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HIGHLIGHTS
BUDG

1.

Income Tax rate in the slab of 18,000-25,000 brought do
grom 25% to 20% . No other change 1s proposed.

Draught Surcharge on total income exceeding Rs.50,000

PR

24
withdrawn, However, unemployment surcharge @ 8% on tot?
income exceeding Rs. 50,000/~ is proposed.

3, No change in Wealth & Gift Tax Rates,

4. VI & VII issue of National Saving Schemes proposed to be.
discontinued,  VIII issue with 12% interest and Income-t
rebate introduced, i

5, New Home Lozn account Scheme to provide more housinge

6. New Deposit Scheme for retired government employees.

7 Exchange risk administration fund to be set up to protect
persons borrowing foreign currency from Public Financial
Institutions.

g, Deductior @ 33.33% now available on Poultry Income u/s 80J
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COMMENTARY ON
IMPORTANT CHANGE:

A. DIRECT TAXES

Income Tax Rates:

1.

2o

a)

b)

Rates on personsl taxation in the Income Slab
of Rs. 18,000-25,000 reduced to 20% from the
existing 25% . There are no other changes in
corporate and other tax rates,

5% Drought Surcharge on Income above Rs. 50,000
withdrawn., However, an FEmployment Surcharge at
8% on Income above Rs, 50,000/- is proposed to
be levied w.e.f. Assessment ye-r 1990-91.

Individuals/Salaried Employees;

a)

b)

c)

d)

A new National Savings Certificate Series VIII
to be issued carrying interest of 12% » Th€
existing NSC Series VI & VII are being
discontinued,

Contributions made by Individuals towards the
Home Loan Account Scheme to qus1ify for deduc-
tion u/s 80-C of the Income Tax Act. This 1s
a thrust towards mobilising funds for National
Housing Bank,

Capital Gains Exemption will also be available
now if the Net Consideration is invested in
Bonds & Debentures issued by the National
Housing Bank,

Investments made in Natioanl Housing.Bank
exempt from Wealth Tax subject to the overall
ceiling of Rs. 5 lakhs,
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e) The Standard Deduc tion hitherto available u/s 80-U
for totally blind and physiczlly handicapped resident

persons is now extended to mentally Retarded persons also.

f) It is proposed to introduce a deposit scheme in which
a retiring employee may invest the whole or part of
his retirement benefits for a block period of three
years, The interest on this Investment will be tax-free,

Further this investment will also be exempt from Wealth
Tax.

g) As a measure for providing relief to the widows & heirs-
of deceased emvloyees, it is proposed to amend the
provisions of the Income: T2x fLct, to provide a standard
deduction at the rate of 33,33% subject to a maximum of
Rs, 12,000 for the recipient of family pension also.

h) It is proposed that the amount paid as Professional Tax
will be allowed as deduction from Salary income.

i) It is proposed to omit the proviso and explanation 2 in
clause (i) of Sec, 16 so0 as to remove the restriction on
Standard Deduction to persons provided with a Conveyance
by the employer. It is also further provided that the
use of any vehicle provided by a company or an employer
for journey by the assessee from his residence to his
office or vice versa shall not be regarded as a benefit
or amenity for the purpose of calculating perquisites.

3, Partnership Firms:

No change in the assessment proceedings in case of
Partnership firms is proposed as the same has already
been amended by Direct Taxes Amendment Bill 1988 which
has already been passed by the Lok Sabha,
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Corporate Sector:

a)

b)

c)

d)

e)

A new scheme,to protect persons borrowing foreign
currency from Public Financial Institutions, from
Risk involved on account of Exchange Rate Fluctuation,
is proposed to be evolved by setting up Exchange Risk
Administration Fund, The borrower will be required to
pay a composite cost in form of Interest & Exchange
Risk premium,

Under Section 43-B, the meaning of "any sum payable"
has been defined to mean zny sum, liability for which
has been incurred by the tax payer during the previous
year irrespective of the date by which such sum is
statutorily payable, This is to remove the doubts
prevalent on account of severzl judgements given by
Courts saying that amount payable in a psrticular year
should also be statutorily payable during the year.

A new section L4BBB has been introduced to compute
profits & Gains of foreign companies engaged in business
of Civil Construction, etc, in turn/key power projects
aprroved by Central Government and funded by International

Aid Programme at 10% of the amount pzid/payable to such
assessee,

The zpplicability of 115B(2) in respect of concessional
tax rate of 10% for Life Insurance business extended for
another year 1i.e, Assessment Year 1990-91.

Section 32-AB modified to be made applicable to only
those items o plant and machinery used in the manufacture
of priority items only viz, items not specified in the
XIth Schedule, This amendment is proposed to be made
effective from1-4-1991,

It is further proposed to amend the clauses (e), (f)
and (h) with retrospective effect from 1-4-1987 and will
accordingly apply with effect from Assessment Year 1987-88.
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f) In respect of long term capital gains arising to Venture
Capitzl Companies on szle of shares of Venture Capitzl
Undertzkings, a deduction at the same rate as available

to Non~Corporate tax payers is permissible,
g) Sec, 115J is being amended to provide that every assessee

being a Company shall for the purposes of Sec. 115J, pre-
pare its Profit & Loss Account for the relevant previous
year in accordance with the provisions of Parts II & ITI
of Schedule VI to the Compznies Act, 1956.

. TAX DEDUCTION AT SOURCE

a), Relief u/s 89(1), previously applicable to Government &
public sector employees is now being extended to employees
working in private sector companies, co-operative societlesS,
local authority, Institutions, Associations or body.

Income in the hands of Non-Resident Indians and Companies by
way of winnings from Lotteries, cross-word puzzles and horse
races shall also be taxed at source at the rate of 40% ¢f such
income., This was not being done hitherto, Moreover, a
surcharge of 8% is also levisble in the above cuse.

b2

c) Tax deducted at source in case of payments to contractors OT
sub-contractors also attracts levy of surcharge at 8% to be
deducted at source. However, deduction in respect of such
surcharge is not leviable where the payment is made to 2
non-resident or a foreign company.,.

ASSESSMENT PROCEEDINGS

a) It is proposed to amend Sec. 153(1) by insertion of a
proviso to provide that in respect of Return filed under
139(4)/(5) which relates to Assessment Year commencing on
1-4-1988 or earlier, no order of assessment shall be made
at any time after the expiry of one year from the end of the
financial year in which such return #s filed.

o\ —_—
]



-5a

b) The change made in Sec. 263 i.e., the powers of the

Commissioner of Income Tax to call for Records relating to
the proceedings by the Finance Act 1988 has been made with

retrospective effect,

It is to clarify that the relevant

provisions of the Explanation shall be deemed to have
always been in existence,

? WEALTH TAX/GIFT TAX

a)

It is proposed to exempt the right or interest in any
annuity plan of the Life Insurance Corporstion of India
referred to in Section 80 CCA of the Income Tax Act,1961

from Wealth Tax with retrospective effect from Assessmen
year 1988-89,

§ MISCELL:NEOUS

a)

b)

c)

Income Tax Act to be made appliczble to the Stzte of
Sikkim from the 1st day of April 1950 and will according

apply in relstion to the assessment year 1990-91 and
subsequent yesrs,

In the case of residents of Sikkim, it is proposed to

exempt winnings from lotteries in respect of dr2ws on
or before the 28th February, 1989.

In respect of azny chergezble expenditure incurred in a
notel to which the Act applies, the rate of expenditure
tax has been enhznced from 10% to 20% .



B. INDIREC AXKS ¢

a) Excise duty on Computers has been increased

from 10% to 15% advalorem,

b) Excise duty @ 35% to be applicable uniformly

on all cars,

c¢) Radios, Musical Systems to be levied a

uniform Excise Duty of 20% .

d) Excise on Two Wheelers is as follows:

Below 5@ cc ~ Rate @ 15%
50 cc - 100 cc

Rate @ 20%
100 cc - 150 cc =~ Rate @ 25%
Above 150 cc - Rate @ 30%

e) Excise duty on Television Sets to vary
from Rs. 300 to Rs, 4LOOO per set Sepending

on classification into Black & White, Colour,

PIP etc.

f) Excise on filtered Cigarettes above 70 mm

and Pan Masala has been increased,

g) Airport Tax, in case of foreign travedl
increased., New Airport Tax on domestic

travel introduced @ 10% on the basic fzre.

h) Excise duty is exempt for first 30 prints
of feature films. Reduction is also proposed

on Excise duty on additional prints.
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k)

1)

m)

n)

o)

1
Import duty on capital goods has been rationalised.

Import duty on general projects and méchinery

reduced from 90% to 80% ad valorem, Rate of

concessional import duty omn specified machinery

increased to fixed 40¥ ad valorem from present
rate of 25-35 % ¥or certain specified items of
machinery manufactured indigenously an intermediate

level of duty at 60% ad valorem is proposed.
Duty on Watches and Components increased from
2% ad valorem to 5% ad valorem.

Concession=1l import duty for specified items of
food processing and packaging machinery increased

from 35% to 40% .

Duty on Pig Iron to increazse from Rs., 80 to Rs. 200

per tonne,

Excise duty on high pressure sodium vapour lamps
reduced from 15% to 10% . Further = concessional

import duty of 50% on four specified inputs for

the manufacture of such lamps is proposed.

Certain concessions in Customs duty to specified

Life Saving Drugs and drug intermediates is proposed.

Excise duty on matches reduced, However, a duty

incresse proposed on Pottasium Chlorate, an essentizl

raw material for manufacture of matches,



Budget 1989-90
Speech of

Shri S.B.Chavan
Minister of Finance

28th February, 1989

PART A

Sir,

| rise to present the Budget for the year 1989-90. The
Budget is an insiiument for achieving the basic obiectives of
planned development which, broadly, are growth,
modernisation, self-reliance and social justice. In each of
these areas, we have made substantial progress. There are
clear signs cf an acceleration in the growth rate of our
economy during the eighties. The pace of modernisation,
particularly in industry and infrastructure has increased
greatly because of the policies pursued by us for the past few
years. The movement towards self-reliance has been
maintained by the sustained growth in exports. And most
important of all, our commitment to the goals of social justice
has been demonstrated in the major iritiatives that we have
taken in anti-poverty and employment programmes and in
the fulfilment of essential needs. These long-term objectives
provide the framework within which the Budget for 1989-90
has been formulated.

2. The Annual Budget has to pursue these long-term
objectives within the context of the short-term economic
situation. The Economic Survey for the year 1988-89, which
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was laid on the Table of the House a few days ago, deals

with the economic situation in some detail. | will only
okl = e ey ooints.

3. The performance of the Indian economy in the past few
years has shown unmistakable features of strength. The first
is the resilience of the economy when confronted with the
severe disruption caused by drought and floods. Last year,
my predecessor, when presenting the Budget, had referred
to this and indicated that the gross domestic product would
grow perhaps by 1 to 2 per cent. | am happy to inform the
House that the latest estimates of economic performance in
the drought year of 1987-88 indicate that, despite the
drought, GDP grew by 3.6 per cent. This commendable
performance in a year of drought has been followed by
vigorous growth in the current year and we expect the GDP
to grow by 9 per cent or more in real terms. Both the rate of
growth of GDP in the drought year and the pace of recovery
in the post-drought year, are significantly higher than those
in earlier periods of drought. | may add that the average
growth rate of GDP in the first four years of the Plan will
exceed the Plan target of 5 per cent.

4. The performance in the agricultural sector in these past
two years gives grounds for hope. Last year, despite the
severe drought and fioods, focdgrains production was 138
million tonnes, only marginally lower than in the previous
year, showing that our policies to contain the impact of the
drought were successful. This year, foodgrains production is
expected to exceed the target of 166 million tonnes.
Oilseeds, cotton and sugar production are expected to reach
record levels. The sector continues to demonstrate a high
potential for growth.

5. The growth in output in a period of stress, the careful
management of the food economy by the Government, and
the special measures taken to boost agricultural production
and provide relief to those affected by drought have ensured
that inflation, as measured by the Wholesale Price Index,
was limited to 10.6 per cent in 1987-88. The rate of inflation in
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the current year has been under 5 per cent up to the end of
January, 1989. Government is concerned about the
pressure on prices, but it is a matter of some satisfaction that
this pressure has been generally lower than in previous
droughts. Government remains fully vigilant on this crucial

front and are determined to ensure effective containment of
inflation.

6. The second encouraging feature of economic
performance in recent years, is the sustained growth of
industrial sector and improved performance in the field of
infrastructure. For 4 years in succession, manufacturing
output has grown by over 8 per cent per year which is a clear
vindication of the industrial policy of the Government. There
is a spirit of optimism in industry which is reflected in the
generally good corporate performance and buoyant
conditions in the capital market. Electricity generation has
increased steadily and the plant load factor of thermal plants
has gone up from 50.1 per cent in 1984-85 to 56.5 per cent in
1987-88. Targets for capacity creation in the power sector
set for the Seventh Plan are expected to be achieved. In the
Railways the quantity of freight carried has increased in the
first three years of the Seventh Plan by an amount as large as
the total increase over the previous 10 years. More
important, there has been a steady improvement in
productivity over these years. A particularly welcome feature
is the improvement in the performance of the basic materials
industries. In the first nine months of this year, production of
saleable steel by the integrated steel plants rose by 10.1 per
cent, of cement by 12 per cent, nitrogenous fertilisers by 26.2
per cent and phosphatic fertilisers by 64.5 per cent when

compared with the corresponding period last year.

7. The performance of Central Public Sector Enterprises
has shown improvement. In the first six months of this year
the provisional results of 179 operating enterprises show
that their net profit rose to Rs.694.19 crores from Rs.59.79
crores in the corresponding period of 1987-88.
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8. We are committed to a policy of supporting the growth
of our public sector. However, we recognise that some
changes are required to ensure a higher level of
performance, particularly with regard to resource
generation. With a view to granting greater autonomy to
public sector enterprises consistent with their accountability,
the Government has been signing Memoranda of
Understanding with some of the Public Sector
Undertakings. The MOU indicates the responsibilities of the
enterprise in fulfilling certain physical, financial and social
objectives including resource generation, and of the
Governmerit, in turn, for supporting the enterprise in fulfilling
various objectives and targets set for the enterprise. Eleven
Public Sector Undertakings signed MOUs with the
Government for the year 1988-89. Seven more Public
Sector Undertakings will sign MOUS for the year 1989-90.
The Government has constituted a High Level Committee
under the Chairmanship of Cabinet Secretary to evaluate
the performance of MOU signing companies and their

administrative Ministries in fulfilling their obligations under
the MOU.

9. | have referred to the resilience of the economy and the
improved growth performance in industry and infrastructure
because these are the strengths that will allow us to pursue
even more vigorously our basic objectives of raising the
living standards of the poor and strengthening the economic
independence of our country. But | would be ‘siling in my

duty if | do not also draw the attention of the Ho:: certain
problem areas.

10. One area that naeds more attention is the stimulation
of savings and the containment of the budget deficit. We
have always prided oursetves on being a nation with a high
savings rate, and our culture has always emphasised the
virtues of simple living and frugality. Budgetary policy must
reinforce these virtues of thrift both through positive
incentives to stimulate savings and through measures 1o
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restrain luxury ronsumption. | will indicate later in the

speech the specific measures that we propose to take
towards this end.

11. Equally important, and in some sense more
significant, is the prudent management of public
expenditure. Sometimes, it is assumed that Government
expenditure, as commonly understood, is all on the wages
and salaries of Government servants and on goods and
services purchased by the Government Departments to fuliil
their functions. This is far from being the case. In actual fact,
the direct consumption expenditure of the Central
Government on defence and Government Administration is
less than one quarter of the total expenditure. A little under
one tenth of the Budget is for the direct capital expenditure of
the Central Government. As much as two-thirds of the
Budget expenditure really take the form of financial transfers
to other spending entities by way of interest, subsidies,
grants, loans, etc. In fact, a significant part of what is shown
as expenditure in the Budget is only the financial
intermediation of funds shown as a capital receipt on the one
side and as expenditure in the form of loans or equity
investment on the other.

12. | am drawing attention to the structure of the
expenditure side of the Central Budget in order 1O
emphasise that the exercise of due prudence is not merely @
matter of economy instructions reqarding staff or trave: of
purchases. That is certainly important. But it is as important,
in fact even more important, to consider other items of
expenditure like subsidies, grants and loans, many of which
are embedded in specific schemes and programmes. We
must ask ourselves whether we 2re getting value for money
from these subsiuies, schemes and programmes. In many
cases the desired result could be achieved at a lesser cost
by better targetting, consolidation of multiple programmes.
greater decentralisation linked to mobilisation of locai
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resources. We will ensure that such an evaluation forms the
basis for the schemes/programmes that will form part of the
Eighth Plan.

13. The balance of payments is another area of concern.
A certain amount of pressure on external payments is
unavoidable in a situation where we have urgent needs for
investment and modernisation which inevitably require
expansion of imports. It is for this reason that Government
have attached high priority to expanding exports to pay for
the imports the economy needs. Our policies in this regard
have been successful and in the past two years our exports
have increased quite rapidly- over 25 per cent in 1987-88
and 24 to 25 per cent in the first nine months of the current
financial year. But at the same time, the import bill has also
increased sharply, especially so in the first half of this year.
This surge in the import bill is partly due to the foodgrains and
edible oil imports necessitated by last year's drought and
partly to the sharp increase in the international prices of
metals, chemicals and edible oils. Apart from this, our debt
repayment liabilities were relatively high. The limited
availability of concessional finance has compelled us to
increase the share of commercial borrowings, but we have
tried to keep these within limits that are manageable. We do
not envisage any difficulty in servicing our external debt.

14. The Indian economy has a great deal of underlying
strength. The sustained growth of industrial sector and the
investments made in modernisation and upgradation will
show results in terms of higher exports. This in fact is the real
answer to the balance of payments problem. | have every
hope that the momentum of export growth will be sustained
and enhanced. If necessary, we must be prepared to restrain
domestic consumption to some extent in certain areas in
order to release supplies for export.

15. We have resisted the temptation to cope with the
short-term difficulties in our balance of payments by ad hoc
import regulation through detailed import licensing. Such a
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process would be self-defeating as it will disrupt the
economy, inhibit exports and weaken our attempts at
modernisation. The composition of our imports has changed
greatly during the eighties. In 1980-81, 65 per cent of our
imports consisted of a few bulk commodities like foodgrains,
edible oils, fertilizers, petroleum and metals where direct
import regulation through foreign exchange allocations is
relatively easy. In 1987-88, these bulk commodites
accounted for only 33 per cent of our imports. The other
imports cover a vast range of raw materials, capital goods,
chemicals and industrial components. Direct regulation of
these through foreign exchange allocations is difficult and
could well lead to delays and inefficiency. Hence, the non-

bulk import bill has to be managed through more effective
use of indirect instruments.

16. Later in this speech | will put before you some
measures to discourage low priority imports which go
towards the consumption of upper income groups. Kit
culture based consumerism is not the objective of ocur
industrial and trade policy and must be discouraged.

17. Industrial policy has an important role to play in
stimulating production which can substitute efficiently for
imports. Towards this end the Government will ensure that
domestic production of items which are imported in
substantial quantity is maximised and will re-examine and
remove any restrictions which stand in the way.

18. Let me now turn to the special thrust areas in this
Budget.

Anti-Poverty Programmes:

19. Successive budgets have sought to tackle the basic
problems of poverty and unemployment directly, a process
which has been greatly accelerated since 1980-81. In that
year, actual expenditure on rural development, social
services and food and cloth subsidies amounted to Rs.1,971
crores in the Central Budget. The greater part of the
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expenditure in these areas is for directly targeted
programmes to improve employment and the earning
capacity of the poor and of vulnerable groups like scheduled
castes and tribes, and weaker sections, provide them with
basic services like education, health-care and water supply,
and subsidise some items of essential consumption. In
1988-89 the Budget Estimates provided Rs.8,652 crores for
the same activities.

20. | have not included in this total the expenditure on
agriculture and the fertilizer subsidy which has increased
from an actual expenditure of Rs.1,179 crores in 1980-81 to
a Budget provision of Rs.4,343 crores in 1988-89.

21. Under the Integrated Rural Development Programme
(IRDP) over 25 million families below the poverty line have
been assisted to take up income generating activities. The
total investment under this Programme since the beginning
of the Sixth Plan has bzen over Rs. Ten thousand crores,
including the term credit provided by the financial

institutions.

22. | am happy to inform the Hon'ble Members that under
the twin programmes of employment generation for the rurai
poor, viz., National Rural Employment Programme (NREP)
and Rural Landless Employment Guarantee Programme
(RLEGP), 67 crcre mar.deays of employment were generated
during 1987-88 as agaiist the target of 50 crore mandays.

23. The present strategy of direct attack on rural poverty
ithreugh the existing rnajor programmess of self-employment
and wage-employmernit will be continued and made more
cost effective

24. Employment is the most urgent need ot cur people.
Much of the employinent growth wiit come irom growth in
agriculture and in labour-intensive agro-processing
‘ndustries  and services. However, a direct attack on the
prablem of unemploymeny is  essentiai. We,
Derelnre vro,0se 1o give a special thrust tc all crosmmes
St oemplosment generation. It is proposed o merge
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NREP/RLEGP into a single programme, and to decentralise
its implementation. This merged programme will operate

throughout the country and will be funded 75 per cent by the
Centre.

25. Poverty and unemployment are intense in certain
disadvantaged regions and existing employment
programmes fall short of needs. Hence, in addition to the
reorganised national programme it is proposed to launch a
new intensive rural employment programme which will
provide additional funds to selected 120 districts which are
backward and suffer from acute unemployment.

26. In this year when we are celebrating the birth
centenary of Pandit Jawaharlal Nehru, the architect of
modern India, there is perhaps no better way of
remembering him than to intensify our efforts to remove
poverty and unemployment. This programme is a further
major step in that direction. It will be named after Panditji to
reflect the deepest aspiration of our people.

27. This new programme will ailow fuiler employment
opportunities to at least one member of each family living
pelow the povenrty line. The funds for this scheme will be in
addaition to the provision available to the district under the
NREP and RLEGP Programmes. These funds will be
merged and locally useful schemes will be taken up to
maximise employment opportunities and the creation of
productive assets. We hope that the enhancement of the
provision for employment through this new scheme will
ensure substantial improvement in living standarcs of the
poor and an increase in the productive and socially useful
assets in these areas. The details of the programme will be
announced later. The provisicn for this new programme will
be Rs.500 crores in 1989-90. Including this, the provisicn for
employment programmes will be Ps.1711 crores in
1989-90. | propose to cover the cost of the new programme
basically by mobilising additional resources from those who



already have substantial incomes and the benefit of gainful
employment. | will revert to this later in my speech.

28. We welcome further efforts in this direction by State
Governments. Recently, the Constitution has been
amended to raise the upper limit for the profession tax to
Rs.2,500. We urge State Governments to use this enabling
provision to mobilise additional resources for expanding

employment.

29. Additional employment will help poor households to
raise their standard of living. But in addition a more direct
effort at improving the condition of women and children is
necessary. | therefore propose a new programme for the free
distribution of saris to destitute women. As for children the
ongoing Integrated Child Development Services
Programme will be greatly expanded to cover 500 more
blocks in addition to over 1700 already covered. This
programme is aimed at raising the health,nutrition and

educational status of poor children.

30. The total outlay for rural development, social services
and on food and cloth subsidies will be Rs.9374 crores in

this Budget.

31. The implementation of anti-poverty and social
services programmes takes place largely through State
Plans. Many of these programmes are externally assisted. At
present 70 per cent of assistance received under externally
aided projects is made available to State Governments as
additional Central assistance. It is proposed to modify these
arrrangements to enhance the additional central assistance
made available to the States to 100 per cent for assistance
received under externally aided projects in the social
services sector, and for programmes which have a direct
bearing on poverty alleviation. This decision will make
available substantially more resources to the States than
under the present arrangements, and will facilitate
additional investments by them in these vital sectors.
Sectors which are expected to benefit from this decision are
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Agriculture, Rural Development, Irrigation, Environment,
Health, Family welfare, Nutrition, Women's Development,

Education, Housing, Water Supply and Urban
Development.

Agriculture

32. Agriculture is the mainstay of our population and a
priority sector in cur Plans. Today the incidence of taxes on
agricultural outputs and inputs is minimal and in fact

substantial subsidies are provided both in the Central and
State Budgets.

33. As | mentioned earlier, Plan and non-Plan
expenditure on agriculture and the fertilizer subsidy has
gone up sharply since 1980-81. This year also provision is
being stepped up and will reach a level of Rs.5173 crores.

34. Credit is a major input for agricultural production. In
order to increase the flow of credit to agricutture, the target for
direct finance to agriculture by Public Sector banks, which
was raised last year from 16 per centto 17 per cent of their
total outstanding advances is being further raised to 18 per
cent to be achieved by the end of 1989-90. With this change
the total credit to be made available to agriculture by
commercial banks, Regional Rural Banks.and Cooperative
banks will increase by over Rs.4,000 crores in 1989-90.
Hon'ble Members are aware that the rate of interest on crop
loans upto Rs.15,000 was reduced last year and the
reduction varied between 1 1/2 per cent and 2 1/2 per cent.
With a view to extending the scope of relief, the Reserve
Bank of India is today issuing instructions reducing the rate
of interest charged on crop loans between Rs.15,000 and

Rs.25,000 to 12 per cent from the existing maximum rate of
14 per cent.

35. One area of concern is the pace of implementation of
irrigation projects in the States. In addition, the gap between
the potential created and utilisation of irrigation, leaves
much to be desired. The decision to provide higher
additionality for external assistance for agriculture and
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irrigation which | have referred to earlier will add to the funds
available for these purposes. in State Plans. My hope is that
this will help in ensuring better utilisation of aid funds and
quicker completion of projects.

36. The rapid growth in incomes in our rural economy will
require rot merely higher production but also diversification
of crops, better post-harvest technology, processing of
agricultural products into higher value products, etc.

37. The new Ministry of Food Processing Industries, the
first of its kind in the developing countries, was established in
July,1988 to provide for a dynamic relationship between the
farmer and industry so that there is better utilisation of
agricultural products, greater addition of value to rural
produce, generation of massive employment in rural areas,
enhancement of the net level of rural incomes and induction
of modern technology in the processing of food. Another
objeciive of the Ministry is to promote utilisation of the large
scale wastages which take place in the pre and post harvest
handling of fruits and vegetables, thereby improving the
economic utilisation of food produced as well as enhancing
the nutritional inputs available to the people. Later in my
speech I will indicate some fiscai incentives to provide a
greater stimulus to these industries.

Housingd
38. The Government attaches very high priority to

nousing. It is an activity that meets a very essential need and
that is capable of generating a very substantial volume of
employment. In pursuance of this, the Government has
formulated a comprehensive National Housing Policy. In the
field nf housing finance several new initiatives were taken in
1988-89. The Reserve Bank of India has liberalised the
terms and conditions of housing loans. The Life Insurance
Corporation has launched a new scheme known as Bima
Niwas Yojana which will enable policy holders to receive
financial assistance for purchase or construction of flats.

39. The National Housing Bank has been established
and has now become operational. Promotion of a healthy
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housing finance system and providing adequate finance to
the housing sector are the principal functions of the Bank. In
formulating its financing policies, the Bank wili adopt the
motto of the small man first. It has accordingly announced its
re-finance scheme in respect of loans given for low income
housing of upto 40 square metres. Similarly, in land
development and housing projects financed by it, the Bank
will ensure that not less than 75 per cent of the plots to be thus
developed or houses to be built will be for those seeking
built-up accommodation upto 40 square metres.

40. The prospect of owning a house is a major incentive
for saving. We have, therefore, decided to establish a new
scheme called the Home Loan Account Scheme which will
be launched by the National Housing Bank in cooperation
with scheduled banks. To facilitate participation by all
segments of the community especially in rural areas, the
minimum contribution to the saving scheme is fixed at Rs.30
per month or Rs.360 per annum. The savings will earn
interest at 10 per cent per annum. Any individual not owning
a house anywhere will be eligible to join the scheme. After
saving for a minimum period of five years, a member will be
eligible for a loan equal in amount to a multiple of the
accumulated savings including interest. Specific efforts will
be made to link up the Home Loan Account Scheme with the
registration for land or house allotment by public agencies-
| will propose certain tax concessions for these savings.

Industrial Development

41. Let me now tum to the industrial sector. | have referred
tc the good performance of the industry and infrastructuré
sector. We believe that the changes with regard to industrial
licensing, price and distribution controls and trade policy
that we have made over the past few years have paid rich
dividends. The underlying theme of these policy changes is
to promote both growth and efficiency by stimulating
domestic competition, technology acquisition and
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modernisation. Our industrial structure is now very complex.
Many segments have reached a certain degree of maturity.
In this situation it is possible for us to relax many of our
detailed regulations and yet remain in control over the
direction of development through a judicious use of fiscal
and credit policies. In furtherance of this approach, the
Government has decided to decontrol the pricing and
distribution of cement and aluminium with immediate

effect.

42. Since the partial decontrol of cement from 28th
February, 1982, the cement industry has witnessed an
impressive growth. The production of cement which was
51.01 million tonnes in 1981-82 is slated to increase to 43.5
million tonnes in 1988-89 and 49 million tonnes in 1989-90.
Over this period, the levy obligation has been progressively
decreased and a fair price for the levy cement has been
given. These policies have led to the stoppage of imports
since 1985. In fact, the country is now in a position to export
cement. Our long term strategy is to increase the production
to 65 million tonnes by the end of the Eighth Plan and 87
million tonnes by the end of the Ninth Plan. At present, the
levy obligation works out to less than 20 per cent of the total
output of the industry. It has now been decided that all price
and distribution controls on the cement industry be removed
with effect from 1st March,1989. To ensure the availability of
cement at reasonable prices in the remote and hilly regions
of the country, a suitable subsidy scheme is being worked

out.

43. With the progressive commissioning of the National
Aluminium Company (NALCO), India has made great
strides in the production of aluminium metal. After achieving
a record production of 278,000 tonnes in 1987-88,
production in 1988-89 is estimated to go up by 30 per cent to
about 360,000 tonnes. During 1989-90 aluminium
production is iikely to increase by another 20 per cent to
reach a level of 435,000 tonnes. NALCO is also exporting
alumina and some aluminium and will earn about Rs.200
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n foreign exchange during 1988-89. India has thus
emerged not only self-sufficient in aluminium metal but will
generate exportable surplus in the years ahead. In view of
this the Government has decided to decontrol the price and
distribution of aluminium with effect from 1st March, 1989.

crores i

44. The dispersal of industry to backward areas remains
a major plank of our industrial policy. The principal barrier to
industrial development in backward areas is the lack of
infrastructure. Recently, the Government has announced a
new approach to this in the form of the Growth Centre
Scheme. In the first phase 61 growth centres will be taken up
and provided with infrastructure facilities of a high order. |
have provided Rs.20 crores as the Central contribution for
this scheme in 1989-90 Plan and, depending on the pace of
.implementation, this will be enhanced, it necessary.

45. Let me now turn to the operation of capital markets. A
substantial volume of personal savings now flows through
the financial instruments traded in this market. In fact, the
breadth and depth of our financial structure is an asset that
we must use to mobilise savings and channel it into
productive directions. Our rural households are showing
growing interest in investing in bonds, debentures and
shares. However, the provision regarding tax deduction at
source is a disincentive. We have already raised the limit
below which there will be no tax deduction at source to
Rs.2,500 for dividends. | propose to do the same for interest
payments on bonds and debentures.

46. The flow of savings into the Capital Market is directed
very much to fixed interest bonds and debentures. However,
industrial development also requires risk capital in the form
of equity. In order to stimulate the flow of personal savings
into equity, the Government intends to introduce an Equity-
Linked Savings Scheme. The Scheme will operate through
UTI and recognised Mutual Funds and investments will be
eligible for tax deductions on the basis of net annual
additions to such savings. Details of the Scheme wiil bé
announced shortly.
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47. The dynamism shown by the industrial sector is to a
certain extent the result of our effort to stimulate competition.
However, as the industrial environment becomes more
competitive, we will need effective measures for coping with
the problems of industrial sickness. Some arrangements
are in place under the Sick Industrial Companies (Special
Provisions) Act, 1985. However, it is necessary that we take
steps before this stage of sickness is rea. .~ to encourage
and stimulate potentially sick units o rehabilitate
themselves. In order to do this, the Government intends to
work out an excise relief scheme for weak units to provide
them with a proportion of their excise payments as part of a
diversification, modernisation or rehabilitation package

approved by designated Financial Institutions.

Other Areas
48. Let me now turn to couple of other areas whete |

propose some changes.

49. The Government has been examining the utility of the
Gold Control Act to see whether it has served its purpose or
not and whether it requires any modification. In the light of
this examination the Government proposes to modify the
Gold Control Act with a view to keeping a measure of control
over primary gold only. This is expected to benefit hundreds
of thousands of goldsmiths and artisans who will be able to
freely conduct their age-old traditional profession and
provide better service o the customers in terms of quality,
purity and price. Further this will lead to a boost in the export
of gold jewellery which has been stagnant. The details will
pe worked out and necessary legislation will be introduced

soon.

50. | have referred to the need to give a stimulus to
savings and have already referred to two measures directed
towards this end - the Home Loan Account Scheme and the
Equity Linked Savings Scheme. Several initiatives in the
area of small savings have been taken in the recent years. |
am happy to report to the House that the Indira Vikas Patra,
introduced in 1986 and the Kisan Vikas Patra introduced in



1988 are attracting a substantial volume of savings. These
two savings instruments do not carry any-tax concessions. |
propose to introduce a new National Savings Certificate
Series VIl which will carry an interest rate of 12 per cent and
will be eligible for tax concession under Section 80C but not
under Section 80L. The existing National Savings
Certificates Series VI and VIl will be discontinued. This is
part of the process of rationalisation of savings incentives.

51. lam conscious of the need to protect the savings of
workers in the provident fund and their right to gratuity. The
Employees Provident Fund Act has been modified to raise
the minimum contribution to 8 1/3 per cent and this
enhanced contribution has taken effect from 1st August,
1988. The Payment of Gratuity Act has been amended to
provide for compulsory insurance of gratuity liabilities or the
setting up of a gratuity fund under income-tax rules where
the pattern of investment will be as prescribed by the
Government from time to time. It is proposed to implement
these provisions soon after framing necessary rules.

52. Asthe Hon'ble Members are aware, this Govermment
has, in the recent past, taken various measures to. help
pensioners. The Government is keen to ensure that pension
and pensionary benefits are sanctioned and paid promptly
and procedures for disbursement simplified. Towards this
end, the Government has decided to further simplify the
procedure of pension payment to civil pensioners who draw
their pension from banks. The proposed simplification
envisages that the two intermediary agencies of
Accountants General and District Treasuries will not be
involved in this work which will be handled by a new Office of
Chief Controller of Accounts (Pensions) in the Ministry of
Finance. The entire work of pension payment and
accounting thereof will be computerised. The new system is
proposed to be introduced during 1989-90.

53. | also propose some fiscal relief on family pensions
and a new savings scheme for retiring Government
employees with ceriain tax concessions which | will revert to
later.
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54. Our freedom fighters have made great sacrifices in
our struggle for independence. In this year when we are
celebrating the birth centenary of one of the greatest leaders
of this struggle, it is but appropriate that we raise the pension
for freedom fighters to Rs. 750 as a mark of the nation's

gratitude.
55. | shall now turn to the Revised Estimates for 1988-89
and the Budget Estimates for 1989-90.

Revised Estimates 1988-89
56. Since the presentation of the Budget for the current

year, additional provisions have become necessary for
certain inevitable increases in expenditure. Budget support
for Central Plan has to be increased by Rs.771 crores. The
increases mainly relate to settlement of claims arising out of
crop insurance scheme, subsidy for setting up of industries
in backward areas, strengthening of equity base of Power
Finance Corporation, payment to Shipping Companies to

" meet commitments made by the erstwhile Shipping

Development Fund Committee and passing on to financial
institutions rupee equivalent of external credits extended to

them.

57. Central assistance for State and U.T. Plans is
expected to be Rs.421 crores higher mainly due to special
assistance that has to be provided to Punjab for financing its

Plan outlay.

58. On the non-Plan side an additional provision of
Rs.300 crores is required for export promotion and market
development. Subsidy on indigenous fertilizer will also be
higher by Rs.250 crores. A marginal increase of Rs.200
crores has been made in defence expenditure. An
additional provision of Rs.497 crores will be required for
defence pensions on the basis of actual claims arising out of
revision of defence pension rates. Grant assistance to
States affected by floods has to be increased by Rs.100
crores. Provision of certain facilities in Punjab necessitated
by security considerations has‘cost Rs.71 crores.
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59. There have been other increases as well. All these
would have resulted in a much higher order of increase in
non-Plan expenditure and in deficit financing. Government
have taken a number of measures to contain the increase in
expenditure and improve receipts.

60. Ministries and Departments were instructed to locate
savings to meet to the maximum extent possible the
increases in expenditure including the liability for additional
instalments of dearness allowance and bonus sanctioned to
Government employees during the year. The economy
instructions issued last year were continued this year also.
As a result of these measures, the increase in non-Plan
expenditure has been contained.

61. Gross tax revenue is expected to yield Rs.776 crores
more. The improvement is mainly in Union Excise duties,
Customs duties and Corporation Tax. Under non-Tax
Revenue the profit on imported edible oils is expected to
show a sharp reduction owing to an increase in international
prices. Capital receipts are expected to show significant
improvement. Total receipts of Government are now
estimated at Rs. 67843 crores as against Rs. 66076 crores in
the Budget estimates. Total expenditure is estimated at Rs.
75783 crores as against the Budget estimate of Rs. 73560
crores. The overall deficit for the year is now estimated at Rs.
7940 crores. Thus, in spite of the large additional burden
thrown on the budget and the various concessions given it

has been ensured that overall deficit does not increase
substantially.

