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COMMENTARY ON 

IMPORTANT CHANGE 

A. DIRECT TAXES 
1. Income Tax Hates: 

a) Rates on person~l 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. 

b) 5% Drought Surcharge on Income above Rs.50,000 
withdrawn. However, an Employment Surcharge 
8% on Income above Rs. 50,000/- is proposed 
be levied w.e.f. Assessment ye~r 1990-91• 

2. Individuals/Salaried Employees; 

at 
to 

a) A new National Savings Certificate series VIII 
to be issued carrying interest of 12% • The 
existing NSC Series VI & VII are being 
discontinued. 

b) Contributions made by Individuals towards the 
Home Loan Account Scheme to qu~~lify tor deduc­
tion u/s 80-C of the Income Tax Act. This is 
a thrust towards mobilising funds for National 
Housing Bank. 

c) Capital Gains Exemption will also be 8Vailable 
now if the Net Consideration is invested in 
Bonds & Debentures issued by the National 
Housing Bank. 

d) Investments made in Natioa0l Housing Bank 
exempt from Wealth Tax subject to the overall 
ceiling of Rs. 5 lakhs. 
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e) The Standard Deduction hitherto available u/s 80-U 
for totally blind and physic~lly bandic~pped 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 emplo:t ees, it i~; proposed to amend the 
provisions of the Income· Te.:x t~ctr to provide a stDndnrd 
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 thv.t 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 so 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 comp~ny 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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4. Corporate Sector: 
a) A new scheme,to protect persons borrowing foreign 

<fUrrency from Public Fina.ncia.l Institutions, from 
Risk involved on account of Exchange Rate Fluctuation, 

0 

is proposed to be evolved by setting up Exchange Risk 
Administration Fund. The borrower will be required to 
pay a composite coet in form of Interest & Exchange 
Risk premium. 

b) Under ~ection 43-B, the meaning of "any sum payable" 
has been defined to mean any 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 several judgements given by 
Courts saying that amount payable in a particular year 
should also be statutorily payable during the year, 

c) A new section 44BBB has been introduced to compu.te 
profits & Gains of foreign companies engaged in business 
of Civil Construction, etc. in turn/key power projects 
approved by Central Government and funded by "International 
Aid Programme at 10% of the amount paid/payable to such 
assessee. 

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

e) Section 32-AB modified to be made applicable to only 
those items~ pl~nt 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 ar~s~ng to Venture 

Capital Companies on scle of sh~res of Venture Capital 
Undert.:Jkings, a deduction at the same rate as aveilable 
to Non,;corporate tax payers is permissible. 

g) Sec. 115J is being amended to provide that every assessee 
being a Company shr~ll 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 & III 
of Schedule VI to the Companies 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.-,operati ve societies 11 

local authority, Institutions, Associations or body. 

lb). Income in the hands of Non-Reoident Indi<'lns and Companies by 

way of winnings from Lotteries, cross-word puzzle~ 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 levi2ble in the above c~se. 

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

ASSESSMENT PROCEEDINGS 

alIt 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 Ye?.r 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. 



-5-
b} The ch~nge 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 Corpor;;tion of India 

referred to in Section 80 CCA of the Income Tax Act,1961 
f"rom .Wealth Tax with retrospective effect from. Assessmen 
year 1988-89. 

8 MISCELLtNEOUS 

a) Income Tax Act to be made applicRble to the stete of 
Sikkim from the lst day of April 1950 and will according 
apply in relation to the assessment year 1990-91 and 
subsequent yeBrs. 

b) In the case of residents of Sikkim, it is proposed to 
exempt winnings from lotteries in respect of dr~ws on 
or before the 28th February, 1989. 

c) In respect of any chergeable expenditure incurred in a 
hotel to which the Act applies, the rate of expenditure 
tax hAS been enh:;.nced from 10% to 20% • 



B. INDIRECT TAXES; 

a) 

b) 

c) 

d) 

Excise duty on Computers has been increased 

from 10% to 15% advalorem. 

Excise duty @ 35% to be applicable uniformly 

on all cars. 

Radios, Musical Systems to be levied a 

uniform Excise Duty of 

Excise on Two Wheelers 

Below 5Q cc 

50 cc - 100 cc 

100 cc - 150 cc 

Above 150 cc 

20% • 

is as follows: 

Rate@ 15% 

Rate @ 20% 

Rate @ 25% 

Rate @ 30% 

e) Excise duty on Television Sets to vary 

from Rs. 300 to Rs~ 4000 per set depending 

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 travel 

increased. New Airport Tax on domesti•' 

travel introduced @ 10% on the basic f3re. 

h) Excise duty is exempt for first 30 prints 

of fea.ture films. Reduction is als·o proposed 

on Excise duty on additional prints. 
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i) Import duty on capital goods ·has been rationalised. 

' Import duty on general projects and machinery 

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

concessional import duty on specified machinery 

increased to fixed 40% ad valorem from present 

rate of 25-35 % For certain specified items of 

machinery manufactured indigenously an intermediate 

level of duty at 60% ad valorem is proposed. 

j) Duty on Watches and Components increased from 

2% ad valorem to 5% ad valorem. 

k) Concession2l import duty for specified items of 

food processing and packaging machinery increased 

from 35% to 40% • 

1) Duty on Pig Iron to increase from Rs. 80 to Rs. 200 

per tonne. 

m) Excise duty on high pressure sodium vapour lamps 

reduced from 15% to 10% • FUrther a concessj,onal 

import duty of 50% on four specified inputs for 

the manufacture of such lamps is proposed. 

n) Certain concessions in Customs duty to specified 

Life Saving Drugs and drug intermediates is proposed. 

o) Excise duty on matches reduced. However, a duty 

increase proposed on Pottasium Chlorate, an essentie.l 

.raw material for manufacture of matches. 



Sir, 

Budget 1989·90 

Speech of 

Shri S.B.Chavan 
Minister of Finance 

28th February, 1989 

PART A 

I rise to present the Budget for the year 1989-90. The 
Budget is an ir.stiument for achieving the basic objectives 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 of 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 ir.itiatives 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 



2 

was laid on the Table of the House a few days ago, deals 
with the economic situation in some detail. I will only 
':\'i..~~\\~~'\ G. \~"N \<...~'{ ~\f\\S. 

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. I 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, GOP grew by 3.6 per cent. This commendable 
peiiormance in a year of drought has been followed by 
vigorous growth in the current year and we expect the GOP 
to grow by 9 per cent or more in real terms. Both the rate of 
growth of GOP in the drought year and the pace of recovery 
in the post-drought year, are significantly higher than those 
in earlier periods of drought. r may add that the average 
growth rate of GOP 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 
ef!terprise in fulfilling certain physical, financial and social 
objectives including resource generation, and of the 
Government, 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. I 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 I would be :.·:~iling in my 
duty if I do not also draw the attention of the He:·; .:o certain 
problem areas. 

1 o. One area that naeds more attention is the stimulatl'>n 
of savings and the containment of the budget deficit. We 
have always prided ourselves on being a nation with a high 
savings rate, and our culture has always emphas~sed the 
virtues of simple living and frugality. Budgetary pohcy ~~st 
reinforce these virtues of thrift both through pos1t1ve 
incentives to stimulate savings and through measures to 
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restrain luxury r.onsumption. I 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 fulfil 
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. I am drawing attention to the structure of the 
expenditure side of the Central Budget in order to 
emphasise that the exercise of due prudence is not merely a 
matter of economy instructions regarding staff or trave! or 
purchases. That is certainly important. But it is as important, 
in fact even more important, to considPr other items of 
expenditure like subsidies, grants and loans, many of which 
are embedded in specific sch?mes and programmes. We 
must ask ourselves whether we 8re getting value for money 
from these subsidies, schemes and programmes. In rnany 
cases the desired result coulci be achieved at a lesser cost 
by ~etter targetting, consolidation of multiple programmes. 
greater decentralisation linked to mobilisation of local 
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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. I 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 all.ocations 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 I 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 our 
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. I 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 bden over Rs. Ten thousand crores, 
including the term credit provided by the financial 
institutions. 

22. 1 am happy to inform the Hon'ble Members that under 
the twin programmes of employment generation for the rural 
poor, ··1iz., National Rural Employment Programme (NREP) 
and Rural Landless Employment Guarantee Programme 
(RLEGP), 67 crore mar,d2.ys of employment were generated 
during 1987-88 as against the target of 50 crore mandays. 

23. The present strategy of direct attack on rural poverty 
lh.r"ugh the ex1sting rc'ajlY prograrnmeJ of self-employment 
and war;e-employrnent wil! be continued and made more 
cost effective 

24. Employment is the :nost urgent need of cur people. 
Much of the employment g(Qwth w:il ~·orne irom growth in 
qgricu!':ure and in labour-intensive a~Jm-procc,ssing 
;ndustrtes a ... ,d services. However, a direct attar:k on th8 

;J•:;b!ern of unemployrrern is essenti::-"1. We, 
1 erei.-:rG,~}!'Ctr'~se to give a special thrust to all c·i:':'::<:Jnmes 

;_;t '3m;J 1(l,rlir:nt generation. It is propost-Yi to 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 unemploym8nt 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 
modGrn 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 allow fuller employment 
opportunities to at least one member of each family living 
oelow the poverty line. The funds for this scheme will be in 
addition to the provision available to the district under the 
NREP and RLEGP Programmes. These funds will be 
merged and locally useful ~chemes 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 

Pnsure substantial improvement in living standards of the 
poor and an increase in the productive and S'Jcially useful 
assets in these areas. The details of the programme will be 

announced later. The provision for this new programrr1e will 
be Rs.500 crores !n 1989-90. Including this, the provis;cn for 
employment programm8s will be r~s.1711 crores in 
1989-90 I propose to cover the cost of the new programme 

basically by mobilising additional resources from those who 
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already have substantial incomes and the benefit of gainful 
employment. I 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. 1 therefore propose a new programme tor 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 our 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 I 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 incr~ase the flow of credit to agriculture, the target for 
direct finance to agriculture by Public Sector banks, which 
was raised last year from 16 per cent to 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 I have referred to earlier will add to the funds 
available for these purposes. in State Plans. My hope is that 
this will help in en~uring better utilisation of aid funds and 
quicker completion of projects. 

36. The rapid growth in incomes in our rural economy will 
require r.ot 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 
apricultural 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 
objective 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 fiscal incentives to provide a 
greater stimulus to these industries. 

Housing 
38. The Government attaches very high priority to 

housing. 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 1Jf 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 hel"!lthy 
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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 wil: 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 1 0 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 y€ars, 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. 
I will propose certain tax concessions for these savings. 

Industrial Development 
41. Let me now tum to the industrial sector. 1 have referred 

to the good performance of the industry and infrastructure 
sector. We believe that the changes with regard to industrial 
licensing, price and distribution controls and trade polic}' 
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 
21.01 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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crores in foreign exchange during 1988-89. India has thus 
emerged not only self-sufficient in aluminium metal b_ut will 
generate exportable surplus in the years ahead. In ~1ew of 
this the Government has decided to decontrol the pnce and 
distribution of aluminium with effect from 1st March, 1989. 

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. I 
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, if 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. I 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, 
indtJstrial 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 be 
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 . ..-~d to encourage 
and stimulate potentially sick units w 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. 

ott.er Areas 
48. Let me now turn to couple of other areas where 1 

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 to 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 
be worked out and necessary legislation will be introduced 

soon. 

50. I 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. 1 
am happy to report to the House th&t the Indira Vikas Patra, 
introduced in 1986 and the Kisan Vikas Patra introduced in 
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1988 are attracting a substantial volume of savings. These 
two savings instruments do not carry any-tax concessions. I 
propose to introduce a new National Savings Certificate 
Series VIII which will carry an interest rate of 12 per cent and 
will be eligible for tax concession under Section 80C but not 
under Section SOL. The existing National Savings 
Certificates Series VI and VII will be discontinued. This is 

- part of the process of rationalisation of savings incentives. 

51. I am conscious of the need to pro_tect 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. As the Hon'ble Members are aware, this Government 
has, in the recent past, taken various measures to. help 
pensioners. The Government is keen to ensure that pension 
and pensionary benefits are san~tioned 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. I also propose some fiscal relief on family pensions 
and a new savings scheme for retiring Government 
employees with certain tax concessions which 1 will revert to 
later. 



18 

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 free'dom fighters to Rs. 750 as a mark of the nation's 
gratitude. 

55. 1 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 As. 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.1 00 
crores. Provision of certain facilities in Punjab necessitated 
by security considerations has·cost As. 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 qnd 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"'Pian 
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.SOO crores for new economic 
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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 
~pproved 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 C~ntral 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. I 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 I of 
Visakhapatnam Steel Plant, the Aluminium Complex of 
NALCO in Orissa, the gas based fertilizer plants at Bijaipur, 
Aonla, Namrup Ill, 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 beJJl <$~--.... _ 

provided in the Annual Plan 1989-90 for prCJ."!{i[\~~e~ : - , _ 
schemes and projects of on-going nature whic~.WO~ 6~ 1 ~· l-~~~ 

~,.~t .... ••-
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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.1 0,850 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 qringing 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 effectivenes:; .in our expenditure on defence. 
My colleagues in the Mi.JJiStrY .of Defence have already 
introduced a number of measures to improve the cost 
effectiveness of such expenditure. Keeping this in view I 
have provided for a sum of Rs.13000 crores for Defence 
during the coming year. I 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 a·re 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 ttJan 
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 
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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 payment 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. 
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76. I now tum to my tax proposals for 1989-90. 

77. For most people taxation is vexation. I will only say that we 
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 I have outlined earlier. More specificallY 
the proposals are oriented to the following ends: 

promoting productive employment, 

protecting the consumption s~andards 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 i 989-90. 
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7_9. Now I 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 I 
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, I 
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. 1 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. I 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 1 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 
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income above Rs. 56,000/- per annum. The revenue effect of 
this surcharge will be Rs.500 crores. I have no doubt that the 
House will welcome this socially progressive measure. 

84. With a view to curbing conspicuous consumption, I 
propose to enhance the rate of expenditure tax under the 
Expenditur~ Tax Act, 1987, as applicable to certain hotels, from 
1 0 per cent to 20 per cent. This will yield an additional 
Rs.30 crores. 

85. I 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. Necessary 
legislation in this regard has been passed and the National 
Housing Bank has become operational. In order to help the 
National Housing Bank mobilise resources in its nascent stage, I 
propose to provide that the deposits made in the Home Loan 
Account Scheme of the National Housing Bank as weli as tiir;; 
repayment of housing loan taken from the Bank will qualify tor 
deduction provided under section SOC 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 will now 
get a tax concession under section 54E on capital gains if the 
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. I, 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 inv~stment opportunities with a good post-tax return. With this 



28· 

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, I 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. I 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 1 funds which provide 
assistance to new entrepreneurs. In order to extend fiscal 
support to these funds, I 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, I now propose to extend the Income-tax Act, 1961 to 
Sikkim only from the assessment year 1990-9,1. 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. I 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.ln doing so, t 
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 ~han 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 spe~ duties were fixed 
originally. There has to be a sy~~m whereby all specific rates-are 
revised upwards periodically keeping in view price increases. I 
propose to make a beginning in this regard in this Budget by 
increasing the e .. ing specific duty rates of a substantial 
number of commodities by a modest five per cent of current rates 

.. with suita9Ji.rounding off. 1 hasten to add that I have taken care to 
ensure ttiafhems 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. 
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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 commodities which are charged to excise 
duty at specific rates and which would call for a higher rate of 
adjustment than what has b~en proposed in general. I now 
come to my proposals in regard to these commodities. 

