub-section (1) of
section 73 or section 74A” shall be substituted.

14. Amendment of section 80A.—In section 80A of the Income-tax Act,—

(4) in sub-section (I), for the figures and letter “ 80U ”, the figures and
letter “ 80V ' shall be substituted ;

(b) in sub-section (3), for the word, figures and letter *“ section 80T, ", the
words, figures and letters ‘“ section 80T or section 80V,” shall be substituted.

15. Amendment of section 80B.—In section 80B of the Income-tax Act,
clause (7) shall be omitted with effect from the 1st day of April, 1973.



16. Amendment of section 80C.—In section 80C of the Income-tax Act, with
effect from the Ist day of April, 1973,—

(a) in sub-section (2),—
() in clause (a), in sub-clauses (74¢) and (:v), the word “or” shall be

inserted at the end and after sub-clause (iv) as so amended, the following sub-
clause shall be inserted, namely :—

‘(v) as a contribution for participation in the Unit-linked Insurance
Plan, 1971 (hereafter in this section referred to as the Unit-linked Insurance
Plan) made under section 19(1) (cc) of the Unit Trust of India Act, 1963 ;”;

(#1) in sub-clause () of clause (g), in item (3), the word “or’ shall be
inserted at the end and after item (3) as so amended, the following item shall be
inserted, namely :—

“(4) as a contribution for participation by any member of such associa-
tion or body in the Unit-linked Insurance Plan; " ;

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

“(5) If the assessee participating in the Unit-linked Insurance Plan, or in
the case of an assessee being an association of persons or a body of individuals
referred to in clause (g) of sub-section (2), the member thereof participating in the
Plan, terminates his participation in the Plan (by notice to that effect or where
he ceases to participate by reason of failure to pay any contribution, by not
reviving his participation) before contributions in respect of such participation
have been paid for five years, then—

(a) no deduction shall be allowed to the assessee under this section in
respect of the contribution, if any, paid in the previous year in which the parti-
cipation is so terminated ; and

(b) the deductions allowed in respect of the contributions paid in the
previous years preceding the previous year referred to in clause () shall be
deemed to be the income of the assessee of that previous year and shall be
chargeable to tax accordingly.

Explanation.—For the purposes of this sub-section, the deduction allowed
under this section in respect of the contribution paid in any previous year shall
be the amount by which the deduction allowed under this section for that year
exceeds the deduction which would have been allowed for that year if no such
contribution had been paid during that year.”.

17. Amendment of section 80G.—In section 80-G of the Income-tax Act, in
Explanation 2 below sub-section (5), with effect from the lst day of April,
1973,—

(a) in clause (7), for the word and figures *‘ section 11 ”*, the words, figures
and letter “ section 11, section 12 or section 124"’ shall be substituted ;

(b) in clause (4), for the word and figures ‘‘section 11 ”, the words and
figures “ section 11 or section 12 " shall be substituted.

18. Omission of section 80-I.—Section 80-I of the Income-tax Act shall
be omitted with effect from the 1st day of April, 1973.

19. Amendment of section 80J.—In section 80] of the Income-tax Act, with
effect from the 1st day of April, 1973,—

(2) in sub-section (I), for the brackets, words, figures and letters
“ (reduced by the aggregate of the deductions, if any, admissible to the assessee



under section 80H and section 80-I)”, the brackets, words, figures aand letter
‘“(reduced by the deduction, if any, admissible to the assessee under sec-
tion 80-H) ”’ shall be substituted ;

(b) in sub-section (3), the word, figures and letter “, section 80-I " shall be
omitted.

20. Amendment of section 80L.—In section 80L of the Income-tax Act, in
sub-section (!), with effect from the lst day of April, 1973,—

(@) in clause (vi3), the word “ or ”” at the end shall be omitted ;

(3) in clause (v#is), for the words “ member of the society,’, the words
‘ member of the society; or” shall be substituted ;

(c) after clause (vs7), the following clause shall be inserted, namely :—
“(4x) dividends from any co-operative society, ”.

2i. Omission of section 80-Q.—Section 80-Q of the Inceme-tax Act shall
be omitted with effect from the st day of April, 1973.

22. Insertion of new section 80-V.—After section 80-U of the Income-tax
Act, the following section shall be inserted, namely :—

“80-V. Deduction in respect of winmings from lottery.—Where the gross total
income of an assessee, not being a company, includes any income by way of
winnings from any lottery (such income being hereafter in this section referred
to as winnings), there shall be allowed, in computing the total income of the
assessee, a deduction from the winnings of an amount equal to,—

(a) in a case where the gross total income does not -exceed ten thousand
rupees or where the winnings do not exceed five thousand rupees, the whole of
such winnings ;

(b} in any other case, five thousand rupees as increased by a sum equal to
fifty per cent. of the amount by which the winnings exceed five thousand
rupees.”.

23. Substitution of new section for section 90.—For section 90 of the Income-
tax Act, the following section shall be substituted, namely :(—

“90. Agreement with forcign countries.—The Central Government may enter
into an agreement with the Government of any country outside India—

(a) for the granting of relief in respect of income on which have been paid
both income-tax under this Act and income-tax in that country, or

() for the avoidance of double taxation of income under this Act and
under the corresponding law in force in that country, or

(c) for exchange of information for the prevention of evasion or avoid-
ance of income-tax chargeable under this Act or under the corresponding law
in force in that country, or investigation of cases of such evasion or avoidance,
or

(d) for recovery of income-tax under this Act and under the correspond-
ing law in force in that country,

and may, by notificaticn in the Official Gazette, make such provisions as
may be necessary for implementing the agreement.”.

24. Amendment of section 125.—In section 125 of the Income-tax Act, in the
proviso to sub-section (I), after the figures “228”, the figures and letter ‘“228A,”
shall be inserted.



25. Amendment of sections 132A, 201, 213 to 217, 220, 243 and 244 and
Second Schedule.—1In section 132A, section 201, sections 213 to 217, section 220,
section 243 and section 244 of the Income-tax Act and in rule 60 of the Second
Schedule to that Act, for the words “ nine per cent.”, wherever they occur, the
words ¢ twelve per cent.”” shall be substituted.