Budget Estimates 1989-90

62. Next year being the last year of the Seventh Five Year
Plan period every effort has been made to ensure that
maximum resources are made available for development.
Budgetary support for Central Plan including special
additional provision of Rs.500 crores for new economic



programmes is placed at Rs.16,964 crores. Internal and
extra budgetary resources for Central Plan are estimated at
Rs.17,482 crores. The total Central Plan outlay for 1989-90
will thus be Rs.34,446 crores against the current year's
approved outlay of Rs.28,715 crores showing a step up of

nearly 20 per cent.

63. Hon'ble Members will be happy to note that in real
terms the actual outlay in the Central Sector for the five years
would be around 115 per cent of the original Seventh Plan

outlay.

64. The Central Plan for 1989-90 places a great deal of
emphasis on agriculture, rural development and related
areas. A new strategy for agricultural planning has been
developed on the basis of different agro-climatic regions.
The provision for agriculture and irrigation in the Central
Plan has been stepped up to Rs. 1408 crores. | also propose
allocation of Rs.495 crores for the Department of

Fertilizers.

65. The programmes of Rural Development are central to
our Plan strategy. Inclusive of the provision for the new
programme, the provision in the Central Plan for this sector
has been stepped up by 28.4 per cent. For promoting rural
industrialisation, the reorganised Khadi and Village
Industries Commission has planned to expand and diversify
its activities. Besides identifying 33 new industries for
promotion in the current year, 41 other industries will be
taken up for development in the future in a phased
manner.

66. The provision for social services in the Central Plan is
being stepped up to Rs.3396 crores. The main emphasis in
the social welfare programme in the Annual Plan 1989-90
will be on development of services for early childhood care,
women's development, prevention of disabilities and
rehabilitation of the affected persons. In order to meet these
goals, a large expansion is envisaged in programmes like
Integrated Child Development Service (ICDS), income-
generating schemes for poor and destitute women,
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education, training and economic rehabilitation of disabled
persons. Adequate attention will be given to creating
awareness regarding the rights of women, campaign
against the atrocities inflicted on them and also against the
social evils like child marriage, dowry, drug abuse, etc.

67. The Seventh Plan has been characterised by a
special thrust towards human resources development. The
approach, strategies and major thrust areas included in the
Seventh Five Year Plan and the priority programmes of the
National Policy on Education 1986, taken up in 1987-88 are
being continued. Emphasis is given on universalisation of
elementary education, eradication of adult illiteracy,
vocationalisation of secondary education, improvement
and consolidation of quality and standards of higher
education and modernisation and removal of obsolescence
in technical education.

68. In order to maintain the tempo of growth that has been
attained in recent years, it is necessary that we continue to
invest in the expansion and modernisation of our
infrastructure sectors. Hence, the outlays in the Central Plan
for Power development have been raised by 38.6 per cent,

for Railways by 15.6 per cent and for Telecommunications
by 56.6 per cent.

69. Major public sector projects in the industrial sector
included in the Seventh Plan have either been completed or
are expected to be completed in the last year of the Plan.
These include the expansion of Bhilai Steel Plant, Stage | of
Visakhapatnam Steel Plant, the Aluminium Complex of

"NALCO in Orissa, the gas based fertilizer plants at Bijaipur,
Aonla, Namrup IIl, the Caprolactam project at
Udyogmandal, captive power plants at Durgapur, Barauni,

Panipat and Bhatinda and the Maharashtra Gas Cracker
Complex.

70. In the industry sector adequate outlays have been ...
provided in the Annual Plan 1989-90 for progd&tive. ~ - ° -

schemes and projects of on-going nature which % : Hd be D, 2%
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commissioned during the last year of the Seventh Plan, as
well as for initiating the necessary preliminary action for the

Eighth Plan.

71. Central assistance for the Plans of State and Union
territory Governments is placed at Rs.10,850 crores against
the current year's Budget level of Rs.9,714 crores. Total
expenditure from Central Budget on Plan account will be
Rs.27,814 crores next year as against current year's Budget

level of Rs.25,714 crores.

72. Government is aware of the extremely difficult
circumstances in which our brave armed forces have been
carrying out their arduous responsibilities of defending our
country. The whole nation owes its grateful thanks to them for
ensuring the security of our borders and for bringing credit to
our country when called upon to help other friendly countries
in their hour of need. At the same time, all of us recognise that
there is continuing need for implementing measures for
greater cost eﬁectnve?wess m our expenditure on defence.
My colleagues in the Mmlstry of Defence have already
introduced a number of measures to improve the cost
effectiveness of such expendlture Keeping this in view |
have provided for a sum of Rs.13000 crores for Defence
during the coming year. | assure the House that
Government will not falter in ensuring the highest level of
defence preparedness.

73. Provision for food, fertilizer and export promotion
subsidies next year is Rs.7,472 crores against Rs.6,841
crores in the current year's Revised Estimates. Interest
charges next year are estimated at Rs.17,000 crores against
Rs.14,150 crores in the current year. Grants to States as a
result of the recommendations of the Ninth Finance
Commission are estimated to be Rs.612 crores higher than
in the current year. An additional provision of Rs.152 crores
has been made next year for expenses in connection with
the General Elections. The deficit of Department of Posts is



estimated to be. Rs.97 crores higher than in the current
year.

74. Every effort has been made to contain the growth of
non-Plan expenditure and only the barest minimum
provisions have been allowed. Total non-Plan expenditure
in 1989-90 is estimated at Rs.54,347 crores against
Rs.48,877 crores in the Revised Estimates for the current
year.

75. Coming to Receipts, Gross Tax Revenue at the
existing rate of taxation is estimated at Rs.49,588 crores.
After payfnent of Rs.12,054 crores to States as their share of
taxes and Rs. 50 crores to local bodies in Union territories as
assignment of revenue, the net accrual to Centre is
estimated at Rs.37,484 crores against Rs.32,652 crores in
the current year. Market borrowings are placed at Rs.7,400
crores against Rs.7,250 crores in the current year. External
assistance net of repayment is placed at Rs.3,722 crores
against Rs.3,216 crores in the current year. Taking into
account the variations in other receipts and expenditure, the
overall deficit for next year at existing rates of taxation is
estimated at Rs. 8240 crores.



PART B



Budget 1989-90

Speech of

Shri S.B.Chavan
Minister of Finance

28th February, 1989

PART B

76. | now tumn to my tax proposals for 1989-90.

. For most people taxation is vexation. 1 will only say that weé
raise resources through taxation to fulfil a larger common

purpose and seek to return to people a benefit which is greater
than the cost they bear.

78. My budget proposals are guided by the objectives and
economic perspectives | have outlined earlier. More specifically
the proposals are oriented to the following ends:

- promoting productive employment,
- protecting the consumption standards of the poor,

- discouraging non-essential luxury consumption particularly
when it is import intensive,

- providing some relief to middle income taxpayers,

- maintaining the tempo of industrial modernisation and
growth,

- containing the budget deficit for 1989-90.



79. Now | turn to the budget proposals regarding the direct
taxes.

80. The Hon'ble Members are aware of the high priority the
Government attaches to creation of productive employment. As |
mentioned earlier, a number of schemes are already being
implemented to generate employment in rural areas to benefit the
vulnerable sections of our society. However, we feel that a time
has come for taking initiative to make a substantial dent on the
problem of unemployment. To this end, as already stated,
Government proposes to introduce a new intensive rural
employment programme, to be called Jawaharlal Nehru Rojgar
Yojana. In order to mobilise resources for this programme, |
propose to levy a surcharge at the rate of 8 per cent. on resident
taxpayers with incomes above Rs. 50,000/- from assessment
year 1990-91. | am sure that those who are privileged to have
employment in a society, where there are so many who are
deprived, will not mind this sacrifice in the interest of creating
employment for those not so fortunate.

81. The Government has maintained stability in the direct tax
rates during the last four years. However, it has often been
represented that a 25 per cent. tax at the entry point discourages
many taxpayers in coming to the tax net voluntarily. Accordingly, it
is proposed to reduce the rate of tax for individuals in the entry
slab of Rs. 18000-25000 from the present rate of 25 per cent. to
20 per cent. '

82. This House is aware of the fact that in order to mobilise
resources to meet the requirements of the drought in 1987 and its
after-effects in 1988, a surcharge on income-tax and wealth-tax
was levied. | do not propose to continue theWeaith Tax and
Income-Tax surcharge from the assessment year 1989-90 and
1990-91 respectively.

83. The combined effect of the changes that | am proposing
with regard to the employment surcharge and the changes in the
rate structure will be such that a person with a taxable income of
below Rs.56,000/- will pay less tax than at present. The entire
burden of additional direct-tax will fall on those with a taxable



income above Rs. 56,000/- per annum. The revenue effect of
this surcharge will be Rs.500 crores. | have no doubt that the
House will welcome this socially progressive measure.

84. With a view to curbing conspicuous consumption, |
propose to enhance the rate of expenditure tax under the
Expenditure Tax Act, 1987, as applicable to certain hotels, from

10 per cent to 20 per cent. This will yield an additional
Rs.30 crores.

85. | now come to some measures for providing relief.

86. To meet the housing needs of the citizens has always
been an important policy objective of the Government. In his
Budget Speech for 1987-88, the Prime Minister envisaged a
high priority for the housing sector and had announced the
decision to set up a National Housing Bank. Necessay
legislation in this regard has been passed and the National
Housing Bank has become operational. In order to heip the
National Housing Bank mobilise resources in its nascent stage, |
propose to provide that the deposits made in the Home Lo&n
Account Scheme of the National Housing Bank as weli as ¢
repayment of housing loan taken from the Bank will qualify for
deduction provided under section 80C of the Income-tax ACt.
The investment will also be exempt from wealth-tax subject tO
the overall ceiling of Rs.5 lakhs. Further, the taxpayers wiil nOW
get a tax concession under section 54E on capital gains if thé

sale proceeds are invested in the bonds and debentures issued
by the National Housing Bank.

87. Poultry farming is emerging as an important activity for
enhancing nutrition and providing employment. |, therefore,
propose to provide tax exemption to the income from poultry
farming at the rate of thirty-three and one-third per cent. of such
income. This measure should go a long way in encouraging
investment in this area.

88. Retiring Government employees are often on the look out
for investment opportunities with a good post-tax return. With this



view, it is proposed to set up a deposit scheme in which a retiring
employee may invest the whole or part of his retirement benefits
for a block period of three years. The interest on this investment
will be free from income-tax. Further, this investment will also be
exempt from wealth-tax. The present ceiling of exemption of
wealth upto Rs. 5 lakhs in respect of wealth in certain specified
forms will also not apply to such deposits.

89. As a measure for providing relief to the widows and heirs

of deceased employees, | propose to amend the provisions of the
Income-tax Act, to provide a standard deduction at the rate of
thirty-three and one-third per cent., subject to a maximum of
Rs.12,000/-, for the recipient of family pension also. Similarly, it is
proposed to extend the benefit of deduction of Rs.15,000/-,
already available to permanently physically handicapped
persons, to persons who are mentally retarded.

90. Hon'ble Members are aware that under the Constitution
Amendment Act, 1988 the ceiling of tax on professions has been
raised from Rs.250 to Rs.2,500 per annum with the object of
enabling the State Governments to raise additional resources. I
hope that the States will take full advantage of this. | propose to
provide that this tax be allowed as a deduction in computing the

income under 'Salaries’.

91. Following the announcements made in the budget
speech for 1988-89, Government has formulated schemes
setting up the Exchange Risk Administration Fund and issued
guidelines for venture capital companies / funds which provide
assistance to new entrepreneurs. In order to extend fiscal
support to these funds, | propose to extend certain tax
concessions to them.

92. Revenue loss, if any, on account of the proposed relief
measures is expected to be made up through better compliance
and better collection.

93. By a notification of the President issued on 7th November,
1988, the Income-tax Act stands extended to the State of Sikkim
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from assessment year 1989-90. In view of some operational
difficulties, | now propose to extend the Inoome-tax Act, 1961 to
Sikkim only from the assessment year 1990-91. The Wealth-tax
‘Act and the Gift-tax Act have already been extended from 1990-
91 assessment year by the Central Government's notification.

94. | shall now proceed to deal with my proposals relating to
indirect taxes.

95. In formulating these proposals,| have been guided by the
imperative need for raising additional resources.In doing so, |
have taken care to see that items of mass consumption are not

unduly affected and that the burden.falls largely on relatively
affluent sections of the population.

96. As the House is aware, problems of evasion of excise
duties through undervaluation and related administrative
problems have led to specific rather than ad valorem duties on a
large number of commodities. In fact, of the total excise revenue,
about 70% is derived from commodities carrying duties at
specific rates. In the case of many commodities which are subject
to specific rates of excise duty, the duty incidence is substantially
lower than what it was when the specllic duties were fixed
originally. There has to be a sysfem whereby all specific rates are
revised upwards periodically keeping in view price increases. |
propose to make a beginning in this regard in this Budget by
increasing the exiiting specific duty rates of a substantial
number of commodities by a modest five per cent of current rates

.with suitabjg rounding off. | hasten to add that | have taken care to
ensure tha ltems of mass consumption.are kept outside the
purview of this adjustment.The items on which there will be no
change in the rates of excise duty include sugar, tea, coffee,
petroleum products like kerosene, diesel and motor spirit, biris,
vegetable oils, vanaspati, cotton yarn and fabrics, jute yarn and
fabrics and electric bulbs and fluorescent tubes. Similarly, the
existing exemption for newsprint and specified paper intended

for use in the printing of textbooks or other books of general
interest remains unaltered.



97. It is expected that the upward revision of specific rates will
yield an additional excise revenue of Rs.220 crores. :

98. There are some commaodities which are charged to excise
duty at specific rates and which would call for a higher rate of
adjustment than what has been proposed in general. | now
come to my proposals in regard to these commodities.

99. In the case of iron and steel, the specific rates of duty have
not been changed significantly for over a decade now. As g
revenue raising measure, | propose to raise the rates of duty on
these items. The duty on pig iron is proposed to be increased
from Rs.80 to Rs.200 per tonne. On steel items other than
stainless steel, such as ingots, billets, bars, rods, etc. presently
attracting duty of Rs.365 per tonne, | propose to increase the duty
to Rs.500 per tonne. The duty on certain hot rolled flat products
such as sheets, strips, etc. is proposed to be raised from Rs.500 to
Rs.700 per tonne. In respect of certain cold rolled flat products
such as sheets and strips, the duty is proposed to be raised from
Rs.715 to Rs.900 per tonne.

100. There are certain assessment disputes in the case of
forgings and castings as the duty rates vary depending upon the
classification. As a measure of rationalisation and to prevent
such disputes, | propose to levy a uniform rate of duty of Rs.800
per tonne on steel forgings and Rs.600 per tonne on steel
castings.

101. Inthe case of stainless steel where the duty incidence is
rather low, | propose to raise the duty on ingots, semi-finished
products and hot rolled pr.ducts from the existing rates to
Rs.1000 per tonne and on certain cold rolled products from
Rs.715 per tonne to Rs.1500 per tonne. Stainless steel castings
and forgings will also attract a duty of Rs.1500 per tonne.

102. Similar duty adjustments are proposed to be made on
other iron and steel items. In the case of dutiable downstream
products, MODVAT credit on iron and steel items would continue
to be available.
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103. These measures are expected to result in additional
excise revenue to the tune of Rs.150 crores and customs revenue
of Rs. 18 crores.

104. No Finance Minister can resist the temptation of looking
to smokers of cigarettes for augmenting excise revenue. | must
confess that |, like most of my predecessors, readily submitted to
this temptztion. Smokers who do not pay any heed to the
statutory warning to their health should, I feel, at least contribute
more to the health of the national economy. | propose to
restructure the duty rates on cigarettes. While generally the duty
rates are being raised, the extent of increase would be more in
the case of filter cigarettes of length above 70mm. However, non-
filter cigarettes of length upto 60 mm will carry a rate of excise
duty of Re.1 per packet of 10. These measures are estimated to
yield excise revenue to the tune of Rs.101crores.

105. Having revised the duty structure on cigarettes, | would
not like users cf pan masala to feel aggrieved that they have been
let down. | propose to double the excise duty presently being
levied on pan masala not containing tobacco for the two existing
slabs based on value from Rs.10 and Rs.20 per kg. to Rs.20 and
Rs.40 per kg. respectively. Simultaneously, | propose to
increase the excise duty on pan masala containing tobacco from

25% to 30%.The revenue implication of these measures is Rs.8
crores.

106. As the House is aware, molasses is the principal raw
material for the manufacture of liquor. In keeping with its end use,
| feel, molasses can bear a higher incidence of duty than at
present. | accordingly propose to increase the excise duty on
molasses from Rs.60 to Rs.120 per tonne. | propose to increase
suitably the credit of money that is presently available when
alcohol is used in the manufacture of chemicals.It is estimated
that this measure will yield additional excise revenue to the tune
of Rs.11 crores.



107. | have a couple of proposals relating to travel tax.

108. At present, Foreign Travel Tax is being levied at the rate
of Rs.50 per ticket for travel to neighbouring countries and Rs.100
per ticket in respect of travel to other countries. These rates have
not undergone any change since 1979. | prdpose to increase the
aforesaid rates of tax to Rs.150 and Rs.300 respectively.

109. As the House is aware, Government has invested
substantial sums of money in developing our airports and
providing infrastructural facilities therein. Keeping this fact in
view, the privileged few who can afford to fly within the country
should not mind if they are to pay a small extraamount as tax for
augmenting revenues. | intend to levy a new tax called Inland Air
Travel Tax at 10% of the basic fare. However, | propose to exempt
passengers paying air fare i foreign currency. There will also bg
a provision for exempting deserving special categories of

passengers from this tax.

110. The proposals relating to travel tax will be given effect to
from a date to be notified later -and are expected to yield
additional revenue to the tune of Rs.85 crores.

111. Having dealt with those who fly, | now turn to those who
drive. Let me deal with my proposals in regard to the

automobile sector.

112. As Honourable Members are aware, presently there is a
concessional rate of excise duty of 25% in respect of fuel efficient
cars of engine capacity not exceeding 1000 cc and 30% ip.
respect of such cars of engine capacity exceeding 1000 bc as
against the rate of 35% for other cars. lfeel fuel efficient cars haye
established themselves and there is no necessity to continue
with the concessional rates any more. | accordingly propose to
levy a uniform rate of 35% on all motor cars. This rate will apply to
vans and jeeps also. The revenue gain from this measure will be

Rs.100 crores.

113. Currently the excise duty on two wheelers of engine
capacity not exceeding 100 cc is 15% and that on others, 25%, |



propose to restructure the excise duty on two wheelers into a
four tier regime. The rate of duty on two wheelers upto 50cc will
remain at the present level of 15%. The duty on two wheelers
between 50 and 100 cc is being raised from 15% to 20%. There is
no change in the rate of excise duty of 25% on two wheelers
between 100 and 150 cc. The rate of duty on two wheelers above
150 cc will be 30%. This measure is expected to yield additional
revenue of about Rs. 26 crores.

114. | also propose to give some concessions in customs
duties to this sector keeping in view the need to encourage
domestic production and hasten the process of indigenisation.

115. | further propose to prescribe a concessional duty of
40% on machinery imported for the manufacture of fuel injection
equipment, which is a vital component for the automobile sector.
The same rate would be applicable to components importea for

-manufacture of fuel injection equipment. The concessional rate
would be available only to the units manufacturing under an
approved phased manufacturing programme.

116. The concessions in customs duty to the automotive
sector will have a revenue implication of Rs.19 crores.

117. | now come to the package of measures relating to the
electronics sector. This is one of the fast growing sectors in our
economy and is in a position to contribute more to the exchequer.

My proposals in regard to this sector are oriented to giving &
‘greater stimulus to the process of indigenisation.

118. The Members of the House are aware that television has
offered considerable entertainment to our people. It would be in
the fitness of things that television viewers who derive such
entertainment should contribute more to the resources of

Government and thereby to the programmes of national
development.

119. At present, black and white television sets of screen size
exceeding 15 cm and upto 36 cm are completely exempted from



excise duty. While continuing the exemption for such sets, |
propose to increase the excise duty on the picture tube of such
sets to Rs.200 per tube. Black and white television sets of screen
size exceeding 36 cm attract excise duty of Rs.300 per set. |
propose to increase this rate to Rs.500 per set.

120. As regards colour television sets, the present duty is
Rs. 1500 per set of assessable value upto Rs.5000 and Rs.2000
per set of assessable value more than Rs.5000. This duty
structure has led to some valuation disputes. Some high value
sets have also entered the market.A review of the duty structure
on colour television sets is therefore called for. | propose to fix a
duty of Rs.2250 per set without remote control, Rs.2500 per set
with remote control and Rs.4000 per set having the facility of
'Picture in picture .

121. | also propose to fix a uniform rate of 20% on radios, two-
in-ones, cassette recorders and musical systems, as against the
present rates of 15% or 20%.

122. | propose to increase the excise duty on computers from
10% to 15% ad valorem. At the same time, computers are being
taken out of the general scheme of exemption for the small scale

sector.

123. Presently, specified raw materials and piece partg
imported for the manufacture of specified electronic components
attract customs duty at the rates of 35% and 50% respectively.
While extending concessional duty to a larger number of items |
propose to raise these rates to 40% and 60% respectively.

124. These proposals relating to electronic items are
estimated to yield additional revenue to the tune of Rs.158 crores
in excise and Rs.36.5 crores in customs.

125. | have some conzessions in customs duty to announce
for the electronics sector. In last year's Budget, a uniform rate of
'mport duty of 100% was provided to a large number of
qupments for telecommunication, satellite communication
Gate communication, television transmission and studio and,



sound broadcasting. | propose to extend the concession to 35
more specified equipments.

126. Optical communication cables are essential fcr tele-
communication. In order to encourage the manufacture of such
cables in the country, | propose to reduce the import duty on
specified raw materials required for their manufacture from the
present rates varying from 130 to 300% to the level of 80%.

127. With a view to encouraging production of high-tech items
like large scale integrated circuits, microprocessors and other
microelectronic items,22 items of machinery have been given a
concessional import duty of 15 %. | propose to extend the
concession to five more items of machinery.

128. The concessions in customs duty to the electronics
sector will have a revenue implication of Rs.33 crores.

129. | have a package of measures in regard to the customs
duty structure for capital goods.

130. At the time of presenting the 1987 Budget, the Hon'ble
Prime Minister had emphasised the importance of the capital
goods industry and had stated that it is central to our efforts for
achieving self reliance and to promote the growth of this sector.
Important steps were initiated that year. The success brougn:
forth by these measures encourages us to continue further along
those lines. My first proposal is to extend the duty concession for
import of machinery under the technology upgradation scheme
for the capital goods industry to four more sectors. These are
cutting tools, commercial tool rooms, textile machinery and paper
machinery. In addition, for the machine tool sector, | propose to

expand the list of machinery items attracting concessional
duty.

131. | propose to rationalise the import tariff of capital goods.
The rate of import duty on general projects and miachinery is
being reduced from the existing 90% to 80% ad valorem. The raie
of duty on components which is 15% below the rate applicable {0
the machinery would get correspondingly reduced.



132. The next step in this regard would be rationalising the
rate of concessional import duty on specified machinery which
presently varies between 25% to 35%. This is being unitied and
fixed at 40% ad valorem. There would, however, be no change in
the case of fertilizer projects. In the case of power projects, the

increase would be by five percentage points. o
133. The rationale for these changes lies in the desirability of

reducing the dispersion in tariff rates as much as possible. In
pursuit of this objective, | am introducing an intermediate level of
duty of 60% ad valorem. This will apply to certain specified items
of machinery which are manufactured indigenously such as
captive power plants, certain types of generating sets and

circular looms for jute industry.

134. As a measure of facilitating the export thrust sectors to
upgrade their technology by importing modern machinery,
concessional duties have been prescribed from time to time on
machinery for specified thrust sectors. | propose to extend the
concession to rubber and canvas footwear sector and to expand
the existing list of machinery for textile and sericulture sectors.

135. These measures relating to capital goods are estimated
to result in a loss of customs revenue of about Rs.117 crores.

136. As | have mentioned earlier in my speech, pricing and
distribution of aluminium is being decontrolled with immediate
effect. In this context, | propose to increase the excise duty on
aluminium ingots and wire-rods from the existing level of 18% to
20% ad valorem plus Rs.2500 per tonne. Since MODVAT credit
in regard to primary aluminium would be available for dutiable
downstream products, | propose to increase the duty on most of
such products by ten percentage points. It is also proposed to
exempt aluminium ingots from basic and auxiliary duties of
customs. The basic customs duty on aluminium scrap is being
reduced from 30% to 15%. The net revenue yield from these
measures will be Rs.50 crores.



137. There are certain commodities which attract a low rate of
customs duty at present and these call for a review. | propose to
raise the import duty on wood pulp, waste paper, low ash coal,
raw petroleum coke and certain chemicals by five percentage
points over the existing rates. On benzene, | propose to raise the
basic customs duty from the existing nil rate to 25% ad
valorem.The revenue gain from these proposals will be Rs.39
crores.

138. | propose to increase the basic customs duty on glazed
newsprint from Rs.550 per tonne to 30% ad valorem.This will
yield additional revenue of about Rs.12 crores.

139. Watches and components thereof presently bear a low
rate of excise duty of 2% ad valorem. This rate was fixed in
order to encourage indigenous production of watches. This
measure has been successful. | think the time has come when
the watch industry can bear a higher duty. | propose to increase

the rate to 5% ad valorem. This will result in a revenue gain of
Rs.5 crores.

140. | shall now deal with my package of proposals in regard
to the agrobased and related industries.

141. As Honourable Members are aware, the growth of food
processing aind packaging industry is essential for increasing
value addition of agricultural produce and raising incomes of
farmers. As part of Budget proposals last year, excise duty on
parts and accessories going into the installation of cold storage
plants for preserving foodstuffs was reduced from 40% to 15%. |
now propose to extend the concessional rate of 15% to parts of
refrigerating appliances and machinery as well as compressors
intended to be used in refrigerated vans meant for transport of
food and dairy products.

142. At present, 34 specified items of food processing and
packaging machinery enjoy a concessional import duty of 35%. |
propose to extend the concessional rate to a few more specified



items of machinery such as transport refrigeration unit and
machinery for egg processing. The concessional rate of duty as

" stated earlier is now being fixed at 40%.

143. | propose to reduce the excise duty on skimmed milk
powder and condensed milk from 15% to 10% . Simultanously the
exemption from excise duty on skimmed milk powder in one
kilogram pack is being withdrawn. The excise duty on certain
other food preparations such as preparations of fish, meat,
tapioca and sago in unit containers is being reduced from 15% to
10%. Namkeens such as bujiyas and chabena and specified
ready-to-cook mixes such as idli-mix and vada-mix are being fully
exempted from excise duty.

144. A concessional import duty of 61% has been provideg
for certain specified items of machinery for marine food sector. |
propose to further reduce the rate to 40% and enlarge the list by
adding three more items of machinery for fishing. In addition, |
propose to reduce the import duty on machinery for the
manufacture of fish nets from 90% to 40%.

145. One of the proposals contained in the New Policy on
Seed Development announced in September, 1988 relates t,
the reduction of import duty on machines and equipments useq
for seed production and processing and quality control for which
technology upgradation is necessary. | propuse to prescribe g

concessional import duty of 40% on 12 specified items of sych

machinery and equipments.

146. In order to help improve the quality of poultry feed, |
propose to reduce the import duty on two specified amino acids
from the present level of 147.25% to 70%. -

147. To give relief to the jute industry, | propose to exempt from
excise duty jute yarn supplied to a registered handloom
cooperative society or an organisation set up or approved by the
Government. This exemption will be available for the purpose oi
development of handlooms for manufacture of fabrics other than



those used for jute sacks. | also propose to extend this exemption

to units set up by the Khadi and Village Industries Commission
and Boards.

148. Paper and paperboard containing not less than 75% by
weight of bagasse is totally exempted from excise duty. In order to
further encourage the use of unconventional raw materials for the
manufacture of paper and thus reduce the pressure on forest
based raw materials, | propose to extend full excise duty
concession to those varieties of paper and paper board which
contain not less than 75% of pulp made from raw jute or mesta.
This measure may incidentally help the jute industry.

149. For helping the farmers to get better prices for their
produce, | propose to increase the basic customs duty on

cinnamon from Rs.20 per kg to 90% ad valorem plus Rs.20 per kg
and that on cloves from Rs.60 to Rs.95 per kg.

150. To give a major thrust to marketing of products of the
Khadi and Village Industries sector, | propose to make an
exception in regard to availability of small scale concession
where the products bear the brandname of Khadi and Village
Industries Commission and Boards. The existing concession for
products of village industry marketed by or with the.assistance of

the Khadi and Village Industries Commission is being extended
to furniture and ceramic products.

151. These measures relating to agrobased and related
industries are estimated to result in a revenue loss of Rs.5 crores
of customs duty and Rs.8 crores of excise duty.

152. On a review of the excise duty structure for the match
industry, | feel there is need for revising the duty rates for the
different sectors of the industry. Currently, excise duty is being
levied on the mechanised, semi-mechanised, non-mechanised
and cottage sectors of the industry at Rs.5.85, Rs.4.15, Rs.3.50
and Rs.1.60 per gross of boxes respectively. | propose to bring
down the aforementioned rates to Rs.4.50, Rs.3.00, Rs.2.50 and



Rs.1.10 per gross. Simultaneously, | propose to increase the
excise duty on potassium chlorate, an essential raw material for
the manufacture of matches, from 15 % ad valorem which works
out to roughly Rs.2 per kilogram to Rs.5 per kilogram. The duty
rates will be converted into metric system and specified as
applicable to 100 boxes with effect from the 1st June, 1989.These
proposals involve a revenue sacrifice of Rs.11 crores excise

duties.

153. In view of the shortage of cotton due to drought, as part of
the Budget proposals last year, a concessional duty of Rs.5.22 per
Kg. was prescribed on viscose staple fibre for biending with
cotton. However, with the increased availability of cotton this
year, there is no further necessity to continue the concession. |
propose to withdraw the concessional rate and fix a uniform rate
of Rs.8.35 per Kg. on viscose staple fibre.The revenue gain from

this measure will be of the order of Rs.14 crores.

154. | propose to exempt raw wool to be imported by Khadi
and Village Industries Commission and State Khadi and Village
Industries Boards from the whole of the duty.

155. The customs duty on raw silk is being reduced from 75%
to 50% ad valorem.

156. Dyestuffs are important inputs for the processing of
textiles. This commodity carries at present an excise duty of 35%,
| propose to reduce the excise duty on synthetic organic dyestuf}s
from 35% to 30%. This proposal which will benefit this textile
related industry involves a revenue loss of Rs.19 crores,

157. Synthetic shoddy blankets of value upto Rs " ger square
metre are being exempted from the whole of excise duty.

158. ipropose to give certain concessions in customs duty to
specified life saving drugs and drug intermediates. The proposals
in this regard are likely to result in a revenue loss of about Rs. 7

crores -
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159. In order to give relief to cement units using vertical shaft
kiln, | propose to reduce the excise duty on cement manufactured
by such units by Rs.100 per tonne from the general effective
rate.This involves a revenue loss of Rs. 10 crores.

160. As a step towards energy conservation, | propose to
reduce the excise duty on high pressure sodium vapour lamps
from 15% to 10%. Simultaneously, | propose to prescribe a
concessional import duty of 50% on four specified inputs for the
manufacture of such lamps.These measures are estimated to
result in revenue loss of Rs.2.5 crores in excise revenue and Rs.5
crores in customs revenue.

161. There have been representations that the film industry
has been adversely hit by video piracy. | accordingly propose to
restructure the excise duty rates on feature films. As per the
revised proposal, the first 30 prints of each feature film would be
eligible for complete exemption from excise duty as against the
first 12 prints at present. The rates of duty on subsequent prints
are being reduced.

162. Some of the organisations engaged in the rehabilitation
of physically or mentally handicapped persons undertake
manutfacturing activity for providing employment to such persons.
Presently, such organisations are eligible for excise duty
exemption only to the extent available for specified goods
manufactured in the small scale sector. | propose to fully exempt
such goods produced by these organisations.

163. In order to promote safety in chemical industry and
environmental control, | propose to extend concessional import
duty of 40% on 25 specified equipments such as monitoring
instruments for toxic and hazardous,chemicals or gases,special
incinerating systems etc.

164. Paraxylene is an important raw material used in the
manufacture of DMT and PTA which in turn are used by the
polyester industry. Keeping in view the recent trends in the
international price of paraxylene,l propose to reduce the import
duty on paraxylene from 120% to 90% .



165. There are a few rationalisation and anti-evasigp
measures relating to customs and excise duties.

166. Presently, petro-chemical factories are eligible for
certain concessions including concessional excise duty g,
naphtha when they are declared as refineries. The Present
scheme has been reviewed and | propose to make available the
concessions with certain modifications, without linking the
concessions to the declaration of a factory as a refinery
Simultaneously, | propose to raise the concessional rate of duty
on raw naphtha from Rs. 30 to Rs. 60 perkl. The orders declan'ng
certain factories as refineries are being rescinded.

167. Small scale units are allowed complete exemption from
excise duty upto a value of Rs.30 lakhs in case they manufactyrg
goods failing under more than one heading of the Central Excise
Tariff. | propose to restructure the scheme so that the exemption
upto Rs.30 lakhs is available only if the goods falling under moyq
than one Chapter of the Central Excise Tariff are manufactureq.

168. The details of the revenue implications of the Measureg
announced are given in the Explanatory Memorandum tq the
Finance Bill.

169.  Provision is being made in the Finance Bijj 4,
continuance of auxiliary duty of customs and special excise duty
at the existing rates.

170. Apart from the above proposals, | have proposed Certain
amendments in the Finance Bill seeking to effect changes in th e
excise and customs tariffs. These amendments are Mmerely
enabling provisions and have no revenue significance. Besideg
there are proposals for amendment of some of the existing’
notifications. In order to save the time of the House, | do not
propose to recount them.

171. In the aggregate, the proposals in regard to changes in
the customs and excise duties outlined above are likely to yield
additional revenue of Rs.863.20 crores from excise duties angd



Rs.117.06 crores from customs duties. The concessions and

reliefs announced aggregate to Rs.237.12 crores on the customs
side and Rs.71.02 crores on the excise side. The net additional
revenue from excise duties would thus be Rs.792.18 crores. On
the customs side there is a net revenue loss of Rs.120.06 crores.
Besides, the changes in the Foreign Travel Tax and the levy of
Inland Travel Tax would yield an additional revenue of Rs.85
crores. Thus, out of the total net additional yield of Rs. 757.12
crores from indirect taxes, the Centre's share would be Rs. 373.13
crores and that of States Rs.383.99 crores.

172. The Medicinal and Toilet Preparations Act is an
enactment under Article 268 of the Constitution in terms of which
duties are levied by the Union but collected and appropriated by
the States.There has been no change in the rates of duties
leviable on medicinal and toilet preparations containing alcohol,
narcotics and narcotic drugs since 1982. There have been
requests from the State Goverments that the rates should be
reviewed and revised suitably. While | do not propose to make
any changes in the advalorem rates, | propose to increase the
specific rates by about 50% of the existing rates. The details of the
changes made in the Schedule are given in the Explanatory
Memorandum to the Finance Bill.

173. Copies of notifications giving effect to the changes in
customs and excise duties effective from 1 st March, 1989 will be
laid on the Table of the House in due course.

174. The modifications proposed by me in direct and indirect

-taxes are expected to yield Rs. 903 crores to the Centre. Taking

this into account the year and deficit for the next year is estimated
at Rs. 7337 crores.

175. Sir, the proposals | have just presented mark, in their
totality, a qualitatively new ¢ .age in our continuing quest for social
justice. The new employment programme, which will expand
over time, is the people's own weapon in their struggle to usher in
a society liberated from the shackles of poverty. The budget



proposals also reflect Government's strong commitment to self-
reliance. We are determin&d to vigo. rously implement strategies
for export promotion, for modernisation of Indian industry and for
efficient import substitution. Within these basic policy
parameters, every effort will be made to contain imports to
reasonable levels. The journey along the path of development is
hard and long. It involves sacrifices. The question is who will
make such sacrifices for future growth &.3 prosperity. The
answer of these budget proposals is clear and categorical. It is the

relatively affluent who will have to share a larger burden so that

the weaker and vulnerable sections of society may share in the

fruits of growth.

176. | commend the Budget to the House.
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AS INTRODUCED IN LOK SABHA

ON 28TH FEBRUARY,1989.

Bill No.11 of 1989

THE FINANCE BILL, 1989
A
BILL

to give effect to the financial proposals of the Central Government for the
financial year 1989-90.

Be it enacted by Parliament in the Fortieth Year of the Republic of India as follows:—
CHAPTER |
PRELIMINARY

1. (1) This Act may be called the Finance Act, 1989.

(2) Save as otherwise provided in this Act, sections 2to 33 shallbe deemedto have come into force

on the 1st day of April, 1989.
CHAPTER 1

RATES OF INCOME-TAX

2.(1) Subjectto the provisions of sub-sections (2) and (3), for the assessment year commencing
on the 1st day of April, 1989, income-tax shal! be charged at the rates specified in Part | of the First

Schedule and shall be in¢reased,—

(a) inthe cases to which Paragraphs A, B, C and D of that Part apply, by a surcharge for purposes

of the Union; and
(b) in the cases to which Paragraph E of that Part applies, by a surcharge,

calculated in each case in the manner provided therein.