99. In the case of iron and steel, the spedfic rates of duty have 
not been changed significantly for over a decade now. As a 
revenue raising measure, I 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, I propose to increase the duty 
to Rs.SOO per tonne. The duty on certain hot rolled flat products 
such as sheets, strips, etc. is proposed to be raised from Rs.soo 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. 

1 00. 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 displ)tes, I propose to levy a uniform rate of duty of Rs.soo 
per tonne on steel forgings and Rs.600 per tonne on steel 
castings. 

101. In the case of stainless steel where the duty incidence is 

rather low, I propose to raise the duty on ingots, semi-finished 

products and hot rolled pr .. ,ducts from the existing rates to 

Rs.1 000 per tonne and on certain cold rolled products from 

As. 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. 

1 04. No Finance Minister can resist the temptation of looking 
to smokers of cigarettes for augmenting excise revenue. I must 
confess that I, like most of my predecessors, readily submitted to 
this temptation. 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. I 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.1 01 crores. 

105. Having revised the duty structure on cigarettes, I would 
not like users of pan masala to feel aggrieve9 that they have been 
let down. I 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.1 0 and Rs.20 per kg. to Rs.20 and 
Rs.40 per kg. respectively. Simultaneously, 1 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, 
1 feel, molasses can bear a higher incidence of duty than at 
present. I accordingly propose to increase the excise duty on 
molasses from Rs.60 to Rs.120 per tonne. I propose to increase 
suitably the credit of money that is presently available when 
alcohol is used in the manufacture of cherhicals.lt is estimated 
that this measure will yield additional excise revenue to the tune 

of Rs.11 crores. 
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1 07. I have a couple of proposals relating to travel tax. 

108. At present, Foreign Travel Tax is being levied at the rate 
of Rs.SO per ticket for travel to neighbouring countries and Rs.1 oo 
per ticket in respect of travel to other countries. These rates have 
not undergone any change since 1979. I propose to increase the 
aforesaid rates of tax to Rs.150 and Rs.300 respectively. 

109. As the House is aware, Government has invested 
~ubstantial 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 extra amount as tax for 
augmenting revenues. I intend to levy a new tax called Inland Air 
Travel Tax at 1 O% of the basic fare. However, I propose to exempt 
passengers paying air fare ir. foreign currency. There will also be 
a provision for exempting deserving special categories of 

passengers from this tax. 

11 o. 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, I 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% in, 
respect of such cars of engine capacity exceeding 1000 cc as 
against the rate of 35% for other cars. I feel fuel efficient cars have 
established themselves and there is no necessity to continue 
with the concessional rates any more. I 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 
As. 1 00 crores. 

113. Currently the excise duty on two wheelers of engine 
capacity not exceeding 100 cc is 15% and that on others, 25%. 1 
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propose to restructure the excise duty on two wheelers into a 
four tier regime. The rate of duty on two wheelers upto SOcc will 
remain at the present level of 15%. The duty on two wheelers 
between 50 and 1 00 cc is being raised from 15% to 20%. There is 
no change in the rate of excise duty of 25% on two wheele.rs 
between 1 00 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. I 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. I 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 imported for 

· manufacture of fuel injection equipment. The concessional rate 
would be available bnly 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. I 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 a 
greater stimulus to the process of indig.enisation. 

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 em and upto 36 em are completely exempted from 
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excise duty. While continuing the exemption for such sets, 1 
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 em attract excise duty of Rs.300 per set. I 

propose to increase this rate to Rs.SOO per set. 

120. As regards colour television sets, the present duty is 

Rs.1500 per set of assessable value upto Rs.SOOO and Rs.2000 
per set of assessable value more than Rs.SOOO. :his duty 
structure has led to some \ ~luation disputes. Some h1gh value 
sets have also entered the market.A review of the duty structure 
on colour television sets is therefore called for. I 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. I 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°/o or 20%. 

122. I propose to increase the excise duty on computers from 
10% to 15o/o ad V31orem. At the same time, computers are being 
taken out of the general scheme of exemption for the smal! scale 

sector. 

123. Presently. specified raw materials and piece parts 
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, 1 
propose to raise these rates to 40% and 60% respectively. 

124. These proposals relating to electronic items are 
~stim~ted to yield additional revenue to the tune of Rs.158 crores 
1n exc1se and Rs.36.5 crores in customs. 

1 25. I have some con':cs.sions in customs duty to annou 
!or tho electronics sector. In last year's Budget, a uniform rat:~~ 
lmp~rt duty of 1 ooo/o was provided to a large number of 
eqUJpments for telecommunication, satellite communicati 
dat·· somrnunication, television transf'TliS!:;ion and studio a0n~ 
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sound broadcasting. I propose to extend the concession to 35 
more specified equipments. 

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

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 %. 1 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. I 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 hart emphasised the importo.nce 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 brough; 
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, I propose to 
expand the list of machinery items attracting concessional 
duty. 

131. I propose to rationalise the import tariff of capital goods. 
The rate of import duty on general projects and machinery is 
being reduced from the existing 90o/o to BOo/o ad valorem. The rate 
of duty on components which is 15°/o below the rate applicable to 
the machinery would get correspondingly reduced. 
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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 unified 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. 

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, I 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. I 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 As.117 crores. 

136. As I have menti-.:med earlier in my speech, pricing and 
distribution of aluminium is being decontrolled with immediate 
effect. In this context, I propose to increase the excise duty .on 
aluminium ingots and wire-rods from the existing level of 18% to 

20% ad valorem plus As.2500 per tonne. Since MODVAT credit 

in regard to primary aluminium would be available for dutiable 

downstream products, I proJ:>ose 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 customf duty on aluminium scrap is being 
reduced from 30% to 15%. The net revenue yield from these 
measures will be Rs.50 crores. 
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137. There are certain commodities which attract a low rate of 
customs duty at present and these call for a review. I 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, I 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. I 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. I think the time has come when 
the watch industry can bear a higher duty. I propose to increase 
the rate to 5% ad valorem. This will result in a revenue gain of 
Rs.5 crores. 

140. I 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 and 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%. I 

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°/o. I 

propose to extend the concessional rate to a few more specified 
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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. I 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 provided 
for certain specified items of machinery for marine food sector. 1 
propose to further reduce the rate to 40% and enlarge the list by 

adding three more items of machinery for fishing. In addition, 1 

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 DevE!Iopment announced in September, 1988 relates to 

the reduction of import duty on machines and equipments used 

for seed production and processing and quality control for which 

technology upgradation is necessary. I propose to prescribe a 

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

machinery and equipments. 

146. In order to help improve the quality of poultry feed, 1 

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, I 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 hand/ooms for manufacture of fabrics other than 
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those used for jute sacks. I 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, I 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, I 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, 1 propose to make an 
exception in regard to availability of small sca'e 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 toss of Rs.5 crores 
of customs duty and Rs.B crores of excise duty.' 

152. On a review of the excise duty structure for the match 
industry, I 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. I propose to bring 
down the aforementioned rates to Rs.4.50, Rs.3.00, Rs.2.50 and 
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Rs.1 .1 0 per gross. Simultaneously, I 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 blending with 
cotton. However, with the increased availability of cotton this 
year, there is no further necessity to continue the concession. 1 
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 As. 14 crores. 

154. I 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%. 

1 propose to reduce the excise duty on synthetic organic dyestuffs 

from 35% to 30%. This proposal which will benefit this textile 
related industry involves a revenue loss of Rs.19 nores. 

157. Synthetic shoddy blankets of value upto As ·.!_)per square 

metre are being exempted from the whole of excise duty. 

158. i propose 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 As. 7 
crores • 
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159. In order to give relief to cement units using vertical shaft 
kiln, I propose to reduce the excise duty on cement manufactured 
by such units by Rs.1 00 per tonne from the general effective 
rate.This involves a revenue loss of Rs. 10 crores. 

160. As a step towards energy conservation, I propose to 
reduce the excise duty on high pressure sodium vapour lamps 
from 15% to 1 0%. Simultaneously, I propose to prescribe a 
concessional import duty of 50% on four specified inputs for the 
manufacture of such lamps. Thsse 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 piraey. · 1 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 
manufacturing 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. 1 propose to fully exempt 
such goods produced by these organisations. 

163. In order to promote safety in chemical industry and 
environmental control, 1 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% . 
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165. There are a few rationalisation and anti-evasion 
measures relating to customs and excise duties. 

166. Presently, petro-chemical factories are eligible for 
certain concessions including concessional excise duty on 
naphtha when they are declared as refineries. The present 
scheme has been reviewed and I propose to make available the 
concessions with certain modifications, without linking the 
concessions to the declaration of a factory as a refinery. 
Simultaneously, I propose to raise the concessional rate of duty 
on raw naphtha from Rs. 3? to Rs. so. per kl. "!"he orders declaring 
certain factories as refinenes are bemg rescmded. 

167. Small scale units are allowed complete exemption frorn 
excise duty upto a value of Rs.30 lakhs in case they manufacture 
goods fa:ling under more than one heading of the Central Excise 
Tariff. 1 propose to restructure the scheme so that the exernption 
upto Rs.30 lakhs is available only if the goods falling under more 

than one Chapter of the Central Excise Tariff are manufactured. 

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

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

170. Apart from the above proposals, I have proposed certain 

amendments in the Finance Bill seeking to effect changes in the 
excise and customs tariffs. These amendments are merel 

enabling provisions and have no revenue significance. Beside: 

there are proposals for amendment of some of the existin ' 

notifications. In order to save the time of the House, 1 do no~ 
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 and 
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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 As. 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 Articls 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 1 do not propose to make 
any changes in the advalorem rates, 1 propose to increase the 
specific rates by about 50o/o 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 I have just presented mark, in their 
totality, a qualitatively new t.age in our continuing quest for social 
justice. The new employment programme, which will expand 
overtime, is the people's own weapon in their struggle to usher in 
a society liberated from the shackles of poverty. The budget 
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proposals also reflect Government's strong commitment to self­
reliance. We are determin~ 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 a •. j 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. 

1 76. I 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 I 

PRELIMINARY 

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

5 (2) Save as otherwise provided in this Act, sections 2to 33 shall be deemed to have come into force 
on the 1st day of April, 1989. 

CHAPTER II 

RATES OF INCOME-TAX 

2. (1) Subject to the provisions of sub-sections (2) and (3), for the assessment year commenc~ng 
10 on the 1st day of April, 1989, income-tax shal! be charged at the rates specified in Part I of the Frrst 

Schedule and shall be increased,-

(a) in the cases to which Paragraphs A. 8, C and D of that Part apply, by a surcharge for purposes 
of the Union; and 

(b) in the case<; to which Paragraph E of that Part applies, by a surcharge, 

15 calculated in each case in the manner provided therein. 
(2) In the cases to which Sub-Paragraph I or Sub-Paragraph II of Paragraph A of Part I of the First 

Schedule applies, where the assessee has, in the previous year, any net agricultural income exceedrng 
six hundred rupees, in addition to total income, and the total income exceeds,-

20 

25 

30 

35 

(i) in a case to which the said Sub-Paragraph I applies, eighteen thousand rupees, and 

(ii) in a case to which the said Sub-Paragraph II 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 aiter,-

(i) in a Ci3Se to which the said Sub-Paragraph I applies, tile first eighteen thousand rupees, 
and 

(ii) in a case to which the said Sub-Paragrap.l II applies, the first twelve t'10usand rupees, 

of the total income but without being liable to tax], only for the purr'Jose 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 ne! agricultur<.l income sha~l be aggregated and th~ _am?unt 0~ 
income-tax shall be determined in respect of the aggregate rncome at tre rates ~pecrfred r_n Subh 
Paragraph I or, as !he case may be, Sub-Paragraph II of the sairl Paraaraph A, as rf sue 
aggregate income were the total income; 

(ii) the net agricullural income shall be increased,-

(A) in a case to which the said Sub-Paragraph I applie!'. by a sum of eighteen thousand 

rupees; and 
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(B) in a case to which the said Sub-Paragraph II 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 specified in Sub-Paragraph I or, as the case may be, Sub-Paragraph 11 of 
the said Paragr2ph A, as if the net agricultural income as so increased were the total income; 

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

Provided that the amount of income-tax so arrived at shall, in the case of every person having a total 

5 

income exceeding fifty thousand rupees, be increased by a surcharge lor purposes of the Union 10 

calculated at the rate of live per cent. of such income-tax and the sum so arrived at shall be the income-
tax in respect of the total income. 

(3) tn cases to which the provisions of Chapter XII or Chapter XII-A or sub-section (fA) of section 
161 or section.164 or section 164A or section 1678 of the Income-tax Act, 1961 (hereinafter ref erred to 43 of 1961 _ 
as the Income-tax Act) apply, theta,; chargeable shall be determioled as provided in that Chapter or that 15 
section, and with reference to the rates imposed by sub-section (1) or the rales as specified in that 
Chapter or section, as the case may be: 

Provided that in respect of any income chargeable to tax under section 1158 or section 1 1588 of the 
Income-Is,; Act, the income-tax computed under section 1158 or section 11588 shall be increased by a 
surcharge for purposes of the Union calculated at :he rate of live per cent. of such income-tax. 

(4)tn cases in which tax has to be deducted under sections 193, 194, 194A, 1948, 19488, 1940 and 
1gs of the Income-tax Act at the rates in force, the deduction shall be made at the rates specified in Part 
11 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 Part apply, by a 
surcharge for purposes of the Union; and 

(b) in the cases to which the provisions of sub-item (a) of ilem 2 of that Part apply, by a 
surcharge, 

calculated in each case in the manner provided therein. 

(5) In cases in which tax has robe ?_educted under section 194C of the Income-lax Act, the deduction 
shall be made at the rates spec1l1ed 1n that section and shall be increased by a surcharge 
tor purposes of the Un1on calculaled 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 at the rate specified in that section and shall be increased by a surcharge for purposes of 
the Union calculated at 11-te 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 section 132 of the Income-tax Act or charged under sub­
section (4) of section 172 or sub-seclion (2)of section 174 or section 175 or sub-section (2)of section 

176 of the said Act or deducted under sc,ction 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. at the rate or rales in force, such income-lax or, as the case may be, "advance tax· shall be so 
calculated, charged, deducted or computed at the rale or rates specified in Pari Ill of the First Schedule 
and shall be increased,-

(a) in the cases to which Paragraphs A, 8, C and D of that Pari apply, by a surcharge for purposes 
of the Union; and 

20 

25 

35 

40 

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

cafcufated in each case in the manner provided therein: 
45 

Provided that in cases !o whic~ the provisions of Chapter XII or Chapter XII-A or sub-section (1 A) of 
t'on 161 or section 164 or secl1on 164A or section 1678 of the Income-tax Act apply, "advance tax" 

secl 'h f t h · · · h shall be computed WI! re erence o t e rates 1m posed by th1s sub-sectiOn or t e rates as specified in that 
Chapter or section, as the case may be: 

Provided further that in respect of any income chargeable to tax under section 1158 of the Income-tax 
the "advance tax" computed under the first proviso shall be increased by a surcharge for purposes of 

~~·Union calculated at the rate of eight per cent. of such "advance tax". 