26. Amendment of section 139.—1In section 139 of the Income-tax Act,—

{(a) in clause (a) of sub-section (1), for the words ‘‘ six months ", the words
“ four months ”’ shall be substituted :

(b) for the proviso to sub-section (2), the following proviso shall be sub-~
stituted, namely :—

‘*“ Provided that, on an application made in the prescribed manner, the
Income-tax Officer may, in his discretion, extend the date for furnishing the
return, and, notwithstanding that the date is so extended, interest shall be
chargeable in accordance with the provisions of sub-section (8).” ;

(c) for sub-section (44), the following sub-section shall be substituted
with effect from the 1st day of April, 1973, namely :—

“(44) Every person in receipt of income derived from property held
under trust or other legal obligation wholly for charitable or religious purposes or
in part only for such purposes, or of income being voluntary contributions referred
to in sub-clause (472) of clause (24) of section 2, shall if the total income in res-
pect of which he is assessable as a representative assessee (the total income for
this purpose being computed under this Act without giving effect to the provi-
sions of sections 11 and 12) exceeds the maximum amount which is not charge-
able to income-tax, furnish a return of such income of the previous year in the
prescribed form and verified in the prescribed manner and setting forth such
other particulars as may be prescribed and all the provisions of this Act shall, so
far as may be, apply as if it were a return required to be furnished under sub-
section (1).”;

(2) in sub-section (8) (a),—

(¢) For the portion beginning with the words, brackets and figure “Where
the return under sub-section (I) ” and ending with the words “ waive the interest
payable by any person under this sub-section. ", the following shall be substituted,
namely :(—

‘ Where the return under sub-section (I) or sub-section (2) or sub-section (¢4)
for an assessment year is furnished after the specified date, or is not furnished,
then [whether or not the Income-tax Officer has extended the date for furnishing
the return under sub-section (/) or sub-section (2)], the assessee shall jbe liable
to pay simple interest at 12 per cent. per annum, reckoned from the day imme-
diately following the specified date to the date of the furnishing of the return or,
where no return has been furnished, the date of completion of the assessment
under section 144, on the amount of the tax payable on the total income as deter-
mined on regular assessment, as reduced by the advance tax, if any, paid, and
any tax deducted at source :

Provided that the Income-tax Officer may, in such cases and under such
circumstances as may be prescribed, reduce or waive the interest payable by
any assessee under this sub-section.

Explanation 1.—For the purposes of this sub-section, ““specified date ”, in
relation to a return for an assessment year, means,—

{(2) in the case of every assessee whose total income, or the total income of
any person in respect of which he is assessable under this Act, includes any income
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from business or profession, the date of the expiry of four months from the end
of the previous year or where there is more than one previous year, from the end
of the previous year which expired last before the commencement of the assess-
ment year, or the 30th day of June of the assessment year, whichever is later;

(5) in the case of every other assessee, the 30th day of June of the assess-
ment year.”’;

(#) the existing Explanation shall be re-numbered as Explanation 2.

27. Amendment of section 164.—In section 164 of the Income-tax Act, with
effect from the 1st day of April, 1973,—

(2) in sub-section (2), for the words and figures “ tax shall be charged on
so much of the relevant income as is not exempt under section 11", the words,
brackets, figures and letter ““ or which is of the nature referred to in sub-clause
(t7a) of clause (24) of section 2, tax shall be charged on so much of the relevant
income as is not exempt under section 11 or section 12 ” shall be substituted ;

(b) in sub-section (3), for the words * In a case where the relevant income
is derived from property held under trust in part only for charitable or religious
purposes”, the words, brackets, figures and letter ““ In a case where the relevant
income is derived from property held under trust in part only for charitable or
religious purposes or is of the nature referred to in sub-clause (i4a) of clause (24)
of section 2" shall be substituted.

28. Insertion of new sections 194B and 194C.-—After section 194A of the
Income-tax Act, the following sections shall be inserted, namely :—

“ 194B. Winnings from lottery or crossword puzzle.—The person responsible
for paying to any person any income by way of winnings from any lottery or
crossword puzzle in an amount exceeding one thousand rupees shall, at the time
of payment thereof, deduct income-tax thereon at the rates in force: -

Provided that no deduction shall be made under this section from any pay-
ment made before the lst day of June, 1972.

194C. Payments to contractors and sub-contractors.—(1) Any person responsible
for paying any sum to any resident (hereafter in this section referred to as the
contractor) for carrying out any work (including supply of labour for carrying
out any work) in pursuance of a contract between the contractor and—

{(a) the Central Government or any State Government ; or
(b) any local authority ; or

(c) any corporation established by or under a Central, State or
provincial Act ; or

(d) any company,

shall, at the time of credit of such sum to the account of the contractor 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 an amount equal to 2 per cent. of
such sum as income-tax on income comprised therein.

(2) Any person (being a contractor and not being an individual or a Hindu
undivided family) responsible for paying ary sum to any resident (bereafter in
this section referred to as the sub-contractor) in pursuance of a contract with
the sub-contractor for carrying out, or for the supply of labour for carrying out,
the whole or any part of the work undertaken by the contractor or for supply-
ing whether wholly or partly any labour which the contractor has undertaken



to supply shall, at the time of credit of such sum to the account of the sab-
contractor 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 an amount equal to one
per cent. of such sum as income-tax on income comprised therein.

(3) No deduction shall be made under sub-section (I) or sub-section (2)
from—

(1) any sum credited or paid in pursuance of any contract the consi-
deration for which does not exceed five thousand rupees ; or

(#1) any sum credited or paid before the 1st day of June, 1972,

(4) Where the Income-tax Officer is satisfied that the total income of
the contractor or the sub contractor justifies the deduction of income-tax at
any lower rate or no deduction of incoine-tax, as the case may be, the Income-tax
Officer shall, on an application made by the contractor or the sub-contractor in
this behalf, give to him such certificate as may be appropriate.

(5) Where any such certificate is given, the person responsible for paying
the sum referred to in sub-section (I) or sub-section (2) shall, until such certifi-
cate is cancelled by the Income-tax Officer, deduct income-tax at the rates speci-
fied in such certificate or deduct no tax, as the case may be.”,

29. Amendment of section 197.—In section 197 of the Income-tax Act, in
clause (a) of sub-section (I), for the figures, letter and word ‘ 194A and 195",
the figures, letters and word ““ 1944, 194B and 195" shall be substituted.

30. Amendment of sections 198, 199, 200, 202 and 203.—In section 198,
section 199, section 200, section 202 and section 203 of the Income-tax Act, for
the words, figures and letter ““section 194A and ”’ the words, figures and letters
‘““ section 194A, section 194B, section 194C and ”’ shall be substituted.