(2)In the cases to which Sub-Paragraph | or Sub-Paragraph Il of Paragraph A of Part | of the First
Schedule applies, where the assessee has, inthe previous year, any net agricultural income exceeding

six hundred rupees, in addition to total income, and the total income exceeds,—
() in a case to which the said Sub-Paragraph | applies, eighteen thousand rupees, and
(i) in a case to which the said Sub-Paragraph Il applies, twelve 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,—

(i) in a case to which the said Sub-Paragrapn | applies, the first eighteen thousand rupees.

and
(ii) in a case to which the said Sub-Paragrapn Il applies, the first twelve thousand rupees

of the total income but without being liable to tax], only for the purnose 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 Sub-

Paragraph.l or, as the case may be, Sub-Faragraph Il of the said Paraaraph A asits
aggregate income were the total income;

(i) the net agricultural income shall be increased,—

(A)in a case to which the said Sub-Paragraph | applies, by a sum of eighteen thous
rupees; and
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8)in a case to which the said Sub-Paragraph Il applies, by a sum of twelve thousand

rupees,

and the amount of income-tax shall be determined in respect of the net agricultural income as so

increased at the rates specitied in Sub-Paragraph | or, as the case may be, Sub-Paragraph Il of

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 (/) shall be reduced

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

Provided that the amount of income-tax so arrived at shall, in the case of every person having a total
income exceeding fifty thousand rupees, be increased by a surcharge !or purposes of the Union
calculated at the rate of five per cent. of such income-tax and the sum so arrived at shall be the income-
tax in respect of the total income.

(3)In cases to which the provisions of Chapter X!l or Chapter XII-A or sub-section (1A)of section
161 or section 164 or section 164A or section 1678 of the Income-tax Act, 1961 (hereinafter referred o
asthe Income-tax Act) apply, the tax chargeable shallbe 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 in respect of any income chargeable to tax under section 115B or section 115BB of the
Income-tax Act, the income-tax computed under section 115B or section 115BB shallbe increased bya
surcharge for purposes of the Union calculated at the rate of five per cent. of such ingome-lax.
(4)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 deduction shall be made at the rates specitied in Par
Il of the First Schedule and shall be increased,—
(a) in the cases to which the provisions of sub-item (a)of item 1 of that Parnt apply, by a

surcharge for purposes of the Union; and
(b) in the cases to which the provisions of sub-item (a)of item 2 of that Part apply, by a

surcharge,
calculated in each case in the manner provided therein.

(5) Incasesin whichtax hasto be q.educted under section 194C of the Income-tax Act, the deduction
shall be made at the rates specified in that section and shall be increased by a surcharge
for purposes of the Union calculated at the rate of eight per cent. of such deduction.

(6)In cases in which tax has to be collected under section 206C of the Income-tax Act, the collection
shall be made atthe rate specified in that section and shall be increased by a surcharge for purposes of
the Union calculated at the rate of eight per cent. of such collection.

(7) Subject to the provisions of sub-section (8), in cases in which income-tax has to be calculated
under the first proviso to sub-section (5) of saction 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-seclion (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 in which the "advance tax" payable under Chapter XVII-C of the said Act has to be
computed, attherateorratesinforce, suchincome-tax or, as the case may be, "advance tax"shall beso
calculated, charged, deducted or computed at the rate or rates specitied in Part 1l of the First Schedule

and shall be increased,—
(a) inthe casestowhich Paragraphs A, B, C and D of that Part apply, by a surcharge for purposes

of the Union; and
(b) in the cases 1o which Paragraph E of that Part applies, by a surcharge,
calculated in each case in the manner provided therein:
Provided that in cases o which the provisions of Chapter XIl or Chapter XlI-A or sub-section (1A) of
section 16107 secliqn 164 or section 164A or section 167B of the lnt:mee-tax Act apply, "advance tax"
shallbe computed withreference to the rates imposed by this sub-section or the rates as specified in that

r section, as the case may be:

Chapter o
provided further thatin respect of any income chargeable totax under section 115B of the Income-tax

Act, the "advance tax"computed under the first proviso shallbe increased by a surcharge forpurposes of
the'Union calculated at the rate of eight per cent. of such "advance tax".

(8) In the cases 10 which Sub-Paragraph | or Sub-Paragraph Il of Paragraph A of Part Ii] of the First
Schedule applies, where thg assessee has, in the previous year or, if by virtue of any provision of the
|ncome-tax Act, income-tax is to be charged in respect of the income of a period otherthanthe previous

-
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year, in such other period, any net agricultural income exceeding six hundred rupees, in addition tototal
income and the total income exceeds,—

(i) in a case to which the said Sub-Paragraph | applies, eighteen thousand rupees, and
(ii) in a case to which the said Sub-Paragraph Il applies, twelve thousand rupees,

then, in calculating income-tax under the first proviso to sub-section (5)of section 132 of the Income-tax
Act or in charging income-tax under sub-section (3) of section 174 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,—

(i) in acase 1o which the said Sub-Paragraph | applies, the first eighteen thousand rupees, and

(ij) in a case to which the said Sub-Paragraph Il applies, the first twelve thousand rupees,

of the total income but without being liable to tax], only for the purpose of calculating, 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 calculated, 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
;peci!ied in Sub-Paragraph | or, asthe case may be, Sub-Paragraph ll of the said Paragraph A, as
if such aggregate income were the total income;
(i) the net agricultural income shall be increased,—
(A) in a case to which the said Sub-Paragraph | applies, by a sum of eighteen thousand
rupees; and
(B) in a case to which the said Sub-Paragraph Il applies, by a sum of twelve thousand
rupees,
and the amount of income-tax or "advance tax" shall be determined in respect of the nhet
agricultural income as so increased at the rates specified in the said Sub-Pa(agfaph lor, as lhe
case may be, the said Sub-Paragraph Il as if the net agricultural income as so increased were the
total income;

(iii) the amount of income-tax or "advance tax" determined in accordance with sub-clause (j
shallbe reduced Ly the amount of income-tax or, as the case may be, "advance tax" determinedin
accordance with sub-clause (ij)and the sum so arrived at shall be the income-tax or, as the case
may be, "advapce tax" in respect of the total income:

Provided that the amount of income-tax or "advance tax" so arrived at shall, in the case of every
person having atotalincome exceeding fifty thousand rupees, be increased by asurcharge for_pufposez
of the Union calculated at the rate of eight per cent. of such income-tax or, asthe case may be. advanc
tax” and the sum so arrived at shall be the income-tax or, as the case may be, "advance tax”in respecto
the total income.

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

(a) "company in which the public are substantially interested” means a company within lhﬁ
meaning of clause (18) of section 2 of the Income-tax Act, and includes a subsidiary of suc(
company if the whole of the share capital of such subsidiary company has been held by the paren
company or by its nominees throughout the previous year;

(b)"domestic company" means an Indian company, or any other company which, i
income liable to income-tax under the Income-tax Act for the assessment year comm
1stday of April, 1989, has made the prescribed arrangements for the declaration and payme
India of the dividends (including dividends on preference shares) payable out of such in
accordance with the provisions of section 194 of the Act;

nrespect of its
encing on the
ntwithin
come in

commission

(c) “insurance commission” means any remuneration or reward, whether by way of ) he
lating to 1

or otherwise, for soliciting or procuring insurance business (including business re
continuance, renewal or revival of policies of insurance);
ed in section 80B

(d)"investment company” means acompany whose gross totalincome (as defin
ds “Income from

of the Income-tax Act) consists mainly of income which is chargeable under the hea c n
house property”, "Capital gains" and "Income from other sources” or of income by way of interest O
securilies;

ricultural

(e) "net agricultural income”, in relation 1o a person, means the total amount of aglel’ ") 'J
e

income, from whatever source derived, of that person computed in accordance with
contained in Part IV of the First Schedule;
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) (f) "tax-free security” means any security of the Central Government issued or declared to be
1ncome-t§x free, or any security of a State Government issued income-tax free, the income-tax
whereon is payable by the State Government;

(g) "trading company” means a company whose business consists mainly in dealing in goods or
merchandise manutactured, produced or processed by a person other than that company and
whose income attributable to such business included in its gross total income (as defined in section
80B of the Income-tax Act) is not less than fifty-one per cent. of the amount of such gross total

income;
(h) all other words and expressions used in this section or in the First Schedule but not defined in
this sub-section and defined in the Income-tax Act shall have the meanings respectively assigned 1o

them in that Act.

CHAPTERIII
DIRECT TAXES
Income-tax
3. In section 2 of the Income-tax Act [as amended by section 3 of the Direct Tax Laws (Amendment
Act, 1987], in clause (1A), the following Explanationshallbe inserted atthe end and shall be deemed )
have been inserted with effect from the 1st day of April, 1970, namely:— °

~Explanation.—For the removal of doubts, it is hereby declared that revenue derived from land shal|
- notinclude and shall be deemed never to have included any income arising from the transfer of an
land referred to in item (a)or item (b) of sub-clause (i) of clause (14) of this section;". y

4. In section 10 of the Income-tax Act,—
(a) after clause (14), the following clause shall be inserted, namely:—
(14A)any income received by a public financial institution as exchange risk premium from any
person borrowing forgugp currency from such institution, provided the amount of such premium is
credited by such institution to a furd specified under clause (23E).

Explanation.—For the purposes of this clause,—
(i) the expression "public financialinstitution" shall have the meaning assigned to itin section

4A of the Companies Act, 1956;

(i) the expression 'exchgnge risl§ Premium” means a premium paid by a person borrowin
foreign currency from a public financial institution to cover the risk which may be borne by sucﬁ
institution on account of fluctuations in exchange rate of foreign currencies borrowed by sy h
institution;’; y sue

(b) in clause (15), in sub-clause (iv), after item (h), the following item shall be inserted wi
from the 1st day of April, 1990, namely:— with effect

“(i) by Government on deposits made by an emloyee of the Central Government or a Stat
Government, in accordance with such scheme as the Central Government may, by notificati ™
the Official Gazette, frame in this behalf, out of the moneys due to him on account of his retire, ot
whether on superannuation or otherwise;"; ment,
(c)after clause (23D), the following clause shall be inserted, namely:—

'(23€) any income of such Exchange Risk Administration Fund set up by public financ;
institutions, either jointly or separately, as the Central Government may, by notification in ":':al
Official Gazette, specify in this behalf: o

Provided that where any amount standing to the credit of the Fund and not charged to inco
tax during any previous year is shared, either wholly or in part, with a public financial institution The-
whole of the amount so shared shallbe deemed 1o be the income of the previous year in which s. h
amount is so shared and shall accordingly be chargeable to income-tax. teh

Explanation.—For the purposes of this clause, the expression "public financial institution shall
have the meaning assigned to it in section 4A of the Companies Act, 1956:" 2

(d) after clause (26A), the following clause shall be inserted with effect from the 1st day of April

1990, namely:—
(26AA)any income of a person by way of winnings from any lotter ichi
© ) y, the draw of whi i
pursuance of any agreement entered into on or before the 28th day of February, 1989 bcer:vlvse:ﬂ?l: X
Sta.te Government of Sikkim and the organising agents of such lottery, whe'ra such perso e
resident in the State of Sikkim in any previous year. nis
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Explanation.—For the purposes of this clause, a person shall be u«emed to be resident in the
State of Sikkim if he fulfils the requirements of clause (1)or clause (2) or clause (3)or clause (4) of
section 6, as the case may be, subject to the modifications that—

(i)references in those clauses to India shall be construed as references to the State of Sikkim;
and

(ii) in sub-clause (i) of clause (3), reference to Indian company shall be construed as
reference to a company formed and registered under any law for the time being in fcrce in the
State of Sikkim and having its registered office in that State in that year:'.

5. In section 16 of the Income-tax Act, with effect from the 1st day of April, 1990,—
(a)in clause (i),—
(i) the proviso shall be omitted;
(ii) for the word and figure "Explanation 1", the word "Explanation”shall ba substituted;
(iii) Explanation 2 shall be omitted;
(b) after clause (ii), the following clause shall be inserted, namely:—

"(iii) a deduction of any sum paid by the assessee on account of a tax on employment within the
meaning of clause (2) of anticle 276 of the Constitution, leviable by or under any law.".

6. Insection 17 of the Income-tax Act, in clause (2), in sub-clause (iii). the following Explanation shall
be inserted at the end with effect from the 1st day of April, 1990, namely:—

“Explanation.—Fcr the removal of doubts, it is hereby declared that the use of any vehicle provided
by acompany or an employer for journey by the assessee from his residence to his office or otaer place
of work, or from such office or place to his residence, shall not be regarded as a benefit or amenity
glramed or provided to him free of cost or at conzessional rate for the purposes of this sub-
clause.”.

7. In section 32AB of the Income-tax Act,—

(a) in sub-section (1), in clause (ii), the word "eligible” shall be omitted with efiect from the 1st day
of April, 1991;

(b) in sub-section (2), clause (i) shall be omitted with effect from the 1st day of April, 1991:
{c) sub-section (3) shall be omitted with effect from the 1st day of April, 1991;

(d) in sub-section (4), after clause (d), the following clause shall be inserted with effect from the 1st
day of April, 1991, namely:-

“(e) any new machinery or plant to be installed in an industrial undertaking, other than.a small;
scale industrial undertaking, as defined in section 80HHA, for the purposes 9\‘ business ©
construction, manufacture or production of any article or thing specified in the listin the Eleventh
Schedule.”;

(e) in sub-section (5A),—-

(i) for the words "scheme and", the words "scheme or” shall be substituted and shallbe deemed
to have been substituted with effect from the 1st day of April, 1987;

(ii) the following Explanation shall be inserted and shall be deemed to have been inserted with
effect from the 1st day oi April, 1987, namely:-

"Explanation.— For the removal of doubts, it is hereby declared that nothing contamgd in lh_ls
sub-section shall affect the operation of the provisions of sub-section (5AA)or sub-section (0)'"‘
relation to any withdrawals made from the deposit account eithe: before or after the expiry of a
period of five years from the date of deposit.”;

(f) after sub-section (5A4), the following sub-section shall be inserted and shall be deemedto have
been inserted with effect from the 1st day of April, 1987, namely:—

“(5AA) Where any amount, standing to the credit of the assessee in ihe deposit account, ‘;sr
withdrawn during any previous year by the assessee in the circumstance specitied in clause (a)nd
clause (d) of sub-section (5A), the whole of such amount shall be deemed to be the D’Omsla 10
gains of business or profession of that previous year and shall accordingly be chargeable
income-tax as the income of that previous year, as if the business had notclosed or, as the case may
be, the firm had not been dissolved.";

() in sub-section (58), the word "eligible” shall be omitted with effect from the 1st day of April,
1991;

(h) in sub-section (6), after the words "closure of the account”, the brackets, words, letters ar:)d‘
figure “[in circumstances other than the circumstances specitied in clauses (b). (c) and (e) of 5:
section (5A))" shall be inserted and shall be deemed to have been inserted with effect from the 1st ay
of April, 1987.
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Amendment 8. In section 36 of the Income-tax Act, in sub-section (1), afterclause (ix)and the provisos thereto, the
3'6‘9“"’" following clause shall be inserted, namely:—
(x) any sum paid by a public financial institution by way of contribution towards any fund specified
under clause (23E) of section 10.

Explanation.—For the purposes of this clause, "public financial institution” shall have the meaning
assigned to it in section 4A of the Companies Act, 1956.".

Amendment 9. In section 43B of the Income-tax Act [as amended by section 15 of the Direct Tax Laws
of section (Amendment) Act, 1987, and section 12 qf the Finance Act, 1988],—

43B. (a) for the second proviso, the following proviso shall be substituted, namely:—

"Provided further that no deduction shall, in respect of any sum referred to i"d‘:'?useb(b), be
allowed unless such sum has actually been paidincashorbyissueafa chequo'OV raftor 'V a?)y
other mode on or before the due date as defined in the Explanation bqlowhc agsz a(:ﬁ)t:e:u -
section (1)of section 36, and where such payment has been made otherwisethanin . um
has been realised within fifteen days from the due date.";
. dto h
(b) after Explanation 1, the following Explanation shall be inserted and shall be deemed to have
been inserted with effect from the 1st day of April, 1984, namely:—
. ial ti , "an
‘Explanation 2.~For the purposes of clause (a), as in force at all mat'zrllzl uar;\re osven t::osuur:
payable™ means a sum for which the assessee incurred liability in ‘helpre\::t Iawy" 9
such sum might not have been payable within that year under the releva -5
(c) Explanation 2 and Explanation 3 shall be renumbered as Explanation 3 and Explanation 4
respectively. . ith eff.
Insertion of 10. After section 44BBA of the Income-tax Act, the following section shall be inserted with effect from
newsection  the 1st day of April, 1990, namely:—

o '44BBB. Notwithstanding anything to the contrary contained in set.:ti'ons 28to 4f1AA. inthe case of

b : ing H d in the businaess of civil construction or the business

provision for an assessee, being a foreign company, engagedin US| A tion with a turnke
uting i i i ommissioning thereof, in connectio y

comp of erection of plant or machinery or testing or ¢ r ! I and financed under any

P"?r’;’;‘d power project approved by the Central Government in this beha an bia (whothoriney

,J::;gn international aid programme, a sum equaltoten percent. of the amount paid c;rpaﬁadv“ omatriting

companies outof India) to the said assessee orto any person on his behalf on aqcount of suc i businoss'

engaged '"' e erection, testing or commissioning shall be deemed to be the profits and gains of s

°}:;'"°”° chargeable to tax under the head "Profits and gains of business or profession.".

[+

construction,

elc., in cerain

turnkey power

projects.

Amendment 11. In section 48 of the Income-tax Act, in sub-section (2), with effect from the 1st day of Apri,
gfsection 1990,

(i) in clause (b),—
(a) after sub-clause (i), the following sub-clause shall be inserted, namely:—

(ia) in respect of long-term capital gain so arrived at relating to equity shares of venture
capital undertakings,—

(A) inthe case of a company, other than venture capital company, thirty per cent. ot the
amount of such gain in excess of ten thousand rupees;

(B) in the case of venture capital company, sixty per cent. of the amount of such gain in
excess of ten thousand rupees;

(C) inany other case, sixty per cent. of the amount of such gain in excess of ten thousand
rupees;"”;

(b) in sub-clause (i), in the opening portion, for the words "other capital as§ets', the words.,
brackets, figures and letter "capital assets [other than capital assets referred to in sub-clauses (i)
and (ia)]" shall be substituted:

(ii) the following Explanation shall be inserted at the end, namely:—
‘Explanation.—For the purposes of this section,—

(a) “venture capital company” means such company as is engaged in providing finance to
venture capital undertakings mainly by way of acquiring equity shares of such unden‘aklngs or, if
the cirumstances so require, by way of advancing loans to such undertakings, and is approved
by the Central Government in this behalf;

10
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(b) "venture capital undertaking™ means such company as the prescribed authority may,
having regard to the following factors, approve for the purposes of sub-clause (ia)of clause (b)
of sub-section (2), namely:-

(1) the total investment in the company does not exceed ten crore rupees or such other
5 higher amount as may be prescribed;

(2) the company does not have adequate financial resources to undertake projects for
which it is otherwise professionally or technically equipped; and

(3) the company seeks to employ any technology which will result in significant
improvement over the existing technology in India in any field and the investment in such
10 technology involves high risk.".

12. In section 54E of the Income-tax Act, in sub-section (1), in Explanation 1, after clause (d), the
following clause shall be inserted with effect from the 1st day of April, 1990, namely:—

"(e) in a case where the original asset is transferred after the 31st day of March, 1989, any of'the

assets specified in clauses (c)and (d) and such debentures or bonds issued by the National Housing

15 Bankestablished under section 3 of the National Housing Bank Act, 1987, as the Central Government
may, by notification i the Official Gazette, specify in this behalf.".

13. In section 57 of the Income-tax Act, after clause (ii), the following clause shall be inserted, with
effect from the 1st day of April, 1990, namely:—

(iia) in the case of income in the nature of family pension, a deduction of a sum equal to thirty-three
20  and one-third per cent. of such income or twelve thousand rupees, whichever is less.

Explanation.— For the purposes of this clause, "family pension” means a regular monthly amount

gayar?le by the employer to a person belonging to the family of an employee in the event of his
eath;'.

14. In section 80C of the Income-tax Act, in sub-section (2), in clause (h), with effect from the 1st day
25 of April, 1990,—

(a) after sub-clause (i), the following sub-clause shall be inserted, namely:—

"(ia) as subscription to any such deposit scheme of the National Housing Bank established
under section 3 of the National Housing Bank Act, 1987, as the Central Government may, by
notification in the Official Gazette, specify in this behalf;";

X (b) in sub-clause (i), in item (c), after sub-item (3), the following sub-item shall be inserted,
namely:—
"(3A) the National Housing Bank, or".

15. In section 80CC of the Income-tax Act, with effect from the 1st day of April, 1390,—

~ (i) in sub-section (1), for the words and figures "section 10 if such fund subscribes”, the words and
35 figures "section 10 or units issued under any scheme of the Unit Trust of India established under

section 3 of the Unit Trust of India Act, 1963, if the amount of subscription to any units, issued by the

Mutual Fund or, asthe case may be, the Unit Trust of India under such scheme, is subscribed” shall be

substituted;
(ii) in sub-section (3), in clause (a)—
40 (a) in sub-clause (ii), in the proviso, the word "or" shall be inserted at the end;
nar(:é‘yaner sub-clause (i), as so amended, the following sub-clause shall be inserted,

"(iia) a hospital; or",
16. After section 80J of the Income-tax Act, the following section shall be inserted with effect from the
45 1stday of April, 1990, namely:—

"80JJ. Where the gross total income of an assessee includes any profits and gains derived from
business of poultry farming, there shall be allowed, in computing the total income of the assessee, a
sheduclion from such profits and gains of an amount equal to thirty-three and one-third per cent.

ereof.”.,

8 17 In section 80U of the Income-tax Act, with effect from the 1st day of April, 1990,—
(a)in sub-section (1)—
(i) in clause (i), the word "or" shall be inserted at the end;
(ii) after clause (ii), the following clause shall be inserted, namely:—

e s . . Hiadi les made in this behalf by
(iii) is subject to mental retardation to the extent speqmed intherule ; ,
55 the Bo)ard, and which has the effect of reducing substantially his capacity to engage in a gainful
employment or occupation,”;
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(iii) in the proviso,—
(1) in clause (a), the word "and" occurring at the end shall be omitted;
(2) in clause (b), the word "and" shall be inserted at the end;
(3) after clause (b), the following clause shall be inserted, namely:—
"(c) in a case referred to in clause (iii), a certificate as to the mental retardation froma &
psychiatrist working in a Government hospital.”;
(b) for sub-section (2), the following sub-section shall be substituted, namely:—
"(2) The Board shall, in making any rules for specifying any disability or mental retardation for
the purposes of clause (ii)or clause (iii), as the case may be, of sub-section (1). have regard to the
nature of such disability or mental retardation and the effect which such disability or mental 10

retardation is likely to have on the capacity of a person subject thereto, or suffering therefrom, to
engage in a gainful employment or occupation.”.

Q":gggg:‘e"‘ 18. In section 115B of the Income-tax Act (as amended by section 31 of the Finance Act, 1988), in sub- 26 of 198
1158. section (2), with effect from the 1st day of April, 1990,—
(a) for the words, figures aqd letters “the previous year relevant to the assessment year 15
commenciag on the 1st day of Apnl., 1989, the words, figures and letters “the previous years relevant
tothe assessment years commencingonthe 1st day of April, 1989 and the 1st day of April, 1990" shall
be substituted;
(b) in the proviso, for the words “previous year", the words “previous years® shall be

substituted. 20
Amendment 19. In section 115J of the Income-tax Act,—
‘1“1;3‘.”[0” () after sub-section (1) and before the Explanation, the following sub-section shall be inserted,
namely:—

"(1A) Every assessee, being acompany, sl?all. forthe purposes of this section, prepare its profit
and loss account for the relevant previous year in accordance with the provisions of Parts Il and |11 of 25

Schedule VI to the Companies Act, 1956.; 1 of 1956,

(i) in the Explanation,—

(a) inthe opening portion, for the words and figures "prepared in accordance with the rovisi
of Parts lland Il of the Sixth Schedule to the Companies Act, 1956", the words, bracket= fi)gurI:'Z:Z 10of 19
letter "prepared under sub-section (1A)" shall be substituted; ' 30 or19s.

(b) in clause (j), for the words "profit and loss account; or", the following shall be substi
shall be deemed to have been substituted with effect from the 1st day <g)f April, 1988, r;t:::;,lya-n_d

"profit and loss account:

Provided that, where this section is applicable to an assesseain any previous year (includin
the relevant previous year), the amount withdrawn from reserves created or provisions madg
after the 1st day of April, 1988 shall not be reduced from the book profit unless the book profit e: %
suchyearhasbeenincreased by those reserves or provisions (out of which the said amount wao
withdrawn) under this Explanation; or”. s

Amendment 20. In section 153 of the Income-tax Act [as amend i
: . - ed by section 59 of the Direct Tax L
of section (Amendment) Act, 1987), in sub-section (1), the followi i i ax Laws
153. namely:— ) Act, 1 (1). the following proviso shall be inserted at the end, 40 4of 1988

“Provided that in respect of a return filed under sub-section (4) or sub-section (5)ol section 139
which relates to the assessment year commencing on the 1st day of April, 1988, or any earlier
assessment year, no order of asessment referred to in this sub-section shall be made at any time

after the expiry of one year from the end of the financial year in which such return is filed.”, 45
Amendment 21. In section 192 of the Income-tax Act, with effect from the 1st day of June, 1989,—
0;5260"” (a) in sub-section (2A), for the words "public sector undertaking”, the words "company, co-
192. operative society, local authority, University, institution, association or body" shall be substituted;

(b) after sub-section (24), the following Explanation shall be inserted, namely:—

Explanation.—For ‘the purposes of this sub-section, "University” means a University s
established or incorporated by or under a Central, State or Provincial Act, and includes aninstitution
declared under section 3 of the University Grants Commission Act, 1956 to be a University for the 3of 195¢

purposes of that Act.".
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22. In section 193 of the Income-tax Act, with effect from the 1st day of June, 1989,—

(a) in the opening portion, for the words "at the time of payment®, the words "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” shall be substituted;

5 (b) in the proviso, in clausa (v), in sub-clause (b), for the words "one thousand rupees”, the words

“two thousand and five hundred rupees" shall be substituted;

(c) after the proviso, thé following Explanation shall be inserted, namely:—

‘Explanation.—For the purposes of this section, where any income by way of interest on
sacurities is credited to any account, whether called "Interest payable account” or "Suspense
10 account”or by any other name, in the books of account of the person liable to pay such income, such
crediting shallbe deemed to be credit of such income to the account of the payee and the provisions
of this section shall apply accordingly.'.

23. In section 263 of the Income-tax Act, in sub-section (1), in the Explanation,—

(i) in clause (a), after the words "an order passed”, the words, figures and letters “on or before or
15 alterthe 1stdayof June, 1988, shallbe inserted and shallbe deemed to have beeninserted with effect
from the 1st day of June, 1988;

(ii) in clause (b), for the word "includes", the words "shall include and shall be deemed always to
have included" shall be subslituted and shall be deemed to have been substituted with effect from the
1st day of June, 1988;

20 (iii) in clause (c),—

(a) alter the words "of any appeal”, the words, figures and letters "filed on or before or after the
1stday of June, 1988" shall be inserted and shall be deemed to have been inserted with effect from
the 1st day of June, 1988;

(b) a!te_r the words “shall extend", the words "and shall be deemed always to have extended"
25 ?gggbe inserted and shall be deemed to have been inserted with effect from the 1st day of June,

24. Insection 285B of the Income-tax Act, the words "as employee or otherwise™ shall be omitted with
effect from the 1st day of June, 1989,

25. The following amendments (being amendments of a consequential nature) shall be made in the
30 Income-tax Act, with effect from the 1st day of April, 1990, namely:—
(a) in section BOA, in sub-section (3), after the figures and letter "80J", the words, figures and letters
"or section 80JJ" shall be inserted;

(b) in section 80P, in sub-section (3),—

(i) after the words, figures and letjer “or section 80J", the words, figures and letters “or section
35 80JJ" shall be inserted:; !

(ii) tor the words, figures and letter "and section 80J", the words, figures and letters "section 80J
and section 80JJ" shall be substituted.

26. Notwithstanding anything contained in the notification of the Government of India in the Ministry of

Home Affairs, No.S.0.1028(E), dated the 7th November, 1988, and the notification of the Government of

40 India in the Ministry of Finance (Department of Revenue), No. S.O. 148(E}, dated the 23rd February,

1989 In so far as it relates to the commencement of the Income-tax Act, 1961 in the State of Sikkim, the

provisions of the Income-tax Act, 1961 shall come into force in the State of Sikkim with effect from the

Previous year relevant to the assessment year commencing on the 1st day of April, 1990, and any law

correspondingtothe Income-tax Act, 1961 which, immediately before such commencement, was inforce

45 in th.e State of Skkim shallbe deemed neverto have ceased to have effect in relation to the previous year

beginning with the 1st day of April, 1988 and anding with the 31st day of March, 1989, and shali continue

to be in force for the purposes of the levy, assessment and collection of income-tax orfor the purpose of

imposing any penally or for any other purpose whatsoever connected with, or incidental to, any of the
purposes aforesaid, under such law.

50 Wealth-tax

27. In section S of the Wealth-tax Act, 1957 (hereinafter referred to as the Wealth-tax Act),—
(a) in sub-section (1)—

(i) afterf:lause (xxvb), the following clause shall be inserted and shall be deemed to have been
inserted with effect from the 1st day of April, 1988, namely:—

55 “(xxvc) the right or interest of the assessee in any annuity plan of the Li‘e Insurance
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10
(AJO{poration referred to in clause (ii) of sub-section (1) of section 80GCA of the Income-tax
S
(i)) after clause (xxviib), the following clauses shall be inserted with effect from the 1st day of
April, 1990, namely:—

“(xxviic) any deposits made in accordance with the scheme referred to in item (i) of sub-
clause (iv) of clause (15) of section 10 of the Income-tax Act, by any employee of the Centra|
Government or a State Government;

(xxviid) any deposits made with the National Housing Bank established under section 3of the
National Housing Bank Act, 1987;";

(b) in sub-section (1A), after the brackets, figures and letter "(xxviib),", the brackets, figures and
letter "(xxviid),” shall be inserted with effect from the 1st day of April, 1990.

28. In section 17A of the Wealth-tax Act [as amended by section 140 of the Direct Tax Laws

Amendment ! . !
of section (Amendment) Act, 1987], in sub-section (1), for the proviso, the following proviso shall be substituted,

17A. namely:—

"Provided that,—
(a) where the net wealth was first assessable in the assessment year commencing on the 1g¢
day of April, 1987, or any earlier assessmentyear, such assessment may be made on or before the

31st day of March, 1991,
(b) where the net wealth was first assessable in the assessment year commencing on the 1g;
day of April, 1988, such assessment may be made on or before the 31st day of March, 1992 ~

Amendment 29. Insection 21AA of the Wealth-tax Act, in sub-sectioq ( 1) after t.he words "or co-operative society"

ofsection  the words and figures "or society registered under the Societies Registration Act, 1860 or under any |2,

21AA. corresponding to that Act in force in any part of India” shall be inserted. w
30. In section 25 of the Wealth-tax Act, in sub-section (2), in the Explanation,—

Amendment
the words "an order passed”, the words, figures and letters "on or before or

of section
25. (i) in clause (a), after C
afterthe 1stday of June, 1988," shallbeinserted and shallbe deemedto have beeninserted with effecy

from the 1st day of June, 1988;
(ii) in clause (b), for the word "includes”, the words "shall include and shall be deemed always to
have included” shall be substituted and shall be deemed to have been substituted with effect fromthe

1st day of June, 1988;

(iii) in clause (c),—
(a) after the words "of any appeal“, the words, figures and letters "filed on or before or
1stday of June, 1988 shall be inserted and shallbe deemed to have been inserted with effzfé;atr the
the 1st day of June, 1988; rom
(b) after the words "shall extend”, the words "and shall be deemed always to ha "
shall be inserted and shall be deemed to have been inserted with effect 1ron¥lhe 1st\/§a§x§r\}gﬁd
el

1988.
Gift-tax

Amendment 31. In section 16Aof the Gift-tax Act, 1958 (hereinafter referredto as the Gift-tax A
ofsection  section 172 of the Direct Tax Laws (Amendment) Act, 1987], in sub-section (1),— ct)[as amendeq by
(a) for the words "one year", the words "two years” shall be substituted;

(b) for the proviso, the following proviso shall be substituted, namely:—

"Provided that,—

(a) where the gifts were first assessable inthe assessment year commenci
of April, 1987, orany earlier assessmentyear, such assessment may be ma‘;':%:n the 1stda
31st day of March, 1991; ' orbefore the

(b) where the gifts were first assessable in the assessment year co i
of April, 1988, such assessment may be made on or before ll:e 31st gan;'e:fcgg,?:: tt;g ; ;t day
dment . o . - . )
:;-nsggti;en 32. In section 24 of the Gift-tax Act, in sub-section (2), in the Explanation—
24. .
(1) in clause (a), after the words "an order passed”, the words, fi ure
. . ! " s and let "
afterthe 1stday of June, 1988,"shallbeinserted and shallbe deemgd tohave beeeLeil:s o? gr before or
from the 1st day of June, 1988; ertedwith effect

(Il) in lause {b) for the word "includes”, the words shall includ m wa
| Cl , ’ @ and shall be dee ed al ys to
eincluded shall be substitut l t i i \
hav uted and sha be deemed Ollaveb n with effe
ra f g ; een substituted wit ffect from the
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(iii) in clause (c),—

(a) after the words "of any appeal®, the words, figures and letters ~filed on or before or after the
1stday of June, 1988"shallbe inserted and shallbe deemed to have been inserted with effect from
the 1st day of June, 1988;

5 (b) after the words "shall extend”, the words "and shall be deemed always to have extended"

:ggg be inserted and shall be deemed to have been inserted with effect from the 1st day of June,

Expenditure-tax

33-. In section 4 of the Expenditure-tax Act, 1987, for the words "ten per cent.”, the words "twenty per
10 cent.” shall be substituted with effect from the 1st day of June, 1989.

CHAPTER IV
INDIRECT TAXES
Customs

34. The Customs Tariff Act, 1975 (hereinafter referred to as the Customs Tariff Act),—
15 (a) shall be amended in the manner specified in the Second Schedule; and

(b) shall, wit.h effect from such date as the Central Government may, by notification in the Official
Gazette, appoint, be also amended in the manner specified in the Third Schedule.

35. (1) In the case of goods mentioned in the First Schedule to the Customs Tariff Act, or in that

Schedule, as amended from time to time, there shall be levied and collected as an auxiliary duty of

20 customsanamountequalto fifty per cent. of the value of the goods as determined in accordance with the
provisions of section 14 of the Customs Act, 1962 (hereinafter referred to as the Customs Act).

. (2) Sub-section (1)shall cease to have effect after the 31st day of March, 1990, except as respects
things done or omitted to be done before such cesser; and section 6 of the General Clauses Act, 1897,
shall apply upon such cesser as if the said sub-section had then been repealed by a Central Act.

25 (3) The auxiliary duties of customs referred to in sub-section (7) shall be in addition to any duties of
;:ustoms chargeable on such goods under the Customs Act, or any other law for the time being in
orce.

(4) The provisions of the Customs Act and the rules and regulations made thereunder, including
thoserelatingto refunds and exemption's from duties, shall, as far as may be, apply inrelation tothe levy
3  and collection of the auxiliary duties of customs leviable under this section in respect of any goods as
they apply in relation to the levy and collection of the duties of customs on such goods under that Actor

those rules and regulations, as the case may be.

Excise

36. The Central Excise Tariff Act, 1985 (hereinafter referred to as the Central Excise Tariff Act), shallbe
35 amended in the manner specified in the Fourth Scheduls.

37. (1) Inthe case of goods chargeable with a duty of excise under the Central Excises and Salt Act, 3

1944 (hereinalter referred to as the Central Excises Act), as amended from time to time, read with any

notification for the time being in force issued by the Central Government in relation to the duty so

chargeable (not being a notification providing for any exemption for giving credit with respect 10, of
40 reduction of duty of excise under the said Act on such goods equalto, any duty of excise underthe said Act,

or the additional duty under section 3 of the Customs Tariff Act, already paid on the raw mateualeo(;

component parts used in the production or manutacture of such goods), there shall be levied and collect

a special duty of excise equal to five per cent. of the amount so chargeable on such goods.

(2) Sub-section (1) shall cease to have effect after the 31st day of March, 1990, except as respaeg;s
45 things done or omitted to be dons before such cesser; and section 6 of the General Clauses Act, 1 .
shall apply upon such cesser as if the said sub-section had then been repealed by a Central Act.

(3) The special duties of excise referred to in sub-section (7)shall be in addition'to any dut.ies 91‘ excize
chargeable on such goods under the Central Excises Act, or any other law for the time being in force.

(4) The provisions of the Central Excises Act, and the rules made thereunder, including those re!atug

50 torefunds and exemptions from duties, shall, as far as may be, apply in relationtothe levy and.collect.lonto

the special duties of excise leviable under this section in respact of any goorls as they apply in relatloft'he
the levy and collection of the duties of excise on such goods under that Act or those rules, as

case may be.
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38. The Additional Duties of Excise (Goods of Special Im i
\d ) portance) Act, 1957 (hereinafter ref
as the Additional Duties of Excise Act), shall be amended in the manner specified in t:e"ch:{:g

Schedule.
SQ.The Medicinal and Toilet Preparations (Excise Duties) Act, 1955, shallbe amended in the manner
specified in the Sixth Schedule.

CHAPTER V
INLAND AIR TRAVEL TAX

40. (1) This Chapter extends to the whole of India.
(2) It shall come into force on such date as the Central Government may, by notification in the Official

Gazette, appoint.

41. In this Chapter, unless the context otherwise requires,—
(a) “aerodrome” means any aerodrome as defined in clause (2)of section 2 of the Aircraft Act, 1934

which is situated in India; . )
(b)“aircraft” means any aircraft as defined in clause (1)of section 2 of the Aircraft Act, 1934 whi

is used (whether exclusively or not) for the carriage of passengers; + Which
(c)"carrier” means the person or authority undertaking the carriage of a passenger on an inl

journey and includes any agent, representalive or other person acting on behalf of such PQfsoannd

or

authority;
(d) "fare” means the total amount of all charges of whatever nature (including charges, if any. 1
provision of food or accommodation) payable to the carrier by or on behalf of a passenger in 'eg;')eg

of his inland journey, but does not include,—
(i) fuel surcharge, if any, payable, and
(i) fee, if any, payable for the amenities given to the passengers and visitorsg at any

aerodrome;
(e) "inland journey", in relation to a passenger, means his journey from any aerodrome on boarg
r

any aircraft to another aerodrome;

() "passenger” means any person boarding,
journey, but does not include,—

at any aerodrome, an aircraft for performing an inland

(i) a person who performs an inland journey on a through international ticket and .
precedes, or forms part of a series of journeys preceding, or follows, or forms part of an which
journeys following, a journey to or from a place outside India on the same ticket; or series of

(i) a person employed or engaged in any capacity on board the aircraft on the. bus;

iness

thereof.