50 

(B) In the cas.es to which Sub-Paragraph lor Sub-Pa~agraph II of ~aragraph A of Part Ill of the First 
S hedufe applies, where th~ assessee has, 1n the prev1ous year or, 1f by v1rtue of any provision of the 55 

c me-tax Act, income-tax 1s to be charged in respect of the income of a period other than the previous !nco . 
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year, in such other period, any net agricultural income exceeding six hundred rupees, in addition to total 
income and the total income exceeds,-

(i) in a case to which the said Sub-Paragraph I applies, eighteen thousand rupees, and 

(ii) in a case to which the said Sub-Paragraph II applies, twelve thousand rupees, 

5 then, in calculating income-tax under the first proviso to sub-section (S)of section 132 of the Income-tax 
Act or in charging income-tax under sub-section (~)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) 
10 [that is to say, as if the net agricultural income were comprised in the total income alter,-

(i) in a case to which the said Sub-Paragraph I applies, the first eighteen thousand rupees, and 

(ii) in a case to which the said Sub-Paragraph II 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; 

15 and 
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25 
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(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 
specified in Sub-Paragraph I or, as the case may be, Sub-Paragraph II of the said Paragraph A, as 
if such aggregate income were the total income; 

(ii) the net agricultural income shall be increased,-

(AJ in a case to which the said Sub-Paragraph 1 applies, by a sum of eighteen thousand 
rupees; and 

(B) in a case to which the said Sub-Paragraph II applies, by a sum of twelve thousand 
rupees, 

and the amount of income-tax or "advance tax" shall be determined in respect of the net 
agricultural income as so increased at the rates specified in the said Sub-Paragraph I or, as the 
case may be, the said Sub-Paragraph II 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 (i) 
shall be reduced t..y the amount of income-tax or, as the case may be, "advance tax" determ1ned In 
accordance with sub-clause (ii)and the sum so arrived at shall be the income-tax or, as the case 
may be, "advaoce 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 a total income exceeding fifty thousand rupees, be increased by a surcharge lor ~urposes 
of the Union calculated at the rate of eight per cent. of such income-tax or, as the case may ~.e. advanc~ 
tax" and the sum so arrived at shall be the income-tax or, as the case may be, "advance tax '"respect 0 

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 the 
meaning of clause ( 18) of section 2 of the Income-tax Act, and includes a subsidiary of such 
company if the whole of the share capital of such subsidiary company has been held by the parent 
company or by its nominees throughout the previous year; 

(b)"domestic company" means an Indian company, or any other company which, in re~pecl of ~s 
income liable to income-tax under the Income-tax Act for the assessment year commenCing on 1 _e 
1st day ~I April, 1989, has made the prescribed arrangements for the declaration and payn~ent Wllh!n 
India of the dividends (including dividends on preference shares) payable out of such 1ncome In 
accordance with the provisions of section 194 of the Act; 

(c) "insurance commission" means any remuneration or reward, whether by way of commissi~n 
or otherwise, lor soliciting or procuring insurance business (including business relat;ng to 1 e 
continuance, renewal or revival of policies of insurance); 

(d)"investment company" means a company whose gross total income (as defined in section 808 

of the Income-tax Act) consists mainly of income which is chargeable under the heads "Income from 
house property", "Capital gains" and "Income from other sources" or of income by way of interest on 
securities; 

(e) "net agricultural income", in relation to a person, means the total amount of agricullu1ral 
income, from whatever source derived, of that person computed in accordance with the rues 
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 
income-tax free, or any secL•rity 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 manufactured, 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 
soB 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 to 
them in that Act. 

CHAPTER Ill 

DIRECT TAXES 

Income-tax 

5 

10 

3.ln section 2 of the Income-tax ~ct [as amen?ed by sect_ion 3 of the Direct Tax Laws (Amendment) 
Act, 1987], in clause (1A), the follow1ng ExplanatJonsha_ll be mserted at the end and shall be deemed to 
have been inserted with effect from the 1st day of Apnl, 1970, namely:-

15 

4 of 19ae. 

"Explanation.-For the removal of doubts, it is hereby declared that revenue derived from land shall 
· not include and shall be deen:ed never to have inclu~-~d any income arisiu~ from _the transfer of any 

land referred to in item (a) or 1tem (b) of sub-dause (ni)of clause (14)of th1s sect1on;". 
20 

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 borrow!ng foreign currency from such institution, provided the amount of such premium is 
credited by such institution to a fur.d specified under clause (23E). 25 

Explanation.-For the purposes of this clause,-

(iJ the expression "public financial institution" shall have the meaning assigned to it in section 
4A of the Companies Act, 1956; 

(ii) the expression "exch?n~e ris~ p~em!u~· means a premium paid by a person borrowing 
foreign currency from a public f1nanc1al mst1tut1on to cover the risk which may be borne by such 30 
institution on account of fluctuations in exchange rate of foreign currencies borrowed by such 
institution;"; 

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

"(i) by Government on deposits made by an emloyee of the Central Government or a State 
Government, in accordance with such scheme as the Central Government may, by notification· 
the Official Gazette, frame in this behalf, out of the moneys due to him on account of his retireme~~ 
whether on superannuation or otherwise;"; ' 

(c) after clause (230},the following clause shall be inserted, namely:-

'(23E) any income of such E>'change Risk Administration Fund set up by public financial 
institutions, either jointly or separately, as the Central Government may, by notification in the 
Official Gazette, specify in this behall: 

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

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;'; 

{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 lottery, the draw of which is held in 
pursu01nce of any agreement entered into on or before the 28th day of February, 1989 between the 
State Government of Sikkim and the organising agents of such lottery, where such person is 
resident in the State of Sikkim in any previous year. 

35 

40 

45 

50 

1 of 19ss 

1 of 1956. 



5 

Explanation. -For the purposes of this clause, a person shall be ;Jc.;,med to be resident in the 
State of Sikkim if he fulfils the requirements of clause (t)or clause (2) or clause (3)or clause (4) ol 
section 6, as the case may be, subject to the modifications that-

(ijreferences in those clauses to India shall be construed as relerences to the State of Sikkim; 
5 and 

10 

(ii) in sub-clause (i) ol 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 terce 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) lor the word and figure "Explanation 1 ", the word "Explanation" shall be substituted; 

(iii) Explanation 2 shall be omitted; 

(b) after clause (ii), the following clause shall be inserted, namely:-

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

6. In section 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 
20 by a company or an employerfor journey by the assessee from his residence to his office or ot:1erplace 

of work, or from such office or place to his residence, shall not be regarded as a benef1t or amenity 
granted or provided to him free of cost or at con-::essional rate for the purposes of this sub­
clause.". 

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

25 (a) in sub-section {1), in clause (ii), the word "eligible"' shall be omitted with efiect from the 1st day 

30 
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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 of business of 
construction, manufacture or production of any article or thing specified in ihe list in the Eleventh 
Schedule."; 

(e) in sub-section (5A),-

(i) lor the words "scheme and", the words "scheme or" shall be substituted and shall be 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 
eflect from the 1st day oi April, 1987, namely:-

"Explanation.- For the removal of doubts, it is hereby declared that nothing contain~d in ~h!s 
sub-~ection shall aflectthe operation of the provisions of sub-section (5AA) or sub-sect1on (o} 1n 
relat1on to any withdrawals made from the deposit account eithe· before or after the exp,ry of a 
period of five years from the date of deposit."; 

(f) after sub-section (SA), the following sub-section shall be inserted and shall be deemed to 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, is 
withdrawn during any previous year by the assessee in the circumstance specified in clause (a)o~ 
clause (d) of sub-section (SA), the whole of such amount shall be deemed to be the profits an 
gains of business or profession of that previous year and shall accordingly be chargeable to 
income-tax as the income of that previous year, as if the business had not closed or, as the case may 
be, the firm had not been dissolved."; 

(g) in sub-section (58), the word "eligible" shall be omitted with eflect frt'm the 1st day of April, 
1991; 

(h) in sub-section (6), after the words "closure of the account", the brackets. words. letters an~ 
figure "(in circumstances other than the circumstances specified in clauses (b). (c) and (e) of sub 
section (SA))" shall be inserted and shall be deemed to have been inserted with effect from the 1st day 
of April, 1987. 
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8. I~ section 36 of the Income-tax Act, in sub-section (1}, alter clause (ix}and the provisos thereto, the 

follow1ng 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 1 o. 

Explanation. -For the purposes of this clause, "public financial institution" shall have the meaning 5 
assigned to it in section 4A of the Companies Act, 1956.'. 

9. In section 438 of the Income-tax Act [as amended by section 15 of the Direct Tax Laws 
(Amendment) Act, 1987, and section 12 qf the Finance Act, 1988),-

(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 in clause (b), be 10 
allowed unless such sum has actually been paid in cash or by issue of a cheque or draft or by any 
other mode on or before the due date as defined in the Explanation below clause (va) of sub­
section (1 )of section 36, and where such payment has been made otherwise than in cash, the sum 
has been realised within fifteen days from the due date."; 

(b) alter Explanation 1, the following Explanation shall be inserted and shall be deemed to have 15 
been inserted with effect from the 1st day of April, 1984, namely:-

'Explanation 2.-For the purposes of clause (a), as in force at all mat.erial times, "any sum 
payable" means a sum for which the assessee incurred liability in the prev1ous year even though 
such sum might not have been payable within that year under the relevant law.'; 

(c) Explanation 2 and Explanation 3 shall be renumbered as Explanation 3 and Explanation 4 20 
respectively. 

10. Alter section 4488A of the Income-tax Act, the following section shall be inserted with effect from 
the 1st day of April, 1990, namely:-

'44888. Notwithstanding anything to the contrary contained in se~ti.ons 28 to 4.4AA, in the c~se of 
an assessee, being a foreign company, engaged in the business of CIVII.constructl~n or~he bus1ness 25 
of erection of plant or machinery or testing or commissioning thereof, 1n conn~ct1on wrth a turnkey 
power project approved by the Central Government in this behalf and fmanced under .any 
international aid programme, a sum equal to ten percent. of the amount paid or payable (whether rn or 
out of India) to the said asseo;see or to any person on his behalf on account of such civil construction, 
erection, testing or commissioning shall be deemed to be the profits and gains of such business 30 
chargeable to tax under the head "Profits and gains of business or profession".'. 

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

(i) in clause (b),-

(a) after sub-clause (i), the following sub-clause shall be inserted, namely:- 35 

"(ia) in respect of long-term capital g·ain so arrived at relating to equity shares of venture 
cap1tal undertakings,-

(A) in the case of a company, other than venture capital company, thirty per cent. ot tn&o 
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 40 
excess of ten thousand rupees; 

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

(b) in s.ub-clause (ii), in the opening portion, for the words "other capital assets", the words, 
brackets, f1gures and letter "capital assets (other than capital assets referred to in sub-clauses (i) 45 
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 undertakings or, If 50 
the cirumstances so require, by way of advancing loans to such undertakings, and is approved 
by the Central Government in this behalf; 

1 ol1956. 
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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 
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, alter clause (d), the 
following clause shall be inserted with ettect I rom the 1st day of April, 1990, namely:-

"(e) in a case where the original asset is transferred alter the 31st day of March, 1989, any ot·the 
assets specified in clauses (c)and (d) and such debentures or bonds issued by the National Housing 

15 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.". 

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) i~ t~e case of income in the nature of family pension, a deduction of a sum equal to thirty-three 
20 and one-th1rd 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 
payable by the employer to a person belonging to the family of an employee in the event of his 
death;'. 

Amendment 
of section 
54 E. 

Amendment 
of section 
57. 

14. In section SOC of the Income-tax Act, in sub-section (2), in clause (h), with ettect from the 1st day Amendment 
25 of April, 1990,- of section 

soc. 

30 

35 

40 

(a) alter 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 Otticial Gazette, specify in this behall;"; 

. (b) in sub-clause (ii) , in item (c), alter sub-item (3), the following sub-iteni shall be inserted, 
namely:-

"(3A) the National Housing Bank, or". 

15. In section 80CC of the Income-tax Act, with ettect from the 1st day of April, 1990,-
(i) in sub-section (1), for the words and figures "section 10 if such fund subscribes", the words and 

figures "section 10 or units issued under any scheme of the Unit Trust of lndi~ established under 
section 3 of the Unit Trust of India Act 1963 if the amol!nt of subscription to any units, issued by the 
Mutual Fund or, as the case may be the Unit,Trust of India under such scheme, is subscribed" shall be 
substituted; ' 

(ii) in sub-section (3), in clause (a).-

(a) in sub-clause (ii), in the proviso, the word ·or" sh'311 be inserted at the end; 

(b) alter sub-clause (ii), as so amended, the following sub-clause shall be inserted, 
namely:-

"(iia) a hospital; or". 
16. Alter section 80J of the Income-tax Act the following section shall be inserted with effect from the 

45 1st day of April, 1990, namely:- ' 

50 

55 

·~oJJ. Where the gross total income of an ·assessee includes any prof!ts and gains derived from 
bus1ne~s of poultry farming, there shall be allowed, in computing t~e totalmcome of the _assessee, a 
deduction from such profits and gains of an amount equal to th1rty-three and one-th1rd per cent. 
thereof.". 

17. In section SOU of the Income-tax Act, with ettect from the 1st day of April, 1990,­

(a) in sub-section (1 ),-

(i) in clause (i1), the word "or" shall be inserted at the end; 

(ii) after clause (ii), tht3 following clause shall be inserted, namely:- . . 
"(iii) is subject to mental retardation to the extent spec_ified in the rul~s made m !hi~ beha_ll by 

the Board, and which has the effect of reducing substantially h1s capacity to engage In a gainful 
employment or occupation,"; 

Amendment 
of section 
SOCC. 

Insertion of 
new section 
SOJJ. 

Deduction in 
respect of 
profits and 
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Amendment 
of section 
sou. 
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(tii) 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) alter clause (b), the following clause shall be inserted, namely:-

"(c) in a case referred to in clause (iii), ": certificate as to the mental retardation from a 5 
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.". 