31. Amendment of section 204.—In section 204 of the Income-tax Act, after
the word, figures and letter “ section 1944, ”, the words, figures aud letters * sec-
tion 194B, section 194C ” shall be inserted.

32. Amendment of section 205.—In section 205 of the Income-tax Act, for
the words, figures and letter ““ section 194A and ”, the words, figures and letters
““ section 194A, section 194 B, section 194C and ” shall be substituted.

33. Amendment of section 207.—In section 207 of the Income-tax Act, in
sub-section (1), for the words “ in the case of income other than income chargeable
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under the head ““ Capital gains ”.”, the foliowing shall be substituted, namely :—
“in the case of income other than—
(#) income chargeable under the head “ Capital gains "’ ; and
(b) income referred to in sub-clause (1z) of clause (24) of section 2.°.

34. Amendment of section 208.—In section 208 of the Income-tax Act, in
clause (a) of sub-section (1), for the words ““ exclusive of capital gains "', the words,
brackets and figures *“ exclusive of capital gains and income referred to in sub-
clause {1x) of clause (24) of section 2, "’ shall be substituted.

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

(a) in sub-clause (ii) for the words * the amount of capital gains ”’, the words,
brackets and figures “ the amount of capital gains and income referred to in
sub-clause (ix) of clause (24) of section 2" shall be subsituted ;

(b) in sub-clause (#73), for the words, figures and letter ““ section 194A, and ",

the words, figures and letters ‘“ section 194A, section 194C and” shall be
substituted.



36. Amendment of section 211.—In section 211 of the Income-tax Act, in the
Explanation below sub-section (1), for the words “by the capital gains ”, the
words, brackets and figures ‘“ by the amount of capital gains and income referred
to in sub-clause (sx) of clause (24) of section 2 "’ shall be substituted.

37. Amendment of section 212.—In section 212 of the Income-tax Act, in
sub-section (I), for the brackets and words “ (exclusive of capital gains, if any)”,
the brackets, words and figures  [exclusive of capital gains and income referred
to in sub-clause (ix) of clause {24) of section 2, if any] " shall be substituted.

38. Amendment of section 215.—In section 215 of the Income-tax Act, in
sub-section (5), for the word, figures and letter “section 194A”, the words,
figures and letters ‘“ section 1944, section 194C ” shall be substituted.

39. Insertion of new section 228A.—After section 228 of the Income-tax Act,
the following section shall be inserted, namely :—

“228A. Recovery of tax in pursuance of agreements with foreign countries.—
(I) Where an agreement is entered into by the Central Government with
the Government of any country outside India for recovery of income-tax
under this Act and the corresponding law in force in that country and the
Government of that country or any authority under that Government which
is specified in this behalf in such agreement sends to the Board a certifi-
cate for the recovery of any tax due under such corresponding law from a
person having any property in India, the Board may forward such certificate to
any Tax Recovery Officer within whose jurisdiction such property is situated
and thereupon such Tax Recovery Officer shall—

(a4) proceed to recover the amount specified in the certlﬁcate in the
manner in which he would proceed to recover the amount specified in a certifi-
cate received from an Income-tax Officer ; and

(b) remit any sum so recovered by him to the Board after deducting his
expenses in connection with the recovery proceedings.

{2) Notwithstanding the issue of a certificate under section 222 to the Tax
Recovery Officer, where an assessee is in default or is deemed to be in default in
making a payment of tax, the Income-tax Officer may, if the assessee has property
in a country outside India (being a country with which the Central Government
has entered into an agreement for the recovery of income-tax under this Act and
the corresponding law in force in that country), forward to the Board a certifi-
cate specifying the amount of arrears due from the assessee and the Board may
take such action thereon as it may deem appropriate having regard to the terms
of the agreement with such country.”

40. Amendment of section 252.—In section 252 of the Income-tax Act, after
sub-section (3}, the following sub-sections shall be inserted, namely :(—

‘“(4) The Central Government may appoint one or more members of the
Appellate Tribunal to be the vice-president or, as the case may be, vice-
presidents thereof.

(5) A vice-president shall exercise such of the powers and perform such of
the functions of the president as may be delegated to him by the pre51dent by a
general or special order in writing. ”

41. Amendment of section 295.—In section 295 of the Income-tax Act, in
sub-section (2), after clause (), the following clause shall be inserted, namely :—

“(mm) the circumstances in which, the conditions subject to which and
the manner in which the Appellate Assistant Commissioner may permit an



appellant to produce evidence which he did not produce or which he was not
allowed to produce before the Income-tax Officer; ”.

42, Amendment of Fourth Schedule.—In the Fourth Schedule to the Income-
tax Act, in Part C, for the brackets, words and figures “ [see sections 2(5), 17(1)
(345), 36(I)(v)] ’, the brackets, words and figures *‘ [see sections 2(5), 10(25) (iv),
17(1) (i2), 36(1)(v)]” shall be substituted with effect from the lst day of
April, 1973.

43. Omission of Sixth Schedule.—The Sixth Schedule to the Income-tax
Act shall be omitted with effect from the 1st day of April, 1973.

WEALTH-TAX-

44. Amendment of section 2.—In section 2 of the Wealth-tax Act, 1957
(hereinafter referred to as the Wealth-tax Act),—

(a) after clause (k), the following clause shall be, and shall be deemed
always to have been, inserted, namely :—

‘(ha) “* co-operative society ” means a co-operative society registered
under the Co-operative Societies Act, 1912, or under any other law for the time
being in force in any State for the registration of co-operative societies: ’;

(b) existing clause (ka) shall be deemed to have been re-lettered as
clause (kb) with effect from the 1st day of April, 1965.