42. (1) With effect from the date of commencement of this Chapter, there shall be levied
passengers embarking on every inland journey, where the fare for such journey is paid in Indian cy on ali
atax (hereatterin this Chapter referred to as the inland air travel tax) at the rate of ten per cent, of frency,
paid by such passengers for every such journey. -Of the fare

Explanation.— When a passenger performs an inland journey at a concessional rate of with H
charged any fare, the fare ordinarily payable for the journey shall, for the purposes of this sec:;’.t belgg
ion, be

deemed to have been paid by such passenger.

(2) In accordance with the rules made under this Chapter, the Inland alr trave| tax sh
collected by the officers of customs appointed under the Customs Act, 1962, or the Centrai Eall ‘be
Officers appointed under the Central Excises and Sait Act, 1944, or such officers of the C xct se
Government or the State Government or the International Airports Authority of India °°nst;n ral
under the International Airports Authority Act, 1971, or the National Airports A““‘°’“Yc°nsm“:°d
under the National Airports Authority Act, 1985, or such carrlers, as may be authorised lnt:held
behalf by the Central Government by notlification in the Official Gazette and pal;

to the credit of the Central Government.

43. Incomputing the inland air traveltax, wherever necessary, the tax leviable shall be rounded offto
the nearest rupee, fifty paise and over being counted as one rupee and less than fifty paise being

disregarded.
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44.Notwithstanding anything contained inthis Chapter, the Central Government may, by notification in
the Official Gazette, and subject to such conditions and limitations as may be specified therein, exempt,
wholly or to such extent as may be specitied in the notification, any class ar classes of passengers or any
category or categories of passengers under any such class from the payment of inland air travel tax if that
Governmentis satisfied thatitis necessary or expedient soto do, having regard to the place of destinatior,
purposes of the journey any other special circumstances.

45. No carrier or other person in charge of an aircraft shall allow any passenger 1o board the aircraft
unless such passenger has paid the inland air travel tax.

46. (1) Every passenger who embarks or attempts to embark on an inland journey without paying the

inland air travel tax shall, in addition to his liability to pay the inland air travel tax, be liable to a penalty not
exceeding twice the amount of the inland air travel tax.

(2) Every carrier or other person in charge of an aircraft, who, in contravention of the provisions of
seclion 45, allows any passenger or passengers to board the aircraft, shal! be liable to a peralty not

exceeding three times the amount or the aggregate amount of the inland air travel tax payable by the
passenger or passengers so allowed to board the aircraft.

(3) Any penalty under this section may be adjudged, collected and paid to the credit of the Central

Government by such authority and in such manner as may be specitied in the rules made under this
Chapter.

47. Nosuit or other legal proceeding shall lie against the Central Government and no suit, prosecution
orother legal proceec:iing shall lie against any officer of the Central Government or the State Government
or the International Airports Authority of India or the National Airports Authority referred to in sub-section

(2) of section 42 for anything in good faith done or intended to be done in pursuance of this Chapter or the
rules made thereunder.

48. (1)The Central Government may, by notification in the Official Gazette, make rules for carrying out
the provisions of this Chapter.

(2) In particular, and without prejudice to the generality of the foregoing power, such rules may
provide for — !

(a)the collection of the inland air travel tax including the charges for collection payable to
any State Government or the International Airports Authority of India or the National Airports
Authority referred to in sub-section (2) of section 42, or any carrier, the authorities by whom
adjudication of penalties or other functions under this Chapter shallbe discharged, the manner
in which the inland air travel tax, penalties or other sums due under this Chapter shall be
payable, the mannerin which the inland air travel tax, penalties or other sums shallbe collected

and paid to the credit of the Central Government and the procedure for claiming refund of any
amount paid under this Chapter;

(b)the powers of officers authorised under sub-section (2) of section 42 to enter, inspect and

search any aircraft for the purpose of carrying on any duty imposed on such officer by or under this
Chapter:

Provided that the provisions of the Code of Criminal Procedure, 1973, relating to searches, shall,so
far as they are applicable, apply in relation to searches under rules made under this clause;

(c)the procedure for adjudication of penalties;

(d) appeals against orders made under this Chapter, the manner in which and the time within which
such appeals may be preferred and the fees payable therefor;

(e)the returns and other particulars and information which may be required to bg furnished (or.lhhe
purposes of this Chapter, the persons or authorities by or to whom or which, and the intervals at which,
such returns, particulars and information shall be furnished;

(f)any other matter which is lo be, or may be, provided for by rules under this Chapter.

49.Every rule made under this Chapter and every notification issued under section 44 shall be laid, as
soon as may be after it is made orissued, before each House of Parliament, whileitisin sessior.\, for ato@l
period of thirty days which may be comprised inone session or intwo or more successive sessions, and.d.
before the expiry of the session immediately following the session or the successive sessions aforesaid.
both Houses agree in making any modification in the rule or notification or both Houses agree thatthe rule
should not be made or the notilication should not be issued, the rule or notification shall thereafter have
effact only in such modilied ‘orm or be of no effect, as the case may be; so, however, that any such
modification or annulment shall be without prejudice to the validity of anything previously done under that
rule or notification.
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CHAPTER VI
MISCELLANEOUS

::Tf:d;:ef;t 50. In section 14 of the Central Sales Tax Act, 1956,-—
c o . L - i .
1956, (a)initems (iia)and (vii), after the figures "58.05.", the figures " 58.06," shall be inserted ;

(b) in item (ix), for the word and figures "and 2404.50", the figures and word ", 2404.50 and
2404.60" shall be substituted.
Amendment 51.1In sub-section (1) of section 35 of the Finance Act, 1979, with effect from such date as the Central
of Act21of  Government may, by notification in the Olfficial Gazette, appoint,—

1978 (a)in clause (i), for the words "one hundred rupees®, the words “three hundred rupees* shall be
substituted;

(b)in clause (/i), for the words " fifty rupees™, the words "one hundred and lifty rupees” shall bg
substituted.

Declaration under the Provisional Collection of Taxes Act, 1931

It is hereby declared that itis expedient in the public interest that the provi§ion§ of clause 34
[except sub-clause (b) thereof] and clauses 35, 36, 37, 38 and 39 of this Bill shall have
immediate effect under the Provisional Collection of Taxes Act, 1931.

5
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THE FIRST SCHEDULE (-
(See section 2)
PART |
INCOME-TAX
5 Paragraph A
Sub-Paragraph 1

In the case of every individual or Hindu undivided family or unregistered firm or other association of persons of body '-‘g
individuals, whether incorporated or not, or every artificial juridical person referred to in sub-clause (vii) of clause (31)of so}:hgn
of the Income-tax Act, not being a case to which Sub-Paragraph Il of this Paragraph or any other Paragraph of this Part

10 applies,— .
Rates of income-tax

(1) where the total income does not exceed Rs. 18,000 Nil;
(2) where the total income exceeds Rs. 18,000 but does not 25 per cent. of the amount by which the total income exceeds
exceed Rs. 25,000 Rs. 18,000;
45  (3) where the total income exceeds Rs. 25,000 but does not Rs. 1,750 plus 30 per cent. of the amount by which the total
exceed Rs. 50,000 income exceeds Rs. 25,000;

(4) where the lotal income exceeds Rs. 50,000 bt doas not  Rs. 9,250 plus 40 par csnt. of the amount by which the total
exceed Rs. 1,00,000

income exceeds Rs. 50,000;
(5) where the total income exceeds Rs. 1,00,000 Rs. 29,250 plus 50 per cent. of the amount by which the

20 income exceeds Rs. 1,00,000.
Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall, in :’:::ts:b":
every person having a total income exceeding fifty thousand rupees, be increased by a surcharge for purposes o
calculated at the rate of five per cent. of such income-tax:

tota!

25 Provided that no such surcharge shall be payable by a non-resident.

Sub-Paragraph II

. .. . . . @ total
In the case of every Hindu undivided family which at any time during the previous year has at least one mefnboée‘;hzic“ds
income of the previous year relevant to the assessment year commencing on the 1st day of April. 1

Rs.18,000,-
30 Rates of income-tax
(1) where the total income does not exceed Rs. 12,000  Nil; ods
. ; exce
(2) where the total income exceeds Rs. 12,000 but doas 25 per cent. of the amount by which the total income
not exceed Rs. 20,000 Rs. 12,000; ich the total
ic
(3) where the total income exceeds Rs. 20,000 but does Rs. 2,000 plus 30 per cent. of the amount by wh
35 not exceed Rs. 40,000 income exceeds Rs. 20,000; hich the total
ic
(4) where the total income exceeds Rs. 40,000 but does Hs. 8,000 plus 40 per cent. of the amount by W
not exceed Rs. 60,000 income exceeds Rs. 40,000; hich the total
i
(5) where the total income exceeds Rs. 60,000 but does Rs. 16,000 plus 50 per cent. of the amount by W
not exceed Rs. 1,00,000 income exceeds Rs. 60,000; hich the total
i
40 (6) where the total incoms exceeds Rs. 1,00,000 Rs. 36,000 pIus 55 per cent. of the amount by wi
income exceeds Rs. 1,00,000.
Surcharge on income-tax il in the case of
The amount of income-tax computed in accordance with the preceding provisions of this Sub-Paragfaphr:?,:és of the Union

every person having a total income exceeding fifty thousand rupees, be increased by a surcharge for pu
45 calculated at the rate of five per cent. of such income-tax:

Provided that no such surcharge shall be payable by a non-resident.

Paragraph B
In the case of every co-operative society,—
Rates of income-tax

50 (1) where the total income does not exceed Rs. 10,000 15 per cent. of the total income; which the total
(2) where the total income exceeds Rs. 10,000 butdoes  Rs. 1,500 plus 25 per cent. of the amount by

not exceed Rs. 20,000 income exceeds Rs. 10,000; which the total
(3) where the total income exceeds Rs. 20,000 Rs. 4,000 plus 40 per cent. of the amount by

income exceeds Rs. 20,000.

15
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Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this Paragraph shall, in the case of every
person having a total income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Union calculated at

the rate of five per cent. of such income-tax.

Paragraph C 5
Sub-Paragraph 1
In the case of every registered firm, not being a case to which Sub-Paragraph Il of this Paragraph applies,—
Rates of income-tax

(1) where the total income does not exceed Rs. 10,000

(2) where the tctal 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 not
exceed Rs. 1,00,000

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

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

Rs. 750 plus 7 per cent. of the amount by which
income exceeds Rs. 25,000; y the total

Rs. 2,500 plus 15 per cent. of the amount by whi
income exceeds Rs. 50,000; Y which the total

Rs. 10,000 plus 24 per cent. of the amount by whi 15
income exceeds Rs. 1,00,000. Y which the total

Surcharge on income-tax

The amount of income-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall, in the case of

every person

calculated at the rate of five per cent. of such income-tax.

having a total income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Union 20

Sub-Paragraph 11

In the ca:

se of every registered firm whose total income includes income derived from a profession carried on by it and th
so included is not less than fifty-one per cent. of such total income,-

e iﬂmme

Rates of income-tax

(1) where the total income does not exceed Rs. 10,000

ere the total income exceeds Rs. 10,000 but does not

Nil; 25

4 per cent. of the amount by which the total income exceads

wh
@ exceed Rs. 25,000 Rs. 10,000;
e the total income exceeds Rs. 25,000 butdoes not  Rs. 600 plus 7 per cent. of the amount b whi
o ::::eered Rs. 50,000 Income exceeds Rs. 25,000; Y which the totg)
. 30
total income exceeds Rs. 50,000 but does not  Rs. 2,350 plus 13 per cent. of the amount b i
“ ew::erz(;hss' 1,00,000 income exceeds Rs. 50,000: Y which the totg
| income exceeds Rs. 1,00,000 Rs. 8,850 plus 22 per cent. of the amount b i
(5) where the totall income exceeds Rs. 1,00,000. Y which the 1014
Surchargc on income-tax
3s
~rn gmount of income-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall, in the casg
"wp‘;rson having a total income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Un; of
evleclz’,ated at the rate of five per cent. of such income-tax. on
ca
Janation.—For the purposes of this Paragraph, “registered firm" includes an unregistered firm assessed as a registered f;
cl,: l;pclause (b) of section 183 of the Income-tax Act. Alrm
unde 40
Paragraph D
In the case of every local authority,—
Rate of income-tax
Onthe whole of the total income 50 per cent.
Surcharge on income-tax
45

amount of income-tax computed at the rate hereinbefore specified shall, in the case of every person having a tota| income
The ifty thousand rupees, be increased by a surcharge for purposes of the Union calculated at the rate of five per cent. of

exceeding f

cuch income-tax:
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Paragraph E
In the case of a company,—

Rates of income-tax
1. In the case of a domestic company ,-

(1) where the company is a company in which the public are substantially
interested

(2) where the company is not a company in which the public are substantially
interested—

(i) in the case of a trading company or an investment company
(i) in any other case
1. 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 2n 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) tees 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 25th day of February, 1964 but
be‘ore the 1st day of April, 1976,

and where such agreement has, in either case, been approved by the Central
Government

(ii) on the balance, if any, of the total income

Surcharge on income-tax

50 per cent. of the total income;

60 per cent. of the total income;

55 per cent. of the total income.

50 per cent.;

65 per cent.

The amount of income-tax computed in accordance with the provisions of item | of this Paragraph shall, in the case of ever
person having a total income exceeding fifty thousand rupees, be |F:1creased by a surcharge calcu|agtedp : vor Y

such income-tax.

PART |l

at the rate of five per cent. of

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 deduction at the following rates:—

Rate of income-tax

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

(a) where the person is resident in India—

(i) onincome by way of interest other than “Interest on securities”

(ii) On'iﬂ;ZOme by way of winnings from lotteries and crossword
puzzles

(iii) on income by way of winnings from horse races
(iv) on income by way of insurance commission

(v) onincome by way of interest payable on—

(A) any security, other than a tax-free security, of the Central or a
State Government;

(B) any debentures or other securities for money issued by or on
behalf of any local authority or a corporation established by a
Central, State or Provincial Act;

(C) 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 and any rules made thereunder;

10 per cent.;
40 per cent.;
40 per cent.;
10 per cent.;

10 per cent.;
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(vi) on any other income (éxcluding interest payable on a
tax-free security)
(b) where the person is not resident in India—
(i) in the case of a non-resident Indian—
(A) on investment income and long-term capital gains

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

(C) on income by way of winnings from lotteries and
crossword puzzles

(D) on income by way of winnings from horse races

(E) on the whole of other income

(ii) inthe case of any other person--

(A) on income by way of interest payable on atax-free
security
) i nd
(B) on income by way of wirnings from lotteries a
cicssword puzries
. ) - ces
(C) on income by way of winnings from horse ra

(D) on the whole of the other income

2. Inthe case of a company-
(a) where the company is a domestic ccmpany—
(i) on income by way of interest other thani “Interest on
securities”
(i) on income by way of winnings from lotteries and
crossword puzzles
(iit) on income by way of winnings from horse races
(iv) on any other income {excluding interest payable on tax-
free security)
(h) where the company is not a domestic company -
(1) onincome by way of dividends payabie by any domestic
company
(i) on income bv way of winnings jrom lotteries and
Crossword puzzles
(iii) on incoma by way of vinnings from horse races

(iv) 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

(v} on:ncome by way of royally payable by Government or
an Indian corcern in pursuance of an agreement made by
it with the Goveramen! or the Indian concern alter the
31st day of March, 1976, where sych royalty is in

20 per cent.;

20 per cent.;

15 per cent.;
40 per cent.;

40 per cent.; 10
income-tax at 30 per cent. of the amount of income

or
income-tax in respect of the income at the rates
prescribed in Sub-Paragraph | of Paragraph A of pan JiI
of this Schedule, it such income hag been the tota! 15
income, .
whichever is higher;

15 per cent.:
20
40 per cent.
40 per cent.;
income-tax at 30 per cent. of the amount of income
o 25

income-tax in respect of the income a4 the rates
prescribed in Sub-Paragraph | of Paragraph A of Part I
of this Schedule, if such income had been the total
income,

whichever is higher: 30
20 per cent.;
40 per cent.; 35
40 per cent.;

21.5 per cent.;

40
25 per cent.;
40 per cent.;
40 per cent.; 45
25 per cent.;
30 per cent.; 50
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consideration for tha 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 proviso to sub-section (/A) of section
115A of the Income-tax Act, to the Indian concern

(vi)on income by way of royalty [not being royalty of the nature refer

5 to in sub-item (b)(v)] payable by Government or an Indian conc?rg
i'n gursuanca of an agree:e:lhmade by it with the Government or the
ndian concern and which has been a
Covarnment.~ pproved by the Central

(A) where the agreement is made after the 31st " 3
10 but before the 1st day of April, 1976 stday of Mach. 1961 30 per cent.;

(B) where the agreement is made after the 31st day of March

1976 30 per cent.;

(vii) on income by way of fees for technical services
Government or an Indian concern in pursuance of an g;!::rlr?eby
15 made by it with the Government or the Indian concern and whk?t:
has been approved by the Central Government-

(A) where the agreement is made after the 29th day of February

1964 but before the 1st day of April, 1976 S0 per cent.;

(B) where the agreen.ent is made after the 31st day of March, 30 per cent
, nt.;

20 1976
i) on income by way of interest payable on a tax- i
(viii) free security 44 per cent.;
(ix) on any other income 65 per cent
. _£or the purposes of this Pant. “investmant i =
janation.—For the i neomer, “long-ter i ins" and -
E:I:he meanings assigned to them in Chapter XIl-A of the lncome-tangct ™ Capiial gains” and “non-resident Indian” shall

25 hav
Surcharge on income-tax

The amount of income-tax deducted in accordance with the provisions of-

(@ sub-item (a) of tem 1 of this Part shall be increased by a surcharge for purposes of the Unio d
n, an

() suo-item (a) of item 2 of this Part shall be increased by a surcharge
culated al {he rate of eight per cent. of such income-tax.
calcu

30 '
PART Il

TING OR CHARGING INCOME-TAX IN CERT

FOR CALCULA AIN CASES, DEDUCT AX ME

RATES CHARGEABLE UNDER THE HEAD " SALARIES" AND COMPUTING ADlr:/GAI:C?E(.) e ROM
TAX"

ch income-tax has to be calculated under the first proviso to sub-section (5) of i : ct
or charg ub-section (4) of sgqnor: g1 7210r sub-section (2) of section 174 or secﬁon)1 7552:: zzglﬁtgr:';?’)lﬁr;s: 1A76

3 of the said Act of deducted under section 2 of the said Act from income chargeable under the head "Salaries: or in which the
~advance tax” payable under Ct‘aptefbxyll~9 3‘ the said '_\’t’t has to be computed at the rate or rates in force, such income-tax Or. as
e e a Jvance ax [Qot eing "advance tax” in respect of any income chargeable to tax under Chapter Xil or Chapter
XII-A or sub-section (1A) of section 161 or secticn 164 cr section 164A or section 167B of the Income-tax Act at the rates as
section or surcharge on such "advance tax" in respect of any income chargehblaexto ‘t:axaundef section

spacified in that Chapter or
1’:581 shall be caleulated. charged, deducted or computed at the following rate or rates:-

od under s

Paragraph A
Sub-Paragraph |

of every individual or Hindu undivided family or unregistered firm or other associati ons or body of
r incorporatgd or not, or every _aniﬁcia| juridical person referred to in sub—clauseo(c»:?il)l%? 3;3596: 73] )of sectign 2
Act, not being a case to which Sub-Paragraph Il of this Paragraph or any other Paragraph of this Part

In the case

45 individua's, whethe

of the Income-tax
applies,—



Rates of income-tax

(1) where the total incomr does not exceed Rs. 18,000 Nil;

20 per cent. of the amount by which the total income exceeds
Rs. 18,000;

Rs. 1,400 plus 30 per cent. of the amount by which the total 5
ircome exceeds Rs. 25,000;

Rs. 8,900 plus 40 per cent. of the amount by which the total
income exceeds Rs. 50,000;

Rs. 28,900 plus 50 per cent. of the amount by which the total
income exceeds Rs. 1,00,000. 10

(2) where the total income exceeds Rs. 18,000 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 not
exceed Rs. 1,00,000

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

Surcharge on income-tax

The amount of income -t compued i1 aeiordance wih the preceding provisions of this Sub-Paragraph shall, in the case of
@Very person having a total income exceeding fifty thousand: rupaes. be wereased vy a surcharge lor purposes of the Union
cACAVARS. W We ek o\ AN par catt. ol such ncome-tax:

Provded Tk no uch o { i
'S Suen sutcharge shall be payable by a non-residen:. "

Sub-Paragraph 11

In the case of ; . . .
of the previous yz‘;?r!eflgndu undivided family which at any time during the previous year has at least one member whose total income
vant to the assessment year commencing on the 1st day of April, 1990 exceeds Rs. 18,000~

0 Rates of income-tax
where th i
e total income does not exceed Rs. 12,000 Nil; 20

2 w i
(3: ::EE‘%EE?O?: :20(;:%’309 exceeds Rs. 12,000 but does 25'{:! 1629?)!0 g;f the amount by which the total income exceeds
9 e O TN 3000l 38 s o, ot s by i
. exceed |eq ?tg{)n?ocgéne exceeds Rs. 40,000 but does not Rs. 8,000 plus 40 per~cen.1. of 'the amount by which the total 25
) g(ie;:;hfq?t?{ E,"(‘,’%'Sg exceeds Rs. 60,000 but does not Rsm ::2:; ;(1::: :Z E:r ::n?o :t the amount by which the total
(6) where the total income exceeds Rs, 1,00,000 R:g:ﬂ;:;;tl:s: g: :r S:;C:O:f the amount by which the total
income exceeds Es. 1,00,000. 30

Surcharge on income-tax

The amount of j .
every person h:igg‘;"’:g;'aal’;n":omputed in 39corfcifanco with the preceding provisions of this Sub-Paragraph shall, in the case of
calcul ‘ me exceeding fifty thousand rupees, be increased by a surch for purposes of th i
ated at the rate of eight per cent. of surg-n inzome~tax: P ¥ & surcharge for purp @ Union

Provide
d that no such surchargy shall be payable by a non-resident. 35

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 15 per cent. of the total income;

(2) where the total in Rs. 1,500 pl i
come exceed . 10,000 -1, plus 25 per cent. of the amount by which the ¢
not exceed Rs. 20,000 eds Rs. 10 but does income exceeds Rs. 10,000; otal 40

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

(3) where the total income exceeds Rs. 20,000
Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph shall, in the case of every 4:
person having a total income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Union cakculated at
the rate of eight per cent. of such income-tax.
Paragraph C

Sub-Paragraph 1

In the case of every registered firm, not being a case {0 which Sub-Paragraph Il of this Paragreph applies,— 5



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

not exceed Rs. 50,000

(4) where the total income exceeds Rs. 50,000 but does

not exceed Rs. 1,00,000
(5) where the total income exceeds Rs. 1,00,000

10

(3) where the total income exceeds Rs. 25,000 but does

Nil ;

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

Rs. 750 plus 7 per cent. of the amount by which the total
income exceeds Rs.25,000;.

Rs. 2,500 plus 15 per cent. of the amount by which the total
income exceeds Rs.50,000;

Rs. 10,000 plus 24 per cent. of the amount by which the total
income exceeds Rs.1,00,000.

Surcharge on income-tax

The amount of income-tax computed in aqoorqance with the preceding provisions of this Sub-Paragraph shall, in the case of
gvary person having a total income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Union

cak;ulated at the rate of eight per cent. of such income-tax.

15

Sub-Paragraph II

In the case of every registefed firm whose total income includes income derived from a profession carried on by it and the income
included is not less than fity-one per cent. of such total income,--
so

Rates of income-tax

where the total income does not exceed Rs. 10,000
20 @ .ﬁ?"e’fc'f;'??.' '2"5‘,3‘;‘: exceads Rs. 10,000 but does
@ :’&"252233%2'. i;:%nc;g exceeds Rs. 25,000 but does
@ L"&"L‘LQZZJ?J.Q",S%%; ;"Ceeds Rs. 50,000 but does

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

(1

Nil ;

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

Rs. 600 plus 7 per cent. of the amount by which the total
income exceeds Rs. 25,000;

Rs. 2,350 plus 13 per cent. of the amount by which the total
income exceeds Rs. 50,000;

Rs. 8,850 plus 22 per cent. of the amount by which the total
income exceeds Rs. 1,00,000.

Surcharge on income-tax

son . t. of such income-tax

o every P71 rate of eight percen :
calculated att

.. Forthe pu

dEprngéigﬂ(-b) of section 183 of the Income-tax Act.
under ¢

1 of income-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall, in the case of
having 3 total income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Union

rposes of this Paragraph, "registered firm" includes an unregistered firm assessed as a registered firm

Paragraph D

| authority,—
se of every loca
a5 In the ca

On the whole of the total income

Rate of income-tax

50 per cent.

Surcharge on income-tax

The amount of income
0 exceeding fifty t
such income-tax

.tax computed at the rate hereinbefore specified shall, in the case of every person having a total income
housand rupees, be increased by a surcharge for purposes of the Union culculated at the rate of eight per cent. of

Paragraph E

In the case of a company.—~

Rates of income-tax

45 | Inthe case of a domestic company,—

(1) where the company is a company in which the public are

substantially interested

50 per cent. of the total income;

(2) where the company is not a company in which the public are

substantially interested—



(i) inthe caseof a trading company or an investment company 60 per cent. of the total income;

(ii) in any other case 55 per cent. of the total income.

Il. In the case of a company other than a domestic company,—

(i) on so much of the total income as consists of— )
(a) toyahies received irom Government or an Indian concern in pursuance of an 5
aqreamMert Mass Ty 1 WER the Covarmmert ot e \reiar, conca shet e 31s\ day of
Wiazer, 1981 ot nekare e A5 oay S Api, 197%, or
(b) tees for rendering technical servicas received from Government or an Indian
concern in pursuance of an agreement made by it with the Government or the Indian

concern after the 26th day of February, 1964 but before the 1st day of April, 1976, 10
and where such agreement has, in either case, been approved by the Central 50 per cent;
Government
(ii) on the balance, if any, of the total income 65 per cent.

Surcharse on income-tax

The amount of income-tax computed in accordance with the provisions of item | of this Paragraph shall, in the case of every 15

person h.aving atotal income exceeding fitty thousand rupees, be increased by a surcharge calculated at the rate of eight per cent.
of such income-tax.

PART IV
[See section 2 (9) (e))
RULES FOR COMPUTATION OF NET AGRICULTURAL INCOME 20

. Rule l.-Agricgltyral inqorne of the nature refgrred to in sub-clause (a) of clause (/A) of section 2 of the Income-tax Act shall
e cprpputed as ﬂ.n 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 app! j ificati
: y subject to the modification that th i in shall
be construed as not including a reference to sub-sections (3) and (4) of section 40A. © reference o section 40A herein %

Rule 2.~Agricultural income of the nature referred to i
| : ; ] 1o in sub-glause (b) or sub-clause of cl A) of section 2 of the
t:gocr::i\:::ofz [&t::;l;gn u:;:omet de::ve: fr?m a:y bunk:llng required as a dwelling house b(yct)he r(;::iigr g th)e rent or revenue of
2 iver of rent-in-kind referred to in the said sub-clause (c)] shall be if i i ble
to income-tax under that Act under the head “Profits and gains of business or professbn'zrzﬁg:aegrzzigigrgec;? ;momnes‘g‘oa rg$832.

36, 37, 38, 40, 40A [oth -secti
may be, apply acoo[rdin‘;r&a" sub-sections (3) and (4) thereof], 41, 43, 43A, 43B and 43C of the Income-tax Act shall, so far as 30

Rule 3.-Agricultural income of the nature referred to i -C|

. k me f in sub-clause (c) of clause (1A) of i | K 1, being

'(;‘fclt:f::idei((wzd from any pulldmg rgqunred as a dwelling house by ths recsiver of the (rent) or :2;\%“9%? :r:: zunmer éﬁhﬁc,ece' iver
n-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 t g isi i
accordingly. e from house property™ and the provisions of sections 23 1o 27 of that Act shall, so far as may be, apply 35

Rule 4. -Notwithstandin i ined i isi
) . g anything contained in any other provisions of these rules. i i
y o f es, he assessee derives
;:zgme ftrom sale of tea grown and manufactured by him in India, such income shall be colr::utceadsﬁ-. gggc:?dlanece wi?h n?li 8 of the
me-tax Rules, 1962, and sixty per cent. of such income shall be regarded as the agricultural income of the assessee.

Rule 5.-Wherae the assessee is a partner of a registered firm or an unregistered fir i i se 40
(b) of section 183 of the Income-tax Act, which in the previous year has aer?y agriculit?a??::::\zd :rs i: ;eg;:zr:rdc;f' r;; lt:‘:\?:;;zae‘:ad
firm which has not been assessed as a registered firm under clause (b) of the said section 183 and 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 unregistered firm but has any agricultural income, then, the agricultural income or loss of the firm
rsnh::nbe T;t:%uted in aocgrdance w(r;h these rules am‘i2 his share in the agricuttural inolome or loss of the firm shall be computed in the 45

er laid down in sub-section (1), sub-section (2) and sub-section i - so
computed shall be regarded as the agricultural incor:'ne or loss of the agﬁg;:ee.c fion 67 of the incomertax Act and the <har®

Rule 6.-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 S0
(other than a Hindu undivided family, a company or a firm) but has any agricuttural 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 of
loss so computed shall be regarded as the agricultural income or loss of the assessee.

Rule 7.-Where the result of the computation for the previous year in respect of any source of agricultural income is a loss, such
!oss shall be set off against the income of the assesses, if any, for that previous year from any other source of agricuttural
income:

Provided that where the assessee is a partner of an unregistered firm which has not veen assessed as a registered firm under
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clause (b) of section 183
t the Inco! i OC pe bod
o ¢ o me-tax Act
" e gssesseq in the agricultural income of the ﬁ?r St mer_nper o abon association of
gainst any income of the assess Swbnapmginbon A
ee from any other source of agricuyt't:rsalme case may be, is a loss SUChNIo uaISh?ﬂnd orbe s o
e, s ss shall not be set off

Rule 8.~Any sum
. payable by the acco ax levied by th
I r ] assessee on unt of any
shall be deducted in computing the agricultural income tof tax levi t tate Governmer !
) ed by the State ment on the agricult i
ural income

Rule 9.~1) Where the assessee has, i
) ! as, i ;
t1h989. any agricuttural income and the net ?etshuell %r'et;mus year relevant to the asses
e previous years relevant to the assessment yea e computation of the agricuur Slment g commencing on th
day of April, 1983 or the st day of April, 1984 or th‘: f°mmencing on the 1stda 'O‘a income of the assessee for aﬁ 15t day of April,
<t day of April, 1985 o !hey 1532;1.01’%’8} _::r the 1st day of Aprily ? gaezor r?:re 2
ril, 1986 or the 1st da ' el 1st
y of April, 1987 or

the 1stday of April, 1988
_is a loss, then, for the purposes of sub-section (2}
2) of section 2 of thi
this Act,—

(i) the loss so computed for the i
> prev
the extent, if any. such loss has not b.cenelzy:;r ;e;:evan! to the assessment
assessment year commencing on the 1st day of April against the agricunu;argar commencing on the 1std -
oy of Aprl, 1985 or I Yet day of April, 1986 pril, 1982 or the 1st da income for the previ ay of April, 1981 to
D e e e rthe = oot Rt 1884 or th b
E or the 1st day nf Apri ril, 1984 orth
pril, 1988, e 1st

(ii) the loss so computed for the i
1o the extetnt. if any, such loss has B ot boor st '9,:8"3"5 to the assessment
fA s:lm 1 Saée:rr tio";mezc'"g on the 1st day of April°1gaga'"s’ the agriculturaly'ear commencing on the 15
of April. o 1st day of April, 1987 or the 1st dae)? ?'A‘he 1st day of April '?;g;ne for the previous ;;gay oli April, 1982,
of A, 088 ) or the 1st da year relevant to the
\ , y of April, 1985 or th
\ e 1st day

(iit) the loss sO computed for the i
S rev
1o the extent, if any. such loss has r?ot é%ziy:;rg‘:f'evant to the assessment
against the agri year comm 0
gricultural inco encing on the 1

me for the previ st day of April, 1983

vious year relevan ' .

t to the

assess_mem year commencing on the 1std ;
B, 1987 or 1 15t day of April, 198;)’ of April, 1984 or the 1st day of April, 198
. S or the 1st da
y of April, 1986 or
. the 1st day

(iv)the Joss so computed for the i
> previo
10 the extent. if any, such loss has not belfny::tr !?flevan! o the assessme
assessment year commencing on the 1st day of Ap off against the agricul o mencin
by v 3988, ril, 1985 or tural inco g on the 1std .
the 1st day of April, 1 gaer;ne for the previous yeaay o|f April, 1984,
e . 50 computed o the provo ) or the 1st da year relevant to the
us y of April
year relevant to the assessment ye P TeTerine e
ar commencin
g on the 1st da i
y of April, 1985,

to the extent, if any. such loss has not b
\ ee aqai
assessment year commencing on the 1st da;('l ;e;\gr?l 199?251 the agricultural inco
, or the 1st da come for th i
y of April, 1887 o the 15t day of Af
, or the 1st da year relevant to the
y of April, 1988

(vi) the loss SO computed for the previo
to the extent, if any. such loss has not be‘:esnys,eztr ::?:e;am o ssessment ye
assessmem year commencing on the 1st day of April 19938195;:??:, a1gricu"ura|Yir:;:r:naern;::rert.fing e ot elovent 0
R e 1st day of Apri ® previo g '
. orl, 1988 us year relevant to th
! e

(vii) the loss SO computed for the previo
u
s year relevant to the assessment
nt year commenci
ncing on the 1s
t day of April

1987, 10 the extent, it any, such loss has not b
! een i
assessmen' year commencing on the 1st day of A::} °1ﬂggga|nst the agricultural inco
. S and me for the previ
vious year relevant t
o the

(viii) the loss so computed for the previ
previous year relevant to the assess
ment yaar com i
mencing on the 1
st day of April,

1988,

againsl the agricultural income
! of
nthe 1stday of April, 1989. the assessee for the previous
year relevant
) to the agsessm
ent year

@ assessee has, in the provious
sS year
i by virtue of a0 orovision of the Ircc e 1ax Act in;:vam 1o the assessment ye
o ar, in such other period. &y GQ“C‘-Illu.ral im_}o?\';tax is to be charged i,-,yrear commencing on the 1std .
proviou”) e any'OﬂG O oo of the 1 sous jaars ralevae and the net result of m:pect of the income of a ay of April, 1990 or,
%83 or the 1t day of Aol 1984 or lhen1l to the assessment yearscomputalion of the agrigﬁa'Od other than that
e e oy
ay of April, 1986 or y i
, the 1st day of April,

the 1st day of Apn. ;
the 1st day of April, 1988 or the 1stda i i
y of April, 1989, is a loss, then, for the pu
' rposes of sub-secti
on (8) of section 2 of this

shall be set off
commencing ©

Act,--
i) the loss SO computed for the previous
o the extent. if anY: such loss has not beexesae:trgltf vaagna:i:\o iho assessment year co
ear commencing on the 1st day of April st the agricultural i T o e .
y of April, 1983 or the 1st day of April T ggg‘:r {gf t1he previous ;:ei?yrglfecgm' t1ogtahzé
’ e 1st day of April, 1985 [
8 or the 1st day

assessme !

of April, 1986 or the 1st day of April, 1987 or the 1st day of April, 1988 or th

s so computed for the previous ' r the 1st day of Apri

to the extent, if any. such loss has not beer? 22: r;-"l'e ;agr:ir‘gtﬂ:ﬁ assessment yqarcyommpnl. 1989,

assassment year commencing on the 1st ; @ agricu i encing on t i

ey of Aprl, 19 day of April, 1984 or the 1st d% ‘llurgl income for theg ‘ the 1st day of April, 1983,
pril, 1988 or the 1st day of April 19ng of April, 1985 or the 1st faf\é'fxs .)(ear relevant to th

. , pril, 1986 or the 1st day

of April, 1987 or
jii) the loss so com uted for th i
to th(e :xtent, if any. su?:h loss ha: g;etvt',c;‘fnys":{ 3}9"3"! 1o the assessment year .
assessment year commencing on the 1st day of April 1gaagsalnst the agricultural incof:mfmer\cmg on the 1st day of April 1984,
the 1st day of April, 1989, ' or the 1st day of April, 1986 :r tg; :hs? § revious year relevant 10 the
' ay of April, 1987 or the 1st day

of April, 1988 of
(iv) the loss SO computed for the previ
1o the extent, if any. such loss has ?‘r;v Il?::ny: alr r(:flevan't to the assessment year
10 sessment year 2. S ncing on the 1stday of A‘e)r“owagamst the agriculturaﬁinoocommencing on the 1st day of April, 1985,
of April, 1989, lsab o he 1o oy of Apl, 1987 ortne 15 oy of Apr, 19 relovant 1o &0
' e 1st day of April, 1988 the st d
(v) the loss so com i yortem orthe >
o 11 axtont, f any, ssg:‘eﬁ,:?: :&: pnrg;ng:s year relevant to the assessment
en set off against the agricultura:/;acrocn?;n ;nencing on the 1t ¢
or the previous yea

ay of April, 1986,
r relevant to the



assessmant year commencing on the 1st day of April, 1987 or the 1st day of April, 1988 or the 1st day of April, 1989,

(vi) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of April, 1987,
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, 1988 or the 1st day of April, 1989,

(vii) the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of April, 1988,
to the extent, if any, such loss has not been set olf against the agricultural income for the previous year relevant to the

assessment year commencing on the 1st day of April, 1989, and
(viii) the loss so computed for the previous year relevant to the assessment year commencin

1989,

g on the 1st day of April,

shall be set off against the agricultural income of the assessee for the previous year relevant to the assessment year 10

commencing on the 1st day of April, 1990. o

(3) Where a change has occurred in the constitution of a firm, nothing in sub-rule (1) or sub-rule (2) shall entitle tha firm to
set off so much of the loss proportionate to the share of a retired or deceased partner computgd 'l:; 1h: manner laid down in sub-
saction (1), sub-section (2) and sub-section (3) of section 67 of the Income-tax Q?o as excee: tsd'is .-;haro of profits, il any, of the
previous year in the firm, or entitle any partner to the benefit of any portion of the said loss (computed in the manner aforesald) which

is not apportionable to him. . o ) .

iving any agricultural income from any source has been succeeded in such capacity by another

erson(4)ot¥1veh:~ri.;:%:: r:yo?nfwzrr’i‘{'antgce, ’r!'noat%ing in sub-rule (1) or sub~rul;.!2) ngﬂl:f(“zﬂ)'o any person, other than the person
&currin'g the loss, to have it set off under sub-rule (1) or, as the case may be, su .