18. In section 115Bofthe Income-tax Act (as amended by section 31 of the Finance Act, 1988). in sub­
section (2), with effect from the 1st day of April, 1990,-

(a) for the words, figures and letters "the previous year relevant to the assessment year 
commencicg on the 1st day of April, 1989", the words, figures and letters "the previous years relevant 
to the assessment years commencing on the 1st day of April, 1989 and the 1st day of April, 1990" shall 
be substituted; 

15 

(b) in the proviso, for the words "previous year", the words "previous years" shall be 
substituted. 20 

19. In section 1 1 SJ of the Income-tax Act,-

(~ after sub-section (1) and before the Explanation, the following sub-section shalt be inserted, 
namely:-

"(1A) Every assessee, being a company, shall, for the purposes of this section, prepare its profit 
and loss account for the relevant previous year in accordance with the provisions of Parts II and Ill of 
Schedule VI to the Companies Act, 1956."; 

(ii) in the Explanation,-

(a) in the opening portion, for the words and figures "prepared in accordance wilh the provisions 
of Parts It and Ill of the Sixth Schedule to the Companies Act, 1956", the words, bracket~ figure and 
letter "prepared under sub-section (1Af' shall be substituted; ' 

(b) in clause (i). for the words "profit and loss account; or", the following shall be substituted and 
shall be deemed to have been substituted with effect from the 1st day of April, 1988, namely:-

"profit and loss account: 

Provided that, _where this section is appli~able to an assessee in any previous year (including 
the relevant prevtous year), the amount wtthdrawn from reserves created or provisions made 
after the 1st day of ~pril, 1988 shall not be reduced fro~ t~e book profit unless the book profit of 
such year has been Increased by those reserves or provtstons (out of which the said amount was 
withdrawn) under this Explanation; or". 

25 

30 

35 

26 of 19E 

1 of 1956. 

1 of 1956. 

20. In section 153 of the Income-tax Act [as amended by section 59 of the Direct Tax Laws 
(Amendment) Act, 1987]. in sub-section (1), the following proviso shall be inserted at the end 
namely:- ' 40 4 of 1988. 

~Provided that in respect of a return filed under_sub-section (4) or sub-section (S)ol section 139, 
whtch relates to the assessment year commenctng _on t~e 1st day of April, 1988, or any earlier 
assessment year, no order of asessment referre? tom_ th1s su~-section shall be made at any time 
after the expiry of one year from the end of the fmanctal year m which such return is filed.·. 45 

21. In section 192 of the Income-tax Act, with effect f;om the 1st day of June, 1989,-

(a) in sub-section (J:A), for the words "public sector undertaking", the words "company, co­
operative society, local authorily, University, institution, association or body" shall be substituted; 

(b) after sub-section (2A), the following Explanation shall be inserted, namely:-

'Explanation.-For "the purposes of this sub-section, "University" means a ~ni~en~ity 50 
established or incorporated by or under a Central, State o~ Pr~vincial Act, and incltrde~ an t_nstttutton 
declared under section 3 of the University Grants Commtsston Act, 1956 to be a Untvers1ty for the 3 of 1956 
purposes of that Act.'. 
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22. In section 193 of the Income-tax Act, with ellec;t 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; 

(b) in the proviso, in clause (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, the following Explanation shall be inserted, namely:-

'Explanation.~or the purposes of this section, where any income by way of interest on 
securities 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 shall be deemed to be credit of such income to the account of the payee and the provisions 
of this section shall apply accordingly.'. 

Amendment 
of section 
193. 

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

(i) in clause (a), alter the words "an order passed", the words, ligures and letters "on or before or 263. 
15 alter the 1st day of June, 1988," shall be inserted and shall be deemed to have been inserted with effect 

from the 1st day of June, 1988; 

(ii) _in clause (b), lor the word "includes", the words "shall include and shall be deemed always to 
have mcluded" shall be substituted 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 aher the 
1st day of June, 1988" shall be inserted and shall be deemed to have been inserted with effect from 
the 1st day of June, 1988; 

(b) alter the words "shall extend" the words "and shall be deemed always to have extended" 
25 shall be inserted and shall be deem~d to have been inserted with effect from the 1st day of June, 

1988. 

24. In section 2B5B of the Income-tax Act, the words "as employee or otherwise" shall be omitted with :rs:~~:ent 
effect from the 1st day of June, 19B9. 285a. 

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:-

35 

(a) in section BOA, in sub-section (3), after the figures and letter "80J", the words, figures and letters 
"or section BOJJ" shall be inserted; 

(b) in section BOP, in sub-section (3),-

(i) alter the words, figures and lel!er "or sectioro BOJ", the words, figures and letters "or section 
BOJJ" shall be inserted; ' 

(ii) for the words, ligures and leiter "and section BOJ", the words, ligures and letters "section BOJ 
and section BOJJ" shall be substituted. 

26. Notwithstanding anything contained in the notification of the Government of India in the Ministry of 
Ho~~ Aflairs,_N_o.S.0.1 02B(E), dated the 7th November, 19BB, and the notification of the Government of 

40 lnd1a I!' the M101stry of Finance (Department of Revenue), No. S.O. 14B(E), dated the 23rd February, 
19B9 1n so far as it relates to the commencement of the Income-tax Act, 1961 in the State of Sikkim,the 
prov!sions of the Income-tax Act, 1961 shall come into force in the State of Sikkim with effect from the 
prev1ous ye_ar relevant to the assessment year commencing on the 1st day of April, 1990, and ~ny law 
~orrespondmg to the Income-tax Act, 1961 which, immediately before such commencement, was 1n force 

45 1n the State of Slc.kim shall be deemed never to have ceased to have effect in relation to the previous year 
beginning with !he 1st day of April, 19B8 and ending withthe31stdayol March, 1999, and shall continue 
to be in fore~:~ lor the purposes of the levy, assessment and collection of income-tax or lor the purpose of 
imposing any penalty or for any other purpose whatsoever connected with, or incidental to, any of the 
purposes aforesaid, under such law. 

50 
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Wealth-tax 

27. In section 5 of the Wealth-tax Act, 1957 (hereinafter referred to as the Wealth-tax Act),­

(a) in sub-section (1),-

(i) alter clause (xxvb), the following clause shall be inserted and shall be deemed to have been 
inserted with effect from the 1st day of April, 19BB, namely:- · 

"(xxvc) the right or interest of the assessee in any annuity plan of the Life Insurance 

Conseqen· 
tialamend· 
ments. 

Application 
of the 
Income-tax 
Act to the 
State of 
Sikkim. 

Amendment 
of section 5. 



10 
(.;orporation referred to in clause (ii) of sub-section (1) of section 80CCA of the Income-tax 
Act;"; 

(ii) 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 Central 
Government or a State Government; 

5 

Amendment 
of section 
17A. 

Amendment 
of section 
21AA. 

Amendment 
of section 
25. 

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

(b) in sub-section (1A), after the brackets, figures and letter "(xx_viib},", the brackets, figures and 10 
letter "(xxviid)." shall be inserted with effect from the 1st day of Apnl, 1990. 

28. In section 17A of the Wealth-tax Act [as amended by section 140 of the Direct Tax Laws 
(Amendment) Act, 1987), in sub-section (1), for the proviso, the following proviso shall be substituted, 
namely:-

"Provided that,-

(a) where the net wealth ~as first assessable in the assessment year commencing on the 1st 
day of April, 1987, or any earlier assessment year, 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 1st 
day of April, 1988, such assessment may be made on or before the 31st day of March, 1992 .•. 

29. In section 21 AA of the Wealth-.tax Act, in sub-sectio~ (~}.after ~he w~rds "or co-operative society• 
the words and figures •or society r~g1stered under th_e ~oc1et1es ~eg1strat1on Act, 1860 or under any Ia~ 
corresponding to that Act in force 1n any part of lnd1a shall be mserted. 

30. In section 25 of the Wealth-tax Act, in sub-section (2), in the Explanarion,-

15 

20 

(i) in clause (a), after the words "an c;>rder passed", the words, figures and lette.rs "on or before or 
afterthe 1st day of June, 1988, • shall be 1nserted and shall be deemed to have been mserted with effect 25 
from the 1st day of June, 1988; 

(ii) in clause (b), for the word "includes", the words "shall include and shall be deemed always 1 
have included" shall be substituted and shall be deemed to have been substituted"with effect from lh~ 
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 aft lh 
1st day of June, 1988" shall be inserted and shall be deemed to have been inserted with eflec~[ro e 
the 1st day of June, 1988; m 

(b) after the words "shall extend", the words "an~ shall be deemed always to have extend • 
shall be inserted and shall be deemed to have been mserted with effect from the 1st day 1 J ed 35 
1988. 0 une, 

Gift-tax 

53of 1 
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Amendment 31. In section 16A of the Gill-tax Act, 1958 (hereinafter referred to as the Gift-tax Act) (as a 
of section section 172 of the Direct Tax Laws (Amendment) Act, 1987], in sub-section (1),- mended by 18 or 1 c 
t6A. 40 • 

Amendment 
of section 
24. 

(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 we_re first assessable in the assessment year commencin on th 
of April, 1987, or any earlier assessment year, such assessment may be made ~nor b 9 1st day 
31st day of March, 1991; eforethe 45 

(b) where the gills were first assessable in the assessment year commencin h 
of April, 1988, such assessment may be made on or before the 31st day of M~r~~.1 1 ~~~~-~ay 

32. In section 24 of the Gill-tax Act, in sub-section (2), in the Explanation,-

(i) in clause (a), after the words "an order passed", the words, figures and letters "on orb 
after the 1st day of June, 1988,"shall be inserted and shall be deemed 10 have been insert d . elora or 50 
from the 1st day of June, 1988; e Wllhelfect 

(1i) !n clause (b), fOI" the word "includes", the words "shall include and shall be deemed 1 
have Included" shall be substituted and shall be deemed to have been substituted with Allee': f~ays to 
1stdayofJuna, 1988; om the 55 

4of 19E 
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11 
(iii) in clause (c),-

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

5 (b) al~er the words "shall extend", the words •and shall be deemed always to have extended" 
sh2ll be mserted and shall be deemed to have been inserted with effect from the 1st day of June 
1988 • 

Expenditure-tax 

33. In section 4 of the Expenditure-tax Act, 1987, for the words "ten per cent.·. the words "twenty per Amendment 
10 cent.• shall be substituted with effect from the 1st day of June, 1989. of Act 35 of 1987. 

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; arid 

(b) shall, wi~h effect from such date as the Central Government may, by notification in the Official 
Gazette, appo1nt, 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 custc;>~s an amou!'lt equal to fifty per cent. of the value of the goods as determined in accordance with the 
prOVISions of sect1on 14 of the Customs Act, 1962 (hereinafter referred to as the Customs Act). 

. (2) Sub-sectio~ (1) shall cease to have effect after the 31st day of March, 1990, except as respects 
th1ngs done or om1tted 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 (1) shall be in addition to any duties of 
customs chargeable on such goods under the Customs Act, or any other law for the time being in 
force. 

(4) The provisions of the Customs Act and the rules and regulations made thereunder, including 
those relating to refunds and exemption's from duties, shall, as far as may be, apply in relation to the levy 

30 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 Act or 
those rules and regulations, as the case may be. 

Excise 

Amendment 
of Act 51 of 
1975. 
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duties of 
customs. 

Amendment 
36. The Central Excise Tariff Act, 1985 (hereinafter referred to as the Central Excise Tariff Act), shall be of Act 5 of 

35 amended in the manner specified in the Fourth Schedule. t986. 

37. (1) In the case of goods chargeable with a duty of excise under the Central Excises and S~lt Act, 
1944 (hereinafter referred to as the Central Excises Act), as amended from time to time, read w1th any 
notification for the time being in force issued by the Central Government in relation to the duty 50 

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

or the additional duty under section 3 of the Customs Tariff Act, already paid on the raw matenal or 
component parts used in the production or manufacture of such goods), there shall be levied and collected 
a special duty of exci!.e 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 respects 
45 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. 

(3)The special duties of excise referred to in sub-section (1)shall be in addition'to any dut!es ?f excise 
chargeable on such goods under the Central Excises Act, or any .other law for the time bemg In force. 

(4) The provisions of the Central Excises Act, and the rules made thereunder, including those re!ati, 
50 to refunds and exemptions from duties, shall, as far as may be, apply in relation to the levy and.collect!on ~ 

the special duties of excise leviable under this section in respect of any goorls as they apply 1n relatiO~h 0 

the levy and collection of the duties of excise on such goods under that Act or those rules, as e 
case may be. 

special 
duties of 
excise. 
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38. The Additional Duties of Excise (Goods of Special Importance) Act, 1957 (hereinafter referred to 
as the Additional Duties of Excise Act), shall be amended in the manner specified in the Filth 
Schedule. 

39. The Medicinal and Toilet Preparations (Excise Duties) Act, 1955, shall be 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) 11 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 ~Ia use (1 )of section 2 of the Aircraft Act, 1934, Which 
is used (whether exclusively or not) for the carnage of passengers; 

(c)"carrier" means the person or authority undertaking the carriage of a passenger on an inl 
journey and includes any agent, representative or other person acting on behalf of such perso~n~r 
authority; 

5 

10 

22or 
15 

(d) "fare" means the total amount of all charges of whatever nature (including charges, if any f 
provision of food or accommodalio_n) payable to the carrier by or on behalf of a passenger in res~e~~ 
of his inland journey, but does not mclude,- 20 

Inland air 
travel tax. 

Rounding oil 
of inland air 
travel tax. 

(i) fuel surcharge, if any, pc>yable, and 

(ii) tee, if any, payable for the amenities given to the passengers and visitors at any 
aerodrome; 

(e) "inland journey", in relation to a passenger, means his journey from any aerodrome on bo d .,5 any aircraft to another aerodrome; ar " 

(f) "passenger" means any person boarding, at any aerodrome, an aircraft for performing an ·, 1 . . nand JOurney, but does not tnclude,-

(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 a se ~hrch 
journeys following, a journey to or from a place outside India on the same ticket; or rres of 30 

(ii) a person employed or engaged in any capacity on board the aircraft on the b . 
thereof. · usrness 

42. (1) With effect from the date of commencement of this Chapter, there shall be levied 
b k' · I d · h th f f h · · · on all passengers em_ ar .'"g on every 1m andJOUrnehy, ~I ered _e are 1ors)u c Jhourney ts pard in Indian currency 

a tax (hereafter'" thts Chapter re erre toast e tn an atr !rave tax all e rate of ten per cent of th 1 ' 35 
. . · e are pard by such passengers for every such Journey. 

Explanation.- When a passenger performs an inland journey ala concessional rate or with 1 b . 
charged any fare, the fare ordinarily payable for the journey shall, for the purposes of this s ou1. erng 

. ec ton, be 
deemed to have been pard by such passenger. 

(2) In accordance with the rules made under this Chapter, the Inland air traver tax shall be 
collected by the officers of customs appointed under the Customs Act, 1962, or the CentralE 1 
Officers appointed under the Central Excises and Sail Act, 1944, or such officers of the C xc se 

. entral 
Government or the Stale Government or the International Arrports Authority ollndla con 1'1 d 
under the International Airports Aut~orily Act, 1971, or !he National Airports Authority con:,;,~::d 
under the National Airports Authonly Act, 1985, ~r such carriers, as may be authorised In this 
behalf by the Central Government by notification In the Official Gazette and paid 
to the credit of the Central Government. 

40 

45 

43. In computing the inland air travel tax, wherever necessary, the tax leviable shall be rounded off to 
the nearest rupee, fifty paise and over being counted as one rupee and less than fifty paise being 50 
disregarded. 