45, Amendment of section S.—In section 5 of the Wealth-tax Act,—
() in sub-section (I),—

(¢) after clause (xviia), the following clauses shall be, and shall be deemed
always to have been, inserted, namely :—

“ (xvisb) any property held by the trustees on behalf of any provident
fund to which the Provident Funds Act, 1925, applies or which is a recognised
provident fund within the meaning of clause (38) of section 2 of the Income-tax
Act;

(xviic) any property held by the trustees on behalf of any gratuity
fund which is an approved gratuity fund within the meaning of clause (5) of
section 2 of the Income-tax Act;

(wviid) any property held by the trustees on bebalf of any super-
annuation fund which 1s an approved superannuation fund within the meaning
of clause (6) of section 2 of the Income-tax Act;”;

(#4) after clause (xxx), the following clauses shall be inserted with effect
from the lst day of April, 1973, namely :—

‘ (xxx1) the value, as determined in the prescribed manner, of assets
(not being any land or building or any rights in any land or building or any
asset referred to in any other clause of this sub-section) forming part of an
industrial undertaking belonging to the assessee ;

Explanation.—For the purposes of this clause and clause (xxx:7), the term
¢ industrial undertaking ’ means an undertaking engaged in the business of
generation or distribution of electricity or any other form of power or in the
construction of ships or in the manufacture or processing of goods or in mining ;

(xxx11) the value, as determined in the prescribed manner of the interest
of the assessee in the assets (not being any land or building or any rights in any
land or building or any asset referred tc in any other clause of this sub-section)
forming part of an industrial undertaking belonging to a firm or an association
of persons of which the assessee is a partner or, as the case may be, a member. "’ ;



(b) in sub-section (14), for the brackets, figures and word * (xxvis) and
(xxix) ", the brackets, figures and word ““(xxwiis), (xx4x), (¥xx1) and (xxxis) ” shall
be substitued with effect from the Ist day of April, 1973 ;

(¢) in sub-section (3), after the proviso, the following Explanation shall be
inserted with effect from the st day of April, 1973, namely :—

Explanation.—For the purposes of clause (a) or clause (5) of this sub-section,
in computing the period of six months in relation to any asset (not being any
share or security held as stock-in-trade for the purposes of the business of the
assessee) in a case where such asset (hereafter in this Explanation referred to as
the relevant asset) was acquired by the assessee by conversion of, or in exchange
for, or with the proceeds of, or with the money constituting, any other asset
exempt from wealth-tax under sub-section (I) or sub-section (2), there shall be
included, if the assessee acquired the relevant asset within thirty days after he
ceased to hold such other asset, so much of the period for which the assessee
held such other asset as falls within the period of twelve months ending with
the relevant valuation date.”

46. Insertion of new section 21A.—After section 21 of the Wealth-tax Act,
the following section shall be inserted with effect from the 1lst day of April, 1973,
namely :(—

‘21A.  Assessment in cases of diversion of property, or of income from property,
held under lrust for public charitable or religious purposes.—Notwithstanding any-
tbing contained in clause () of sub-section (I) of section 5, where any property
is held under trust for any public purpose of a charitable or religious nature in
India, and

(7) any part of such property or any income of such trust [whether
derived from such property or from voluntary contributions referred to in sub-
clause (#a) of clause (24) of section 2 of the Income-tax Act] is used or applied, or

{17) any part of the income of the trust [whether derived from such pro-
perty or from voluntary contributions referred to in sub-clause (7a) of clause (24)
of section 2 of the Income-tax Act], being a trust created on or after the lst day
of April, 1962, enures,

directly or indirectly, for the benefit of any person referred to in sub-
section (3) of section 13 of the Income-tax Act, wealth-tax shall be leviable upon
and recoverable from the trustee or manager (by whatever name called) in the
like manner and to the same extent as if the property were held by an individual
who is a citizen of India and resident in India for the purposes of this Act and—

(a) at the rates specitied in Part I of the Schedule in the case of an
individual ; or

(b) at the rate of one and one-half per cent.,
whichever course is more beneficial to the revenue :

Provided that in the case of a trust created before the Ist day of April,
1962, the provisions of clause (¢) shall not apply to any use or application, whe-
ther directly or indirectly, of any part of such property or any income of such
trust for the benefit of any person referred to in sub-section (3) of section 13 of
the Income.tax Act, if such use or application is by way of compliance witha
mandatory term of the trust:

Provided further that in a case where the aggregate of the funds of the
trust invested in a concern in which any person referred to in sub-section (3) of
section 13 of the Income-tax Act has a substantial interest as provided in



- -

Explanation 3 to that section does not exceed 5 per cent. of the capital of that
concern, the exemption under clause (1) of sub-section (I) of section 5 shall not be
denied in relation to any property other than such investment, by reason only
that the funds of the trust have been invested in a concern in which any person
referred to in the aforesaid sub-section (3) has such substantial interest.

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

(a) any part of the property or income of a trust shall be deemed to have
been used or applied for the benefit of any person referred to in sub-section (3) of
section 13 of the Income-tax Act in every case in which it can be so deemed to
have been used or applied within the meaning of clause (c) of sub-section (Z) of
that section at any time during the period of twelve months ending with the
relevant valuation date ;

(6) “ trust " includes any other legal obligation.’.

47. Amendment of sections 31 and 34A.—In sections 31 and 34A of the
Wealth-tax Act, for the words ‘“nine per cent.”, the words ‘ twelve per cent.”
shall be substituted. :

48. Amendment of section 32.—In section 32 of the Wealth-tax Act, for the
words and figures “sections 221 to 227 ”, the words, figures and letter * sec-
tions 221 to 227, 228A " shall be substituted.

49. Amendment of section 44A.—In section 44A of the Wealth-tax Act, for
the portion beginning with the words ““ the Central Government may " and ending
with the words ‘ for implementing the agreement.”, the following shall be
substituted, namely :(—

‘“ The Central Government may enter into an agreement with the Government
of any reciprocating country—

(a) for the avoidance or relief of double taxation with respect to wealth-
tax payable under this Act and under the corresponding law in force in the
reciprocating country, or

(b) for exchange of information for the prevention of evasion or avoidance
of wealth-tax chargeable under this Act or under the corresponding law in force
in that country or investigation of cases of such evasicn or avoidance, or

(¢) for recovery of tax under this Act and under the corresponding law in
force in that country,

and may, by notification in the Official Gazette, make such provision as may
be necessary for implementing the agreement.
50. Amendment of section 45.—In section 45 of the Wealth-tax Act,—

(a) for the words *“ The provisions of this Act shall not apply to—", the
words ‘‘ No tax shall be levied under this Act in respect of the net wealth
of—"’ shall be substituted ;

(b) after clause (f), the following clause shall be, and shall be deemed
always to have been, inserted, namely :—
“(g) any co-operative society.”.
51. Amendment of section 46.—In section 46 of the Wealth-tax Act, in sub-
section (2), after clause {¢), the following clause shall be inserted, namely :—

‘“ (¢c) the circumstances in which, the conditions subject to which and the
manner in which, the Appellate Assistant Commissioner may permit an appellant
to produce evidence which he did not produce or which he was not allowed to
produce before the Wealth-tax Officer; ”.