(5) Notwithstanding anything contained in this rule, no loss which has not boon determined by the Assessing

A€ of 1981 OAGCAr LAGAT NB-HIORISIRS o Tere Qe ar \\\“\\“\““‘\\\““&\\“WN\\‘““\"\\gg&\&\\)\“\u\\%\\\\\\m\\\

R \Qm‘;;\;)\\EQ\:“;?M‘ YIR2, ot of the Fiesy SeNedule 10 the Finance Act, 1 983, or of the First

» //" eV, 985 ”"/WWM p o:zri;fcb”x);’ﬁ g’; Finance Act, 1985, or of the First Schedule o the

iy, ’ - ance Act, 1987, or of the Fi i \

2;;” a iy wsaaf under sub-rule (1) or, as the case may be, sub-rule (2) "t Schedule to the Finance Act, 1968
of 1582, ! ’

AN S\

) t result of the Computation made in accord i i
ignored and the net agricutural income shall be deomed to b m.l'r ance with these rules is a loss, the loss so computed shall be

Rule 11 ~The provisio
5 } ns of the Income-tax Act i
relating to rou nding off of i ax relating to procedure for assess ; . .
; inco : oo oC! ment (includ isi 288A
income of the assesseg ag ,hme) shall, with the necessary modifications, apply in relation(to th o Provisions of section fural
ey apply in relation 1o the assessment of the total income ® computation of the net agrict

Rul
ule 12.—For the Purposes of computing the net agricultural income of

Same powers as he hag under the Income-tax Act for wne assessa, the Assasing Officer shall have the

the purposes of assessment of the tota| income
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THE SECOND SCHEDULE

[ See section 34(a)]

In the First Schedule to the Customs Tariff Act,—

(1) in ~Ganeral rules for the inte retati i
e o e rpretation of this Schedule”, in clause (a)of rule 5, for th '
, for the words "The rule”, th
. the words "This

(2) in Chapter 4,—

(i) in heading No. 04.03, in colum
<ubstituted; n (3), for the words "FRUIT OR COCOA", th
, the words "FRUIT NUT
S OR COCOA" shallbe

(i) in heading No. 04.08, in column (3), for the d
. woras

subsmuted: h
SHELL "
AND", the words "IN SHELL, AND" shall be

(3)in Chapter 6,in sub-heading No. 06
. . . . 0602. yi
of kinds which bear edible fruit or nuts” shaﬁ&;:}t? er?m incolumn (3), the entry - T
stituted; ' - Trees, shrubsandb
: , ushes, grafted or not

(4) in Chapter 9—

(i)in sub-heading Nos. 0906.10 and
A . . 0906.20, { s
and "142.5% plus Rs. 20 per Kg.” shall, respecti:e;tyheb:n;::gs;-n columns (4) and (S), the ent
f stituted; ' ntries " 150% plus Rs
R o .20perKg.”

(i) in sub-heading No. 0907.00, for the entries i
loss 7.5 %" shall, respectively, be substiluteenc;ries in columns (4) and (5), the entries "R
: " s" 5-12ODE(K "
g." and "Rs. 120 per Kg.

(iii) in sub-heading No.0908.10 forthe entri
10, entriesin columns (4
)and (5),theen

pe substituted: tries ™1
es"150%" -
po e ading . ao0020.for e oy o 50%" and "142.5 %" shall, respectively.
column (4), the ent
: ry "150%" shall be i
substituted;

v) in heading No. 09.09, in column (3

BERRIES” <hall be substituted; (3), for the words "CARAWAY OR JUNIPER

", the words "OR

CARAWAY; JUNIPER

(vi) in sub-heading N0.0909.50, in column
o su (3), for the words "fennel or juniper”
rjuniper”, the word
' | | . rds "te ; juni ies”
(5) in Chapter 10,in NOTE 1,in clause (b), the word ", converted™ sh e "
. shall be omitted;

@ in Chapter j |‘n s:b heading No.1604.14, in column (3), the word "Atl.
) in Chapter 17,0 th® SUB-HEADING NOT o tantic” shall be omittod:
7 E, for the word “polarimetric”, the word "pol ome
K polarimeter” shall b i
@ substituted;

(8) in Chapter 22, i:\ sub-heading Nos. 2207.10, 2208.1
column (4). the entry "Rs. 200 per litre or 355%, whic hebe?'i:i?:r;i% 2508.30, 2208.40, 2208.50 and
shall be substitu ' .50 and 2208.90, for the ent i
tad; ' ryin

g in Chap‘9| 25, in heading No. 252 . i ’
( ) wlumn (3),1 e b ad(els andwo ds.( Cim tf
\ . y
3,in | r nawor entfondu N at u e two places w' er

occur. shall be omitted;

(10) in Chapter 34, in NOTE 5, in clause (d), after the word "dispersed”
(11) in Chapte! 59— ed", the word "in" shall be inserted;
(i) in NOTE 6. k.ar ?lause (a), the following clause shall be substituted
- (a) Transmlfswn or conveyor belting, of textile material, of a thid;:: mely:— 7
(ii) in sub-heading No. 5911.10, for the entry in column (3), the 'Olbwingsz:::::‘:én 3 mm;or~;
all be substituted, namely:=—

- Toxtileiabrics. felt and felt-lined woven fabri
1 ! NOV abrics, coated, co!
of akind used for card clothing, and similar fabrics of a kina u::m? :;lt:minated with rubber, leather or other material
er technical pur os” '
poses”;

(12) in Chapter 61—
(i) in NOTE g, for the word =concerning”, the word “covering™ shall be sub
- . . substit '
(ii) in heading No. 61.04, in column (3), after the word "JACKETS,", the wo ;Uted.
v rd "BLAZERS." shallbe i
: inserted:

(iii) in the portion occurring after sub-heading N i
and blazers:” shall be substituted; g No. 6104.29, in column (3), for the word * - Jackets: ", th ds " - Jacket
. - the words " - /@ els

(13) in Chapter 62,—

25



() in heading No. 62.04, in column (3), after the word "JACKETS,", the word "BLAZERS," shall be inserted;

(i)in the portion occurring after sub-heading No. 6204.29, in column (3), for the word * - Jackets: ", the words *-Jackets
and blazers: * shall be substituted;
(14)in Chapter 63, in heading No. 63.06, for the entry in column (3), the entry "TARPAULINS, AWNINGS AND SUN BLINDS;
TENTS; SAILS FOR BOATS, SAIL BOATS ORL AND CRAFT: CAMPING GOODS" shall be substituted;

(15} in Chapter 72, in SUB-HEADING NOTE 1, in clause (a), for the words * Pig iron containing, by weight, separately or
together:~, the words 'Eig;'mn ccntaining by weight one or more of the following elernents in the specified proportions :" shall be
substituted; ( P 9- iron)

(16) in Chapter 73, in sub-heading No. 7314.42, in column (3), for the words "--Plastic coated™, the words "-- Coated with
plastics” shall be substituted,

(17) in Chapter 74, in sub-heading No. 7404.00, for the entry in column (4), theentry "100% plus Rs. 5,000 pertonne” shall
be substituted;

(18)in Chapter 82,—

() in heading No. 82.01, in column (3), for the word "SECATEURS", the words "SECATEURS AND PRUNERS" shall be
substituted;
(ii) in sub-heading No. 8201.50, for the entry in column (3). the entry °- Secateurs and similar one-handed pruners and
shears (including poultry shears)” shall be substituted;
(19) in Chapter 84,—
(i) in heading No. 84.16, in column (3), for the words "MECHANICAL GRATES", the words INCLUDING THEIR MECHANICAL
GRATES" shall be substituted,
(i) in sub-heading No. 8418.50, for the entry in column (3), the entry = - Other relrigerafing or freezing chests, cabinets,
display counters, show-cases and similar refrigerating or freezing furniture” shall be substituted;
(iii)in sub-heading Nos. 8482.10, 8482.20, 8482.30, 8482.40, 8482.50 and 8482.80. for the entry in column (4), the entry
*150% plus Rs. 300 per bearing™ shall be substituted;
(iv) in sub-heading Nos. 8482.91 and 8482.99, for the entry in column (4), the entry "150% plus Rs. 300 per piece” shall be
substituted;
(v) in sub-heading No. 8485.10, in column (3), for the word "Ships' %, the words "Ships’ or boats’ " shall be substituted;

(20) in Chapter 90, in sub-heading No. 9011.20, for the anlry in column (3), the entry "-Other microscopes, for
photomicrography. cinephotomicrography or microprojection” shall be substituted;

(21)in Chapter 94, in NOTE 1, in clause (e), for the word “refrigerators *, the words “refrigerating or {reezing equipment" shall
be substituted;

(22) in Chapter 99, in sub-heading No. 9901.00, in column (3), tem No. (46) and the entry r-iating thereto shall be
omitted.



THE THIRD SCHEDULE
[See section 34(b)]

In the First Schedule to the Customs Tarift Act, in Chapter 98,—
(1) NOTES 7 and 8 shall be omitted;

(2) heading No. 98.06 and the entries relating thereto shall be omitted.



THE FOURTH SCHEDULE
(See section 36)
PART |

In the Schedule to the Central Excise Tariff Act,—
(1) in Chapter 15, in sub-heading Nos. 1504.00 and 1508.90, forthe entry in column (4), the entry "Rs. 3,000 pertonne” shallbe
substituted;
(2) in Chapter 17,—
(a) in sub-heading No. 1701.31, for the entry in column (4), the entry “Rs. 25 per quintal” shall be substituted;
(b) in sub-heading No. 1701.39, for the entry in column (4), the entry "Rs. 45 per quintal® shall be substituted;
(3) in Chapter 22, heading No. 22.04 and the entries relating thereto shall be omitted;
(4) in Chapter 24, in sub-heading No. 2404.13, for the entry in column (4), the entry "225%" shall be substituted;

(5) in Chapter 25,—

(a)in sub-heading No. 25C2.20, for the entry in column (4), the entry "Rs. 250 per tonne" shall be substituted;

(b) in sub-heading No. 2504.21, for the entry in column (4), the entry "Rs. 15 per square metre" shall be substituted;
(6) in Chapter 27, in sub-heading No. 2705.00, for the entry in column (4), the entry "Nil" shall be substituted;
(7) in Chapter 28,—

(a) in sub-heading No. 2801.10, for the entry in column (4), the entry "Rs. 100 per tonne~ shall be substituted;

(b) in sub-heading No. 2804.11, for the entry in column (4), the entry "Re.1 per cubic metre of the gas at normal pressure at
15°C" shall be substituted;

(c) in,sub-heading Np. 2804.12, for the entry in column (4), the entry "50 paise par cubic metre of the gas at normal pressure
at 15°C shall be substituted;

(d) in sub-heading No. 2804.13, for the entry in column (4), the entry "Re.1 per cubic metre of the gas at normal pressure at
15°C shall be substituted;

(e) in sub-heading No. 2811.10, for the entry in column (4), the entry "Rs. 1.25 per kilogram” shall be substituted;

(f) in sub-heading No. 2814.00, for the entry in column (4), the entry "Rs. 1,100 per tonne™ shall be substituted;

(8) in Chapter 29, —
(a) in sub-heading No. 2901.10, for the entry in column (4), the entry “Rs. 13 per cubic metre of the gas at normal pressure at
15°C shall be substituted;
(b) in sub-heading Nos. 2935.00 and 2939.10, for the entry in column (4), the entry "15% " shall be substituted;
(9) in Chapter 30, in sub-heading No. 3003.30, for the entry in column (4), the entry "15% * shall be substituted;
(10) in Chapter 39, in sub-heading Nos. 3904.10, 3904.21, 3904.22, 3904.30, 3904.40, 3904.50, 3904.61, 3904.69 and
3904.90, for the entry in column (4), the entry "60% plus Rs. 25 per kilogram™ shall be substituted;
(11) in Chapter 40,—
(a) in NOTES 1 and 2, for the word “hardened”, the word “hard" shall be substituted;

. . - - *HARD" shall be substituted; .
(b) in heading No. 40.04, for the word "HARDENED", the word A 1 bo substivtds

(c) in sub-heading No. 4006.10, for the entry in column (4), the entry  bstituted:
(d) in heading No. 40.08, for the word "HARDENED", the word "HAR-D" shalI:: ser ciogram® shall be substituted:
(e) in sub-heading No. 4008.21, for the entry in column (4), the fn"vm?_s;;:l be"subsmmed;

(f) in heading No. 40.09, for the word "HARDENED". the won:. :::e D

(g) sub-heading No. 4011.10 and the entries relating thereto sha

i 4011.10;
d as sub-heading No. ] )
(h) sub-heading No. 4011.20 shall be renum::::d a5 sub-heading No. 4011.20, and in sub-heading No. 4011.20, as gq
.30 shall be renum

i * shall be substituted;
i) sub-heading No. 4011 mbered 2 periyre” s
ren(u)mbered. for the entry in column ,::)1'1‘2294071 50, 4011.60, 4011.70 gnc{ 4011.80 shall be renumbered as sub-heg ding
j) sub-headind No: '433111431 "4011.50, 4011.60 and 4011.70, respectively; |
Nos. 4011.31. 4011.39, .40, mn (4), the entry “Rs. 21 per flap" shall be substituted;

i . 4012.19, for the entry in colu :
) sub-hG:"f;gl:rM 40.15,40.16 and 40.17, forthe word "HARDENED", wherever itoccurs, the word "HARD" shall be
in heading Nos. 40- 18, 4% 7=

substituted;

. ter 48,—
(12) 0 Chap 0, for the entry in column (4), the entry "20%" shall be substituted;

(a)in sub-heading No. 4802.1
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(b) in sub-heading No. 4802.20, for the entry i o
ry in column (4), the entry "10% plus Rs. 630°per t
. er tonne” shall be substi
stituted;

(c)in sub-headin!
g No. 4802.91, for the en i
. . : try in co
(6)in sub-heading No. 450995, for th entry n co:umn (4), the entry "10% plus Rs. 1,900 per to
. . u o nne” i
s (e)in sub-heading No. 4803.00, for the entry in col mn (4), the entry “10% plus Rs. 1,470 per to ne" shall be substituted;
(in sub-heading No. 4508.11. for the ontry | umn (4), the entry "10% plus Rs. 1,62 nne" shall be substituted;
(g)in sub-head try in column (4), the entry ~ 1,625 per tonne” shall be substi
g) in sub-heading No. 4804.19, for th ; + the entry "20%" shall be i o substituted;
B i sub-hascing N 4508 21- ! he entry in column (4), the entry "10% plus R substituted; '
. .21, ior the entry i % plus Rs. 1,90 .
(iin sub-heading No. 4804.29, for the ry.m column (4), the entry "20%" shall b 0 per tonne" shall be substituted;
i 2 b-heading No. 4804 30'1 " entry in column (4), the entry "10% pll © substituted; '
X .30, for the entry in col 5 plus Rs. 1,90 -
0 (kpin sub-heading No- 4805.19 n column (4), the entry *10% 0 per tonne" shall be substituted;
for the entry in colum plus Rs. 1,900 pe bstituted;
()in sub-hea: ing No. 4805.30, for the entry in col n (4), the entry "10% plus Rs. 605 pertonne” shall be substituted;
) Um . - !
(m)in sub-heading No. 4805.90, for the entry in wlu,: (4), the entry "10% plus Rs. 2 26C‘I:vel' tonne” shall be substituted;
(n)in sub-haading No. 4806.10, for the entry in colum n (4), the entry "10% plus Rs. 1 53: or tonne” shall be substituted;
. n . L] - '
(o)ins ub-heading No. 4806.20, for the entry in col (4), the entry "10% plus Rs. 2 pertonne” shall be substituted;
p)in sub-heading No. 4806.90, for the entry in umn (4), the entry "10% plus R . 2,425 per tonne” shall be substituted :
(q)in sub-heading No. 4807.10, for the entry in °°:umn (4), the entry "10% plus Rs. 2,425 per tonne" shall be lebs'muten ;
in sub-heading No. 4807.92.for tho iy column (4). the entry *107 = 2190 pertonne” sh: tes
. . for the entry in column (4 0% plus Rs. 1,680 shall be substituted;
(5) in sub-headlng No. 4807.99, | ) ] (4), the entry "10% ' per tonne™ sh . '
: . for the entry in column (4), th % plus Rs. 605 per tonne" shall be substituted;
ub-heading No. 4808.10, for the entry in column (4) , N e entry "10% plus Rs. 1,680 nne” shall be substituted;

. ,the - s pert - '
headv.ng No. 4808.90, for the entry in column (4) theentry 10% plus Rs. 1,680 per t;’l‘lne shall be substituted;
(v)in sub-headl.ng No. 4810.10, for the entry in column (4)- M entry "10% plus Rs. 1,680 per nne” shall be substituted;
(w)in sub-heading No- 4810.20, for the entry in column (4)' @ entry "10% plus Rs. 1,900 p tonne* shall be substituted;

. : ,the . v er tonne” '
(x) in sub-headlng No. 4810.90, for the entry in column (4), the entry "10% plus Rs. 2,425 per t ne" shall be substituted;

. X . . ' entry "10¢% ' onne” .
()i sub headfng No. 4811.10, for the entry in column (4), the ry "10% plus Rs. 2,100 per tonne" shall be substituted;
(z)in sub-heading No. 4811.20, for the entry in column (4)’ entry "10% plus Rs. 1,680 p nne” shall be substituted;

. . ’ the - o, T er to" " '
(za)in sub—headlng No. 4811.30, for the entry in column (4), th entry "10% plus Rs. 1,680 per tonﬂe shall be substituted;
. i ' " n 3
(zb)in sub-heading No. 4811.40, for the entry in column (4) tha entry "35% plus Rs. 1,680 per t e shall be substituted;
. , the en - ' onne” 5
. .90, ntry in colu % s Rs. 2 3 stituted;
+ oading No. 4811.90.for the antry in column (4), the try "10% plus Rs. 2,425 per ton shall be substituted;

) , the entry " ne"
heading No. 4813.00, for the entry in column (4), the ntry "35% plus Rs. 2,100 per to 9. shall be substituted;
ading No. 4814.00, for the entry in . entry "10% plus Rs. 2 nne” shall be substituted;
2f) in SUP ng No. 4823.12, for th column (4), the entry *10% pl - 2425 pertonne” shall be substr '
( pin sub- X 12, e entry in column (4) o plus Rs. 2,85 substituted;

) ,the entry * ,850 per tonne”

. sub-hoadlﬂg No. 4823.14, for the entry in column (4), th try "10% plus Rs. 1,680 per t ne" shall be substituted;

. _heading No. 4823.19, for the entry in column (4)' ‘he entry "10% plus Rs. 1,260 onne” shall be substituted;
. ,the entry "10% BN pertonne” sh K

u all be substi ;

% plus Rs. 1,680 per tonne” shall be subst;:::z'

. agction X1, in NOTE 2, inclause (C
(13) in SECUT, ' saction 5A of the c (C), alter the words and figures
i’ ontral Excises and Sah Act 1';24 Central Excise Rules, 1944
\ * shall be , ,", the words, fi
. , figures and

15

(t)ins

20 (v)in sub-

25

(2d)in sub-
)in sub-he

a0 (*
headi

?5{ 1944
of 1944.
(14) in C:haptar 50, in sub-heading No. 5001.20, for the entry in col mserid
substuted: umn (4), the entry *Rs. 18
(15) in qhapter 51, in sub-heading No. 5103.29, for the entry in col 0 per kilogram” shall be
subsmuted. umn (4), the entry "Rs. 1
40 (16)in Chaptel 53— . 18.90 per kilogram® shall be
(a) in sub-heading No.
substituted:
in sub-headin No. 5301.32, 1 i
o sub h ding No. 5303.31 for the entry in column (4), the entry "Rs. 18.90
-hea . . ; -18. i .
O e dingg No. 5303 32' 'or t:e entry in column (4), the entry "Rs. 1.05 ppa:(kﬂog'am shall be substituted;
. .32, for the i - 1.05 per kilo 8 !
“ing No. 530339 ot entry I'n column (4), the entry "Rs. 4.20 per k‘bgfam shall be substituted;
39, for the entry in column (4), the entry "Rs. 10.50 peflk.‘gram shall be substituted;
’ logram® shall be substituted;

No. 5307.12, for the entry i
ntry in column (4), the entry "5% plus Rs. 2.10
. 2.10 per square metre” shall be

5301.31, for the entry i
1y in column (4), the entry "5.78 paise per
count per kilogram™ sh
all be

(d) in sub-hea

(e) in sub-hea

in sub-heading
substituted;

(17() in Chaptor 54— h
50 a) in sub-hoadin No. 5 01.1 i
9 B forthe Gn'fy in column ( ),the ntry “Rs. 9.45 per kilo
. . llogram or 50% whicheve i "
4 0 mn (4 entry R 4 1% ris less” s

be substituted;

45



(b) in sub-heading No. 5401.20, for the entry in column (4), the entry "Rs. 1.05 per kilogram" shall be Substituteg:

(c) in sub-heading No. 5401.90, for the entry in column (4), the entry "Rs. 9.45 per kilogram or 50% whichever is lasg* g a1 be
substituted;

(d) in sub-heading No. 5402.11, for the entry in column (4), the entry "Rs. 64.68 per kilogram™ shall be substituted;
(e) in sub-heading No. 5402.12, for the entry in column (4), the entry "Rs. 7.51 per kilogram” shall be substituted:
(0 in sub-heading No. 5402.20, for the entry in column (4), the entry "Rs. 77.33 per kilogram” shall be Substituted:
(g) in sub-heading No. 5402.91, for the entry in column (4), the entry "Rs. 64.68 per kilogram® shall be Substituted;
(h) in sub-heading No. 5402.92, for the entry in column (4), the entry "Rs. 56 60 per kilogram™ shall be Substituted:
() in sub-heading No. 5402.93, for the entry in column (4), the entry “Rs. 40 7~ ... .. gsec. +.¢711 Do substiuteq;
()in sub-heading No. 5402.94, for the entry in column (4), the entry "Rs. ¥2.34 par kiograr” <.l be substituted.
(k) in sub-heading No. 5402.95, for the entry in column (4), the entry "Rs. 5.78 put kfogea=" 7 «all be substituted:
() in sub-heading No. 5403.11, for the entry in column (4), the entry "Rs. 64.6% pa#¢ &¥2j=% shall bo substituted;
(m) in sub-heading No. 5403.12, for the entry in column (4), the entry "Rs. 7.51 s ¥¥ogra  shall be substituted;
(n) in sub-heading No. 5403.20, for the entry in column (4), the entry “Rs. 77.3% per kilogram™ shall be substituted;
(o) in sub-heading No. 5403.90, for the entry in column (4), the entry "Rs. 103.95 per kilogram™ shall be substituted;
(p) in sub-heading No. 5404.11, for the entry in column (4), the entry "Rs. 14.42 per kilogram™ shall be Substituted:
(q) in sub-heading No. 5404.12, for the entry in column (4), the entry "Rs. 10.82 per kilogram™ shall be substituted;
(r) in sub-heading No. 5404.13, for the entry in column (4), the entry "Rs. 8.04 per kilogram” shall be substituted;
(s) in sub-heading No. 5404.14, for the entry in column (4), the entry *Rs. 5.54 per kilogram™ shall be substituted;
(t) in sub-heading No. 5404.15, for the entry in column (4), the entry "Rs. 5.18 per kilogram™ shall be substituted;
(u) in sub-heading No. 5404.16, for the entry in column (4), the entry "Rs. 4.25 per kilogram™ s*1ll be substituted;
(v) in sub-heading No. 5404.17, for the entry in column (4), the entry "Rs. 2.96 per kilogram” shall be substituted:
(w) in sub-heading No. 5404.91, for the entry in column (4), the entry "Rs. 22.18 per kilogram™ shall be substituted;
(x) in sub-heading No. 5404.92, for the entry in column (4), the entry "Rs. 14.46 per kilogram™ shall be substituted;
() in sub-heading No. 5404.93, for the entry in column (4), the entry "Rs. 10.35 per kilogram” shall be substituted:
(2) in sub-heading No. 5404.94, for the entry in column (4), the entry "Rs. 8.59 per kilogram™ shall be Substituted;
(za) in sub-heading No. 5404.95, for the entry in column (4), the entry "Rs. 7.30 per kilogram™ shall be SUbStitUted;
(zb) in sub-heading No. 5404.96, for the entry in column (4), the entry "Rs. 4.95 per kilogram" shall be SUbs'f‘Uted:
(zc) in sub-heading No. 5404.97, for the entry in colump.(4), the entry "Rs. 3.23 per kilogram” shall be subs:n::ed;
(zd) in sub-heading No. 5405.00, for the entry in column (4), the entry "Rs. 19.77 per kilc.ig"am fh:::::::u:;t:?td;.
(ze) in sub-heading No.-5406.19, for the entry in column (4), the entry “Rs. 103.95 per t.ulogran: ;a" oo substituteed"
() in sub-heading No. 5406.90, for the entry in column (4), the entry "Rs. 103.95 per k_"°g:’:. shall be substituted:
(2g) in sub-heading No. 5407.00, for the entry in column (4), the entry “Rs. 19.77 per kilogr
(18)in Chapter 55,— 65 per kilogram” shall be substituted;
(a) in sub-heading No. 5501.10, for the entry in column (4), the entry :RS- 34‘10 por kilogram” shall be substituted;
(b) in sub-heading No. 5501.20, for the entry in column (4), the entry -RS- ?é«t per kilogram” shall be SUbsmfﬂed:
(c) in sub-heading No. 5501.30, for the entry in column (4), the entry _2: 3;1.65 per kilogram” shall be suts?umd:
(d) in sub-heading No. 5501.90, for the entry in column (4). the entry -Rs. 10.50 per kilogram” fha" be su So'*utefi.
. mn (4), the entry . 45 perkilogramor 50% whichgyg
(8) in sub-heading No. 5502.00, for the entry in colu - column (4), the entry "Rs. 9-45°P r
() insub-heading Nos.5503.12and 5503.19, forthe entry o
is less” shall be substituted; the entry “Rs. 1.05 per
(g) in sub-heading No. 5503.20, for

gram™ shall be substituteq;
in column (4).
the entry in €O

the entry in column (4), the entry “Rs. 10.50 per kilogram® shail be
4.22, for

nd 550
(h) in sub-heading Nos. 5504.21 and S

ebstutet column (4), the entry *Rs. 27.72 per kilogram” shall be substituted;

ntry in !
o-Ss04.29.fo1 1127 mn (4), the entry “Rs. 18.90 per kilogram" shall be substituted;

()} in sub-heading N !
o. 5504.39, for the entry In colu
0. 5504.90, for the entry in column (4), the entry

5.41, for the entry in column (4), the entry "1.85 paise per count per kilogram” shal| pe

0 ineunesdne ¥ "Rs. 27.72 per kilogram® shall be substituted;

(k) in sub-heading N

() in sub-heading No. 550
substituted;
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(m)in sub-headin: A1
. g No. 5505.42 i i
exceeding 25" shall be substituted; for the entry in column (4), the entry ~46.20 paise plus 4.62 paise per count per kil
: ogram
@ entry in column (4), the entry ~92.40 paise plus7.39 paise per count per kil
ogram

(n) in sub-headin
r g No. 5505.43
exceeding 35" shall be substituted; forth
0.40 per kilogram” shall be substituteq

( 1950) in sub-heading No. 5506.29, for the entry in column (4), the entry "Rs- 1
in Chapter 56, in sub-headin - the )
g No. 5605.10, for the entry in column (4), the entry "Rs. 111.55 per kilogra
m-~ shall be

substituted;
(20) in Chapter 58, for NOTE 7, the f
3 . ollowii
wing NOTE shall be substituted, namely =—

(;r;)y tuE :::r: ﬁﬁ%‘;ﬁﬁ;‘;";ﬁi:ﬁ:& s';'?"d;nn?o':?,f} 5802.12.and 5802 14, bleaching, dyeing. printing or any other p
in Chapter 59, in NOTI anufacture".”; roce:

“(c) Texlil': fabrics, parti:ls'oar’:zg:::e (b), the foliowing clause shall be inserted, namely.— =
(22) in Chapter 72— Y coated with plastic by dot printing process (heading No. 59.03).

(a) in sub-heading Nos. 7201.00, 7203.00 anqg 7204.10, for the entry in column (4), the entry

substituted;
(b} in sub-heading No. 7204.90, for t
. N h .
@ entry in column (4), the entry “Rs. 800 per tonne" shall be substi
ituted;

(c) in sub-heading No. 7205.10, for th .
(d) in sub-heading No. 7205.90, for th: Z::'Y '." column (4), the entry "Rs. 300 per tonne” shall be substit
(e) in sub-heading No. 7206.10, for the em'Y fn column (4), the entry "Rs. 800 per tonne” shall be subsmuted;
f) in sub-heading Nos. 7206.90 and 72 1y in column (4), the entry "Rs. 300 per tonne” shall be substi uted;
07.10, for the entry in column (4), the entry "Rs. 800 p::lttuted;
onne” shall be

Rs. 300 per tonne* shall be

substituted;
() in sub-heading No. 7207.90, for the ¢ i
ntry in column (4), the entry "Rs. 1,200 per tonne" shall be substit
Stituted;

(h) in sub-heading No. 7208.11, for the entry in
: column (4), the entry "Rs. 800 t "
2 i sub-heading No. 7208.19, fo i ' v per tonne” shall be :
((I’j :: :ub heading N 720821 'o: ::: entry in column_(4), the entry "Rs. 1,200 per tonne” shall b:”b:tltuted;
- . <l entry in column (4), the entry "R Suostiuted;
. .b-heading No. 7208.29, f . : ry "Rs. 800 per tonne" shall b i '
k) ’m su:: o gNo o 'or the entry in column (4), the entry “Rs. 1,200 per tonne” shalle::bsmmed;
() in sud" T‘a d? r;os 7:'203' 3‘: the entry in column (4), the entry "Rs. 800 per tonne* shali b Soostiuted;
. -hea in . . i
(m) in sub g and 7208.40, for the entry in column (4), the entry “Rs 192:“'35"‘0‘961:
- 1,200 per tonne~ shal
| be

substituted:
. ub-headi . 7208. .
(n) in sub headc"ffg N: 2720981 ;;Igor the entry in column (4), the entry "Rs. 800 per tonne” shall be
. ng Nos. . i
in sub-heading and 7209.10, for the entry in column (4), the entry "Rs. 1,2 substituted:
' - 1,200 per tonne" sha
Il be

(o}
substituted;
i ing Nos. 7209.20,
 sub-heading 7209.30 and 7209.90, for the entry in column (4), the entry "Rs. 1,500
-1, pertonne” shallbe

() i
substttuted:
q) in sub-heading Nos. 7210.11,7210.19 and 7210.20, for th i
substituted; e entry in column (4), the entry "Rs. 1,800 per tonne" shall be
in sub-heading No. 7210.30, for the entry in column (4), the entry "Rs. 2,500 per tonne” shall b
' all be substituted;

)
(s) in sub-heading No. 7211:11, for the entry in column (4), the entry "Rs. 800 per tonne” shallb
i . 1. i all be i .
ding No. 7211.19, for the entry in column (4), the entry "Rs. 1,200 per tonne” shall b:ubsl.)muted,
substituted;

(1) in sub-hea
(u) in sub-heading No. 7211.21, for the entry in column (4), the entry "Rs. £00 per tonne" shall
in sub-heading Nos.7211.29 and 7211.30, for the entry in column (4), the entry .Rsa1:)5Ub$mUt9d:
d . 1,200 per tonne" shall be

v)
substituted;
(w) in sub-heading No. 7211.41, for the entry in column (4), the entry "
. ntry "Rs. 1,500 per tonne”
. shall be substituted;

(x) in sub-heading No. 7211.42, for the entry in column (4), the entry "Rs. 800 per t "
(v) in sub-heading No. 7211.49, for the entry in column (4), the entry "Rs. 1 20‘; °:\ne s.hall be substituted;
(z) in sub-heading No. 7211.51, for the entry in column (4), the entry "Rs 1'500 per Onne- shall be substituted;
(za) in sub-heading No. 7211.52, for the entry in column (4), the entry "Fts 'Boo per tonng. shall be substituted,;
(zb) in sub-heading Nos. 7211.59 and 7211.60, for the entry in Oolumn'“) ::r ;::,:e. F:'.hall be substituted; .
vt s. 1,200 per tonne” shall be

substituted;
(zc) in sub-headin i
ing No. 7211.91, for the entry in column (4), the entry "Rs. 1,500 per to h
-1 nne" shall be substituted;

(zd) in sub-headi .
(z6)in sub—headimg :°- 7211.92, for the entry in column (4), the entry "Rs. 800 per tonne" shall be
ng No. . : s ftuted:
g No. 7211.99, for the entry in column (4), the entry "Rs. 1,200 per ton : Il b:Ub:::med'
s ne" sha substituted;



(zf) in sub-heading Nos. 7212.11,7212.19 and 7212.20, for the entry in column (4), the entry "Rs. 1,800 per tonne"” shallbe
substituted;
(zg) in sub-heading No. 7212.30, for the entry in column (4), the entry "Rs. 2,500 per tonne"” shall be substituted;

(zh) in sub-heading Nos. 7213.10 and 7213.90, for the entry in column (4), the entry "Rs. 800 per tonne" shall be
substituted;

(zi) in sub-heading No. 7214.10, for the entry in column (4), the entry "Rs. 1,200 per tonne" shall be substituted;

(zj) in ezub—heading Nos. 7214.20 and 7214.90, for the entry in column (4), the entry "Rs. 800 per tonne" shall be
substituted;

(k) in :ub—heading Nos. 7215.30 and 7215.40, for the entry in column (4), the entry "Rs. 1,800 per tonne" shall be
substituted;

tgzl) in sdub-hoading Nos. 7215.90 and 7216.10, for the entry in column (4), the entry "Rs. 800 per tonne" shall be
substituted;

t;z:p) indsub-heading Nos. 7216.30 and 7216.40, for the entry in column (4), the entry "Rs. 1,800 per tonne" shall be
substituted;

(zn) in sub-heading No. 7216.60, for the entry in column (4), the entry "Rs. 1,200 per tonne” shall be substituted;

I:fz?) in dsub-hevading Nos. 7216.90 and 7217.90, for the entry in column (4), the entry "Rs. 800 per tonne" shall be
substituted,

(zp) in sub-heading Nos. 7218.00, 7219.10, 7219.20, 7219.90, 7220.10, 7220.20, 7220.90, 7221.00, 7222.1
7222.30, 7222.40 and 7223.00, for the_entry in column (4), the entry "Rs. 2,500 per tonne* shall be substitune&;o' 722220

(2q) in sub-heading No. 7228.82, for the entry in column (4), the entry "Rs. 1,200 per tonne" shall be substituted:
(zr) in sub-heading No. 7228.89, for the entry in column (4), the entry "Rs. 800 per tonne” shall be substituted:
(23)in Chapter 73,—

(a) in sub-heading Nos. 7301.10, 7301.20, 7302.10 and 7302.20, f i " -
i subsﬁtuted;g 2.20, for the entry in column (4), the entry "Rs. 800 per tonne!

w tﬁ?s)mlzt :;.b-heading Nos. 7303.00 and 7304.10, for the entry in column (4), the entry "Rs. 300 per tonne" shall be

(c) in sub-heading No. 7304.90, for the entry in column (4), the entry "Rs. 2,500 per tonne" shall be substituted;

(d)in sub-heading No. 7305.10, for the entry in column (4), the entry "Rs. 300 per tonne"” shall be substituted;

(e)in sub-heading No. 7305.90, for the entry in column (4), the entry "Rs. 2,500 per tonna" shall be substiluted;

(7)in sub-heading No. 7306.10, for the entry in column (4), the entry “Rs. 300 per tonne" shall be substituted;

(9)in sub-heading No. 7306.90, for the entry in column (4), the entry "Rs. 2,500 per tonne" shall be substituted;

(h)in sub-heading No. 7325.10, for the entry in column (4), the entry "Rs. 300 per tonne" shal be SUbsmEMd;

(7in sub-heading No. 7325.30, for the entry in column (4), the entry "Rs. 2,500 per tonne shall be su:s::::::i

()in sub-heading No. 7325.90, for the entry in column (4), the entry *Rs. 1,200 per tonne” Sha;l.';::;.:;. ;403'2;' 7407.11,

(24)in Chapter 74, in sub-heading Nos. 7 7403.13, 7403.19, 7403.21, 740322, T 0 51 and 7410.22, for
7407.12,7407.29,7408.11, 7408.21. 7406, 13??2()155;3?;&1025.30, 408,40, 7409.90, 7410.11, 741015

the entry in column (4), the entry "Rs. 10,000 per tonne" shall be substituted;
(25)in Chapter 76,—
(a) in sub-heading Nos. 7609.00, 7610.10, 7610.90, 7611.00. 7

7612.93, 7612.99, 7613.10, 7613.20, 7613.30, 7613.90. 7614.10, 7
column (4), th 309" : . .
(4), the entry "30%" shall be substituted; he entry “35%

(b)in sub-heading No. 7616.90, for the entry in colum? (4),
(26)in Chapter 78, —

(a)in sub-heading Nos. 7801.10, 780
substituted;

(b) in sub-heading Nos. 78
substituted;

(c) in sub-heading I<o. 7803.30, for the entry

(d) in sub-heading No. 7804.10, for the entry

3 2.91, 7612.92
12.13, 7612.19, 761 '
661124136 77%1125.11%.77%15.20 and 7616.10, for the entry in

shall be substituted;

47802.00, for the entry in column (4), the entry "Rs. 1,500 pertonne” shyj| pg
1.90 an S

4 7803.29, for the entry in column (4), the entry "Rs. 2,000 per tonne” sha| pe
03.10 an -e5

in column (4), the entry "Rs. 1,500 per tonne” shall be substituted;
in column (4), the entry "Rs. 2,000 per tonne" shall be substituted;

(27)in Chapter 79,—

(a}in sub-heading Nos. 79
shal be substituted;

(b) in sub-heading No. 7904.29, for the entry in column (4), the entry "Rs. 6,000 per tonne" shail be substituted;
(c)in sub-heading No. 7904.30, for the entry in column (4), the entry "Rs. 5,000 per tonne" shall be substituted;

01.10, 7901.20, 7902.00 and 7904.10, for the enury in column (4), the entry "Rs. 5,000 per tonne-

10

15

20

25

30

3s

40

45

50



“Rs. 7,500 per tonne” shall be substituted;

(d)in sub-heading No. 7905.10, for the entry in column (4), the entry
(e)in sub-heading No. 7905.90, for the entry in column (4), the entry “Rs. 6,000 per tonne"” shall be substituted;
84.15, for the entry in column (4), the entry "110% plus Rs. 15,750 per machine” shall be

(28) in Chapter 84, in heading No.

substituted;
5 (29) in Chapter 85,— ]
3, for the entry in column (4), the entry "25% plus Ris. 10 per sq. metre™ shall be substituted;

(a)in sub-heading No. 8523.1 ‘
o subhescl No. 852314 or P o7 .m column (4), the entry "25% plus Rs. 40 per cassette™ shall be substituted;
in sub-heading No. 8524.23, for the entry in column (4), the egjry “30% plus Rs. 10 per sq. metre” shall be substituted;
SUD-heading No. 8524.24, for the en'y in column (4), the entry "30% plus Rs. 40 per cassette" shall be substituted; '
8528.00, for the entry in column (4), the entry *50%" shall be substituted; ;
) .11, for the entry in column (4), the entry "Rs. 1,000 per tube™ shall l;e substituted;
b-heading No. 8540.12, for the entry in column (4), the entry "Rs. 300 per tube" shall be substituted; '
min sub-headinq Ne- 8546.90' forthe entry ool'”mn (4), the entry "35%" shall be substituted; '
(30)in St XVl in NOTE 2 7 clause (a), for the figures "40.17%, the figures "40.16" shall be substituted;
o jpa o 'm o BE:OS; 86.hO(5 and 8.6'07. for the entry in column (4), the entry "20%" shall be substituted;
* (32) . o o he:(:":gd?:; :‘1 81‘;02’;0912:?:9";:::;“"."“ (T)' the entry "30%" shail be substituted; '
. 89, in sub-h . 8208.00. in column (4), the entry = ) :
" a(ﬁ,ab);nssg;iluted- ry "Rs. 800 per Light Displacement Tonnage”
PART Il

10 pins
@ins!