52 of 
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44. Notwithstanding anything contained in this Chapter,lhe Central Government may, by notification in Power to 
the Official Gazette, and subjec: to such conditions and limitations as may be specified therein, exempt, exempt. 
wholly or to such extent as may be specified in the notification, any class Of classes of passengers or any 
category or categories of passengers under any such class from the payment of inland air travel tax if that 
Government is satisfied that it is necessary or expedient solo do, having regard to the place of destinatior., 
purposes of the journey &j.any other special circumstances. 

45. No carrier or other person in charge of an aircraft shall allow any passenger to board the aircraft ~~~~:~ers 
unless such passenger has paid the inland air travel tax. perminedto 

board aircraft 
wtthout 
payment of 
inlanda~r 
travel tax. 

46. (1) Every passenger who embarks or attempts to embark on an inland journey without paying the Penalties. 
tO inland air travel tax shall, in addition to his liability to pay the inland air travel tax, be liable to a penally 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 
section 45, allows any passenger or passengers to board the aircraft, shal! be liable to a penalty not 
exceeding three times the amount or the aggregate amount of the inland air travel tax payable by the 

15 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 specified in the rules made under this 
Chapter. 

47. No suit or other legal proceeding shall lie against the Central Government and no suit, prosecution Protection o 
20 or other legal proceeding shall lie against any officer of the Central Government or the State Government action taken 

or the International Airports Authority of India or the National Airports Authority referred to in sub-section in good fait!> 
(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 Power to 
25 the provisions of this Chapter. make rules . 

. (2) in particular, and without prejudice to the generality of the foregoing power, such rules may 
provtde for - · 

(a) the collection oft he 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 

30 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 shall be discharged, the manner 
In which the inland air travel tax, penalties or other sums due under this Chapter shall be 
payable, the manner In which the inland air travel tax, penalties or other sums shall be collected 
and paid to the credit of the Central Government and the procedure lor claiming refund of any 

35 amount paid under this Chapter; 

40 

45 

(b) the powers ol officers authorised under sub-section (2)of section 42to enter, inspect and . 
search any aircraft for the purpose of carrying on any duty imposed on such officer by or under thts 
Chapter: 

Provided that the provisions of the Code of Criminal Procedure, 1973, relating to s?arches, shall, );o 
far as they are applicable, apply in relation to searches under rules made under thts 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 be furnished for .the 
purposes of this Chapter, the persons or authorities by or to whom or which, and the intervals at whtch, 
such returns, particulars and information shall be furnished; 

(f) any other maller which is to be, or may be, provided for by rules under this Chapter. 
d Rutesa':Jd 

49. Every rule made under ihis Chapter and every noti!ication issued under section 44 shall be lai • as notillcabons 
soon as may be after it is made or issued, before each House of Parliament, while it is in session, for a tot~l to be latd 

. . . . . . 1 s ·ve sessions and tf before 50 penod of thtrly days which ma~ be compnsed tn one sesston or tn wo or more succe st • . ' Parliament. 
before the expiry of the session immediately following the session or the success!ve sessions aforesatd, 
both Houses agree in making any modification in the rule or notification or both Houses agree that the rule 
shl)uld not be made or the notilication should not be issued, the rule or notification shall thereafter have 
effect only in such modified :arm or be of no effect, as the case may be; so, however, that any such 

55 modification or annulment shall be without prejudice to the validity of anything previously done under that 

rule or notiftcation. 
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CHAPTER VI 
MISCELLANEOUS 

50. In section 14 of the Central Sales Tax Act, 1956,--

(a) in items (iia) and (vii), after the figures ·se.os:. 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 5 
2404.60" shall be substituted. 

51.1n sub-section (1)of section 35 of the Finance Act, 1979, wilh eft eel from such date as the Central 
Government may, by notification in the Official Gazette, appoint,-

(aJ in clause (i}, tor the words "one hundred rupees", the words "three hundred rupees" shall be 
substituted; 

{b) in clause (li), for the words " fifty rupees", the words "one hundred and fifty rupees" shall be 
substituted. 

Declaration under the Provisional Collection of Taxes Act, 1931 

It is hereby declared that it is expedient in the public interest that the provisions of 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. 

10 

15 

16ot1aa, 
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THE FIRST SCHEDULE ( 
(See section 2) 

PART I 

INCOME-TAX 

Paragraph A 

Sub-Paragraph I 

In the case of every individual or Hindu undivided family or unregis!ered firm or other association of persons or boc?Y of 
individuals, whether incorporated or not, or every artificial juridical person referred to in sub-clause (vii) of clause (31) of se_d10pn 2 
of the Income-tax Act, not being a case to which Sub-Paragraph II of this Paragraph or any other Paragraph of thiS art 

10 applies,-
Rates of income-tax 

15 

20 

(1) where the total income does not exceed As. 18,000 

(2) where the total income exceeds As. 18,000 but does not 
exceed As. 25,000 

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

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

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

Nil; 

25 per cent. of the amount by which the total income exceeds 
As. 18,000; 

As. 1, 750 plus 30 per cent. of the amount by which the total 
income exceeds As. 25,000; 

Rs. 9,250 plus 40 per c:Gn!. of the amouni by which the total 
income exceeds As. 50,000; 

As. 29,250 plus 50 per cent. of the amount by which the tota! 
income exceeds As. 1 ,00,000. 

Surcharge on income-tax 

The amount of .income-tax. computed in a~r?ance with the preceding provisions of this Sub-Paragraph shall, in t~ac~::~ 
every person hav1ng a total Income exceedmg fifty thousand rupees, be increased by a surcharge lor purposes 0 t 
calculated at the rate of live per cent. of such ir~come-tax: 

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

30 

35 

40 

Sub-Paragraph II 
I . . . . . . . mber whose total 

In the case o every Hmdu und1v1ded family wh1ch at any !1me dunng the previous year has at least one me. 9 ceeds 
income of the previous year relevant to the assessment year commencing on the 1st day of Apnl, 198 ex 
Rs.18,000,-

Rates of income-tax 

(1) where the total income does not exceed As. 12,000 

(2) where the total income exceeds As. 12,000 but does 
not exceed As. 20,000 

(3) where the total income exceeds Rs. 20,000 but does 
not exceed As. 40,000 

(4) where the total income exceeds Rs. 40,000 but does 
not exceed As. 60,000 

(5) where the lot.al income exceeds As. 60,000 but does 
not exceed As. 1 ,oo,ooo 

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

Nil· 
' 1 · me exceeds 

25 per cent. of the amount by which the tota mco 

As. 12,000; . h total 
Rs. 2,000 plus 30 per cent. of the amount by whiCh t 9 

income exceeds As. 20,000; t tal 
t by which the o 

As. 8,000 plus 40 per cent. of the amoun 

income exceeds Rs. 40,000; t tal 
As. 16,000 plus 50 per cent. of the amount by which the 0 

income exceeds Rs. 60,000; total 
t by which the 

Rs. 36,000 plus 55 per cent. of the amoun 
income exceeds Rs. 1,00,000. 

Surcharge on income-tax . h case of 
. h shall, 1n I e . 

The amount of .mcome-tax computed in accordance with the preceding provisions of this Sub-Paragrap es of the UniOn 
every person hav1ng a total income exceeding fifty thousand rupees, be increased by a !':urcharge lor purpos 

45 calculated at the rate of live 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-<>perative society,-

Rates of income-tax 
50 (1) where the total income does not exceed As. 10,000 15 per cent. of the total income; . h the total 

(2) where the total income exceeds As. 10,000 but does Rs. 1 ,500 plus 25 per cent. of the amount by whiC 
not exceed As. 20,000 income exceeds As. 1 0,000; . h the total 

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

15 
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Surcharge on income-tax 

The am~unt of inc~me-lax compu.ted ~n accordance with the p~eceding provisions of this Paragraph shall, in the case of.every 
person havmg a total1ncome exceed1ng fifty thousand rupees, be Increased by a surcharge for purposes of the Union ~lculated at 
the rate of five per cent. of such income-tax. 

Paragraph C 

Sub-Paragraph I 

In the case of every registered firm, not being a case to which Sub-Paragraph II of this Paragraph applies,­

RatP..~ of income-tax 

( 1) where the total income does not exceed Rs. 1 0,000 Nil; 

5 

(2) where the Ictal income exceeds Rs. 1 0,000 out does not 
exceed Rs. 25,000 

5 per cent. of the amount by which the total income exceeds 1 0 
Rs. 10,000; 

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

(4) where the total income exceeds Rs. 50,000 but does not 
exceed Rs. 1,00.000 

~s. 750 plus 7 per cent. of the amount by which the tot 1 
mcome exceeds Rs. 25,000; a 

~s. 2,500 plus 15 per cent. of the amount by which the 1 1 1 
1ncome exceeds Rs. 50,000; 0 a 

(5) whera !he total if"lrome exceeds Rs. 1,00,000 ~s. 10,000 plus 24 per cent. of the amount by which the 101 1 15 
mcome oxceeds Rs. 1.00,000. a 

Surcharge on income-tax 

The amount of income-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall in the 
e~ person having a total income exceeding fifty thousand rupees, be increased by a surcharge for purpos~s of thects~ of 

~~lculated at the rate of five per cent. of such income-tax. nton 20 

Sub-P(uagraph II 

In the case of every registe~ed firm whose total income incl~des income derived from a profession carried on by it and the inco 
• 1 ded is not less than f1f1y-one per cent. of such total mcome,- me so 1nc u 

Rates of income-tax 

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

(2 ) where the total income exceeds Rs. 10.000 but does not 4 per cent. of the amount by which the total income 9 
exceed Rs. 25,000 Rs. 10,000; xceeds 

25 

(3 ) where the total income exceeds Rs. 25,000 but does not ~s. 600 plus 7 per cent. of the amount by which th 1 
exceed Rs. 50,000 mcome exceeds Rs. 25,000; e otal 

(4 ) where the total income exceeds Rs. 50.000 but does not Rs. 2,350 plus 13 per cent. of the amount by which th 30 
exceed Rs. 1,00,000 mcome exceeds Rs. 50,000; e total 

(5 ) Where the total income exceeds Rs. 1,00,000 ~s. 8,850 plus 22 per cent. of the amount by which lh 
mcome exceeds Rs. 1,00,000. 9 total 

Surcharge on income-tax 
3s 

..... n amoun! of income-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall, in the case 0 
1 "" arson having a total income exceeding fifty thousand rupees, be Increased by a surcharge for purposes of the Uni f 

every! pted at the rate of five per cent. of such income-tax. on 
calcu a 

I (on -For the purposes of this Paragraph, "registered firm· includes an unregistered firm assessed as a regist eel . 
~~I· ~~ 

1 use (h) of section 183 of the Income-tax Act. · 
under ca 40 

h ase of every local authority,-
ln t e c 

h whole of the total income 
ont e 

Paragraph D 

Rate of income-tax 

50 percent. 

Surcharge on income-tat 

Unt of income-tax computed at the rate hereinbefore specified shall, in the case of every person having a total in..v. 
The amo be . b h f . ......me . fiftY thousa:-~d rupees, rncreased y a sure arge or purposes of the Unron calculated at the rate of five per cent f 

exceedrng . o 
. come-tax. 

such rn 

45 
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10 

15 

20 

In the case of a company,-

1. In the case of a domestic company ,-

17 

Paragraph E 

Rates of income-tax 

(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 

(ii) in any other case 

11. In the case of a company other !han a domestic company,­

(i) on so much of the total income as consists of-

(a) royalties received from Government or an Indian concern in 
pursuance of an agreement made by it with the Government or the Indian 
concern alter the 31st day of March, 1961 but before the 1st day of April, 
1976,or 

(b) lees lor 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 alter the 29th 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 

Sru-charge 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. 

25 The amount of inc?me-tax comp~tedin accordance with the provisions of item 1 of this Paragraph shall, in the case of every 
person having a totalmcome exceedmg fifty thousand rupees, be Increased by a surcharge calculated at the rate of five per cent. of 
such income-tax. 

PART II 

RATES FOR DEDUCflON OF TAX AT SOURCE IN CERTAIN CASES 

30 In every case in which under the provisions of sections 193, 194, 194A, 1946. 194BB, 1940 and 195 of the Income-tax Act, tax is 

35 

40 

45 

to be deducted at the rates in force, deduction shall be made from the income subject to deduction a! the following rates:-

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

(a) where the person is resident in India-

(i) on income by way of interest other than "Interest on securities" 

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

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

(iv) on income by way of insurance commission 

(v) on income by way of interest payable on-

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

(8) any debentures or other securities lor 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; 

Rate of income-tax 

10 per cent.; 

40 per cent.; 

40 per cent.; 

10 per cent.; 

1 o per cent.; 
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(vi) on any other income (~xcluding interest payable on a 
tax-tree security) 

(b) where the person is not resident in lndia­

(i) in the case of a non-resident Indian-

( A) on investment income and long-term capital gains 

(B j on income by way of interest payable on a lax-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 

20 per cent.; 

20 per cent.; 

15 per cent.; 

40 per cent.; 

40 per cent.; 

income-tax at 30 per cent. of the amount of income 
or 

income-tax in respect of the income at lh t 
·bed · s p e ra es prescrr rn ub· "ragraph I of Paragraph A f p rt Ill 

5 

10 

of this Schedule, it such income had be ~h a 1 
income, en e Iota. 15 

(ii) in-the case of any other person·· 

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

(IJ) on income by way of winnings from lotteries and 
crossword puz;ies 

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

fDJ on !he whelP of the o!hor income 

whichever is higher; 

15 per cent.: 

40 per cent 

40 per cent.; 

income-tax at 30 per cent. of the amount of income 
or 

20 

25 income-tax in respect of the income at the rates 
prescribed in Sub-Paragraph I of Paragraph A of Part Ill 
of this Schedule, if such rncome had been the total 
income, 

2. In the case of a company-

( a) where the company is a domestic r.ompany-

(i) on income by way ol interest o!her than "Interest on 
securi~i~~s· 

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

(iii) on income by way of winning'S from norse races 

(iv) on any other income (excluding mtcresl payable on tax­
free security) 

(b) where the company is not a domestic company-

whichever is h!gher; 

20 per cent.: 

40 per cent.; 

40 per cent.: 

21.5 per cent.; 

{i) on rncome by way of dividends payable by any domestic 25 per cent.; 
company 

(ii) on income by way of winror'lgs from lotteries and 40 per cent.; 
crossword puzzles 

(iii) on income by way of \'tinning;; from horse races 40 per cent.: 

(iv) on income by way of rnterest payable by Government or 25 per cent.; 
an lndran concern on rrooneys borrowed or debt incurred 
by Government or the Indian concern in foreign 
currency 

(v) on !nc~me by way of royally payable by Govornment or 
~n lndran co~cern rn pursuance of an aareement made by 
rt wrth tne Government or the Indian ~concern after the 
31st day of March. 1976, where such royalty is in 

30 per cent.; 

30 

35 

40 

45 

50 
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15 

20 
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consideration for th<:~ tr~nsfer of all or an~ rig~ts (including the 
granting of a licen,~e ) on respect of copynght on 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 

( ")on income by way of roy any [not being royally of the nature referred 
VI to in sub-item (b)(v)) payable by Government or an Indian concern 

in pursuance of an agreement made by it with the Government or the 
Indian concern and which has been approved by the Central 
Government,-

(vii) 

(AJ where the agreement is made after the 31st day of Ma~ch, 1961 ;;o per cent.: 
but before the 1st day of April, 1976 

(8) where the agreement is made after the 31st day of March, 30 per cent.: 
1976 

on income by way of fees for technical services payable by 
Government or an Indian concern in pursuance of an agreement 
made by it with the Government or the Indian concern and which 
has been approved by the Central Government-

( AI where the agreement is made after the 29th day of February, 50 per cent.: 
1964 but before the 1st day of April, 1976 

(B) where the agreen.ent is made after the 31st day of March, 30 per cent.: 
1976 

... ) n income by way of interest payable on a tax-free security 
(\'Ill 0 

44 per cent.: 

65 per cent. 
(ixl 

on any other income 

. -For the purposes of this Part. "investment income·, "long-term capital gains" and "non-resident Indian" shall 
£.xp/aflllll0n: s assigned to them in Chapter XII·A of the Income-tax Act. 

the meanrng 
25 have Surcharge on income-leu: 

30 

I . :>me-tax deducted in accordance with the provisions of­
mount o rnc 

The a . ( ) of rtem 1 of this Part shall be increased by a surcharge lor purposes of the Union and 
) sub-rtem a ' 

(a . ( ) of item 2 of this Part shall be increased by a surcharge, 
(b) sub-rtem a 

d at the rate of eight 
calculate 

per cent. of such income-tax. 