GIFT-TAX

52. Amendment of sections 32 and 33A.—In sections 32 and 33A of the Gift-
tax Act, 1958 (hereinafter referred to as the Gift-tax Act), for the words * nine
per cent.”, the words * twelve per cent.” shall be substituted.

- 53, Amendment of section 33.—In section 33 of the Gift-tax Act, for the
words and figures ‘ sections 221 to 227 ”, the words, figures and letter
“ sections 221 to 227, 228A " shall be substituted.

54. Amendment of section 44.—In section 44 of the Gift-tax Act, for the
portion beginning with the words “ The Central Government may ’ and ending
with the words “ for implementing the agreement.”, the following .shall be
substituted, namely :—

‘The Central Government may enter into an agreement with the Govern-
ment of any reciprocating country—

(a) for the avoidance or relief of double taxation with respect to gift-tax
payable under this Act, and under the corresponding law in force in the
reciprocating country, or

(b) for exchange of information for the prevention of evasion or avoidance
of gift-tax chargeable under this Act or under the corresponding law in force in
that country or investigation of cases of such evasion or avoidance, or

(c) for recovery of tax under this Act and under the corresponding law in
force in that country,

and may, by notification in the Official Gazette, make such provision as may
be necessary for implementing the agreement.”.

55. Amendment of section 45.—In section 45 of the Gift-tax Act, with
effect from the Ist day of April, 1973,— '

(a) in clause (¢), for the word and figures ‘‘ section 11", the words and
figures ‘“ section 11 or section 12 ” shall be substituted ;

(0) in Explanation 3,—

(?) in clause (s), for the word and figures * section 117, the
words, figures and letter *section 11 or section 12 or section 12A " shall be
substituted ;

(#%) in clause (77), for the word and figures ‘‘ section 11 ”’, the words and
figures ““ section 11 or section 12 ”” shall be substituted.

56. Amendment of section 46.—In section 46 of the Gift-tax Act, in sub-
section (2), after clause (c), the following clause shall be inserted, namely :—

““(cc) the circumstances in which, the conditions subject to which and the
manner in which, the Appellate Assistant Commissioner may permit an appellant
to produce evidence which he did not produce or which he was not allowed to
produce before the Gift-tax Officer ; ",

¢

SURTAX

57. Substitution of new section for section 24A.—For section 24A of the
Companies (Profits) Surtax Act, 1964 [hereinafter referred to as the Companies
(Profits) Surtax Act], the following section shall be substituted, namely :—

“24A, Agreement with foreign couniries.—The Central Government may
enter into an agreement with the Government of any country outside India—



{a) for the granting of relief in respect of chargeable profits on which
have been paid bnth surtax under this Act and tax of a similar character or
income-tax on such profits in that country, or

(b) for the avoidance of double taxation of chargeable profits under this
Act and under any law relating to the taxation of income or profits in force in
that country, or

(¢) for exchange of information for the prevention of evasion or avoid-
ance of surtax chargeable under this Act or the tax chargeable under the corres-
ponding law in force in that country or investigation of cases of such evasion or
avoidance, or

(4) for recovery of tax under this Act and under any law relating to the
taxation of income or profits in force in that country,

and may, by notification in the Official Gazette, make such provision as
may be necessary for implementing the agreement. ”

58. Amendment of section 25.—In section 25 of the Companies (Profits) Sur-
tax Act, in sub-section (2), after clause (¢), the following clause shall be inserted,
namely :—

“(cc) the circumstances in which, the conditions subject to which and the
manner in which, the Appellate Assistant Commissioner may permit an appellant
to produce evidence which he did not produce or which he was not allowed to
produce before the Income-tax Officer;”’

MISCELLANEOQUS

59. Certain casual and non-recurring receipts not to be included in the total
income for the assessment year 1972-73. —Notwithstanding the amendments made
by this Act to the Income-tax Act, in computing, in the casz of any person, the
total income of a previous year relevant to the assessment year commencing on
the 1st day of April, 1972, any income falling within clause (3) of section 10 of
the Income-tax Act as it stood immediately before the Ist day of April, 1972,
shall not be included.

60. Applicability of revised rate of interest.—For the removal of doubts, it is
hereby declared that where interest is payable under—
(a) section 139 of the Income-tax Act or any other provision of that Act
referred to in section 25 of this Act; or
(b) section 31 or section 34A of the Wealth-tax Act ; or
(c) section 32 or section 33A of the Gift-tax Act ; or
(d) section 18 of the Companies (Profits) Surtax Act,

in respect of any period commencing on or before the 31st day of March, 1972,
and ending after that date, such interest shall, in respect of so much of such
period as falls after that date, be calculated at the rate of twelve per cent. per

annum.,
AN



DECLARATION UNDER THE PRrovisioNaL COLLECTION oF TAXEs Act, 1931

It is hereby declared that it is expsdient in the public interest that the
provisions of clauses 61, 62(6), 63, 64(c), 65(6), 66 and 67 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 AND SURCHARGES ON INCOME-TAX

PARAGRAPH A

In the case of every individual or Hindu undivided family or unregistered
firm or other association of persons or body of individuals, whether incorporated
or not, or every artificial juridical person referred to in sub-clause (viz) of
clause (31) of section 2 of the [ncome-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. 5,000

Rs

Rs

(2) where the total income exceeds
. 5,000 but does not exceed Rs. 10,000

(3) where the total income exceeds
. 10,000 but does not exceed

Rs. 15,000

(4) where the total income exceeds

Rs. 15,000 but does not exceed
Rs. 20,000

(5) where the total income exceeds
Rs. 20,000 but does not exceed
Rs. 25,000

(6) where the total income exceeds
Rs. 25,000 but does not exceed
Rs. 30,000

Nil;

10 per cent. of the amount by which
the total income exceeds Rs. 5,000;

Rs. 500 plus 17 per cent. of the
amount by which the total income
exceeds Rs, 10,000 ;

Rs. 1,350 plus 23 per cent. of the
amount by which the total income
exceeds Rs. 15,000 ;

Rs. 2,500 plus 30 per cent. of the
amount by which the total income
exceeds Rs, 20,000 ;

Rs. 4,000 plus 40 per cent. of the
amount by which the total income
exceeds Rs. 25,000;



(7) where the total income exceeds Rs. 6,000 plus 50 per cent. of the

Rs. 30,000 but does not exceed amount by which the total income
Rs. 40,000 exceeds Rs. 30,000 ;

(8) where the total income exceeds Rs. 11,000 plus 60 per cent..of the
Rs. 40,000 but does not exceed amount by which the total income
Rs. 60,000 exceeds Rs. 40,000;

(9) where the total income exceeds Rs. 23,000 plus 70 per cent. of the
Rs. 60,000, but does mnot exceed amount by which the total income
Rs. 80,000 exceeds Rs. 60,000 ; .