/'/uélﬁ'ezéiqqﬂ"_'_.... c—— a) Rate nf duty
(4)

20
M .
- o the central Excise Tariff Act, —
ding No. 2404.50, the following sub-heading shall be inserted, namely :—

fer Sub'hea
12%;

(24,8
. Preparations containing snuff of tobacco

1)in ©
( ~2404.60 :
in any proportion

25
27—
3.21 and 2713.22, the following sub-heading shall be substituted, namely :—

g Nos. 2t
- Petroleum bitumen Rs.160 per tonne™;

.27‘.320
1 and 2714.12, the following sub-heading shall be substituted, namely :—

qub-nead‘.ng Nos. 2714.1
. Bitumen and asphalt, straight grade Rs.160 per tonne™;

715.11 and 2715.12, the following sub-heading shall be substituted, namely:—

hoading Nos. 2
Rs.160 per tonne™;

.haad-n

a0

(C) for SUD"
. Cut-back bitumen or asphalt

«2715. 10
No. 58.06, the following heading shall be substituted, namely :—
OTHER SPECIAL WOVEN FABRICS; NARROW

"58.06 WOVEN FABRICS, NOT ELSEWHERE
SPECIFIED OR INCLUDED

(3)in Chapter 5g, for 1eact9

35
12%

. Matrow woven fabrics of silk, wool, cotton

10 ) .
5806 or rman-made textile materials
12%".

5806.90 -Other




THE FIFTH SCHEDULE
(See saction 38)

PART |

In the First Schedule to the Additional Duties of Excise Act,—

(1) in sub-heading No. 1701.31, for the entry in column (4), the entry "Rs. 25 per quintal” shall be substituted;
(2) in sub-heading No. 1701.39, for the entry in column (4), the entry "Rs. 45 per quintal” shall be substituted;
(3) in sub-heading Nos. 5801.30, 5802.14 and 5804.12, for the entry in column (4), the entry "10% plus Rs. 2.10 per square

metre” shall be substituted; o

(4) in sub-heading Nos. 5301.20 and 5§905.20, for the entry in column (4), the entry "10% plus Rs.2.10 per square metre

shall be substituted.

PART Il

Heading No. Sub-heading No. Description of goods Rate of duty

(1) () @) 4)

In the First Schedule to the Additional Duties of Excise Act,—
(1) after sub-heading No. 2404.50, the following sub-heading shall be inserted, namely :—

“2404.60 - Preparations containing snuff of tobacco Nil™,
in any proportion

(2) after heading No. 58.05, the following heading shall be inserted, namely :—

"58.06 5806.10 - Narrow woven fabrics of silk, wool, Nil".
cotton or man-made textile materials
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16 of 1955
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THE SIXTH SCHEDULE
(See section 39)

In the Schedule 10 the Medicinal and Toilet Preparations (Excise Duties) Act, 1955,—

(1) in Item No. 1,—

(a) against sub-item (i) (a), in the entry in the third column, for the words “ru i . e
-rupees ten” shall be substituted; pees six and sixty paise”, the words

(b) against sub-item (i) (b). in the entry in the third column, for th = . . .
words “Rupegs ten” shall be substituted; e words "Rupees six and sixty paise”, the

(c) against sub-item (i) (a). in the entry in the third column, for the - : can
the words “rupnes tvienty” shall be substituted: words “rupees thirteen and twenty paise©,

(d) against sub-item (ii) (b), in the entry in the third column, for the - 8 X .
the words "rupees eighty” shall be substituted; words “rupees fifty-two and eighty paise”.

(2) in tem No. 2.—

a) against sub-item (i), in the entry in the third column, for the words "R . .
woﬁds ~Rupees 1wo and fifty paise™ shall be substituted; upee one and seventy-five paise™, the

against sub-item (jii), inthe entry in the third column, for the words "R ifty- i ise”
wor d)s "Rupees eighty” shall be substituted; upees fifty-two and eighty paise”. the

tem No. 3, inthe entry in the third column, for the words "Rupees thineen and twenty paise”, the words

inl
3 nty" shall be substituted;

<Rupees tWe
4) in ltem No. 4, inthe entry in the third column, for the words “rupees thirteen and twenty paise”, the words

rupees wenty” shall be substituted.
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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 1989-90. The notes on clauses explain the
various provisions contained in the Bill.

S.B. CHAVAN.

NEwW DELHI;
The 28th February, 1989.

PRESIDENT'S RECOMMENDATION UNDER ARTICLES 117 AND
274 OF THE CONSTITUTION OF INDIA

[Copy of letter No. F.3(1)-B(D)89, dated the 28th February, 1989 from
Shri S.B. Chavan, 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, 1989 to
the Lok Sabha and also recommends ‘o 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 28th February, 1989.
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Notes on clauses

Clause 2 read with the First Schedule to the Bill, seeks to i

: , ! , prescribe the rates at which i i i

be levied on income chargeable to tax for the as§essmenl year 1989-90. Further, it |a;fz:f:me-m (mcludnqg Suxaharga ihereon) is to

cource during .'he t;nanc[a| year 1989-90 from income subject to such deduciion under the le T oo b deducted at

madvance 1ax" is to be paid and tax is to be calculated and charged in special cases for the ﬁngz'mle-tax fick and the rates at which
ial year 1989-90.

Rates o of inc ome-tux for the assessment year 1989-90

part | of the First Schedule

These rates aré the same as th

at source rom

to the Bill specifies the i .
rates of income-tax on incomes liable to tax for tt
e assessment year 1989-90

ose spacified in Part lll of the First Schedule i

ame d h to the Fi Act

~galaries™ and fof computation of "advance 1ax" payable during thenz::ﬁcial ')'199881';3' the purposes of deduction of tax
ar 8-89.

i Finance Act, 1988, the amount of income- :

vided ! the Finee = A e-tax computed in a .

A,S,fp 0 ory person having income exceeding fifty thousand rupees be increas::o fance with the provisions of this Part shall in th
ca . case of gvery per ' °

son, baing a resident, no i i
! t being an Indian company, by a surcharge t
et ndian company, by a surcharge, ge for purposes of the Union, and

at the rate of 5 per cent. of such income-tax.

[ . wrce during the financial
c?d sion of tax at so 14 tnancial year 1989-90 fi ;
, de duc rom income other than *'
n “Salaries”

" | 1 ".
| o5 other than "Salares These rates are the same as those specified in Part |l of th
e First Schedule to the Fi
F e Finance

; A . - L
Rﬂl i of he First Schedule 10 the Bill spacifies the rate at which income-tax is to be deducted at
é ! at source durin i ;
0 ‘ : ; g the financ
4989 gsf {or the purPOse of deduction of tax 2t source during the financial yaar 1988-89. The amount of e
1 . of tax so deducted at
source shall

e where the paymem is made to a person, other than a company, resident in Ind

. . ' n ia' by

(f) ||}nion- case ol 3 person. being a domestlic company, by a suicharge, Y @ surcharge for purposes of the
“q the o rate of 8 per cent. of such income- tax.

at the

( " ;. o M g
aal cul? .y flax at sowree from Salaries” . computation of “advance tax” and charging of i

’ 4 ‘ " ) . :
osf?" g‘,‘r1989-9” come-tax in special cases during the
ncié

the Bili specifies the rates at which income-tax i
fi Fi t SC edule 10 ; ! , me-tax is to be d
irs - ncome- educted " i
| of the o taX" i to be paid and income tax is to be calculated or charged in ;z?;rz ;Lc,mfsa‘a"es. and also the
s for the financial
year

n A of this Part specifies the rates of income-tax in th

of Paragrap R > o case of every indivi ~

19 aragraP’ rsons or body of individuals, whether incorporated or not, or every ani(gi:l‘?t:‘:i'giuc:or Hindu undivided family
person referred to in sub-

sub” ciation ion 2 of the Income-tax Act, not being a ;
2550 of sectio ) g a case 1o which Sub-Para
Ay i ra
7 applies |n such cases. the rat; :f income-tax in respect of total income excged‘i::qh l:_{ot Paragraph A or any other
graph of part " P duce d from 25 per cent. to 20 per cenl. in relation to the financial year 1989 gg s. 18,000 but not exceeding
a be FTTR H i o ‘L. ) :
pardd ‘oo has n peing an mdwnd;:al. Ht:nd: ‘tmtdallﬂ'ded family, association of persons or body of individ .
ecC g 60CI® and loca,,l ?uthOflgf whos °d mCOr.n: exceeds fifty thousand rupees and wl'l\vI uals, being rasidant in
ia, C -operaive o wadvance 13X is payable In acﬁo: ar(\ice with the provisions of this Part, such amou ?re income-tax is to be
Indid: ted at sourc® ~ . for pUri ses of the Union cs cu ated at the rate of eight per cent. of such inoome-ta: ‘ot Weuivbieinion
total jncome axceeding fifty thousand rupees, the amount of income-tax com uted" n Ihe case of domestic
0.2 par ghall be increased by @ surcharge calculated at the rate of eight per cont O?Such Ii: ;CCOrdance with the
) . me-tax.
'si0 ion 2 of the |ncome-tax Act to insert an Explanati
ond sectio ; ) ion atthe end of cla .
an shall not include and shzjlll be deemed never tc? have included any income arisin u?;(],?‘) o as to carlly thal
M item (7 ©f sub-clause (iii) of clause (14) of this section. g from the transfer of any land
o

o1 retrospectively from 1t April, 1970 and will, accordingly, apply in relation to the asse
sessment year

d section 10 of the Income-tax Act relating o incomes not to be included in the total incom
e.

ons borrowing foreign currercy 1rpm_pub|ic financial institutions from ele . .
A schemeftzlzr‘zgatg :’9; oxchange Tate of iore.ign currercies 1S proposed to be evolvad by s.a.z:a‘:\; :;ké;:;\c;‘:;g g\i ::Z\qur{o:dvqus
on 2¢e2C c,ub!ic financial institutions will make S“,“ab.'e qontnbghon 3.0 the carpus of the s2id Fund. The principai repa me'\:‘r‘:;’sm‘mn
und. The gorrowing foreign currency from such institutions will be "rupee-tied” at the rates of exchange prevaitin 0,‘( the dat gations
{ persons The persons porrowina foreign currencies from suph institutions will ba required to pay a Oomposné cos 3“ thht a9 9"such
'droewx?r?énge risk premium- The said premium will be required to be credited to the said Fund. e form of intarast
an
With a view 10 giving offect to the said scheme, sub-clause (a) seeks 1o insert anaw clause (14A)10 evclude from the total

income, any income received by @ public financial institution as exchange risk premium from the persons borrewing foreign currency
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from such institution, provided the amount of such premium is credited by such institution to a fund specified under clause (23E)
This amendment will take effect from 1st April, 1989,

‘ xSulf::ttr:‘llau:e‘(b) sgekg fto insert a new item (i) in sub-clause (iv) of clause (15) of section 10 to provide for exemption from incom®
ax of interest received from Government on deposits made by an employee of the Central Government or a State Government!

accordance with such scheme as the Central Government ma ification i ici fthe
. At y, by notification in the Officia in this behalf, out®
moneys due to him on account of his retirement, whether on superannuation or otherwise | Gazette, frame in

This amendment will take effect fro i ; : . . 4
subsequent years. m 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 2"

Ad?n?r:s(t:r';\i’:ne F{xcrzdssee?‘txs ttc:y '"j;rt? new c!au;e ,(235)' to exclude from the total income, any income of such Exchang® R!SR
- he Official Gazette spzc'rf iﬁ thi|c bl;\:ncum institutions, either jointly or separately, as the Central Government may, by “°“f“?amn
Cay that where any o sytand'ns t :‘H. The proviso to the new clause specifies a condition in relation to the proposed exempio ®

llv or in part, with a public f ing to the credit of the Fund and not charged to income-tax during any previous year is shared, eilhé!
wholly or in part, ith a public inancial institution, the whole of the amount so shared shall be deemed to be the income of the previous
year in which such amount is so shared and shall accordingly be chargeable to income-tax med to be the |

This amendment will take effect from 1st April, 1989

whi:t;::f;?in(‘gu‘:::ﬁ;: gs:: aa“"“’ clause (26AA ) 10 exempt the income of a person by way of winnings from any lottery the drawol!
S ikkitn and the organising a e)rl“sgf?emont entered into on or before the 28th day of February, 1989 between the State Govermnmen! o],
g ag of such lottery where such person is resident in the State of Sikkim in any previous year. The

Explanation 1o the new clause clarifies that a person wi . - :
provisions of clauses (1) to (4) of section 6 oIP meTc:I“ be doomed t0 bs a resident in the State of Sikkim in accordance Wil

This amendment will take effect from 1st April . . X )
subsequent years. pril, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 a1

Clause 5 seeks to amend section 16 of the Income-tax Act relating to deductions from salaries.

Sub-clause (a) seeks to omit the proviso and Explanati ; . )
persons provided with a conveyance by the empby’::’l ation 2 in clause (i} 50 as to femove the restriction on standard deduction ©

Sub-clause (b) seeks to insert a new clause (iii) to i i i
. (b) S provide for deduction from salaries on an i on
employment within the meaning of clause (2) of article 276 of the Constitution, leviable by or uyr:i':;“a?:flcl’at\)ﬂy the assessoe 2 21

The proposed amendments will take effect f ; . . . ]
2 aubsaquent years. rom 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91

ks to amend secti X L
sag:\:se 6 seel ection 17 of the Income-tax Act relating to definitions of "salary", "paerquisite” and "profits in lieu of

ttis prolzoz‘:?;;;:i::yagyf:sl::::on 1o sub-clause (iii) of clause (2) 1o provide that the use of any vehicle provided by a company
or an emp Y et rantéd e o ssee from his residence to his office or other place of work or vice versa shall not be regarded as a
penefit or amenity g provided to the assessee so as to be included within the definition of perquisite.

The proposed amaendment will take effect from 1st Apri ) . . ] . —. .
and subsequent years. pril, 1990 and will, accordingly, apply in relation to the assessment ygar-1990-91

Clause 7 seeks to amend section 32AB of the Income-tax Act relating to Investment Deposit Account.

Under the existing provisions, the deduction is available onl i) small-scale industrial undertakings. (ii) industrial ung i

other than smal.l-s,cale'm@uﬁt"al undertakings, not engaged in t?’\;obfxiiness of construction, manufacture of production of anye ::::llr;g:_
thing specified in the listin the Ele\{enth Schedule, and (iii) any industrial undertaking engaged in the business of leasing or hirin r
machinery of plant to an industrial undertaking, other than a small-scale industrial undertaking, engaged in the bUSinesg of
construction, manufacture or production of any article or thing specified in the list in the Eleventh Schedule. of

k to allow deducti ; who utilise the amount for the purch
p-clauses (a) 1o (d) see . uction und 32AB to all persons r ase
neiushipv new aircraft, new machinery or p|am.in°;:m32ma| undertaking for the purposes of the business of °0hs"u°f
manufacture of production of any article or thing not specified in the list in the Eleventh Schedule.

Sub-clause (8 ) seeks to make an amendment of a consequential nature in sub-section (58).
These amendments will take effect from 1st April, 1991 and will, accoraingly, apply in relation to the assessment year 1999 62 ang
) -92 an

subsequent years: d sub- isions of new sub-section (5AA) b
seeks to amend sub-saction (54) to clarify that the provisk -section or sub-section
b s::;:‘t:le%ui?rglea)ﬁon %o any withdrawals made from the deposit account either before or after the expiry of a period of five YQ(aGV)s ?rhoanlwI the
@ a

date of depost: . . . o
lause seeks to insart a new sub-saction (5AA) to provide that where any amount is withdrawn by the assesseg g, :

Sube aear in the circumstances specified in clause (1) or clause (d) of sub-section (54), the whole of such amount shal| be“‘fjlﬂg 323'
pravious Y ’ofits and gains of business or profession of that previous year and shall accordingly be chargeable to inmme.‘axoerr;he
3°czfnt: zfpthat previous year. as f the business had ot closed or, as the case may be, the firm had not been dissalved. as
n . .
i cub-clause 7 ) seeks t0 make an amendment of a consequential nature in sub-section (6).

The amendm ants proposed by sub-clauses (e), (f) and (h) will take effect retrospectively from 1st April, 1987 and will, accordingly:

Ctio ny.

7

\

\

-



apply in relati
at ;
jon to the assessment year 1987-88 and subsequent years

Clause 8

seek i i

profession. s to amend section 36 of the Income-tax Act relating to other ded

K eductions from profi

its and gain
: s of business
or

The pro ’
3 e posed amendment seéks to insert i
jnstitution by way of contribution towardls an ::::: cla;s @ (x) in sub-section (1) to i
putat ] L rds any pecified under clause (23E, provide that any su .
com ion of profits and gains of business or profession. ) ot section 10 shall be aI:n peaéd by a public financial
ow as a ded " cia
leduction in the

This amendment will take effect from-1st April, 1989.
Ve

C'au to alllolld SGC"OII 433 of the Inco - .
se 9 Soeks me-tax Act relat
sums as de‘ d H
: uctions onl
nly on a tu
ctual

,aymem.
Sub-clause (a) seeks to substitute the second proviso so as to provid ’
Y oction 43B has been d in cash or by i ide that no deducti
? ‘:.'aus? (zb?;ection (1) of section 36?:nd where sucr):;)sa$ l:: of a cheque or draft o:’ cbhon shall be allowed unless :
efmed ins gate yment has been mad y any other mode o the sum referred
5 from th® due date- e by cheque or draft, the i before the due dat .
soeks to insert new Explanation 2 af . ' um is reali oo a8
ause (17)s P ter Explanation 1 to provide that for th sed within fifteen
e purposes of s
ub-clause (a
): as in forc
e

5'Ub‘;erial wimes, "any sum payable” \.;vould mean a sum for which the ass i
=l rrlight not have peen payable within that year under the relevant taw essee incurred liability in the previo
- vious year eve
n though such

] b-clause (c) seeks 10 renumber the ex

sYe
ecuvely .
5P ame roposed by <ub-clauses (a) and (c) will take effect on
Theé (b) will 1ake effect retrospedlvely from 1st April, 1984,and will accoro:?:n::)?t April, 1989 and the a
=1 . ) y, apply i - mendm
9“; subsequem years Pply in relation to the asse:::nprom“d by sub-
a . ent year 1984-85
use seoks 10 in
ision, in the case of a foreign co .
o I"I)II:evr'y or testing of oornmissionigg the":ep;‘frTy Bngageé in the business of civi
in connection with a turnkeyo civil construction or th
powaer project @ busine
approved by ss of
the Central

under any international aid
programme, a sum equal to ten per
cent. of the aj
mount paid o
r payable

jion fplal . pehalf and find
raat tin th’s beh< . aggessee orto a ;
of |ﬂdlﬂ) to ':: f:llc)’ealhﬂ p{OﬁtS and g;iﬁzr:?';:cnhh[;ib‘eha" on account of such civi
business chargeable to tax uc";“ construction, erecti
nder the head r ion, testi
Profits and gaing of
gains of

-

isting Explanation 2 ‘and
?}nq Explanarion 3 as Explanati
ation 3 and E
xplanation 4

sert a new saction 44BBB in the Income-tax Act

or©
rin shall be deem

profOSSiO" . 15t April 199
. om 1st April, 0, and wi ;
ment Wil \ake effect I P will, accordingly, apply in relation to th
@ assessment
year 1990-91 an
d

ks 10 amend gection 48 of the Income-tax Act relating to mode of computati
. ub-clause (ia) i ion and d i
ks 19 mseﬂtzw caw;hal undena{:in)g? ?:\a:jt?eca(b) of sub-section (2) to provid eduetions.
s of ven gl ‘housand -wpe:s osrﬂi O'ha company, other tha:\ ::,hat in respect of long-te .
,orin the case of a venture ¢ it:{"“m capital mmpanyrr:;, 'capnal
pital'company, sixt » hirty per
' y per cent. of th
. e

rolating t© 4 ch gai
gai” " of the aM nt of U \housand rupees. or in any oth :
ont-© . i excess 2 en . . y other case, sixty pe
c nt of suchega";ul 4 be oligible for deduction from income chargeable as cat:)ifalrgc;:\m ofthe amount of such gain i
: nin excess of t
en

U

am d rupe w!
h usal d sub-clause (ii) of clause .
Sub-clause (i)(b) soeks ! amen (b) of sub-section (2) to make an amendrr

m
ature Explanarion in sub-section (2) to define "vent ent of a consequaential

enture capital co
' mpany” and "v
enture capital

" ingert an
ause (i) seoks 10 ins® has been defined to mean a co .
compan n a company which is engaged in providing fi
inance to venture capi
capital

rtaking™ ventur cap! " ity shares of i
und" I . of acquiring equity shareé of such undertakings or, if :
kings mainly BY way ' % kings or, i the ci ce
ertakings y D) dis approved by the Central Government in this behalt. Averc:::f;an 'ns ‘so require, by way of adv
capital undertaking ha ancing
s been defined to

luf
h unde akings: a" ; i
ans 10 SUC . rescribéd authority may. having regard to the tactor ifiad i
\ an a company which |auie (ia) of clause (b) of Y eaction (2) s specified in clause (b) of the Explanati
on, approve

he purposes of sub-€
om 1st ril, 1990 and i : B
act fr Ap will, accordingly, apply in relation to the assessm .
sment year 1990-91.and

| These amendments will take off

5ubsequem years.
Clause 12 seeks 10 ame

in cenain cases.
The amendment ceoks to insert & new clause (e)in Explanau’on 1 to sub-section :
is (ransferred after the 31st day of March, 1989, the capital gain will not be charged tg)aioiﬂr;\w»de that in a case where the origi
pa of the net consideration in any of the asgets specmed in clauses (c) and (d) of the E: 9,3559.5599 invests or deposit original asset
iSSE‘?d by the National Housing Bank established under the National Housing Bank ActXP anation and in such debe s the who e e
35 cation in the Official Gaze!te: epecily in this behat 1657, 24 the Gentral Governent 1 bonds

o ent may, by
f 1 i ; L
act from 1st April, 1990 and will, accordingly, apply in relation to the assessment

> ent year 1990-91 and

4 section 54E of the Income-tax Act dealing with capital gain on transter of capital
assets not to be char
ged

This amendment will take ef
:ubsequent years.

Clause 13 seeks 10 amend sectio
{rom other sources”.

n 57 of the Income-tax Act relating to deducti
uctions from income ch
hargeable under the head ™l
ncome



son

Under the existing provisions of the Income-tax Act, the benelit of standard deduction from salaries is not available to a per
ent

receiving 1am{ily pension, since such pgnsion is chargeable undar the head "Income from other sources”. The proposed amendm
seeks to pt:c_mde for' a standard deduction of a sum equal to thirty-thres and one-third per cent. of the family pension or twelve thousan
:;J:aa.es. w ughe_ver is less, from the amount of family pension received by a person. The Explanation seeks to define the expression
hism(;lga;:snsmn as a regular monthly amount payable by the employer to a person belonging to the family of an employes in the event 0
This amendment will take effect from 1st April i i i i
cubsmuon yeare pril, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and
Clause 14 seeks to amend the provisions of section 80C i
: seel of the Income- ion i ifa i
oromie, coniibutions 1o providon . eie ncome-tax Act relating to deduction in respact of life insurance
maThE amt:?#"’;?"‘ seek§ to include subs;ription to any such deposit scheme of the National Housing Bank as the Central Government
al y, by r;o ; ical |or'!,<’specrfy as one of the items qualifying for deduction in computing the total income of an assessee. The amandment
: ::Sza; 0; et; ;"f?:r'n tta h!:::: aalpy relp')_iayment gf any amount borrowed by the assessee for the purposes of purchase or construction of
ional Housin i i ) i i
7)ot sacrom B0, ing Bank shall quality for deduction under item (cj of sub-clause (i) of clause (h) of sub-section
This amendment will take effect from 1st Apri i i i i
subsequent yoars pril, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and
Clause 15 seeks to amend section 80CC - i ion i i
o CC of the Income-tax Act, relating to deduction in respect of investment in certain new
Sub-clause (i) seeks to amend sub-section (7) so as to extend th i i i i
S nd o benefit of deduction to investment in the units issu
:ﬁl;e:;;ci); ':h(e:n U::dT:;it z:at‘:;a(["')‘he akmc:um of s:bscription to such units is subscribed only to eligible issue of caphalea‘: Z:?iﬁ::?z
; ii) seeks to extend th -sacti i i
rovaial e scope of sub-saction (3) to cover companies carrying on the business of a
These amendments will take effect from 1st April, 1990 and will i i i S
cubemmont yoars. pril, itl, accordingly, apply in relation to the assessment year 1990-91 and
Clause 16 seeks to insert a new section 80JJ in tha Income-tax Act i ion i
: - so as to i i
e e of pauliry farming, ) provide for deducticn in respect of profits and gains from
The amendment seeks to provide that where the gross total income i i i
[ ? ! of an assessee includes any profits and gains derj
bgsmess of poultry 1armm9. there sh;-xll be allowed, in computing the total income, a deduction of an amount equal to thirty-thre rived from
third per cent. of the profits and gains derived.from such business. ® and one-
This amendment will take effect from 1st April, 1990 and will, accordingly. apply in relation to the assessme
0 » . t
et yoars. gly. apply ntyear 1990-91 ang
Clause 17 seeks to amend section 80U of the Income-tax Act, relating to deduction from total income in the case of totally blind
or

physically handicapped resident persons.
Under the existing provisions, the benefit of tax concession under section 80U is available to an individual who is totally b;
dition that the permanent physical disability has the effect of "°d3:i:r

9

permanently physically handicapped subject to the con
occupation and is of the nature spacified in the rules made by thg Boa d
(

substantially the capacity to engage in a gainful employment or

in this behalf. The amount of tax concession available under this provision is in the nature of a deduction of a sum of fiftean thous

rupees from the total income of such individual. This deduction is available if such individual produces a certificate from a ,egist:"
red

medical practitioner.

The proposed amendment

subject to the condition that t
employment or occupation and is certified as such by a psy

seeks to extend the benefit of tax concession under this section to indiviauals who are mentally

he mental retardation has the effect of reducing substantially their capacity to engage in retafded

chiatrist working in a Government hospital. Further, it is p'°ra)o 9ainfy|
Sed to

empower ) . . .
the Board to frame rules to specify the extent of mental retardation for the purposes of this sectior

These amendments will take effect from 1st April, 1990 and will, accordingly, apply in relation to * .+ avcussmant year 1990.91
-91 and

subsequent years.
Clause 18 seeks to amend section 115B of the Income-tax Act relating to tax on profits and gains ' ‘ife insurance business so
asto

extend the provisions of sub-section (2) to assessme:t year 1990-91. also.
This amendment will take effect from 1st April, 1930 and will, accordingly, apply in relation to the assessment year 1990-91
-91 and

subsequent years.
Clause 19 seeks to amend section 115J of the Income-tax Act making special provisions telating to certain companiag

Sub-clause (i) seeks to insert a new sub-section (14) to proviGe that every assessee, being a comparny shall, for the
scclion 115J, prepare its profit and loss account for the relevant previous year in accardance with the provisions of Pampll;fposes of
Schedule VI to the Comparies Act, 1956, s Il and |l of

Sub-clause (if(a) seeks to make consequential amendment on account of insertion of naw sub-section (1A).

S.b-c.ause . b) seeks to amend clause (i) of the Explanation to provive that, wheis saction 115J is applicable to a )
any previous year (including the Celevant previous year), the amount withdrawn frcm resarves created or prgf/)isions madg aatfesnSa 5"3;991 in
a s 3ll not be re-ucec from t:ie book profit unless the book protit of such year haz been increased by those resgwgs Sﬁ

day of Apri, 1928 s 3 ; ¢
provisions (out of which the said amount was withdrawn) under the said Lxpianation.



~1

The amend

by sub-clau ments proposed by sub-clause (i) and sub-clause (iij (@ wil mendm ropo

endments proposod . se (iij (ay wi lz?ke effect from 1st April, 1 T

subsequent years. Il take effect retrospectively from 1st April, 1988 and will, accordingly, appl)’plo lhgeas.:se o o8t o
' ¢ ssment year 1988-89 and

Clause 20 incal ie0 i

seaks to insart a proviso in sub-section (1) i

of sectio

assessments and re-assessments. . n 153 of the Income-tax Act relating to time limit f
or completion of

The proposed amandment seeks 10 provide that i
. t in respect of the return tiled
h unde i
:/:nch ralates to the assessment year co;nmenc.ng on the 1st day of April, 1988, or an; Se';"r"‘izecuon (4) or sub-section (5, i
all be made at any time after the expiry of one year from the and of the f i N r a.s“SSment yeal ) of section 139,
M) inancial year in which such returi r, nfo order of assessment
n is filed.

This amendment will take effect from 1st April, 1989.

Clause 21 seeks 1o amend section 192 of the Income-tax Act relati

head "Salaries™
Under the existing provisions of sub-
employee in a public sector undertaking.
itted to accord 1aliel under sub-

’ e
was P employess of any company,

ng to deductio
n of tax at source from income chal ol
rgeable under the

saction (2A) of seclio i
the person responsﬂ;len(;rg ge:in tc’:'e e ‘
e of aaction 80, The :roxon of tax from income Chargega; Government se:vant or an
posed amendment seeks to exte:dut:qeghe o e
is benefit to asse!
ssees

are co-operalive socie C
whe i N . ty. local authority, University, instituti
This amendment will take effect from 1st June, 1989 y. institution, association
i ) or body
22 seeks 10 amend section 193 of the | R X : y.
Cla}{se ; ncome-tax Act relating to deduction
Securmes . h of tax at source from income b
e by way of "Int
erest on

und

or the existing provisions. @ person re;ponsible for payin i
"y at the time of payment Jf such income. ying any income by way of interest on securi
urities is requi
ired to deduct t
ax at

o (a) seeks 1o provide for deduction of tax at source eith _—
at the time of payment thereol, whichever is earlier. ther at the time of crediting of the said
id income to th
@ account of the

payee ’ ]
10 amend clause (V. of the .
sub'cla?s (:n&;?z:(es of interest paid b; ;comp;’:\zvil:c:f}rc\’is:?::zn 1;3 to increase the limit for n

s U ; of :
payn“antd rupees 10 1% thousand and five hundred rupaes. public are substantially interestr;:j?:‘ uction of tax at source from
thous . . . om the existi

o insert an Explanaticn to secti xisting level o

SUb-daUSebl: :;Z‘Lsn:.' or "Suspensﬁ sccount” of a‘:;ogt;egfaWhereby credits of any income b one
waterest P2 i { source ccount shall ke dee e by way of int .

In o of deduction of tax at soures: med as credits to the ac:; est on securities to
ondments will take effect from 1st June, 1989. unt of payee for the
Thes® . ~ )

mend section 263 of the Income- .
a tax Act relating to the revision of orders pi .
reludicial to re:
venue so as to clarif
Y

clause 23s°¢ 5“? Jauses (a) (b)and (c) of the Explanati
ovisions ©' € ' planation to sub-section (1) thereof shall b
all be deemed
to have alwa
ys been

gments will take effect ratrospectively from 1st June, 1988. '

These 3™ .
tion 26858 of th R . .
5 amend se¢/ e Income-tax Act to clarity that a producer of a ci
a cinematograph film
shall deliver the

4 seeks 10 . - .
clause 2 aining particulars of all payments of over fi
wment co s Sucti . r five thousand ru .
rion of such film, wh pees in the a
aged py him in tha produc! . whether or not such: person i ggregate mad ;
- nis an emplo e by him to each such
yee. uc

effect from 1st June, 1989.

.

grson @ .
i This amé ment will 1ake
- make e amendments of 3 consequential nature in sections 80A and 8

OP of the Inc
ome-tax Act.

de that notwithstanding anything contained in th ——
ause 26 seeks 1O wa in the notification of th
Ho(r?:e Attairs NO: 0. 1029}‘25).sdg.e?‘:g‘:g;‘hc:‘;‘:;gm&z’-z‘g’%&‘: Z‘;?J:B n:mhcan.on of the Gove:\g::‘e;?r??t of India in the Ministry of
(Deparntme” of Revert the State of Sikkim, the provisions of the | ry, 1989 in so far as it relates ‘n ia in the Ministry of Finance
Income-tax o, 198110 alevant to the ssessment ncome-tax Act, 1961 will come into f o the commencement of the
offect from the P/ viov® ea;\.r h. immediately before su r): ear commencing on ihe 1st day of April, 199 orce in the State of Sikkim Wi
the Income-taX 961 Whic 'll\i R lthey ovi c °°m,m°‘"°°"fem' was in force in the State to' and any law corresponding to
have ceased 1© v effect in relaton 0 “ pravious year beginning with 1st April, 1988 and endin of Sikkim will ba deented never to
continue to-b® in rthe purposes ® ; v;. a;:essrf\er)t and collection of income-tax and for th eg with the 3ist March, 1989 and will
for any other P ose whatsoeVer ® nnected with, o incidental to, any of the said purposes unde?::ﬁ\se of imposing any penaity o

This clause will take offect from 1st April, 1989. law.

Clause 27 seeks 10 amend section 5 of the Wealth-tax Act relating to exemptions in respact of certai

in assets.

Sub-clause (a)i) seeks 10 insert a new clause (xxvc)in sub-section (1‘) 50 as 1o provide exemption i
ption in respect of ri i
ght or interest of an

assessee in any annuity plan of the Life' Insurance Corporation as is referred to in clause (ii) of sub ;
-saction (1) of section 80CCA ot the

Income-tax Act:
This amendmont will take effect retrospactively from 1st April, 1988 and will accordin. i
' g gly. apply in relation ta the assessme
ntyear

1988-89 and subsequent years.