PART Ill 

AL("ULA11NG OR CHARGING INCOME-TAX IN CERTAIN CASES, DEDUCTING INCOME-TAX FROM INCOME 

RATES roR C CHARGEABLE UNDER THE HEAD "SALARIES" AND COMPlJllNG "ADVANCE TAX" 

. . me-tax has to be calculated under the first proviso to sub-section (5) of section 132 of the Income·· tax Act 
· whrch rnco · 2 · 176 In cases rn b- ectron (4 1 of section 172 or sub-sect ron ( ) of sectron 174 or section 175 or sub-section (2) of sectron 

or charged under sud scted under section 192 of the said Act from income chargeable under the head "Salaries" or in whrch the 
35 of the said Act or d~ u der Chapter XVII-C of the said Act has to be computed at the rate or rates in force, such income-tax or, as 

·advance tax" payabde unce tax" (not being "advance tax" in respect of any income chargeable to tax under Chapter XII or Chapter 
be ·a van . . as 

the case may '. (lA} of section 161 or sectrcn 164 c• ~ectron 164A or section 1678 of the Income-tax Act at the rates. 
XII-A or sub·sectron or section or surcharge on such "advance tax" in respect of any income chargeable to tax under sectron 

40 specified in that Cha~t~r d charged, deducted or computed at the following rate or rates:-
1158), shall be calcu a e ' 

Paragraph A 

Sub-Paragraph I 

individual or Hindu undivided family or unregistered firm or other association of persons or bo~y 0~ 
. In _the ,cas~ 0:,:~~Jorporated or not, or every ar@cial juridical person referred to in sub-clause (vii) of clause (31) 0: s~tr~nart 

45 rndrvrdua,s, w 91t Act not being a case to which Sub-Paragraph II of this Paragraph or any other Paragraph 0 1 I!. 
of the Income- ax • 
applies,-



20 

Rates of income-tax 

(1) where the total incomr> does no\ exceed Rs. 18,000 

(2) where the total income exceeds Rs. 1 8,000 but does not 
exceed Rs. 25,000 

Nil; 

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

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

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

(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 

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. 1 o 

Surcharge on income-tax 

The amovm o/ ir.corr.IJ131.' CCtT:fJ&1&di1 aV/JfddtJU' ;'1/h tho procedirlj pro'lisir;ns of I his Suh.Paragmph shall, in the case of 

e~ery person having a total i'lcome exceeding fifty thousa.f\d '"~""'·b.<>·'"'""''"=~ 'crj a surcharge lor purposes o! the Union 
~'6.\~~vd,~·.._,, ''"~ '1:'-"t.\·~'H~"\ ~'~''' ~Qo.'l; o:-~"'- ~\ -;:.\,;;t.c'(, ,nGOme-tax: 

~- """'"c~ ',':\:;,.~ r,c :.uc~, s·urcnarge shall be payable by a non-residen:. 

Sub-Paragraph If 

In the case ol every Hindu undivided f "I h" ·h . . . 
of the previous year rei I h ami y w H. at any lime dunng the previous year has at least one member whose total Income 

evan 10 1 e assessment year commencing on the 1st day of April, 1990 exceeds Rs. 18,000,-

(1 l where the tot 1 · 
Rates of income-tax 

15 

h a Income does not exceed As. 12,000 

(2) n~t =~~!~~ ~~~~ k~~~~ exceeds Rs. 12,000 but does 

(3) Where !he total inco 

Nil; 20 

exceed As. 40,oof:e exceeds Rs. 20,000 but does not 

(4) Where the total in 
exceed As. 60.0cg({'e exceeds As. 40,000 but does not 

(5) where the total inco 
exceed As. 1 .oo,o~~ exceeds As. 60,000 but does not 

(6) where the total income exceeds As. 1,00,000 

25 per cent. of the amount by which the total income exceeds 
As. 12,000; 

A~. 2,000 plus 30 per cent. of the amount by which the total 
Income exceeds· As. 20,000; 

A~. 8,000 plus 40 per cent. of the amount by which the total 
Jncome exceeds As. 40,000; 

A~. 16,000 plus 50 per cent. of the amount by which the total 
Income exceeds As. 60,000; 

As. 36,000 plus 55 per cent. of the amount by which the total 
income exceeds Rs. 1,00,000. 

Th Surcharge on income-tax 
8 amount of income 1 . 

every person hav· · ax computed 1n accordance with the preceding provisions of this Sub-Paragraph shall, in the case of 
calculated at the :~? a fto~al Income exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Union 

eo e1ght per cent. of such income-tax: 
Provided that n h 

o sue surchargt. shall be payable by a non-resident. 

Paragraph B 
In the case of 

every co-operative society,-
Rates of income-tax 

(1) where the 1 t 1 · 15 t f h 1 • 

25 

30 

35 

0 a Income does not exceed Rs. 10,000 per can · o I e Iota Jncome; 

!2l where the total income exceeds Rs 10 000 but does Rs: 1,500 plus 25 per cent. of the amount by which the total 40 not exceed As. 20,000 · ' 1ncome exceeds As. 1 d, 000; 

(3) where the total income exceeds As. 20.000 As. 4,000 plus 40 per cent. of the amount by which the total 
income exceeds As. 20,000. 

Surcharge on income-tax 

The amount of inc?me-tax computed in accordance with the preceding provisions of this Paragraph shall, in l~e case of every 4! 
person hav10g a total~ncome exceeding fifty thousand rupees, be increased by a surcharge for purposes of the Umon calculated at 
the rate of e1ght per cent. of such income-tax. 

Pa·agraph C 

SulrParagraph I 

In the case of every registered firm, not being a case :.>which Sub-Paragraph II of this Paragr;:oph applies,-
51 
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Rates of income·tQl: 

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

(2) where the total Income exceeds As. 10,000 but does 
not exceed As. 25,000 

(3) where the total income exceeds As. 25,000 but does 
not exceed As. 5o;ooo 

(4) where the total income exceeds As. 50,000 but does 
not exceed As. 1,00,000 

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

Nil; 
5 per cent. of the amount by which the total income exceeds 

As. 10,000; 

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

As. 2,500 plus 15 per cent. of the amount by which the total 
income exceeds As.SO,OOO; 

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

10 

20 

25 

Surcharge on income-tQl: 

The amount of income-tax_ computed in ~r~ance with the preceding provisions of this Sub-Paragraph shall, in the case of 
ry person having a totalmcome exceedmg fifty thousand rupees, be Increased by a surcharge for purposes of the Union 

eve 1 ted at the fate of eight per cent. of such income-tax. 
calcU a 

Sub-Paragraph 11 

h case of every registered firm whose total income includes income derived from a profession carried on by it and the income 
l_n t 9d d is not less than fihy-one per cent. of '!iuch total income,-

so 1nclu e 
Rates of income-tQl: 

(1) 

(2) 

where the total income does not exceed As. 10,000 

where the total income exceeds As. 10,000 but does 
not exceed As. 25,000 

the total income exceeds As. 25,000 but does 
(3) ~~.S~~ceed As. so,ooo 

the total income exceeds As. 50,000 but does 
(4) where A 1 oo ooo 

not exceed s. • • 
h total income exceeds As.1,00,000 

(5) where! e 

Nil; 

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

As: 600 plus 7 per cent. of the amount by which the total 
mcome exceeds As. 25,000; 

As: 2,350 plus 13 per cent. of the amount by which the total 
1ncome exceeds As. 50,000; 

As: 8,850 plus 22 per cent. of the amount by which the total 
mcome exceeds As. 1,00,000. 

Surcharge on income-tQl: 

I . come-tax computed in accordance with the preceding provisions of this Sub-Paragraph shall in the case of 
ount o 10 d" lift th d ' The am . 9 a total Income excee mg Y ousan rupees, be increased by a surcharge for purposes of the Union 

every person haVInt of eight per cent. of such income-tax. 
30 calculated at the ra e f h" p h • · t d f" • · I · . F the purposes o t IS aragrap , reg1s ere 1rm me udes an unregistered firm assessed as a registered hrm 

35 

Exptanatton.-- ~~ion 183 of the Income-tax Act. 
under clause (b) o 

I every local authority,­
ln the case 0 

hole of the total income 
On thew 

Paragraph D 

Rate of income-tQl: 

50 per cent. 

Surcharge on income-tax 

. -tax computed at the rate hereinbefore specified shall, in the cas•! of every person having a total income 
The amount of 1ncorr:t upees be increased by a surcharge for purposes of the Union ul::ulated at the rate of eight per cent. ol 

40 exceeding fifty thousan r ' 
such income-tax 

Paragraph E 

In the case of a company,-
Rates of income-tax 

45 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-

50 per cent. of the total income; 
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(i) in the case of a trading company or an investment company 

(ii) in any other case 

II. In the case of a company other than a domestic company,-

(i) on so much of the total income as consists of- . 
an· es teceived !tom Government or an Indian concern 1n pursuance of an 

(a)tCJ1 ' .. _..__ ~"~(':\C!>('~~·"'·"''..:G'a..:,=~·ct.l.~\'1\e~'\s\da'tO\ 
...,.~~<!«':1. m~ '<'>'! ~ '""" "'"' ' . . .. 
~c."'.. •:":*.\ 't>~~~o;,•.:t\c;. ·,~c.a~ dl ~n\, '\9/n, or 

(b) fees for rendering technical seNices received from Government or an Indian 
concern in pursuance of an agreement made by it with the Government or the Indian 
concern after the 29th day of February, 1964 but before the 1st day of April, 1976, 

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

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

Surchar:;e on income-tax 

60 per cent. of the total income; 

55 per cent. of the total income. 

50 per cent; 

65 per cent. 

10 

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

person having a total income .exceeding fifty 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 COMPlJTATION OF NET AGRICUL11JRAL INCOME 

Rule 1 .-Agricultural income of the nature referred to in sub-clause (a) of clause ( 1 A) of section 2 of the Income-tax Act shall 
be computed as if it were income chargeable to income-tax under that Act under the head "Income from other sources· and the 
provisions of sections 57 to 59 of that Ar:. shall, so far as may be, apply accordingly: 

20 

Provided that sub-section (2) of section 58 shall apply subject to the modification that the reference to section 40A therein shall 
be construed as not including a reference to sub-sections (3) and (4) of section 40A. 25 

Rule 2.-Agricultural income of the nature referred to in sub-clause (b) or sub-clause (c) of clause ( 1 A) of section 2 of the 
Income-tax Act [other than income derived from any building required as a dwelling house by the receiver of the rent or revenue or 
th'! cu~ivator or the receiver of rent-in-kind re~erre~ to in the _said su~lause (c)) shall be computed as il it were income chargeable 
to mcome-tax under that Act under the head Profits and ga1ns of bus1ness or profession" and the provisions of sections 30, 31. 32. 30 
36, 37, 38, 40, 40A [other than sub-sections (3) and (4) thereof), 41, 43, 43A, 43B and 43C of the Income-tax Act shall, so far as 
may be, apply accordingly . 

. Rule 3.-Agricultural income of the nature referred to in sub-clause (c) of clause (/A) of section 2 of the Income-tax Act, b~ing 
mcome derived from any building required as a dwelling house by the receiver of the rent or revenue or the cultivator or the receiVer 
of rent-in-kind referred to in the said sub-clause (c) shall be computed as if it were income chargeable to income-tax under thai Act 35 
llnder t~e head "Income from house property" and the provisions of sections 23 to 27 of that Act shall, so far as may be, apply 
accordingly. 

Rule 4.-Notwithstanding anything contained in any other provisions of these rules in a case where the assessee derives 
income from sale of tea grown and manufactured by him in India, such income shall be ~omputed in accordance with rule B of the 
Income-tax Rules, 1962, and sixty per cent. of such income shall be regarded as the agricultural income of the assessee. 

40 Rule 5.-Where the assessee is a partner of a registered firm or an unregistered firm assessed as a rogistered firm under clause 
(b) of section 183 of the Income-tax Act, which in the previous year has any agricultural income, or is a partner of an unregistered 
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 agricu~ural income, then, the agricultural income or loss of th~ l~rm 45 
shall be computed in accordance with these rules and his share in the agricunural income or loss of the firm shall be computed 1n the 
manner laid down in sub-section(/), sub-section (2) and sub-section (3) of section 67 of th~ Income-tax Act and the share so 
computed shall be regarded as the agricultural income or loss of the assessee. 

Rule 6.-Where the assessee is a member of an association of persons or a body of individuals (other than a Hindu undivid4 
family, a COOJpany or a firm) which in the previous year has either no income chargeable to tax under the Income-tax Act or h_a~dtot~s 50 
income not exceeding the maximum amount not chargeable to tax in the case of an association of per~ons or ~ body of mdiVI u~ 
(other than a Hindu undivided family, a company or a firm) but has any agricultural income, then, the agr~ultural1n~me or !oss of~ 0~ 
association or body shall be computed in accordance with these rules and the share of the assessee 1n the agncultural mcom 
loss so computed shall be regarded as the agricultural income or loss of the assessee. 

Rule 7 -Where the result of the computation lor the previous year in respect of any source of agricult1..ral income is a lo~s, suchl 55 
· · · 'f f h · from any other source of agncultura loss shall be set off aga1nst the 1ncome of the assessee, 1 any, or I at prev1ous year 

income: ed · t d I' under 
Provided that where the assessee is a partner of an unregistered firm which has not ~en assess as a regis ere um 
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· 83 of the Income-tax Act or is a member of an association of persons or a txx:ty of individuals and the share of 
clause (b) of s_ectthlona1grlcuhural income of the firm association or body, as the case may be, is a loss, such loss shall not be set off 
the assessee 1n e ' · 1 · · 1 ·ncome of the assessee from any other source of agncultura mc:ome. aga1ns any 1 . . 