(10) where the total income exceeds Rs. 37,000 plus 75 per cent. of the
Rs. 80,000, but does not exceed amount by which the total income
Rs. 1,00,000 exceeds Rs. 80,000 ;

(11) where the total income exceeds Rs. 52,000 plus 80 per cent. of the
Rs. 1,00,000, but does not exceed amount by which the total income
Rs. 2,00,000 exceeds Rs. 1,00,000;

(12) where the total income exceeds Rs. 1,32,000 plus 85 per cent. of the
Rs. 2,00,000 amount by which the total income

exceeds Rs, 2,00,000.

Provided that for the purposes of this Paragraph, inthe case of a Hindu
undivided family which at any time during the previous year satisfies either of
the following two conditions, namely :(—

(a) that it hasat least two members entitled to claim partition who are
not less than eighteen years of age, or

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

(¢) no income-tax shall be payable on a total income not exceeding
Rs. 7,000 ;

(37) where the total income exceeds Rs. 7,000 but does not exceed
Rs. 7,660, the income-tax payable thereon shall not exceed forty per cent. of the
amount by which the total income exceeds Rs. 7,000.

Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding
provisions of this Paragraph shall be increased by a surcharge for purposes of
the Union calculated at the following rates, namely :(—

() in a case where the total 10 per cent. :
income does not exceed Rs. 15,000

{b) in any other case 15 per cent. :

Provided that the amount of surcharge payable shall, in no case, exceed the
aggregate of the following sums, namely :—

(1) an amount calculated at the rate of 10 per cent.on the amount of
income-tax on an income of Rs. 15,000, if such income had been the total income
(the income of Rs. 15,000 for this purpose being computed as if such income
included income from various sources in the same proportion as the total income
of the person concerned); and

(17) 40 per cent. of the amount by which the total income exceeds
Rs. 15,000.



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

15 per cent. of the total income ;

Rs. 1,500 plus 25 per cent. of the

Rs. 10,000 but does not exceed amount by which the total income
Rs. 20,000 exceeds Rs. 10,000 ;

(3) where the total income exceeds Rs. 4,000 plus 40 per cent. of the
Rs. 20,000 amount by which the total income

exceeds Rs. 20,000.

Surcharge on income-tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge for purposes of the Union calculated at the rate of
fifteen per cent. of such income-tax.

PAarAGrAaPH C

In the case of every registered firm,—

Rates of income-tax

(1) where the total income does not

exceed Rs. 10,000

(2) where the total income exceeds

Nil;

4 per cent. of the amount by which

Rs. 10,000 but does not exceed the total income exceeds
Rs. 25,000 Rs. 10,000;

(3) where the total income exceeds:  Rs. 600 plus 6 per cent. of the
Rs. 25,000 but does not exceed amount by which the total income
Rs. 50,000 exceeds Rs. 25,000 ;

(4) where the total income exceeds Rs. 2,100 plus 12 per cent. of the
Rs. 50,000 but does not exceed amount by which the total income
Rs. 1,00,000 exeeeds Rs. 50,000 ;

(5) where the total income exceeds

Rs. 1,00,000

Rs. 8,100 plus 20 per cent. of the
amount by which the total income:
exceeds Rs. 1,00,000.

Surcharges on income-tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by the aggregate of surcharges for purposes of the Union calculated
as specified hereunder :—

(a) in the case of a registered firm whose total income includes income
derived from a profession carried on by it and the income so included is not
less than fifty-one per cent. of such total income, a surcharge calculated at the
rate of ten per cent. of the amount of income-tax computed at the rate herein-
before specified ;

(b) in the case of any other registered firm, a surcharge calculated at the
rate of twenty per cent. of the amount of income-tax computed at the rate herein-
before specified ; and

(c) a special surcharge calculated at the rate of fifteen per cent, on the
aggregate of the following amounts, namely :—
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({) the amount of income-tax computed at the rate hereinbefore
specified ; and ,

(45) the amouat of the surcharge calculated in accordance with clause (a),
or, as the case may be, clause (b) of this sub-paragraph.

Explanation.—For the purposes of this Paragraph,  registered firm”
includes an unregistered firm assessed as a registered firm under clause () of sec-
tion 183 of the Income-tax Act.

ParacrarH D
In the case of every local authority,—
Rate of income-tax
On the whole of the total income 50 per cent.

Surcharge on income-tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge for purposes of the Union calculated at the rate of
fifteen per cent. of such income-tax

PArAGrRAPH E

In the case of the Life Insurance Corporation of India established under the
Life Insurance Corporation Act, 1956 (31 of 1956),—

Rates of income-tax

(¢) on that part of its total 525 per cent. ;
income which consists of profits and
gains from life insurance business
(73) on the balance, if any, of the rate of income-tax applicable,
the total income in accordance with Paragraph F
of this Part, to the total income
of a domestic company which is a
company in which the public are
substantially interested.

Surcharge on income=tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge calculated at the rate of two and a half per cent. of
such income-tax. -

PArAGrRAPH F

In the case of a company, other than the Life Insurance Corporation of
India established under the Life Insurance Corporation Act, 1956 (31 of 1956),—

Rates of income-tax

1. In the case of a domestic company—
(1) where the company is a com-
pany in which the public are substan-
tially interested,—
(¢) in a case where the total 45 per cent. of the total income ;
income does not exceed Rs. 50,000
(1) in a case where the total 55 per cent. of the total income ;
income exceeds Rs. 50,000
(2) where the company is not a
company in which the public are sub-
stantially interested,—



() in the case of an industrial
company—
{(a) on so much of the total 55 per cent. ;
income as does not exceed Rs. 10,00,000

(b) on the balance, if any, of 60 per cent.;
the total income

(#7) in any other case 65 per cent. of the total income:

Provided that the income-tax payable by a domestic company, being a
company in which the public are substantially interested, the total income of
which exceeds Rs. 50,000, shall not exceed the aggregate of—

(a) the income-tax which would have been payable by the company if its
total income had been Rs. 50,000 (the income of Rs. 50,000 for this purpose being
computed as if such income included income from various sources in the same
proportion as the total income of the company) ; and

(b) eighty per cent. of the amount by which its total income exceeds
Rs, 50,000.