Sub-cl .. . .. R
e (e o e v ihe wehert ks € B 1y ey o 30 wealth-tax in
, eme referred to in item (i) of i i
respect of ) of sub-clause (i he
tneom :itthxt:ctﬁbz an); :mplgyee of the Cen.tral Government or a State Government, and for e(z:)mO'lf:laufse 1 e on 1clo o -l-i's
e National Housing Bank established under saction 3 of the National Ho'using Bank Acﬁ> l:)ga_r,om wealitaxon €95

Sub-clause (b) seeks to amend sub-section (1A 1) i
_ (b, 1o : astore i ion i ; i
Nationa! Housing Bank within the aggregate sum of)five lakh wps;t:sct the benefit of exemption in elation to deposits made win the

These amendments will take effect from 1st Ap!il 90 and will, accord and
. 19 i i i
subsequent s, ill, " lﬂgly. app!y in relation to the assessment year 1990-91 an

Clause 28 seeks to amend the proviso to sub-secti i
saction (1) of m
assoiemonts and ro.assessments. (1) of section 17A of the Wealth-tax Act relating to time limit for completion of

The proposed amendment seeks to provide that i

‘ re : t in a case where the net wealth i i

;:;:\r?er;tgng on the 1st day of April, 1987, or any eatrlier assessment year, such assess:ea:t fist assossable in the 2500 ey of

arch, 1991, and wherg the net wealth was first assessable in the assessment year com o bo mada on or beloro the 315t 42y &
assessment may be made on or before the 31st day of March, 1992. mencing on the st day of Apri, 1988, sueh

This amendment will take effect from 1st April, 1989.
Clause 29 seeks to amend section 21AA of the W i
‘ : ec A ealth-tax Act relating to assess iati
society registered under the Societies Registration Act, 1860, or under any ?aw correspont::?c:got'oat?\;sﬁs«gtci:‘flgrr::: ' oy o to' lex‘;: Iu?o ;
in any part of India from

the application of that section. This amendment is conse imi
uen h
Laws (Amendment) Act, 1987. quent to a similar amendment made in the Incoma-tax Act by the Direct Tax

This amendment will take effect from 1st April, 1989.
aut?'n?rl;zzso seeks to amend section 25 of the Wealth-tax Act relating to powers of the Commissioner 1o revise orders of subordinate
thehlfcgr;z?;zd;;.amend the Explanation to sub-saction (2) of section 25 on the lines of similar amendments made in section 263 of
These amendmenté will take effect retrospectively from 1st June, 1988.
m_(::‘sues;?;ei?se’ks to amend sub-section (1) of section 16A of the Gift-tax Act relating to time limit for completion of assessments and

Sub-clause (a) seeks to extend the time limit for completi
) : f f pletion of the
assesement year in which the gifts are first assessable. assessment from one year to two years trom the end of the

Sub-ciause (b) seeks to substitute thée proviso to sub-section (1)t i i

¢ : o provide that in a case where the _fts ware first ass i
;ssessment year ¢>csrrflr;;lienc;.:‘lg1 gg1ihe 1d$1 f‘ay of April, 1987, or any earlier assessment year, such, assessment may bzsfna:;e inthe
ef9re the 31st day of March, , and where the gifts were first assessable in the assessment year commaencing on th Cm of
April, 1988, such assessment may be made on or before the 31st day of March 1992. ° © 1stday of

nts will take effect from 1st April, 1989.
to amend section 24 of the Gift-tax Act relating to powers of the Commissioner io ravise orders of subordinate

These amendme
Clause 32 seeks
authorities.

It is proposed to amend the Exp
the Income-tax Act.

These amendments will take effect retrospectively from 1st June, 1988:
o amend section 4 of the Expenditure-tax Act, 1987 1o provide for tax at the rate of twenty per cent. of the

e in place of the existing rate of ten per cent.
| take effect from 1st June, 1989.

mend the Customs Tariff Act, 1975.
ciause, read with the Second Schedule, seeks to amend the First Schedule to the -~ _.oms Taritt Act, 1975

laration to sub-saction (2) of section 24 on the lines of similar amendment-. made in section 263 of

Clause 33 seeks t
chargeable expenditur

This amendment wil
Clause 34 seeks to @

Sub-clause (a; of this

to—
(a) raise the basic customs duty rates on—

(1) cinnamon and cinnamon-tree flowers ;
(2) cloves (whole fruit, cloves and stems) ;

(3) nutmeg. and mace ;
(4) un-denatured ethyl alcohol; spirits, liquers and other spiriluous beverages; compound alcoholic preparations of

a kind used for the manufacture of beverages ;
(5) copper waste and scrap ;
(6) vincristrine sulphate injection ;

(b) restructure the basic customs duty rates in respect of ballor roller bearings and parts thereot on specific-cum-ad

valorem pasis |



(¢) inc
orporate i
Harmoni some editorial amendm

nised Commodity Descriplionear:; gzz?:veg by the Customs Co-0 .

g System (Harmonised s;?;i:’;’:; CO;ncil in the legal

order that th al text of
e First S, the
chedule is in i
s in line

wil
Stbla hthe Harmonised System.
! use (b) ;
relatin of this claus '
g to parts of S @, read with the Third Sch
omit machinery, appli i chadule, also
Notes 7 and 8 in cmg'e fgg '::‘:’:o ::‘;lﬂe‘nts and articles of 2‘;‘:‘;;0 aan;end the First Schedul
ntial amendment rs 84 to 86, 89 and @ soast
. ' 90 of the Fi 0 omit headii
irst Sched ading No. 98
ule. It also . .06
saeks to

ea
he amendment made b rn
y sub-ciaus i i
(b) will come into force from adatetob by th
tified ai
e y the Cent
ral GOVG )

T ment.

Clause 35 se
aks to levy up to the 31st Mar
ch, 1990 ili
auxiliary duties of customs o
n all imported
goods at th
@ rate of 5
0 per ce
nt. of their

value.

Clause 36. read with the
(a) raise the basic excise duty on —

(M hydrogenated vegetable fats and oils ;

Fourth Schedule, seek
, s to amend
end the Schedule to the Central E
xcise Tariff A
ct, 1985
g , 10 —

(2) sugar ;
3) cut-tobscco |
(4) cement ;

) marble slabs ;
(6) specied types of gases. namely. chiorine
, OxXygen, i
carbon dioxide, ammoni
a;

(7) acetylere |
(8) sulphonamides ;
(9) quinine and its salls ;
(10) certain types of medicaments ;
(1 1) polymers of viny! chloride or of other halogenated olefins, i
Ins, in primary forms ;

(12) pare! and paper board and articles thereof ;

(13) silk yarn
(14) yarm of wool ;

(15) man-made filam
(16) man-made staple fibres
a7 metallised yarn of man-made filaments ;

) iron anc steel :
on and steel |

nd articles thereot ;

ent ;

(18
(19) articles of ir
(20) aluminium a
(21) lead and articles thereof :
(22) zinc and articles thereof ;

(23) air-condiiioners ;
(24) video tapes and cassettes
(25) television sets |

icture tubes ;

(26) 1elavision ¢
Jators of any material ;

nsu

(27 cisetrsal i
ng stoc' and parts thereof;

(28) railway rolli

29) two-whaslers
other floating structures for breaking up ;

30) vessels and
duty in respect 0
y pect of coal gas, water gas, producer gas and si
similar gases ;

(b) rescribe nil rate Of
(c) -mit headin No. 22.04 relati
g No. 22. relating to ethyl alcohol suitable for being used as t
uel for spark-igniti
-ignition-engine:
S,

(o) introduce a New sub-heading i
in Ch c
(e) change the Chapler Notes ?ariﬂ d apteﬁ, ?4 50 38 1o cover preparations contain
. oscription and restructure the duy rates i ing snuff of tobacco in any proport
s in respect of rubb fon;
or and articles th
ereof ;

(t) ch
ange the Section Notes of Section X! so as to make a mi
nor correction ;



(g) change Chapter Notes in respect of cotton fabrics so as to clarify the scope of the term "manufacture” in relation
certain specified processes.

Clause 37 seeks to levy up to the 31st March, 1990, special duties of excise on all excisable goods at the rate of 5 per cent. of the duty
leviable under the Central Excise Tariff Act, 1985. '

Clause 38, read with the Fifth Schedule, seeks to amend the First Schedule to the Additional Duties of Excise (Goods of Special
Importance) Act, 1957, to —

(a) raise additional excise duty on—
(1) sugar ;.
{2) woven jute fabrics and chenile fabrics, tufted textile fabrics of man-made textile materials;
(3) terry fabrics of man-made textile materials;

(4) net fabrics of man-made textile materials;

(b) introduce a new sub-heading in heading No. 24.04 so as to cover prepaiat.ons containing snuft of tobacco in any
proportion;

(c) introduce a new sub-heading No. 5806.10 so as to cover narrow woven fabrics of silk, wool, cotton or man-made textile
materials. :

Clause 39, read with the Sixth Schedule, seeks to amend the Schedule to the Medicinal and Toilet Preparations (Excise Duties) {‘\Ci-
1955, so as to raise the duty on allopathic medicinal preparations, medicinal preparaticns of indigenous system of medicine,
homoeopathic preparations and toilet preparations, with some exceptions.

Chapter V (containing clauses 40 to 49) provides for the levy of the inland air travel tax from a date to be notified by the Central
Government in the case of inland journey by a passenger in an aircraft.

Clause 41 defines "aerodrome®, “aircraft”, "carrier", "fare”, “inland journey" and “passenger’ used in the Chapter.

Clause 42 provides for the levy of the inland air travel tax on all passengers embarking on inlan%llourng\{i:;tg\e rate of 10% of the
fare paid by such passengers for every such journey. The inland air travel tax will be @llede% tg lct’ A‘:’: 944 or sﬂshaggo 'nted under
the Customs Act, 1962, or the Central Excise Officers appointed under the Central Excises and : a the‘ Natio'nal Ao :r °fflc9rs of
the Central Government or the State Government or the International Airports Authority of India or pons Authority, o
such carriers as may be authorised in this behalt by the Central Government.

Clause 43 provides for rounding off of the inland air travel tax to the ngarest rupes.

Clause 44 confers power on the Central Government to grant examptions (total or partial) from the payment of inland ajr travel '
tax.

Clause 46 provides for penalties and adjudication of penalties.

The other clauses of this Chapter deal with incidental and supplemental matters including the power of the Central Government to
make rules relating to inland air travel tax.

Clause 50 seeks to amend section 14 of the Central Sales Tax Act, 1956, so as to align the descriptions of certain goods mentioned
therein with the descriptions in the Central Excise Tariff Act, 1985.

Clause 51 seeks to amend section 35 of the Finance Act, 1979, so as to raise the rates of the foreign travel tax.

The amendments made by clause 51 will take effect from a date to be notified by the Central Government.



FINANCIAL MEMORANDUM

Chapter V of the Bill provides for the levy of a new tax to be known as inland air travel tax in
respect of inland journeys by passengers in an aircraft.

The new tax will necessitate employment of additional statt in the Customs and Central
Excise field {ormations and the Directorate General of inspection (Customs and Central

Excise). This staff will be required to check the weekly returns, passenger Ilsts and cases
relating tc refunds or short collections. This is expected to involve a total annual recurrin
expenditure of about Rs. 20 lakhs. Besides this annual recurring expenditure, non-recu ]
expendituré of Rs. 5 lakhs is also likely to be incurred. rring

To the extent the collection of the tax is entrusted to any State Government or th
|nternat|ona| Airports Authority of India orthe National Airports Authority or carriers who ma be
authorised DY the Central Government inthis behalf, it will be necessary to incur expendﬂurzt e
paymem of collection charges. The exact expenditure to be incurred for such collection whnz:\
will be ot 3 recurring nature, cannot be estimated at this stage.

The provisions of the said Chapter do not involve any other expenditure, whether of
J erof a

recurring of of a non-recurring nature.
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MEMORANDUM REGARDING DELEGATED LEGISLATION

Sub-clause (b)of clause 4 cfthe Bill seeks to insert a new item (i) in sub-clause (iv) of clause (15) of, and o insert anew clause (23E)in,
section 10 of the Income-tax Act relating to incomes not to be included in the total income. The new item (i) enables the Central
Govermmaent to frame a schemae, by notification in the Official Gazette, in relation to deposits which may be made by any employee of the
Central Government or a State Government. The new clause (23E) empowers the Central Government to sgecify, by notification in the
Official Gazette, any Exchange Risk Administration Fund setupby publicfinancialinstitutions, either jointly or separately, whereupon the
income of such Fund will be exempt from income-tax.

Clause 10 of the Bill seeks to insert anew section 44BBB inthe Income-tax Act. The said section ampowersthe Central Governmentto
approve any turnkey power project which is financed under any international aid programme for - purposes of application of the
provisions in relation to business of civil construction or the business of erection of plant or machinery . usting or commissioning thereof
in connection with such project.

Clause 11 of the Bill seeks to amend sub-section (2) of section 48 of the Income-tax Act. The new clause (a) of the E,\.'planation to sub-
section (2) empowaers the Central Government to approve a venture capital company which is engaged in providipg finance to venture
capital undertakings mainly by way of acquiring equity shares of such undertakings or, ifthe circum;tances so require, by way of adv'a.nc.
ing loans to such undertakings. Clause (b) of the said Explanation enables the Central Board of plrect Taxes to make rules, by notifica-
tion in the Official Gazette, to specify an authority which may approve a venture capital undertaking for lh? purposes of new sub-clause
(ia) of clause (b) of sub-section (2), having regard to the factors specified in clause (b)of the said Explanation. Fqnher, sub-clause (1) of
clause (b) of the Explanation empowers the Board to make rules for specifying a higher amoqm than the exnstfng ten crore rupees
specified in that sub-clause, in relation to the totalinvestment in the venture capital undertaking, which may be taken into consideration by
the prescribed authority as one of the factors for approving a venture capital undertaking for the purposes of section 48.

Clause 12 of the Bill seeks to insert anew clause () in Explanation 1of sub-section (1) of section S4E of the Income-tax Act. The new
clause (¢) empowers the Central Governmentto specily, by notification inthe Official Gazette, debentures or bonds issued by the National
Housing Bank which will be treated as "specified asset" for the purposes of the said section.

Clause 14 of the Bill seeks to amend sub-section (2) of section 80C of the Income-tax Act relating to deductions in respect of life
insurance premia, contributions to provident fund, etc. The new sub-clause (ia) of clause (h) of sub-secticn (2) empowers the Centra|
Governmentto specify, by notification in the Official Gazette, any deposit scheme of the National Housing Bank the subscriptions to which
will qualify for deduction under the said clause (h).

Clause 17 of the Bill seeks to amend section 80U of the Income-tax Act relating to deduction in the case of totally blind or physically
handicapped resident persons. The new clause (iii) of sub-section (1) empowers the Central Board of Direct Taxes to make rules, hy
notification in the Official Gazette, to specify the extent of mental retardation forthe purposes of that sub-section, whereupon aperson who
is subject to such mental retardation will be allowed a deduction of a sum of fifteen thousand rupees in computing his total income. Sub.-
section (2) of section 80U specifies the factors which the Board shall take into account while making the said rules.

Clause 44 contained in Chapter V relating to inalnd air travel tax empowers the Central Government to exempt, by notification in the
Official Gazette, wholly or to such extent as may be specified in the notification, any class or classes of passengers or any category or
categories of passengers under any such class from the payment of inland air travel tax. The guidelines which have to be taken into
account for granting exemptions have been spelt out in the clause.

Clause 48 empowers the Central Government to make rules to carry out the provisions of Chapter V. The matters in respect of which
rules may be made include collection of inland air travel tax, the charges for collection payable to any State Government or the
International Airports Authority of Indiaorthe National Airports Authority or carriers, the specification of authorities competent to discharge
functions under Chapter V, the adjudication of penalties, manner of payment and collection of tax, penalties or other sums due under
Chapter v, powers of officers to enter upon and inspect and search any aircraft, etc., the procedure for adjudication of penalties and
appeals against them made under that Chapter.

The aforesaid provisions of the Income-tax Act, the Wealth-tax Act, the Gift-tax Act and Chapter V of this Bill empower the Central
Gavernment or the Central Board of Direct Taxes to issue notifications, frame schemes and make rules for the purposes specified in the
relevant provisions. The matters in respect of which notifications may be issued or schemes may be framed or rules may be made in
golcordance with the aforesaid provisions are matters of administrative detail or procedure and it is not practicable to providefortheminthe

illitself.

The delegation of legislative power is, therefore, of a normal character.
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MEMORANDUM  EXPLAINING
e PRovistons 10 FINANCE BILL, 1989
PROVISIONS RELATING TO DIRECT TAXES
The provisions in the Finance Bill, 1989, in the sphere of direct taxes relate to the following matters:
iy Prescribingthe ratesof income-taxon incomesli‘ablo totax fora;sessment year 1989-90; the r. . . .

(0] atsource dguring {he financialyear 1989-90 from interest (including interest on securities), dividaot::: t w:uc.h tax willbe deductible
winnings from lotteries or crossword puzzles, winnings from horse-races, insurance commission a n'dsa aries paid to emp!oyaes.
jiabletod ion of tax undorthe.lnoorpe-tax Act: rates for computation of “advance tax" and chargi Olher categories of income
incomes in certain cases for the tinancial year 1989-90. arging of income-taxon current

. ided thatinthe®ase of any income ch

- The Finance Act, 1988 provi : y e chargeabletotax underth - .

(i) T ace tax s 10 bo paid. where the total income in cuch cases exceeds fifty !housa: gerjd Salaries”or in respect of which
deducted of the advance tax paid, is to be increased by a surcharge calculated at the rate ?ees_ the amount of income-tax
Further, in respect of any payment by way of interest, dividend, winnings from lotteries ol of 5 per cent. of such income-tax.
horse-races of paymants to contractors and sub-contractors, the amount of tax deductedr crossword puzzles, winnings from
surcharge calculated attherate of 5 percent. of the tax deducted. However, surchal at source had to be increased by 2
i act of any income or any payment made to a non-resi i rge was notto b N y
in respectof any. AR ) n-resident or a foreign company. Th ) be paid or deducted at source
therefore, been incorporated in art | of the First Schedule. Y. The provision for levy of surcharge has

:sion forthe levy of surcharge for mobilising reso . '
iii) The provision : urces for meeting the conditi
¢ (Amendme.nt).ﬁtcl. 1987 and was continued further for a period of one tons created by drought was introduced b
conditions NO Jonger exist, itiS proPosed notto continue this surcharge. The surch year by the Finance Act, 198 roduce Y
asfora temporarv.Pef'OC! of one year is also not being continued :.‘;rc arge on wealth . 1988. Since these
ce a new intensive (ura\ employment programme. To r'no‘;Yl’{fVer. to provid
eightpercent. ofincome-taxin cases where thetotal incolr:-.,

e—tax. atthe rate of ten percent.,
e resources forr:l\l?sf fzr-‘he unemployed, it is
, tis proposed to levy 2 L

o introdu
@ exc i
eedstifty thousand rupees in respectof -

therateof

@ any paymem made during the tinancial year 1989-90, on which tax is deductible at so
urce; and

o) any income on which advance tax is payable or any income charged to tax, during the fin
ancial year 1989-90

; ied on incomes in respect of whi i
arge will be levie espe which payment is m .
tax is payable by the non-resident or the foreign company adetoanon-residentor a foreign company, of l'

ax Act, 1961 with a view toincorporating certain incentives for growth and welf
elfare, providing certain anti-

fIncome-tax " 4 rational
s, simplification and rationa isation of certain provisi
' isions and certain
other matters

of
) tax avoidance measure

atof the Wealt
ntof the Gift-tax
t of the Expenditure Tax Act, 1987 to enhance the rate of tax on chargeable expendit

ure incurred in certain |

h-tax Act, 1957 with a view to rationalise certain provisions
Act, 1958 with a view to rationalise certain provisions ‘

the Income-tax Act, 1961 to the State of Sikkim.

0

oor te . . . ..

(viii) EX ___gptions, which have been indicated while dealing with the «

. certain excep (i P \ihe relevant provisi .

. subject toe cates of 13x. 35 alsointhe (P'°V'15'°"S of Tthhe tax laws, should ordinarily be made op;f::isv- ;he Bill follows the principle

that changes n andnot inrelation oincome ?l’ r|‘>as );Dez‘us. 91 p;\ovnannsrelapr.\gto Qeduction oftaxat source‘:\msmqwe‘y in relation to

current % ith effect from 1st June, 1989. 1he substance of the main provisions in the Bill relating to direct?:l::se ?r\ger;era“y made
. is explained in the

a pliCa 5:-
A wing parad®P
INCOME-TAX
|, Rates of income-tax In respect of iIncomes llable to tax for the assessment year 1989-90
" f all categories of taxpayers (corporata as well as non-cor te) li T
ctof incomes O 3% == . asm porate) liable to tax for th
3. In rensP;es of income- including syrcharge thereon) ha\{e been specified in Part | of the First Schedule to teh:s;:ss“:!em Ye:r
1989-90, the ¢ i in Part 11l of the First SChedqle 1o the Finance I_\cl. 1988, for tha purposes of computation of : ;\n aret :a
(sjartl;e ?s th;i‘;x at source from salaries and computation of tax payable in certain cases during the firancial year of "advance tax’,
eduction ’ :
/. Rates for deductlon of tax at source during the financial year from income other than "Salarles".

r deduction of income-tax at source duiingthe ﬁnar)cia\ year 1989-90 from incomes other than "Salaries” have been

specifiedin panliofthe First Schedule \che.Bll_l. The':ae rgles apply toincome by way of interest on securities, interest other t{haninterest

on securities’, dividends, insurance'commlsswn. winnings from lotteries, crossword puzzles and horse-races and income of non-

residents (including non-resident Indians) other than salary income. These rates are basically the same asthose specified in Part 1l of the
nce Act, 1988 for purposes of deduction of 1ax at source during the financial year 1988-89

First Schedule 19 the Final

4. Therates fo
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5. During the financial year 1989-90, in respect of any income by way of winnings from lotteries, crossword puzzles and horse-fa:"’:’é
tax shall be deducted at source on payment made to a non-resident (including non-resident Indian) as also to acompany at the rate

per cent. of such income. This provision is in line with the existing provision applicable to a person resident in India, not being @
company.

6. In respect of payments referred to in the preceding paragraph as also to the payment made to a cqmractor ora sub—contrad:f
wheretax is deducted at source, the amount oftax sodeducted shallbe increased by asurcharge calculated attherate of 8 percent. 91 the
amount of tax deducted. Howaver, deduction in respect of surcharge will not be made, where the payment is made to a non-resident
(including non-resident Indian) or to a foreign company.

IIl. Rates for deduction of tax at sousce from "Salarles", computation of “advance tax" and charging of Income-tax in
special cases during the financial year 1989-90.

7. The rates for deduction of tax at source {rom "Salaries™ during the financial year 1889-90 and alsoforthe computation of fadvance
tax" payable during thatyear inthe case of all categories of taxpayers havebeen specifiedinPart il pi the Firs:t Scheduletothe Bill. These
rates are also applicable for charging income-tax during the financial year 1989 90 on current incomes in cases where accelerated
assessments have to be made, e.g., provisional assessment of shipping profits arising in Indiato non-residents, assessment of persons

leaving India for good during the financial year 1989-90, assessment of persons who are likely to transter p.ropony to ayoid tax or where
an order has to be passed in a case of search and seizure for calculating the amount of tax on the estimated undisclosed income,
etc.

8. inthe case of a person whose income exceeds fifty thousand rupees, the amount of income-tax deducli.ble oradvance tax payable
or income-tax payable, as the case may be, shall be increased by a surcharge calculated at tl:\e rate of eight per cent. of l‘he tax so
deductible or advance tax or income-tax so payable. However, no suchsurcharge shallbeleviedinacase wherc the gayment is madeto
or advance tax or income-tax is payable on the income of, a non-resident (including non-resident Indian) or a foreign company.

IV. Individuais, Hindu undivided families, associations of persons,

bodies of Individuals, co-operative societies and local
authorities.

9. In the case cf individuals, Hindu undivided families, associations of persons etc. the rates of incomg-.tax have been §peciﬁed in
Paragraph A of Part Il of the First Schedule to the Bill. inthe case of co-operative societies and local aulhorme.s, the rates of lnco.me-tax
have been specitied in Paragraph B and Paragraph C respectively of Part ifl of the First Scheduleto the Bill, which is the same as in Part |
of the First Schedule to the Finance Act, 1988. It is proposed to restructure the rate schedule applicable inthe case of individuals, Hindu
undivided families (other than those having at least one member with independent total income exceeding the exemption limit),
unregistered firms, associations of persons, bodies of individuals and artificial juridical persons by reducing the rate of tax in the slab of
income from Rs.18,000 to Rs.25,000 from 25 per cent. to 20 per cent. The impact of this relief on income upto Rs.50,000 shall be as
under:—

Table
Total income Tax Relief Total Income Tax Rellef

18,000 Nil 24,000 300 '
19,000 50 25,000 350

20,000 100 30,000 350

21,000 150 40,000 350

22,000 200 50,000 350

23,000 250

V. Companies

10. In the case of companies, the rates of income-tax have been specified in paragraph E of Part lli of the First Schedule to the Bill.
These rates are the same as specified in paragraph E of Part | of the First Schedule.

VL Partially integrated taxation of non-agricultural income with income derived from agriculture.

11. Asin the past, the Finance Bill provides that in the case of individuals, Hindu undivided families, otaer associations of persons,

etc. the net agricultural incrme will be taken into account for the computation of "advance tax" and charging of income-tax. These
provisions are broadly on the same lines as those in earlier years.

[ Clause 2 and the First Schedule]
INCENTIVES FOR GROWTH

Incentives under the Exchange Risk Administration Scheme.

12. An announcement was made by the Finance Minister in the Budget Speech for 1988-89 that a scheme will be framed, for the

surpose of exchange risk protection of borrowers of foreign currency loans from tinancial institutions. The Government has since then

ormulated a scheme known as Exchange Risk Administration Scheme (ERAS) setting up a Fund, namely, the Exchange Risk

Administration Fund. With a view to helpthe growth of this fund in it~ initial stage, itis proposed to provide the following tax concessions:-
0}

By amending section 10 of the Income-tax Act, to provide that the income of the Exchange Risk Administration Fund will be
exempt, subject to certain conditions; .
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i i i - smentyear
These amendments will take effect retrospectively from 1st April, 1987 and will, accordingly, apply in relationtothe ass?aause 7]
1987-88 and subsequent years.

Amendment of provisions relating to certain deductions to be allowed only on actual payment.

cessor

24. Under the existing provisions of section 43B of the Income-tax Act, a deduction for any sum payable by way of 'a’:.‘vglg 'denying
tee etc. is allowed on actual payment basis only. The objective behind these provisions is to provide for a tax dl;lnce;!;to p,ovidethal
deduction in respect of a statutory liability which is not paid intime. The Finance Act, 1987 inserted a provisoto section 4 seduction, i is
any sum payable by way of tax or duty, etc., liability for which was incurred in the previous year viill be allowed as a © amant year 10
actually paid by the due date of furnishing the return under section 139(1) of the Income-tax Act, in respect of the asse > e who ha
which the aforesaid previous year relates. This proviso was introduced to remove the hardship caused to certain lax'p eyclion 438wl
representedthat since the sales-tax for the last quarter cannot be paid within that previous year, the original provisions ol s
unnecessarily involve disallowance of the payment for the last quarter.

. i jon. The

Certain Courts have interpreted the provisions of section 43B in a manner which may negate the very 099’3"9" of lh:';-‘::‘:words is,

interpretation given by these courts revolves around the use of the words "any sum payable’. The interpretationgiven . Thisis against

thatthe amount payableina particularyear should also be statutorily payable under tha relevant statute in the same Ye:;-words-anysum
the legislativeintentanditis, theretore, proposed, by way of aclarificatory amendment and for removal of doubts, thatt

' . i active of the
payable’, be defined to mean any sum, liability for which has been incurred by the taxpayer during the previous year irresp
date by which such sum is statutorily payable.

This amendment will take effect from 1st April, 1984,

_ . sessee as 3"
Under the existing provisions of section 438 of the Income-tax Act, it is also provided that any sum payable by the as

. ais pal
employer by way of contributionto the providentfund or superannuation fund etc. is not allowable as a'deducnon un::ai:ss‘::?:;‘e“ma daby
‘during the previous year on or before the due date’. The paymentin respect of the last month of a previous Year,Sh? ?he previous year’
the due date and cannot possibily be made in the previous yearitself. ltis, therefore, proposed that the words ‘during
accurring in the second proviso to section 438 be deleted.

This amendment will take effect from 1st April, 1989.

L daniedind
Unlike other payments referred to in section 438 of the Income-tax Act, the deduction regarding employer's c°n".|bu"°,n|;:139hno|lidavs.
year, is not available as adeduction n any subsequentyearalso. On account of various reasons like postal delay. 5""“953'8“ s tendere
the payment of employer's contributions tothe respective authorities is delayed eventhoughthe payment bya chec’gueglf by an employe’
beforethe due date. Toavoid any hardshipbeing caused in such cases, itis proposad1o provide that, if any sum pay'a y |gyees, it made
by way of contribution to any provident fund or superannuation fund or gratuity fund or any other fund forthe waeltare ofemp

. ithin fifteen days©®
by acheque. draftor any other modae, has beentendered by the due date, and the actual payment has been realised within "
the due date, deduction shali be allowed.

, . . 1989-90 and
This amendment will take effect from 1st April, 1989 and will, accordingly, apply in relation to the assessment year[ clavse 91
subsequent years.

i uction, efc.
New provision for computing profits and gains of foreign companies engaged in the business of clvil constr
in certain turnkey powser projects.

. ivil
. i siness of cVi
25. Under the existing provisions of the Income-tax Act, the income of a foreign company 9Q9§99d| in tzg,:;icaﬁons in the
construction, etc. is computed after allowing deduction for all expenses and statutory deductions. This involves
determination of the income accruing or arising, in India to such foreign company.

: ; idi erminatio
_Asameasure of simplification, the Bill seeks 1o insert a new section 44BBB in the Income-tax Act, providing k?srs?;;ing of plantor
Income of such foreign companies, as are engaged inthe business of civil construction or erection or testing or cgmm' i ternational aid
machinery, in connection with a turnkey power project, approved by the Central Government and financed under any

. X in or out 0
:Dfogramme, at 10 per cent. of the amount paid or payable to such assessee or to any person on his behalf, whether
ndia.

nof

. . . 990-91 and
This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation 1o the assessment yea[r(1>|ause 10}
subsequent years.

Modification of provisions relating to time limit for completion of assessment and reassessment.

i rthe
26. Under the existing provisions of section 153 of the Income-tax Act, no order of assessment can be made at‘ an}ls"e“;:oanﬂfag of
expiry of two years from the end of the assassment year in which the income is first assessable. L_Jnder sub-sechon.( )o sessmentyear
the Income-tax Act, a return of income for the assessment year commencing on the first day of April, 1 988 orany ea.rller g; f the Income-
can befiled upto two years from the end of the relevant assessment year. Similarly, under sub-section (5) of section 1 ; year can be
tax Act, a return of income for an assessment year cemmencing on the first day of April, 1988 or any earlier assessme e elore, an
revised at any time before the assessment is completed or upto two years from the end of the relevant previous year. filedonthelast
anomalous situation may arise whenareturnofincome forthe assessment year 1988-89or any earlier assessmentyearis IO' soction 153
day of the period so allowed under section 139(4) or (5) of the Income-tax Act. In such acase, as per the existing Pf°V'§'°"T, ation, the Bl
of the Income-tax Act, the assessment will have to be completed on the same day. Therefore, as a measure of rationalis X

: ; inancial yearin
seeks o insert a proviso in section 153(1) of the Income-tax Act, to provide afurthertime of one year fromthe end of the financialy
which such return is filed, for completion of the assessment.

. ; i f areturn
A similar anomalous sitation can arise under the Wealth-tax and Gift-tax Acts also. Itis, therefore, proposedthatin rets'?ee:;:essmem
of wealth/gifts relating 1o the assessment year commencing onthe 1stday of April, 1987 or any earlier assessment year,
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section 2858, by del h ds‘as cmployee orotherwise', to provide that the statement to be filed shallincluce payments made not
, by deleting the wor!

only to employees but to others also-
rom 1st June. 1989. ( Clause 24 ]

MEASURE TO COUNTER TAX AVOIDANCE.
A dment of the provlslans relating to levy of minlmum tax on ‘Book Profits’ of certain companies,
mendment o

. me-tax Act, whereth i facompanyis| t
o - ion 115J of the Incor ' etotalincome of acompany is less than 30 per cent.
o ;320 Under the existing provisions ?25;‘?; o chargeabletotaxisdeemedtobe 20 per cent. of such book profits. For the purposes of the

ok profits forthat year, the totali ofit as shown inthe profit and loss account in the relevant previous year prepared in

af i i e e netpr ; . . .
acocr;rzae::crg?v:;:?hn‘ Boo}( PLO'fo;‘;?lﬁlt:nd Il of the Sixth Schedule to the Companies Act, 1956, subject to certain adjustments which
e provisions

InCrease or decrex k profits. .

Ithas been obses ) t}t:ihboto laprge numberof companies hé.'vz;f?::;%ﬁt;d ":: term Book Profit’, to mean thatin case they are following
an accounting year (rZ:de, fh: Companies Act, 1956) which is . ,:n @ previous year under ttje Income-tax Act (i.e. th.e period
ending on 31st March) then the provisions of section 1 1‘5J dglno ail‘): gunt efg~1 The reason advancedis thatthe alme;aid section does
notmake it mandatory for a company to prepa® its grom an otss; cooun or: 31stMarch of ary year \ncase itis foliowing an accounting
Year which ends on raydifferent date. As this is against the le%l? ; we:lﬂ etnh,'i "' proposed to make i manc.!atory for all companies. '.°
Prepare theijr profit and loss 3cwun; for the previous year ending on 31s arch, for the purposes of working out "book profit for this
section.

This-amendment will take effect f

This amendment will take effect from st APril 1989 and will, accordingly. apply in relation to the assessment year 1989-90 and

subsequent years,

ustments are made to the m?t profit as shown in the profit and loss account. One such
pe reduced by the amount withdrawn from reserves or provisions, if any such amount is
anies havetaken advantage of this provision by reducing theirnet profit by the amount
deinthe sameyear itself, though the reserve when created was not added to the book
{ profit and consequently the quantum of tax payable gets reduced.

_Under the existing provisions certain adj
adjustment stipulates that the net profit is 10
creditedto the profit and loss account. Some comP
Withdrawn from the reserve created or provision ma
Proft. Such adjustments lead to undue lowering © :

With a view 1o counteract such a tax avoidance device, it is proposed to reduce the ‘book profit’ by the amount withdrawn from

reserves or provisions only in two situations. namely:-

() ifthe reserves have heen created or provisions have been mada before 1st April. 1988; or

ons have been made after 1st April, 1988 and have goneto increase the book profits in

(i) ifther . dor provisi
eserves have beencreatecorP 15J of the Income-tax Act, were applicable.

any year when the provisions of section 1 .
This amendment will take effect from 1st April, 1988 and will, accordingly, apply in relation to the assessment year 1988-89 and
subseguant years, { Clause 19]

EXTENSION OF DIRECT TAX LAWS TO THE STATE OF SIKKIM.

31 Hithero the . the Wealth-tax Act, 1957 and the Gift-tax Act, 1958, did not apply to the State of Sikkim. By a
notification of the égﬁ?:,;ﬁf cl;c :hL?as,1i\ﬁinistry of Home Affairs No. S.0. 1028 (E), dated 7th November, 1988 and the Central
Government's notification No. S.0. 148(E) dated 23rdFebruary, 1389 lssugd n pursuantthereto, the Income-tax Act, 1961, the Wealth-
fax Act, 1957 and the Gift-tax Act. 1958 have been extendedtothe State of Sikkim. The Income-tax Act has been extended with effect from
the 15t Apri. 1 989, i.e.fromthe a;sessment year 1989-90. The Wea]th-tax Act, 1957 has been extended with effect from 15t April, 1990 so
3510 apply to the net wealth of the residents of Sikkim, onthe valuation date of 3.1 st March, 1990 or theregf!er. The Gift-tax Act, 1958 has
been extended with effect from 1st April, 1990 s0 as to apply in respect of the gifts made by a person residing in the State of Sikkim onor
after ke ist day of Apri. 1989,

5 nviewof certain d fficulties pointed out by the Government of Sikkim and also to have uniformity inthe matter of extension of the three
dire:ot taclaws to Sikkim, it is proposed to ertend the Income-tax Act, 196110 the State of Sikkim from the 1st day of April, 1990 and will,
accordingly, apply i relation to the assessment year 199C-91 and subsequent years.

Any lawcorrespo g tothe Income-tax Act, 1961 which immediately before suchcommencement, was inforce in the state of Sikkim

; ' deemed neverto have ceased {o have effect in relation to the previous year beginning with 1st April, 1988 and ending with the 31st
-iren, 1984,

n the case of residents of Sikkim it is also proposed to exempt winnings from lotteries in respect of draws made pursuant to
" :Tments entered into between ihe State Government of Sikkim with organising agents of lotteries on or before the 28th day of
fu0iunry 1989, ( Clause 26 )

WEALTH-TAX.

i-Xemyziiot from wealth-tax of the right or interest in any annulty plan of the Life Insurance Corporation of India referred to
In section 80CCA of the Income-tax Act, 1961.

(%

wo rrhetne eietng provisions of section 80CCA of the Income-tax Act, any deposit made under the National Savings Scheme or
o ‘Mt e e 2Mect or o keep in force an annuity plan of the Lite Insurance Corporation of India (as the Central Government may
Clivy 3 deduction from the income of a taxpayer in the year of deposit or payment. There is a ceiling of rupees twenty

Eal L -

Tement year 1988-89 and rupees thirty thousand for the assessment year 1989-90 and subsequent yearswhichcan
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Qualify
Ins Or a deduction under this section. Under the Wealth-tax Act, whereas the ,; ht or i i i ns of the Life
Urance Corporation of India notified by the Central Government are taxable, the dr;gms,-,:z:,eéz,s:,;g ﬁ;’,’g,',:}%;’,’{,’;’;ysﬁeme are fully
or ing P Inorder o place both the above saving schemes of the Govemmem.ag Par. itis proposed to exempt fully from wealth-tax, the right
6rest of a taxpayer in any annuity plan of the Life Insurance Corporation of India feferred to in section 8OCCA of the Income-tax

: . i from 1st April, 1988 i .
198 This amendment will take effect retrospectively P and will, accor, dingly, apply in relation to the assessment year
8-89 and subsequent years.