8 A ayable by the assecsee on account of any tax levied by the State Government on the agr~eulturalmcome 
Rule .- ny sumP . . ~ . 

shall be deducted in computing the agr1Cultural1ocome. . . 
Wh the assessee has, in the previous year relevant to the assessment year c::>mmencmg on the 1st day of Apnl, 

5 

Rule 9.-{ 1 ~ 11 er~ ·ncome and the net result of the computation of the agricul~ural income of the assessee for any one or more of 
1989, a~y agncu ural 1vantto the assessment years commencing on the 1st day of April, 1981 or the 1st day of April, 1982_or the 1st 
the preVIO~IS f~~S r~~e 1st dav of April, 1984 or the 1st day of April, t 985 or the 1St day Of April, 1986 Or the 1St day Of Apnl, 1987 or 
day of Apn' I A or 1988 IS a loss. then, for the purposes of sub-section (2) of section 2 of this Act.-

10 the 1st day o pn · · . 
• 1 ss so computed for the previous year relevant to the assessment year commencing on the 1st day of Apnl, 1981 to 

15 

30 

(I) th~ ~f any such loss has not bean set off against the agricultural income for the previous year relevant to the 
the ext en 't 1year ~mmencing on the 1st day of April, 1982 or the 1st day of April, 1983 or the 1st day of April, 1984 or the 1st 
assesfsAme~l 1985 or the 1st day of April, 1986 or the 1st day of April. 1987 or the 1st day nf April, 1988, 
day o pn • 

. . the loss so computed for the previous year relevant to the assessment year commencing on the 1st day of April, 1982, 
(II) tent if any, such loss has not been set off against the agricultural income for the previous year relevant to the 

to the exent y~ar commencing on the 1st day of April, 1983 or the 1st day of April, 1984 or the 1st day of April, 1985 or the 1st day 
asses~1m1986 or the 1st day of April, 1987 or the 1st day of April, 1988, 
of Apn · . 

(iii) the loss so computed for the prev1ous year relevan_l to the assessment xear commencing on the 1st day of April, 1983, 
the extent, if any, such_ loss has not been se'. off aga1nst the agncultur~l 1ncome for the previous year relevant to the 

to ssment year commencmg on th_e 1st day of Apnl. 1984 or the 1st day of Apnl, 1985 or the 1st day of April, 1986 or the 1st day 
asse .1 1987 or the 1st day of Apnl, 1988, 
of Apn. . 

(iv) the loss so computed for the pr~v1ous year relevan! to the asse_ssment ~ear commencing on _the 1st day of April, 1984, 
he extent, 1f any, such loss has no, been se'. off agamst the agncultural mcome for the prev1ous year relevant to the 

to 1 men I year commenc1ng on the 1st day of Apnl, 1985 or the 1st day of April, 1986 or the 1 sl day of April 1987 or the 1st day 
assess • 
of April, 1988, . 

v) the loss so computed for the prev1ous year rele~ant_ to the asse~sment y_ear commencing on the 1st day of April, 1985, 
( extent. if any, such loss has not been set o~ agamst the agriCultural mcome for the previous year relevant to the 

to the 1 year commencmg on the 1st day of Apnl, 1986 or the 1st day of April, 1987 or the 1st day 0 { April 1988 
assessmen . , • 

vi) the loss so computed for the prev10us year relevan! to the asse_ssment y_ear commencing on the 1st day of April, 1986, 
( 1 nl if any, such loss has not been set off agamstlhe agncultural mcome for the previous year relevant to the 

to the ex e 1 y' ear commencing on the 1st day of April, 1987 or the 1st day of April, 1988, 
assessmen . . 

.. the loss so computed lor the prev10us year relevan.t to the as~essment year commencing on the 1st day of April, 
{vii) h extent if any, such loss has not been set off agamst the agncultural income for the previous year relevant to the 

1987, to I e, ear ~mmencing on the 1st day of April, 1988, a.1d 
ssessmen y . . 

a . . . h loss so computed for tho prev1ous year relevant to the assessment yaar commencing on the 1st day of Apnl, 
{viii) I e 

1988, 
ainst the agricultural income of the assessee for the previous year relevant to the a~sessment year 

shall be s~l off a~e 1st day of April, 1989. 
enc1ng on . . 

comm sessee has m thr, P'·'VIOUS year relevant to the assessment year commencing on the 1st day of April 1990 or, 
h re the as ' A t · t · b h · ' h I (2} W e revision of the lr.u;r:l~·tax c. 1n~me- ax IS to e c arged 1n respect of the income of a period other than t a 

40 .1 bY virtue of a~Y P ch other periOJ. ; .• ·y ~n(ultural mcome and the net result of the computation of the agricultural income of the 
1 revioUS year, 10 ~~e or more of the ;o:tH..:>L:~_i'aars relevant to the asses_sment years commencing on the 1st day of April, 1982 '?r 
~ssessee for any. 1983 or the 1st day of .A.p~·'· 1 984 orthe 1 st_day of Apnl, 1985 or the 1st day of April, 1986 or the 1st day of Ap~l, 
the 1 sl day of Apnl, of April. 1988 or the 1st day of Apnl, 1989, IS a loss, then, for the purposes of sub-section (8) of section 2 of thiS 

45 1987 or the 1st day 

so 

55 

60 

Act,-- computed for the previous year relevant to the assessment year commencing on the 1 sl day of April, 1982. 
(i} the los~ tony such toss has not been set off against the agricultural income for the previous year relevant to _the 

to the extent, 1 ~~mencing on the 1st day of April, 1983 or the.1 st day of April, 1984 or the 1st day of April, 1985 or the 1st day 
assessment year the 1st day of April, 1987 or the 1st day of Apnl, 1988 or the 1st day of April, 1989, 
1 Anril 1986 or · 1983 

o "t' ' computed for the previous year relevant to the assessment year commencing on the 1 sl day of Apnl, ' 
(ii) the loS~ so y such loss has not been set off against the agricultural income for the previous year relevant tot~ 

to the extent, 1 r ~~mencing on the 1 sl day of April, 1984 or the_1 st day of April, 1985 or the 1st day of April, 1986 or the 1st a 
assessment yea the 1st day of April, 1988 or the 1st day of Apnl, 1989, 
1 AprJI 1987 or An ·1 1984 

0 ' computed for the previous year relevant to the assessment year commencing on the 1 sl day of nt'n • th~ 
(iii} the lo~~ so such loss has not been set off against the agricultural income for the previous year relevant ~ day 

to the extent, 1 anym. mencing on the 1st day of April, 1985 or the 1st day of April, 1986 or the 1st day of April, 1987 or the 1 
sment year co · 89 

asses. 1988 or the 1st day of Apnl, 19 ' . 5 
of April, com uted lor the previous year relevant to the assessment year commencing on the 1st day of Apnl, t19~h~ 

(iv) the los.~ so s~h loss has not been set off against the agricultur~l inco.!_Tle for the previous year relev~n',~ day 
to the extent, 1 any' mencing on the 1st day of April, 1986 or the 1st day of Apnl, 198t or the 1st day of Apnl, 1988 or t e 
assessmer.t year com . 
of April, 1989, . d of April 1986, 

mputed for the previous year relevant to the assessment year commencing on the 1 sl ay 1 nt' to the 
(v) the los~, so co such loss has not been set off a~ainstlhe agricultural income for the previous year re eva. 

to the extent, 1 any, 
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assessment year commencing an the 1st day of April, 1987 or the 1st day of April, 1988 or the 1st day of April, 1989, 

(vi) the loss sa 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 nat been set off against the agricultural income for the previous year relevant' to th~ 
assessment year commencing an the 1st day of April, 1988 or the 1st day of April, 1989, 

(vii) the loss sa computed for the previous year relevant to the assessment year commencing on the 1st day of April 1988 5 
to the extent, if any, such loss has not been set off against the agricultural income for the previous year relevant'to th~ 
assessment year commencing an the 1st day of April, 1989, and 

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

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. 

(3) Where a change has occurred In the constitution of a firm, nothing in sub-rule (1) or su~-rule (2) shall e.ntille the firm to 
set off sa much of the loss proportionate to the share of a retired or deceased partner computed ·~ the manQer l~id down In sub­
section ( 1 ), sub-section (2) and sub-section (3) of sectio~ 67 of the Income-tax Ad as exceeds h1s share of profits, if 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 aforesaid) which 15 
is not apportionable to him. 

('41 Where an rsan deriving any agricultural income from any source has been ~ucceeded in such capacity by another 
1 h . Yh pe by · h 't athJ'ng 1·n sub-rule (1) or sub-rule (2) shall entitle any person, other than the person person ot erw1se t an m en ance, n be b- 1 (2) 

incurrin'g the loss, to have it set off under sub-rule ( 1) or, as the case may • su ru e · 

. . . 1 . d ·n this rule no toss which has npt boon ~etermlned by the Assassin~ 20 (5) Notwithstanding anyth1ng con a1ne I • ~ ., \ .,_., __ ~-<ot 
,~ _<>t \<)M. ~'<:.<>~ -..~<!.~~ \\'\"':''""'"\-..-..,.~-.. <:.\',\"\~~~~''"-~''-~""'"""'""'--~1-.~~~"\l~~ l\)~ ~'1-1~-U\~ \\) ""~*'~ ~\ 
""'""''·'-"'"':L ~~!'-.~--~,._--.,_~,-~_,~-~Oo£"--""" ........... "=---'i:»Ml'Q "\~'82..0fcf~c:; C>~ • 

~ '.':':":;.:~~~-·:./:<-•.:-._~---~;..~--.~,,~-~ '-~.or ol the Fi~t Sch · '~- """edule to tho Financs Ad. 1983. o• ol the FifSt 
- ~~'ij~ d-WM · .. ,._.....~, l'i!J5, oro( IJI,1~~k Bdvm 10 the Ftnance Act, 1985, or of the First Schedule to rhe 

,/1/ or ;p= ·.fQQ#W~!ol'utld'er sub-rule (l} (O tfle Finance Ad, 1987, or of the First Schedule to the Finance Ad, 1988, 
· -. TV I. or, as the case may be sub-rule (2) 25 

Uott~~- ' · 

Rule 10.-Where the net result of the co . 

ignored and the net agricultural income sh:~~:~:::;oinbeacc:o/ rdance with these rules is a loss, the loss so computed shall be 
m. 

R!lle 11.-The provisions of the Income tax Ad . 

:::~~: ~~nding off of income) shaU, with the nS:::!~g ~=~~e for ass?ssme~t (including the provisions of section 2BBA 
assessee as they apply in relation to th ry s, apply In relatiOn to the computation of the net agricUltural 

e assessment of the total income. 30 
Rule 12.-For the purposes of . 

same powers as h h computmg the net agricultural Income of th 
a as Under the Income-tax Ad for the purposes of e assessee, tho Assessing Officer shall have the 

assessment of the total income. 
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I • 

THE SECOND SCHEDULE 

{See section 34(a)] 

F. 1 Schedule to the Customs Tariff Act,-
ln the 1rs · . 

. G •a/ rules for the interpretation of this Schedule", in clause (a) of rule 5, lor the words "The rule", the words "ThiS 
(1} 1n " ene. 

rule" shall be substituted; 

(2} in Chapter 4,-
(i) in heading No. 04.03, in column (3), lor the words "FRUIT OR COCOA", the words "FRUIT NUTS OR COCOA" shall be 

substituted; 
(ii) in heading No. 04.08, in column (3), lor the words "IN SHELL AND", the words "IN SHELL. AND" shall be 

substituted; 
(J} in Chapter 6, in sub-heading No. 0602.20,forthe entry in column (3), the entry"- Trees, shrubs and bushes, grafted or not, 

of kinds which bear edible fruit or nuts" shall be substituted; 

(4} in Chapter 9,-
(i) in sub-heading Nos. 0906.10 and 0906.20,Iorthe entries in columns (4) and (5), the entries "150% plus As. 20perKg." 

and •142.5% plus As. 20 per Kg." shall, respectively, be substituted; 

(ii} in sub-heading No._0907.00, lor t~e entries in columns (4) and (5), the entries "As. 120 per Kg." and "As. 120 per Kg. 

7 5 ., • shall respectively. be substituted; 
leSS · 10 ' 

(iii) in sub-heading No. 0908.10,Iorthe entries in columns (4) and (5),the entries "150%" and "142.5 %"shall, respectively. 

be substituted; 
. ) . sub heading No. 0908.20,Ior the entry in column (4),the entry "150%" shall be substituted· 

{IV In . • 
{V) in heading No. 0~.09, in column (3), lor the words "CARAWAY OR JUNIPER", the words "OR CARAWAY; JUNIPER 

BERRIES" shall be substituted; 

(vi) in sub-heading No.0909.50, in column (3), lor the words "fennel or juniper", the words "fennel; juniper berries" shall be 

substituted; 
S) in Chapter 1 o. in NOTE 1, i~ clause (b), the ~ord •• converted" shall be omitted; 

( . tar 16 in sub-heading No.1604.14, m column (3), the word "Atlantic" shall be omitted· 
(6} 1n ChaP ' • 

h ter 17 in the SUB-HEADING NOTE, lor the word "polarimetric", the word "polarimeter• shall be substituted; 
(7) inC ap ' . 