II. 1In the case of a company other than a domestic company—
(7) on so much of the total income as consists of—
(a) royalties received from an
Indian concern in pursuance of an agree-

ment made by it with the Indian concern
after the 31st day of March, 1961, or

(b) fees for rendering technical
seryices received froman Indian concern
in pursuance of an agreement made by
it with the Indian concern after the 29th
day of February, 1964,
and where such agreement has, in 50 per cent.
either case, been approved by the Central
Government.
(#4) on the balance, if any, of the 70 per cent.
total income.
Swurcharge on income-tax
The amouut of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge calculated at the rate of two and a half per cent. of
such income-tax.
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
and 195 of the Income-tax Act, tax is to be deducted at the rates in force, deduc-
tion shall be made from the income subject to deduction, at the following rates :—

Income-tax

 Rate of Rate of
income-tax surcharge

1. In the case of a person other
than a company—

(¢) Where the person is resident—

(t) on income by way of interest
other than *‘ Interest on securities *’ 10 per cent. Nil;




Income-tax

Rate of
income-tax

Rate of
surcharge

(#4) on income by way of win-
nings from lotteries and crossword
puzzles

(#33) on any other income (exclud-
" ing interest payable on a tax-free secu-
rity)
(b) where the person is not resid-
ent in India—

{#) on the whole income
(excluding interest payable on a tax-free
security)

(#4) on the income by way of
interest payable on a tax-free security

2. In the case of a company—
(a) where the company is a domes-

tic company— ‘

(1) on income by way of inte-
rest other than ‘ Interest on securities ”

(#) on any other income (exclu-
ding interest payable on a tax-free
security)

(b) where the company is not a

domestic company—

(4) on the income by way of divi-
dends payable by any domestic company

(#) on the income by way of
royalties payable by an Indian concern
in pursuance of an agreement made by
it with the Indian concern after the 31st
day of March, 1961, and which has been
approved by the Central Government

(173) on the income by way of
fees payable by an Indian concern for
rendering technical services in pursu-
ance of an agreement made by it with
the Indian concern after the 29th day of
February, 1964, and which has been
approved by the Central Government

(iv) on the income by way of
interest payable on a tax-free security

(v) on any other income

30 per cent. 4'5 per cent. ;

20 per cent, 3 per cent. ;

income-tax at 30 per cent. and sur-
charge at 4'5 per cent. of the
amount of the income,

or

income-tax and surcharge on income-
tax in respect of the income at the
rates prescribed in Paragraph A of
Part III of this Schedule, if such
income had been the total income,

whichever is higher ;

15 per cent. 2:25 per cent. ;

20 per cent. 1 percent.;

22 per cent. 1 per cent. ;

24'5 per cent. 1225 per cent. ;

50 per cent. 2'5 per cent. ;

50 per cent. 2'5 per cent.;

44 per cent.
70 per cent,

2'2 per cent. ;
3'5 per cent. ;



PART III

Rates for calculating or charging income-tax in ceriain cases, dedwcting tncome-
tax from income chargeable under the head *“ Salaries” or any payment referred to in
sub-section (9) of section 80E and computing ** advance tax .

In cases in which income-tax has to be calculated under the first proviso to
sub-section (5) of section 132 of the Income-tax Act or charged under sub-
section (4) of section 172 or sub-section (2) of section 174 or section 175 or sub-
section (2) of section 176 of the said Act or deducted under section 192 of the
said Act from income chargeable under the head *‘ Salaries” or deducted under
sub-section (9) of section 80E of the said Act from any payment referred to in
the said sub-section (9) or in which the ‘“advance tax’ payable under Chap-
ter XVII-C of the said Act has tn 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 section 164 of the Income-tax Act,
at the rate of sixty-five per cent.) shall be so calculated, cbarged, deducted or
computed at the following rate or rates :—

PARAGRAPH A

In the case of every individnal or Hindu undivided family or unregistered
firm or other association of persons or body of individuals, whether incorporated
or not, or every artificial juridical person referred to in sub-clause (vis) 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. 5,000 Nil;
(2) where the total income exceeds 10 per cent. of the amount by which
Rs. 5,000 but does not exceed Rs, 10,000 the total income  exceeds
Rs. 5,000 ;

(3) where the total income exceeds Rs. 500 plus 17 per cent. of the

does not exceed

Rs.

Rs

Rs.

Rs

Rs
Rs

10,000 but

. 15,000

(4) where the total income exceeds
15,000 but does not exceed

20,000

(5) where the total income exceeds

. 20,000 but does not exceed

. 25,000

(6) where the total income exceeds

amount by which the total income
exceeds Rs. 10,000 ;

Rs. 1,350 plus 23 per cent. of the
amount by which the total income
exceeds Rs. 15,000 ;

Rs. 2,500 plus 30 per cent. of the
amount by which the total income
exceeds Rs. 20,000 ;

Rs. 4,000 plus 40 per cent. of the

Rs. 25,000 but does not exceed amount by which the total income
Rs. 30,000 exceeds Rs. 25,000 ;

(7) where the total income exceeds Rs. 6,000 plus 50 per cent. of the
Rs. 30,000 but does mnot exceed amount by which the total income
Rs. 40,000 exceeds Rs. 30,000 ;

Rs
Rs

Rs.

Rs

(8) where the total income exceeds
. 40,000 but does not exceed
. 60,000
(9) where the total income exceeds
60,000 but does not exceed
. 80,000

Rs. 11,000 plus 60 per cent. of the
amount by which the total income
exceeds Rs, 40,000 ;

Rs. 23,000 plus 70 per cent. of the
amount by which the total income
exceeds Rs, 60,000 ;



(10) where the total income Rs. 37,000 plus 75 per cent. of the

exceeds Rs. 80,000 but does not exceed amount by which the total income
Rs. 1,00,000 exceeds Rs. 80,000;

(11) where the total income exceeds Rs. 52,000 plus 80 per cent. of the
Rs. 1,00,000 but does not exceed amount by which the total income
Rs. 2,00,000 exceeds Rs. 1,00,000;

(12) where the total income exceeds Rs. 1,32,000 plus 85 per cent. of the
Rs. 2,00,000 amount by which the total income

exceeds Rs. 2,00,000:

Provided that for the purposes of this Paragraph, in the case of a Hindu
undivided family which at any time during the previous year relevant to the
assessment year ccmmencing on the 1st day of April, 1973, satisfies either of the
following two conditions, namely :—