[ Clause 27 ]
Exemption from wealth-tax of socleties registered under the s,

Cleties Registration Act, 1860.
33. Under the existing provisions of'saction 21AAof tht: hWeaR[!-tax Adt, inthe caseof an 5 ,

. - Un zr the Sociaties Registration Act, 18§O. 1“6“;38 t !-tax IS payable eithg, atthe noy
registered uncer benaeticialto revenue. Under section 1678 of the {ncome-tax Act, asog;j oty r
whicheveris mc;r :' uded from the purview of that section which provides f, y
Act, has been e

4 or taxation of fating 4 -
+e of rationalisation, it is proposed to exclude socisties registareq un:: SOciation of persons at the maximum marginal
rate. Asameasu ion 21AA of the Wealth-tax Act.

neasur " the Societies Registration Act, 1860 trom the
urview of the s ) il, 1989 and will, i

il This amendment will take effect from 1st Apri Wil accordingy, aPply in relation 1o tho assessment year 1989-90 and

subsequent years. 7

Ssociation of persons including a society
mgl rates or at the rate of three per cep:.,
€gistered under the Societies Registiation

EXPENDITURE TAX. [ Clause 29}
Enhancing the rate of tax,

isi i diture Tax Act, 1
sions of section 4 of the E)fpen . ta
34. Unqer thz;’ ,f:‘g hotel to which the Act applies. To discourage co
endm,"e,-,l,nfeu,: 'per cent. to twenty per cent..
ro

gment will take effect from 1st June, 1989.
men

X is chargeapyq
. at
NSPicuous cgn the rate o

sumptin 1€ Of ten per cent. of any chargeable
Mption, it is proposed to enhance the rate of
axpP

such &%

This a [ Clause 33
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CUSTOMS
(Effective from 1.3.1989 unless otherwise stated) Estimated net
revenue effectin
Tne proposals include the following - one full year (Rs.
in lakhs )

=y

. Continuance of the auxiliary duties of customs at the existing rates.
2. Increase in import duty for munacca black raisins to Rs. 35 per kg. (+) 100
3.(a) Increase in the rate of import duty on cinnamon from Rs. 20 per kg. to Rs. 20 per kg + 90% ad valorem and (+) 500

on cloves from Rs. 60 per kg. to Rs. 95 per kg.
(b) Tariff rates of customs duty are baing modified as under :-

tariff rate (Standard)

(i) Cinnamon Rs. 20 per kg. + 150% ad valorem
(i) Cloves Rs. 120 per kg.
(iif) Mutmeg & mace 150% ad valorem

(¢) The notifications providing effective rates under chapters 7,8 and 15 are being reissued to align the
descriptions with those in the tariff to the extent possible.

4. Merging of the additional customs duty on Alcohols with basic duty and increase in the basic duty to Rs. 20 per (+)
litre or 355% ad valorem whichever is higher.

75

5. Reduction in the rate of customs duty on Zinc Ash from 160% ad valorem (115% basic + 45% auxiliary) to Re. ) 262
5000 per MT (basic) + 30% ad valorem ( auxiliary).

6. increase in the basic customs duty by § percentage points on oleopine resin, )Nood pulp, waste paper, low ash (+) 3500
coal, N-paraffin, raw petroleum coke, horological raw material and coal tar pitch.

7. Reduction in basic customs duty on:

(a) X-ray phosphor imported for manufacture of X-ray intensifying screens from 70% to 45% ad valorem;, (-) 2

(b)  Silicon carbide and synthetic aluminium oxide including Zirconia aluminium oxide for the manufacture of () 130
grinding wheels and other abrasive products from 70% to 40% ad valorem;

(c)  Cubic boron nitride imported for manufacture of cutting tools and grinding wheels from  70% to 40% ad- () 60
valorem.

€. Increase in import duty on Ethylene dichloride (EDC) and Viny! chloride Monomor (VCM) for mapufaciure of PVC; (+) 218
specified olefins for the manufacture of oxoalcohols, Styrene monomer by 5 percentage points and
withdrawal of countervailing duty of customs exemptior on isopropy! alcohols.

Increase in basic customs duty on Benzene from existing nil rate to 25% ad valorem.
10. Reduction in impornt duty on:
(@) Two amino acids namely, L Lysine and DL Methionine from the existing 70% basic + 45% auxiliary + 15 % () 96
CVD (total 147.25%) 1o 25% Basic + 45% auxiliary + nil CVD (total 70%).
(b) Paraxylene from existing 75% (basic) + 45% (auxiliary) + nil CVD (total 120%) to 45% (basic) + 45% (-) 1620
(auxiliary) +nil CVD (total 90%) and to extend the validity of notification No. 251/86 -Cus dated 16-4-1986
unto 30-4-1990 which exempts CV Duty on imported paraxylene for manufacture of DMT/PTA.

11. Exemgtion from import duty in excess of 40% ad valorem (total) on Lyophiliser (freeze drier) to promote © %
Immunisation program qe.

9. (+) 143

12. 1. Exemption from import duty on:

. () 660
(a) Fifteen life saving drugs;
(b) Insulin crystals required for indigeneous manutacture of highly purified insulin (except CVD);
(c} Fitty three drug intermediates from the existing rate of duty of 115% to 90% ad valorem
(basic + auxiliary)
Il Deletion of vincristrine sulphate injection from item number 46 of sub- heading No. 9901.00 of
the Customs Tariff ;
13. Increase in the import duty on thre ifi i i i lof C i .
oy T ADOA po y e specified drug intermediates and withdrawal of CVD exemption on Negligible

4. Reduction in customs duty on Polycarbonates, Polyacetals. Polyphenyl Oxide (includi i
uc on . , ylene Oxide (including chemicall
moditied P.P.O.) from the existing level of 98% to 525 ad valoremy(Ft)otal) Y () 300

15. Restructuring the import duty on PVC  (suspension grade) from the il te of Rs. 2,0 i
ty prevailing rate of Rs. 2,000 per MT (basic
Pplus Rs. 2,000 per MT (auxiliary) to Rs. 1,000 per MT (basic ) + Rs. 3,000 per MT (auxiliary). ( ) (+) 509

16. Inc/rease in the basic customs duty on glazed newsprint from the existing rate of Rs. 550 per tonne to 30% ad ~ (+) 1220
valorem.
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Estimated nct
revenuc cffect
full year (Rs- i

17. Reduction in impon )
the existin port duty on graphic art fil
) g rates to 40% ( basic + auxilia ms, stareo tiongs, off set printin |
18. Exemption from ¢ ). g plates(pre sensitjsi lakhs)
g. Reduction i ustoms duty on plans. drawings and dess Sitisized) from
. nintha n .
120 o Exem n tha import duty on raw silk from 75% to 503 Sd (-) 20¢C
3 ption { °  ad valorem
Commiss;i °f:(:|r:dcgf;c:21}s< ::éy on raw wool 1o be imported by Khadi & Vi ) 150
b) Exempti i and Village industries B y Khadi & Village Industri
( whe:?puon from countervailing customs dut ! oards from whole of the duty. ries e 300
used in the manufacture of card clmh{ngn imported plain felt falling under he. d ) 80
) ading No,
. 5§6.02
’ -) 2

21. eduction in the import duty on low
A phospho
domestic prodution of low phosphorous :;g ons coke from 85% 10 20% ad valorem t
crease in the additional (countervailing) duty on iron and © encourage the
and steel i
toms ¢ 300

22.1n
ixation of
23.(8) ﬁoops and 33?9"; 2#;%’2;1?:%{:? in respect of co
g asis instead of adpﬁ'ug" as“’b& scrap, brass waste &
rem basis. e & scra
P and s;
teel

® :gc;ggf/oeairc\’ '\:‘aolos'awtc]"y ?anic customs duty
rem plus Rs. ra
p s. 5000 per tonne te on copper waste and scrap fr
om 100%
ad valo
rem

Textual amandments to the Fi
c é irst S
(© jine with the legal text of the Harm:r::gglg;,‘s’t'he Customs Tariff Act
em of Nome . 1975 (51
nclature of 1975)

. (o] H .
bring it in

ustoms duty on :
1s from Rs. 500 .
per MT (basic) + 5% (auxilia, i
d scrap from 35% (basic + auxiliary) t 2’V) e
0 20%

+) 1800
Negligible

Reduction inc
24 pyminium ingo -
aste an egligible
oncessions for export promotion:

25 eduction in customs duty on 74 specified machinery for the rubb
er and canva

(a) 40% from the existing rates;
* ore machinery 10 the existing lst of 10 machi
inery prescri .
bed with concession |
al dUty

ddl ion O' .
() ;:;r the textile sector.
N ssional duty of 40% on 10 specifi
(escribing concess i i i T moloory
automatic reeling machinery for mulberry a‘:df?e:stge Sicuiture sect
r silk indu ora
stry. nd on

ssional duty of 40% on machinery and

resC : isments These concessions components im

6- (8) { ol injectio” equip . o e estrict e units w

2 fuanufac uring Programme approved by the Department of Industri:Id Dtgvg;e units W:iCT‘a'? o ture of
opment ave phased ) 1600

auxiliary) A

Numinium w
(basic + auxiliary).

given

s foot
wear sector 1o “
- 200

) 500

©) 100

i iliary duty of 30%
concesswnal au;nhary t s on components of
moving machinery, fork fift trucks, | power transmissi
, locomotives etc ission g
- On which

(b pre ’inbi? qure of 82
any actur K . .
rmall™ istoms duty has peen prescribed in terms of notification No. 315/88-C ysStem imporneq
-Cu

concessio
nal
S dated the 1r§ttﬁ

D
tems of machinery 1o the existing list of the fo .
yof 40% ad valorem od processing sector so as to
machin i .
on nery for marine food processing sector from th
e eXiSting le
vel of

dd 3 items of machine isf
; J 1y to the list of items co
tion of certain existing entries fstof it ered by the exi

. Xisting

Prescribe
) 60
0

e customs duty
d valorem and alsotod
nd to amend the descrip
e °°“°955i°"a‘ duty of 40% ad valorem on machinery for manufact

. .| duty on outboard motors being all ure of fishnet

on concessiona ' . g slowsd o ba )

© Eans; fon 10 Fisherls® Cooperative Federation recognised by the concerlrr:\e%ogtea(: bé State Fisheries
e Government

cessional duty of 40% ad valorem on 12 specilied machinery /equi
'Pments for the
) 200

. Prescribing con
° developmenl of seed sactol. N
i iven for technologlcal u%gradauon :
i1q tool industry under the technological u _
pgradation schem
e by extending ) 80

9

concession 40% ad valorem on 34 specitied machinery.
p) Inclusion of the commercial tool room under the technological u :
(b) concessional duty of 40% ad valoremon 33 specified machinery ?gc;?x%g%%f ﬁ\heme by extending
Inclusion of 15 more items to the list of 21 items of machinery for the manut is sector;

rification for this scheme. nufacture of the machine tool

(o
(© sector under the existing no
machinery and textile machinery. .

(d) Extension of the concession 10 paper

1. Prescribing concessional duty of 50% ad valorem on 4 specified components for the ‘
manufacture of Hi

gh () 500

Pressure Sodium Vapour Lamps.
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32. Increase in countervailing customs duty on colour TV picture tube from Rs.600 to Rs.10"0 per tube.

33. Increase in import duty on specified raw material and piece parts required for the manufacture of electronic
componenis from the existing rate of 35% ad valorem and 50% ad valorem respectively to 40% ad valorem
and 60% ad valorem respectively,and enlarging the list of items eligible for concessional rate .

34. Increase in the rate of basic customs duty on paper capacitors from 60% to 100% ad valorem.
35. Reduction in import duty on:

(a) specilied raw materials required for the manufacture of optical communication cables from the
existing rates to 80% ad valorem.

(b) thirty five specified professional electronic equipments to 100% ad valorem from the existing
rates.

(c) one hundred and twelve specified machinery and equipments required by the electronic industry
from 60% to 40% ad valorem. Also prescribes 60% duty on 122 specified machines and
components of such machines.

(d) five specified machinery required for the manufacture of large scale and very large scale
integrated circuits (LSI/VLSI) from the existing rates to 15% ad valorem.

(e) diodes, transistors and other similar semiconductor devices in specified types of packages from
145% to 80% ad valorem.

36. Extension of existing concessional rate of import duty of 55% ad valorem applicable to parts imported by
auto ancillaries for the manufacture of specified components supplied for the manutacu{re of fuel efficient
motor vehicles to parts of additional components, namely Distributor Assembly, fuel / oil pumps.

37. Reduction in import duty on components required for the manufacture of specified instruments from the
existing rates to 60% ad valorem (total).

38. Prescribing concessional rate of duty of 40% ad valorem on 25 specified equipment for safety in chemical
industry and for environmental pollution control.

Measures relating to Capital goods:
39.(1) Reduction in import duty on :

(a) general machinery and general projects from the existing rate of 90% to 80% ad valorem_ and
corresponding reduction in import duty on components imported for the manufacture of machinery
by 10 percentage points.

(b) components of textile machinery and machine tools from the existing rate of €5% to 55% ad
valorem.

(c)  specified machinery/equipments for the hotel industry from 90% to 80% ad valorem
() Increase in the rate of import duty on :

(@) specified items of machinery from the existing concessional rates ranging from 25% to 35% ad
valorem to 40% ad valorem. This will cover the machinery for certain sectors like gem and
jewellery, leather garment and hosiery, silk, woollen, bicycles, tea, specified food packaging
machinery and technological upgradation of selected capital goods industry.

(b)  power projects of capacity 50 MW and below from 35% to 40% ad valorem and of capacity above 50
MW from 25% to 30% ad valorem

(c)  electronics project from 30% to 40% ad valorem.

(d)  prescribing a uniform rate of import duty of 60% ad valorem on specilied machinery and
components, which were hitherto having concessional rates of duty ranging from nil to 35% ad
valorem

(e)  Abolition of tarilf heading No. 98.06 of the First Schedule to the Customs Tariff Act, 1975 from a date
to be notified later.

40. Prescribing an import duty of 40% ad valorem on all types of infusion sets
The net effect of the proposals in a year Is as shown below :
(©)  Gain in revenue due to increase in import duties
(ii) Loss in revenue due to reduction in import duties
Net loss
(Clauses 34 and 35 of the Finance Bill)

Estimated nct
revenue cffect in onc

full ycar (Rs. in
lakhs)
(+) 2500
(+) 1100
(+) 50
() 1500
() 1100
(-) 400
(-) 200
() 100
(-} 300
(-) 1000
() 300
(-) 10000
Negligible
(+) 11706
() 23712
(-) 12006
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ABSTRACT
chapter No. Brief description . .
(Rs. in lakhs)
+) s -
g&9 Munacca black raisins, cinnamon & cloves 600 600
22 Alcohols - 75
26-29 Petroleum Products &Chemicals 3861 i >
30 Pharmaceutical products .’ -
39 Plastics oo 2 C
board & newsprint 1220
: ”, 1220
Silk - 2
-38
50 s Iron & steel oo :
&7 0
72 Machinery - B
g4 Electrical&Electronic goods sess 380 o
[0}
-150
82 Motor vehicle parts «
0 300
87 |nstruments = e
ject imports |
g0 Capital goods & proj N =
| -
&9 .
84 Others ; e
1170
° 2374 2
-12006

TOTAL
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UNION EXCISE DUTIES

1. ABBREVIATIONS

B Basic + Special ise dut Adv Ad valorem

asic + Special excise duty . Modified Vaj Tax
AST Additional duty in lieu of sales tax MODVAT Contral Exonn, :‘dded
AT&T Additional duty on textile and textile articles! CE
CET Schedule to the Central Excise Tariff Act,1985(5 of 1986)
2. All changes are effective from 1.3.1989 unless otherwise stated 2?;;':[“}‘3‘1 "C‘r;‘;l‘”::
The proposals include the following :- R In one y
A. General ' (Rs. in lakhs)

1. The schedules to the Central Excise Tariff Act, 1985 and the Additional Duties ofFEx?t'ze ;f:“:fm?"
Special Impertance) Act, 1957 are being amended vide clauses 36 .and 38 read' with 9‘; Duties and to
schedules of the Bill to give effect to the Budget proposals relating to the Union Excis aised without
rationalise some of the entries of the schedules. In some cases tariff rates are being r
changing the effective rates of duty.

2. Continuance of the levy of special excise duties at the existing rate.

Imported goods are exempted from the Special Excise Duty component for the purpose of additional
(countervailing) duty of customs.

B. Proposals involving changes in rates of duty, whether by amendment of tariff rates or by
notifications.

1. Increase in the rates of excise duty by 5% of the existing rates with suitable rounding off in respectof (+) 18567 (B)
the following commodities attracting specific rates of excise duty ; (+) 2558  (AST)

aerated water; cement; marble; Chlorine,Oxyg=n , Carbon dioxide, Ammonia, Acetylene; PU foam

and articles; treag u?bt;'er aang n}b%gr anicles;);gres. tubes and flaps; paper and paper board 8 articles  (4) 875 (AT&T)
thereo; silk yarn, flax yarn, ramie yarn, man-made fibres & yarns, blended yarrj.man-ma&de fabf'npsa

waste of fibre and yarns, other textile and textiles articles; glass & glassware; f:opger spegn ie

articles thereof, zinc & specified articles thereof, lead & specified articles thereof; refrigerators a"c;

conditioners, compressors: typewriters audioNvideo tape/cassettes; VCR/VCP, railway wagons an

body built motor vehicles. Tariff rates are also being revised in selected areas.

2. Reduction in excise duty rates on skimmed milk powder and condensed milk to 10% adv. from the ) 28 (B)
existing rates and withdrawal of full exemption to skimmed milk powder in one kg pack.
3. Reduction in excise duty rates on preparations of fish or meat in unit containers, cocoa butter, certain () 64 (B)

food preparations containing cocoa and preparations of tapioca and sago in unit containers from 15%
to 10% adv.

4. Exemptions to namkeens such as bhuijiya, chabena and to ready -to- cook- mixes namely, idli-mix, ) 70 (B)
dosa-mix, vada-mix, jalebi-mix and gulabjamun -mix.
5. Tariff rates of excise duty on sugar are being modified as under :

TARIFF RATES

Existing Proposed
(RUPEES PER QUINTAL)
Free sale sugar

Basic 24 45
Additional 36 45
Levy sugar
Basic 17 25
Additional 21 25
The present effective rates will continue. :
6. Increase in excise duty rate on molasses from Rs. 60 per tonne to Rs. 120 per tone and to increase the (+) 1140 (B)

credit of money for use of alcohols in the manufacture of chemicals from Rs. 258 per KL to Rs. 520 per
KL. Extension of the credit of money scheme to ethyl acrylate.
7. Existing excise duty rates of cigarettes rationalized/restructured as under: (+) 6565 (8)
Present rates Proposed rates (+) 3535 (AST)

(Basic + additional, per packet of 10's)
Non filter of length

(a) not exceeding 60 mm New slab Rs. 1.00
(b) exceeding 60 mm but not exceeding 70mm  Rs. 1.50 Rs. 1.60
Filter of length

(a) not exceeding 70 mm Rs. 2.00 Rs. 2.10
(b) exceeding 70 mm but not exceeding 75 mm Rs. 3.00 Rs. 3.75
(c) exceeding 75 mm but not exceeding 85 mm Rs. 4.00 Rs. 4.75

(0) exceeding 85 mm but not exceeding 100 mm  Rs. 6.00 Rs. 6.75
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8. Increase in excise duty rates o - I ye
> n pan masala containing tobacco from 25% to 30% ad val (Rs. in ar
gasz';::’“e‘:ok'ga::;g;:bawo and of which the value does not exceed Rs. 75 per kg from RSO;?)";Q'D:" (+) 800 2hs)
- : n masala not ining tobacco of which value e s rkg
Rs.20 por kg to As 40 per kg, containing xceeds Rs.75 per kg from (B)

9. Deletion of heading No. 22.04 of the Central Excise Tariff.

10.Increase in the tariff rate of cut tobacco from 10 pai ki
6 paise per kg to 225% adv. Effecti .
tobacco cleared for use in cigarettes kept at 10 paise per kg. ciive rate on cyt Segl'g'ble
11, Creation of a separate sub-heading No. 2404.60 so as to cover creamy snuff at 12% adv. rate ; *Oligible
CET and a separate sub-heading No. 2404.60 at NIL rate under the Additional Excise Duty Son Ihe
Special Importance) Act. (Goods of Negligible
12. a)PrOSC'iPi"g a concassiona} rate of Rs. 115 per tonne in respect of cement produced i L
( lants using vertical shajt kiln, subject to certain conditions ;(b) reduction in excise d'l"" mini cement )
P obs falling under Heading No 2505.00 from 12% to 10% adv. Y on granite 1004 B
13. Prescribing nil rate of duty for coal gas, water gas etc. falling under heading No. 27 05 of C
. . . . O
1 4 Creating single subheadings 2713.20,2714.10 & 2715.10 with duty rates of Rs. 160 =T ) s
. /- per tonne, (B)

The lollowing excise duty concessions namely :
ate of excise duty on naphtha used in the manufacture of 20 specified chemi Negligible
‘@micals .
Neg"gible

d and captively

|
15. fa)) ower

(b) full exemption 1o intermediate goods falling under Chapter 27 manufacture

consumgd e toke - ' .
ncessional rate rosene used in the manu acture of Linear Alky! Ben
@ g:emption 1o inlermediate goods produced and cleared for manufgcture"';"e (LAB)
@ chemicalsA . | |
hare presently available only to factories declared as refineries being extend
ich '
l;Idtfl"a(ions 1o all facto
m C

other specifieq

ries without any condition of declaring the factory as refineryed with some

i in the concessional rate of duty on naphtha f
. neous increase in th _ ] rom Rs. 30
(n Slmira\/anous orders in existence declaring petrochemical factories as refinp:rri:: v:?"RT. 60
er ki stand

“hdrawn {rom 10th March, 1989. | 1 s
witl ; rates on potassium chlorate from 15% advto a s ifi
in excisé duty po pecific rate of Rs. 5 per

16.Incred® (+) 300 (8)
kg- . ) .
g o't Liquid Nitrogen intended for use in processing and storing of semen for artificiaj (
{ -
17. ,Exem’,?natioﬂ urposes: | excise duty of 15% ad valoremon : ‘ 18 (B)
i . qariff rate of central excise auty : ~
18.presc” n pmides” falling under tariff sub-heading 2935.00 Nil
" n . .
(@) sulph® ndis salts” falling under rariff sub-heading 2939.10 and
«Quininé . . s
{b) OU'"' onts including those used |n.Ayurved|c, Unani, Siddha, Homoeopathic or biochemic
© v-l\Aedaczs":n falling under \ariff sub-heading 3003.30.
s)’steﬂ.1 e basic €X cise duty on synthetic organic dy./e stulfs, from 35% to 30% adv. ) 1900
19. Reducﬁon in 1% o duty rates on malches produced in various sectors.The rates will be:- (8)
guction if excls present rates Proposed rates () 1400 (B)
20.Re ( per gross boxes of 50 maiches each)
Rs. 5.85 Rs. 4.50
- ised seCt% Rs. 4.15 Rs. 3.00
(') mect}a; nised sector Rs.3.50 Rs. 2.50
:!f'))snin:ﬁechanised sector Rs.1.60 Rs.1.10
n - :
. ctor .
(iv) cottage S€ cise duty rates on feature films. (_) 400 @
-) 350 (B)

e
- son:
cise duty rate \heir frames and thresholds for doors from 20% adv. to 10% adv.

. , windows and A S
(a) plasii do;) rZted rooling sheets from 35% to 10% adv.
(b) PVC corrug ethane foam from Rs. 40 per kg to 40% adv. and to

i d scrap of flexible palyur i |
(c) wast_e-t ?:;‘Z?QSaf:nces o?the same to 10% of total production of flexible PU foam and
restric

. f. .
artiles thefos Iding powders of Phenol Formaldehyde, Melamine Formaldehyde and Urea

: e including mou
(d) resins 77 % adv. to 15% adv.

Formaldehyde, from 25% ; .
(e) pglryester resin and epoxide resin from 20% to 15% adv.
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23.(i) Fixation of specific excise duty rate of Rs. 15000 per tonne on PVC( paste and battery gra;ie) in
place of existing rate of 60% adv.

(i) Fixation of statutory basic duty rate of 60% adv. + Rs. 25 per kg for heading No. 39.04 of CET

24.Withdrawal of exemption in respect of specified articles of plastics falling within Chapter 39 of CET
and prescribing basic excise duty of 15% adv.on such articles. '

25. Reduction in excise duty on foam rubber lubricating pads which is requircd by the railways to 15%
adv.as against the existing rate of 60% adv. '

26. 1. Extension of full excise duty concession to those varieties of paper and paper board which
contain 75% of pulp from raw jute/mesta. The excise duty structure on paper laminates
rationalised.

1. Introduction of a taritt rate of 20% adv.for sub- heading Nos. 4802.10,4804.11 and 4804 21 and
to maintain the effective rate at * NIL' for bagasse based paper. ’

. Exemption to all the items falling under sub-heading 4817.00 ( envelopes, cards etc.) from whole
of the excise duty.

27.Exemption to jute yarn supplied to registered handloom co-operative societies, KV|C KVIBs, or
Government approved organisations, subject to certain conditions ' )

28. Prescribing uniform rate of Rs. 8.35 per kg (total) on Viscose Staple fibre.
29.Reduction in the excise duty rates on PPSF from Rs. 8.30 per kg to Rs. 5 per kg (total).

30.Exemption from whole of the excise duties in respect of covered rubber yarn faliin

und i
No. 56.04 and spandex yarn falling under heading No. 56.06. 9 er Headmg

31.Prescribing separate sub- heading for narrow woven fabrics of silk, wool, cotton and man made textil
material under heading No. 58.06 in the First Schedule to CET Act, 1985, and inclusion of this new s S
heading in the Schedule to the Additional Duties of Excise (Goods of Special Importance) Act 195u7
with nil rate of duty. Corresponding changes would also be made in the Central Sales Tax At‘:t '

32.Exemption from whole of the excise duty for wrapper cloth falling under Chapter 59 of CET

33. Exemption to “chindies" of coated, laminated and impregnated fabrics falling under heading No. 59,03
from whole of the duty of excise leviable under the Additional Duties of Excise (Goods of épeéial
Importance) Act, 1957.

34.Prescribing uniform rate of duty on round mesh mosquito nets irrespective of its classific
Chapter 52, Chapter 58 and Chapter 60 of CET.

35.Exemption from whole of the excise duty in respect of synthetic shoddy blankets of value upto Rs. 60
per sq.mtr., falling under Chapter 63 of CET, and to make minor amendment in notification No 55}37
CE, daled the 1st March, 1987 relating to towels. ) )

ation under

36.Exemption to plaster of paris moulds and refractory containers (saggars) from whole of

. X the exci
duty for captive consumption. xcise

37.Exemption to ceramic - tableware, kitchenware, other household articles and toilet articles other than
of porcelain or china from whole of the excise duty.

38. Exemption to imitation jeweliery from whole of the excise duty.
39. Increase in excise duty rates on :
(1) Iron and steel items other than stainless steel
(a) pig iron and certain products of iron from Rs. 80 per tonne to Rs. 200 per tonne.
(b) ingots, semi-finished products and waste and scrap from Rs. 365 per tonne to Rs. 5
tonne. )
(c) plates and universal plates from Rs. 385 per tonne to Rs. 600 per tonne.
(d) hot-rolled flat products not exceeding 5 mm in thickness such as sheets, strips, flats
' ' , ete. f
Rs. 500 per tonne to Rs. 700 per tonne. P rom
(e) hot-rolled flat products other than alloy steel exceeding 5 mm in thickness such as strips, flats
etc. from Rs. 365 per tonne or Rs. 385 per tonne to Rs. 500 per tonne. ' '

(f) hot-rolled flat products of alloy steel exceeding Smm in thickness from the existi
600 per tonne. e existing rates to Rs.

00 per

cslimated net revenue
cffect in one full year

(Rs. in lakhs)
Negligible
(+) 100 8
) 185 (8
) 500 (8
Negligible
() 50 (8)
(+) 1240 (8)
(+) 160 (AT&T)
) 20 ®
(-) 3 (AT&T)
) 25 (8)
Negligible
-} 12 (8)
Negligible
9) 25  (AST)
) 75 (8)
) 3 (B)
) 5 (B)
) 2 (B)
(+) 15000 (B)
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estimag

cd ne

. tr

effect in one f\:;]vcnuc
Year

s like sheets. strips, fl
ps. flats, etc. from Rs. 715 per tonne to R
S. 900 per
(Rs. in
- In lakhs)

(g) cold-rolled flat product
tonne.
(h) ::::-rolled products plated of coated with zinc from Rs. 935 per t
. -rolled products pla(ed or coated with tin from Rs. 970 onne to Rs. 1200 per ¢
(i) Mlat-rolled products of silicon-eleclrical steel from Rs. 715l:>er tonne to Rs. 1200 pe ; tonre and
(k) bars and rods, angles: <hapes and sections, wire etc "oper tonne to Rs. 900 pe r tonne.
tonne. . m Rs. 365 per tonne tc’r;‘onne,
() rails and sleepers (cross-ties) used for railway tracks from R s. 500 per
tonne. s. 190 per tonne to R
(m) seamless tu S. 250 per
(n) forgings and
castings and
Stainless steel
products. waste and scrap, bars and rods, angle
. s, shapes and sects
tions,

1]
¢ )(p ingots. semi-ﬁnished c
hot-rolled flat products and “pattis™ and “pattas” from the exi
xisting rates
to Rs. 100
: 0 per

tonne.
cold-rolled flat products from Rs. 715 per tonne to Rs. 1500
es from Rs. 385 per tonne to Rs 100poer tonne.
: per tonne.

qa) i
t() seamless {ubes and PP _
castings and cast articles. forgings and forged articles from the
existing rate
s to Rs. 150
’ 0 per

bes and pipes from Rs. 385 pertonne to Rs. 6
¢° « of steel from the existing ,a(esot‘; 7;; tggge_
- per tonne.

forged articles
cast articles of steel from the existing rates to Rs. 600
: per tonne.

wire,

tonne-
rease in excise duty ©7 :
(+) 5000

40. InC
. - m ingols, bars and rods (including wire rods) etc. from 18% ad
6 adv. to 20% ad
e and scrap. powders and flakes and certain p:od e adv. + Rs. 2500
o from 20% adv. to 30% adv. pioducts like aluminium
um circes n lhlckn_ess of a °Ia ve 0.56 mm but not abo v. 10 35% adv
(d) 25, adv. and o° " inium foil from 15% 10 25% adv. ve 2 mm from 18% ad
. . ]
30% e [ods etC: produced py secondary manufacturers availi v. t
5. 9500 per tonne. ing of MODVAT credit {
. . |
[ use in the electrolytic process for manufactur rom
e of aluminiu
m and

(B)

containers

(o]

minium
) aluminV™e a0 10 30% 39 o ycise dut
0o excise auly on cenrtain i
statutory 12t : in items of i
e and vessels and other floating structures for hreakiingon and steel, coppe
’ up. ’ r,

a llances an i
g PP a machlnely and compressors intended
d tobe (-)
150

of rtsz"SJeral.I lo) n h
| ld n wa
ing wagons for transport of perishables and food
or dairy ®)

- n 10 P2 - .
Al '|On edp a ‘nClUdmg inc
ive type of coolers from 35% to 15% ad
> adv.
)

s used in the jute industr
y from 159
5% to 10% adv. ) ?2 ®)
(B)

a0 2
.ReduClIO f (cis duty on cnrcular loo
43 e s fro 10% to 157
/o 5% adv. and deletion of computers from
ro (+) 400 B
m (B)

on
A.Reducu i exclsé duty rates 0N computer
e exemption gcheme.
on T.V. sets and pict
picture tubes. The new effective rates ar
e: (+) 12
400

| features :
(B)

ise duty
ory rates © excis®.
46.Increase’ ?\3/“;6 rsyba 4 on function? e

colour wi remote control facility Rs. 2250 per set
Rs. 2500 per set
type ize upto 36 F:s' 4000 per set
ubes of screen siz cms. from the existing % r
ate to Rs.200

: per

g 36 cms from the present rate of Rs. 300 to Rs.50
: s.500

(c) plack & WThe exCis ure tube of su

s from Rs. 600 10 Rs. 1000 per tube.

(d) colour T
orm rate of 20% on all.typ.es of ra§io§. two-in-ones, cassette recorders etc
sets in view of the changes in (b) o (d) of item N.o, 46 (+) 1000 (B)
Negligible

47. Introduction of unif

48. (a) Refixation of exc excise dut
above, (b) withdrawal uty on electronic compon
rationalisation ©f duty structure ponents and (¢)

49.Reduction in the excise duty rate on
rates.

of the concessiond
on video lapes!cassettes.

high pressure sodium vapour lamps to 10% from the existing () 250
) (8)



estimated net revenue
ceffect in one full vear
(Rs. in lakhs)

50. Prescribing uniform rate of basic excise duty of 35% adv. or: all motor vehicles falling under heading (+) 10000 (8)
No. 87.03 of CET.
51.Increase in excise duty rates on : (+) 2630 (B)

(a) two-wheelers of engine capacity exceeding 50 cc but not exceeding 100 cc to 20% adv.
(b) two-wheelers of engine capacity exceeding 150 cc to 30% adv.

from the existing level.

52.Increase in the excise duty on watches and watch components from 2% to 5% adv. (+) 500 (B)
53.Exemption to certain non-wooden furniture from basic exeise duly in excess of 20% adv. (-) 400 (B)
54. Exemption to buttons and button blanks from the whole of the excise duty . () 5 (8)
55.Exemption to kerosene pressure lanterns and parts thereof from the whole of the excise duty. (-) a5 (8)
56.(a) Exemption to excisable goods ( some goods to which the Small Scale Exemption Scheme is (-) 50 (8)

presently applicable) manufactured by institutions employing physically or mentally
handicapped people and recognized as engaged in such activities by the Depariment of Social
Welfare.

(b) Extension of the scheme presently available for KVIC units to cover {urniture and all ceramic
products falling under Chapter 69 of CET.

57.0ther changes :

(a) Modification of the general small scale exemption scheme so as to (i) restrict the full exemption (+) 1500 (B)
limit of Rs. 30 lakhs only in a case where a unit manufactures goods falling under two or more
Chapters instead of two or more headings as at present (i) extend the concessions in respect of
goods manufactured by a SSI unit under the name of KVIQ/KVIB and (iii) the list of goods covered
by the notifications is being modified using the description given in the tariff, to the extent

possible.
(b) Extension of the concession under Small Scale Exemption Scheme to rubber solution. (-) 40 (B)
(c) Extension of the benefit of captive consumption of goods manufactured in one factory and Negligible
consumed in the other factory of production of the same manutacturer.
(d) Enlarging the scope of Small Scale Exemption Scheme in respect of tyres and restrict the (+) 50 (B)

exemption to certain specffied sizes of animal drawn vehicles tyres only, from whole of the excise

duty. : tiow  sch tak ect o
e vYelaling & W\ scale exempliow Lme e e ¥vom 1.4.198
Ss.km)ecr'ajé?:g‘ 1resCentral Sare\e Tax R&“ 1&956 as a consequential amendment on account o?’greauon of a K Nil

suparale sub-heading No.2404.60 of CET and the First Schedule to the Additional Duties of
Excise(Goods of Special Importance) Act,1957.

( Clauses 36,37,38 and 50 of the Finance Bill )

OTHER EXCISE DUTIES

Amendment relating to Medicinal and Toilet preparations (Excise Duties) Act, 1955

Under Article 268 of the Constitution, duties of excise on medicinal and toile? preparations containing alcohol or opium, Indian
hemp and other narcotic drugs and narcotics are levied by the Government of India but are collected by and assigned to the States
except in the case of Union territories.

By an amendment to the above Act, the existing specific rates of duties are being enhanced. There will, however, be no change in
the ad-valorem rates wherever applicable.

The revenue yield on account of these changes will accrue to the State Governments and the Union Territories.

(Clause 39 of the Bill)
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17
24
24
25
27
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84
85
87
91

Brief Description
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ABSTRACT

(+)

Revenue Effect
(Rs. irn lally)
)

(Net)

Indexation ota lsiz::ihc rated commodities 22000 162 22008
Food Prepar 000
Molasses ;:gg e
Cigarettes 1 e
Pan Masala 800 o o
Cement : o
Petroleum products 2
Chemicals 300 16 .
S.0. dye stuffs 1900 ;:

1400 00
Matches e
Cinematographic films o :

! 350 -4C0
Plastics 100 : 0
Rubber 8Tyres 50 12 250
Paper & pape! boa:d 500 153
Man-made fibres and yarns 1400 48 3%
Other textiles 162 352
speciﬁed arlicles of stoneware 2
and ceramic products o )
Gem & jewellery 0 °
fron & steel items 15000 ol
Aluminium . 5000 ro
Refrigeraling appliances &
evaporative coolers 170 e
Machinery 10 70
Electronic items 15800 250 o0
Motor vehicles 12630 12000
Wwatches & watch components 500 530
Other concessions 530 500
sSl| Scheme 1500 5%
TOTAL 86320 7102 79218

SUMMARY
CENTRE STATE TOTAL
Basic including special excise duty 39665 42453 2118
Additional excise duty (TTA) 1032 032
Additional excise duty (ST) 122 5946 soca
TOTAL 40819 38399 10218



.2 S.LIRRPS

INLAND AIR TRAVEL TAX

R is proposed 1o introduce a new tax, 1o be called as "INLAND AIR TRAVEL TAX",on inland air travel ata rate
of 10% of the total tare (excluding fuel surcharge and passenger service fee). The tax will come into force from a
date to be notified later.

This measure is expected to result in a revenue gain of Rs. 40 crores during the financial year 1989-90.

(Clauses 40 to 49 of the Finance Bill).

FOREIGN TRAVEL TAX

R iS proposed to revise the ates of - FOREIGN TRAVEL TAX -from the present 121 of Rs.100/50 per feygy 4
Rs. 300/ 150 per ticket with effect from a date to be notified later.

This is expected to result in a revenue gain of Rs. 45 crores during the financial year 1¢ 989-90.

(Clause 51 of the Finance Bill).

'\“,‘"3. _ff-\"""
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