(@) that it has at least two members entitled to claim partition whko are
not less than eighteen years of age, or
(b) that it hasat least two members entitled to claim partition who are not
lineally descended one from the other and who are not lineally descended from
any other living member of the family,—
(i) no income-tax shall be payable on a total income not exceeding
Rs. 7,000
(72) where the total income exceeds Rs. 7,000 but does not exceed
Rs. 7,660, the income-tax payable thereon shall not exceed forty per cent. of the
amount by which the total income exceeds Rs. 7,000,

Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding pro-
visions of this Paragraph shall be increased by a surcharge for purposes of the
Union calculated at the following rates, namely :—

(a) in a case where the total 10 per cent.;
income does not exceed Rs. 15,000
(b) in any other case 15 per cent. :

Provided that the amount of surcharge payable shall, in no case, exceed the
aggregate of the following sums, namely :—

(#) an amount calculated at the rate of 10 per cent. on the amount of
income-tax on an income of Rs. 15,000, if such income had been the total income
(the income of Rs. 15,000 for this purpose being computed as if such income
included income from various sources in the same proportion as the total income
of the person concerned); and

(71) 40 per cent. of the amount by which the total income exceeds
Rs. 15,000.

PARAGRAPH B
In the case of every co-operative society,—

Rates of income-tax

(1) where the total income does not 15 per cent. of the total income;
exceed Rs. 10,000

(2) where the total income exceeds Rs. 1,500 plus 25 per cent. of the
Rs. 10,000 but does not exceed Rs. 20,000 amount by which the total

income exceeds Rs. 10,000,

(3) where the total income exceeds Rs. 4,000 plus 40 per cent. of the

Rs. 20,000 amount by which the total income
exceeds Rs. 20,000



-

Surcharge on tncome-tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge for purposes of the Union calculated at the rate of

fifteen per cent. of such income-tax.

ParacrarH C
In the case of every registered firm,—

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. 25,000

(3) where the total income exceeds
Rs. 25,000 but does not exceed
Rs. 50,000

(4) where the total income exceeds
Rs. 50,000 but does npot exceed
Rs. 1,00,000

(5) where the total income exceeds
Rs. 1,00,000

Nil;
4 per cent. of the amount by which
the total income exceeds Rs. 10,000;

Rs. 600 plus 6 per cent. of the amount
by which the total income exceeds
Rs. 25,000;

Rs. 2,100 plus 12 per cent. of the
amount by which the total income
exceeds Rs. 50,000

Rs. 8,100 plus 20 per cent. of the
amount by which the total income

exceeds Rs. 1,00,000;

Surcharges on income-tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by the aggregate of surcharges for purposes of the Union calculated
as specified hereunder: —

(a) in the case of a registered firm whose total income includes income
derived from a profession carried on by it and the income so included is not less
than fifty-one per cent. of such total income, a surcharge calculated at the rate
of ten per cent. of the amount of income-tax computed at the rate hereinbefore
specified ;

(b) in the case of any other registered firm, a surcharge calculated at the
rate of twenty per cent. of the amount of income-tax computed at the rate herein-
before specified ; and

(c) a special surcharge calculated at the rate of fifteen per cent.on the
aggregate of the following amounts, namely :—

(i) the amount of income-tax computed at the rate hereinbefore specifi-
ed; and

(¢) the amount of the surcharge calculated in accordance with clause (a),
or, as the case may be, clause (b) of this sub-paragraph.

Explanation.—For the purposes of this Paragraph, “registered firm” includes
an unregistered firm assessed as a registered firm under clause () of section 183
of the Income-tax Act.

ParAGrAPH D
In the case of every local auhority,—
Rate of income-tax

On the whole of the total income 50 per cent.



Surcharge on Income-tax
The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge for purposes of the Union calculated at the rate of
fifteen per cent. of such income-tax.

ParaGgraPH E

In the case of the Life Insurance Corporation of India established under the
Life Insurance Corporation Act, 1956 (31 of 1956),—

Rates of income-tax
(¢} on that part of its total income 52'5 per cent. ;
which consists of profits and gains from
life insurance business

(¢7) on the balance, if any, of the the rate of income-tax appli-
total income cable, in accordance with Para-
graph F of this Part, to the
total income of a domestic
company which isa company in
which the public are substan-
tially interested.

Surcharge on income-tax
The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge calculated at the rate of five per cent. of such
income-tax.
Paragraph F

In the case of a company, other than the Life Insurance Corporation of
India established under the Life Insurance Corporation Act, 1956 (31 of 1956),—

Rates of income-tax
I. In the case of a domestic company,—
(1) where the company isa com-
pany in which the public are substanti-
ally interested,—
(1) in a case where the total 45 per cent. of the total income;
income does not exceed Rs. 50,000

(#1) in a case where the total 55 per cent. of the total income ;
income exceeds Rs. 50,000
(2) where the company is not a
company in which the public are sub-
stantially interested,—
(1) in the case of an industrial
company,—
(a) on so much of the total in- 55 per cent. ;
come as does not exceed Rs. 10,00,000
(b) on the balance, if any, of 60 percent.;
the total income
(#) in any other case 65 per cent. of the total income :

Provided that the income-tax payable by a domestic company, being a com-
pany in which the public are substantially interested, the total income ot which
exceeds Rs. 50,000, shall not exceed the aggregate of —

{(a) the income-tax which would have been payable by the company if its
total income had been Rs. 50,000 (the income of Rs: 50,000 for this purpose being



-

computed as if such income included income from various sources in the same
proportion as the total income of the company) ; and

(b) eighty per cent. of the amount by which its total income exceeds
Rs. 50,000,

II. Inthe case of a company other than a domestic company—
(?) on so much of the total income
as consists of —
(a) royalties received from an
Indian concern in pursuance of an agree-
ment made by it with the Indian concern
after the 31st day of March, 1961, or
(b) fees for rendering technical
services received from an Indian concern
in pursuance of an agreement made by it
with the Indian concern after the 29th
day of February, 1964,
and where such agreement has, in
either case, been approved by the Central
Government 50 per cent. ;
(#) on the balance, if any, of the 70 per cent.
total income.
Surcharge on tncome-tax

The amount of income-tax computed at the rate hereinbefore specified shall
be increased by a surcharge calculated at the rate of five per cent. of such
income-tax. .

N e e e



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 1972-78. The Notes on Clauses explain the
various provisions.contained in the Bill. » .