. a tar 22. in sub-heading Nos. 2207.10, 2208.10, 2208.20, 2208.30, 2208.40, 2208.50 and 2208.90, for the entry 1n 
(8} 1n Ch ~9 entry ·As. 200 per litre or 355%, whichever is higher" shall be substituted; 
lumn (4), 1 . . . co pi 25 in head1ng No. 25.23. m column (3), the brackets and words '("ciment fondu")' at the two places where they 

9) in Cha er • • 
( hall be omitted; 

occur. s 1 r 34 in NOTE 5, in clause (d). after the word "dispers~d", the word "in" shall be inserted; 
(10) in ChaP e • 

11) in Chapter 59,-
( E 6 tor clause (a), the following clause shall be substituted, namely:-

(i) in NOT • . . . . • 
m·1ss·10n or conveyor belung, of textile matenal, of a thickness of less tl1an 3 mm· or·· 

• (a} Trans . . • • 
.. . ·h ading No. 5911.10, for the entry m column (3), the followmg entry shall be substituted, namely:-

{li) 1n sub 9 . . . · 1 
xflelabrics felt and felt-lined woven labncs, coated, covered or lam mated with rubber, leather or other matena • 

•. !ed 1 ed for c~rd clothing, and similar fabrics of a kind used for other technical purposes"; 
of a kin us 

(121 in Chapter 61,-
. 8 1 the word •concerning", the word "covering" shall be substituted; 

(i) In NOTE • or 
. N 61 04 in column (3), after the word "JACKETS,", the word "BLAZERS." shall be inserted: 

(ii) in heading 0 · · • . . • • •• Jackets 
. rt' occurring after sub-headmg No. 6104.29, m column (3), tor the word -,Jackets: , the words 

(iii) m the po IOn . . 
and blazers:" shall be substituted • 

( 13) in Chapter 62,-

25 
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{i) in heading No. 62.04, in column (3), after the word "JACKETS.", the word "BLAZERS." shall be inserted; 

Min !he portion occurring after sub-heading No. 6204.29, in column (3), lor the word "-Jackets:·. the words "-Jackets 
and blazers:· shall be substiluted; 

(14)in Chapter 63, in heading No. 63.06,1orthe entry in column (3), the entry "TARPAULINS. AWNINGS AND SUN BLINDS; 
TENTS; SAILS FOR BOATS. SAIL BOATS OR LAND CRAFT; CAMPING GOODS" shall be substituted; 

(15) in Chapter 72, in SUB-HEADING NOTE 1, in clause (a) , lor the words • Pig iron containing, by weight, separately or 
together:", the words ·~ ccntaining by weight one or more of the following elements in the specified proportions :"shall be 
substituted; ( P.3: i.,-o,) 

(16) in Chapter 73, in sub-heading No. 7314.42, in column (3), lor the words "--Plastic coated", the words"·- Coated with 
plastics" shall be substiluted; 

(17) in Chapter74, in sub-heading No. 7404.00,for the entry in column (4), the entry "1 00% plus As. 5,000 per tonne" shall 
be substituted; 

(18) in Chapter 82,-

(i) 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, lor 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),1orthe words "MECHANICAL GRATES", the words 'INCLUDING THEIR MECHANICAL 
GRATES" shall be substituted; 

(ii) in sub-heading No. 8418.50, for the entry in column (3), t~e en!!)_' " - Other refrigerating or freezing chests, cabinets, 
display countl3rs, show-cases and similar refrigerating or freezmg furmture" shall be substituted; 

(iii) in sub-heading Nos. 8482.1 o, 8482.20, 8482.30, 8482.40, 8482.50 and 8482.80. lor the en~ry in column (4), the entry 
"150% plus As. 300 per bearing" shall be substituted; 

(iv) in sub-heading Nos. 8482.91 and 8482.99,1or the entry in column (4), the enlry "150% plus As. 300 per piece" shall be 
substituted; 

(v} in sub-heading No. 8485.10, in column (3), lor the word "Ships'·. the words "Ships· or boats'" shall be substituted; 

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

(21) in Chapter 94, in 1-IOTE 1, in clause (e), for the word "refrigerators·. the words "refrigerating or freezing equipment" shall 
be substituted; 

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



THE THIRD SCHEDULE 

[See section 34(b)J 

In the First Schedule to the Customs Tariff Act, in Chapter 98,­

(1) NOTES 7 and 8 shall be omitted; 

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



THE FOURTH SCHEDULE 

(See section 36) 

PART I 

In the Schedule to the Central Excise Tariff Act,-

(1) in Chapter 15, in sub-heading Nos. 1504.00 and 1508.90, for the entry in column (4),the entry "Rs. 3,000 pertonne· shall be 
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. 2502.20, 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 substitu1ed; 

10 

(6} in Chapter 27, in sub-heading No. 2705.00, for the entry in column (4), the entry "Nil" shall be substituted; 15 

(7} in Chapter 28,-

(aJ 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) i'l,sub-heading No. 2804.12, fort he entry in column (4),the entry "50 paise per cubic metre of the gas at nor!f1al pressure 
at 15"C shall be substituted; 

(dJ 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.~5 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, -

(aJ 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 
t5"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. 3904.1 o, 3904.21. 3904.22, 3904.30. 3904.4~. 390~.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; 
d "HARD" shall be substituted; 

(b) in heading No. 40.04, for the word "HARDENED", the wor . • shall be substituted; 
I •Rs 12 60 per kilogram 

(c) in sub-heading No. 4006.10, for the entry in column (4), the en ry · · bstituted· 
• d •HARD" shall be su • . 

(d) in heading No. 40.08, for the word "HARDENED • the wor • er kilogram· shall be substituted; 
. I (4) the entry As. 12.60 p 

(e) in sub-heading No. 4008.21, for the entry 1n co umn ' • ARD" shall be substituted; 
• ARDEN ED" the word H 

(f) in heading No. 40.09, for the word H ' 11 be omitted; 
. fating thereto sha 

(g) sub-heading No. 4011.10 and the entnes re as sub-heading No. 4011.1 0; . 

b-h ading No 4011 20 shall be renumbered . N 4011 20 and in sub-headmg No. 4011.20, as so 
(h) su e · · d as sub-heading o. · . • d 
. b-heading No. 4011.30 shall be renumtbe~~s. 30 per tyre• shall be substitute ; 

(i} :red for the entry in column (4), the en ry 11 60 4011 70 and 4011.80 shall be renumbered as sub-heading 
renum • 4011 49 4011.50, 40 · • · . 1 

. ub-heading Nos. 4011.41, 11 50 4,011.60 and 4011.70, respective y; 

N UJ 4~11.31. 4011.39, 4°11 ·40• -iO · ' . lumn (4) the entry "Rs. 21 per flap• shall be subst~uted; 
os. . N 4012 19 for the entry In co ' 

{lc) in sub-heading o. · ' 6 d 40 17 for the word •HARDENED", wherever it occurs, the word "HARD• shall be 
. ding Nos. 40.14, 40.15, 40.1 an . ' 

(I} m hea 
substituted: 

2•1 in Chapter 48·- • 0 • h II b b · eel (1 ' . N 4802 1 o for the entry in column (4), the entry 20 Yo s a e su stitut ; 
,1. sub-headmg o. · • {a1 1n 

28 

20 

25 

30 

35 

40 

45 

so 



-.z.9 b . I d 
. b h d" No 4802 20 lor the entry in column (4), the entry "1 O% plus As. 63c·per tonne" shall be su stitu e ; 

(b) m su - ea 1ng · · · b · d 
. b h d" No 4802 91 lor the entry in column (4), the entry "1 O% plus As. 1,900 per tonne" shall be su stitute ; 

(c) 10 su - ea 1ng · · • · d 
. h d" N 4802 99 lor the entry in column (4), the entry "1 O% plus As. 1,470 per tonne" shall be substitute ; 

(d) 1n sub- ea mg o. · • b · d 
. d" N 4803 00 lor the entry in column (4), the entry "1 0% plus As. 1,625 per tonne" shall be su sl1tute ; 

(e) m sub-hea mg o. · • . 
· · N 4804 11 lor the entry in column (4) the entry "20%" shall be substituted; 

5 (f) in sub-heading o. · • ' • . d· 
· . N 4804 19 lor the entry in column (4), the entry "1 0% plus As. 1,900 per tonne shall be substitute , 

lg) in sub-heading o. · • . • • . . 
" d" No 4804 21 ior the entry m column (4), the entry 20% shall be substituted, 
(h) in sub-hea 1ng · · • . 

. N 4804 29 lor the entry in column (4), the entry "10% plus As. 1,900 per tonne" shall be substituted; 
~")in sub-headmg 0 · · ' . 
11 d" No 4804.30, lor the entry in column (4), the entry "10% plus As. 1,900 per tonne" shall be substituted; 
(j) in sub-hea 1ng · . 

d. No 4805.19, lor the entry in column (4), the entry "1 0% plus As. 605 per tonne" shall be substituted; 
"') ·n sub-hea 1ng · 

10 1 ~· 1 d" g No 4805.30, lor the entry in column (4), the entry "10% plus As. 2,260 per tonne" shall be substituted; 
(/}in sub-hea In . 

h ading No. 4805.90, lor the entry in column (4), the entry "10% plus As. 1,680 per tonne" shall be substituted; 
) In sub- e 

(m b h ading No. 4806.10, lor the entry in column (4), the entry "1 0% plus As. 2,425 per tonne• shall be substituted; 
~~~~-e . 
I' 1 b h ading No. 4806.20, for the entry 1n column (4), the entry "1 0% plus As. 2,425 per tonne• shall be substituted; 
~in su - e . 

(o~ in sub-heading No. 4806.90, for the entry ~n column (4), the entry "1 0% plus As. 2,100 per tonne" _shall be substituted; 

15 (pJ. sub-heading No. 4807.10, lor the entry 10 column (4), the entry "1 0% plus As. 1,680 per tonne• shall be substituted; 

(q .'n b-heading No. 4807.92, lor the entry in column (4), the entry "10% plus As. 605 per tonne" shall be substituted; 
M'"~ . 

. sub-heading No. 4807.99, lor the entry 1n column (4), the entry "10% plus As. 1,680 per tonne" shall be substituted; 

(s)_'n b-heading No. 4808.10, lor the entry in column (4), the entry "1 0% plus As. 1 ,680 per tonne" shall be substituted; 
rolnsu . • 

h ading No. 4808.90, lor the entry 1n column (4), the entry 10% plus As. 1 ,680 per tonne" shall be substituted· 
tu) in sub- e . ' 

20 I' h ding No. 4810.10, lor the e(llry 10 column (4), the entry "1 0% plus As. 1,900 per tonne" shall be substituted; 
( ) in sub- ea . 
" ding No. 4810.20, lor the entry 1n column (4), the entry "1 0% plus As. 2,425 per tonne" shall be substituted; 

) ·n sub-he a 
(W 1 ding No. 4810.90, lor the entry in column (4), the entry "1 0% plus As. 2,100 per tonne" shall be substituted; 

) in sub-hea . . • 
{X ding No. 4811.10, for the entry 1n column (4), the entry 10% plus As. 1,680 per tonne" shall be substituted; 

. sub-hea 
(Y} 1n d" g No 4811.20, lor the entry in column (4), the entry "1 0% plus As. 1 ,680 per tonne• shall be substituted· 

. sub-hea In . . ' 
25 (Z} 1 ~ sub-heading No. 4811.30, for the entry ~n column (4), the entry "35% plus As. 1,680 per tonne• shall be substituted; 

(za) 1n d" g No 4811.40, lor the entry 1n column (4), the entry "1 0% plus As. 2 425 per tonne" shall be substituted; . sub-hea In . . , 
(zb) 1n d"ng No. 4811.90, lor the entry 1n column (4), the entry "35% plus As. 2,100 per tonne" shall be substituted; 

. sub-hea ' . 
(ZC) 10 d" g No 4813.00, for the entry 10 column (4), the entry "1 0% plus As. 2,425 per tonne" shall be substituted; 

. ub-hea 1n · 
(zd) 10 s d. No 4814.00, for the entry in column (4), the entry "1 0% plus Rs. 2,850 per tonne" shall be substituted; 

. b-hea lng . . 
(ZB) 1n su . No 4823.12, for the entry m column (4), the entry "1 0% plus As. 1 ,680 per tonne" shall be substituted; 

30 . b-headlng · . 
(zf} 1n su . No 4823.14, for the entry m column (4), the entry "1 0% plus Rs. 1,260 per tonne" shall be substituted; 

. b-headlng · . 
(zg) 1n su . No 4823.19, for the entry 1n column (4), the entry "1 0% plus Rs. 1,680 per tonne" shall be substituted; 
(zh) in sub-headln~ N~TE 2, in clause (C), after the words and figures "Central Excise Rules, 1944,", the words, figures and 

3) in Section XI. 1n tion sA of the Central Excises and Salt Act, 1944" shall be 
(1 Jetter •or sec l""tiSeTr~ 

35(1944- . sub-heading No. 5001.20,1or the entry in column (4), the entry "Rs. 18.90 per kilogram· snail be 
I o . Chapter so. In 

(14) In 
substituted; . sub-heading No. 5103.29, for the entry in column (4), the entry "Rs. 18.90 per kilogram" shall be 

. Chapter 51. '" (15) In 
substituted; 

40 (16) in Chapter 53'~ N 5301.31, for the entry in column (4), the entry "5.78 paise per count per kilogram" shall be 
(B) in sub-heading o. 

subStituted; . N 5301.32, for the entry in column (4), the entry "Rs. 18.90 per kilogram· shall be substituted; 
. b-head1ng 0 · • . . . 

(b) In su . N 5303.31 for the entry in column (4), the entry Rs. 1.05 per kilogram" shall be substituted, 
. b-headlng 0 · ' • . . . 

(c) 10 su . No 5303.32, for the entry in column (4), the entry Rs. 4.20 per kilogram" shall be substituted, 
'd · ub-headlng · b tit t d· 

45 (< ~ In s . N 5303 39 for the entry in column (4), the entry "Rs. 10.50 per kilogram" shall be su s u e • 
· ub-headmg o. · ' • hall be 

(e) Ins . N 5307 12 for the entry in column (4), the entry "5% plus Rs. 2.10 per square metre s 
(f) in sub-headmg o. . , 

subStituted; • ., 
(17} In Chapter 54:- N 5401 _1 o, for the entry in column (4), the entry "As. 9.45 per kilogram or 50% whichever is loss s · 

50 (B) in sub-heading o. 
be substituted; 



30 
(b) in sub-heading No. 5401.20, for the entry in column (4), the entry "As. 1.05 per kilogram· shall be substituted; 

(c) in sub-heading No. 5401.90, for the entry in column (4), the entry "As. 9.45 per kilogram or 50% whichever is less· shall be 
substituted; 

(d) in sub-heading No. 5402.11, for the entry in column (4), the entry "As. 64.68 per kilogram" shall be substituted; 

(e) in sub-heading No. 5402.12, for the entry in column (4), the entry "As. 7.51 per kilogram" shall be substituted; 

(f) in sub-heading No. 5402.20, for the entry in column (4), the entry "As. 77.39 per kilogram" shall be substituted; 

(g) in sub-heading No. 5402.91, for the entry in column (4), the entry "A:>. 64.68 pt?r kilogrom" shall oe substituted; 

(h) in sub-heading No. 5402.92, for the entry in column (4), the entry "As. 56 60 pH kilogram" ~hall be substituted; 

(i} in sub-heading No. 5402.93, for the entry in column (4), the entry "As. 40 ,. · ··' . •al"'" "·'':II be substituted; 

(j) in sub-heading No. 5402.94, for the entry in column (4), the entry "As. l?..34 ~ JtiioiJI~'''i• -.:T.-:11 be substituted; 

(k) in sub-heading No. 5402.95, for the entry in column (4), the entry "As. !>.76 p.il! k.~o;,.,.,-:• ~ .all be sub:;tituted; 

(T) in sub-heading No. 5403.11, for the entry in column (4), the entry "As. 6-;.~ ~ lo)tJij,~·•'•·· .:.hall be substituted; 

(m) in sub-heading No. 5403.12, for the entry in column (4), the entry "Rs. ';.51 ~ J-~:· ~hall be substituted; 

(n) in sub-heading No. 5403.20, for the entry in column (4), the entry "As. 77.3~ per kilogram" shall be substituted; 

(o) in sub-heading No. 5403.90, for the entry in column (4), the entry "As. 103.95 per kilogram" shall be substituted; 

(p) in sub-heading No. 5404.11, for the entry in column (4), the entry "As. 14.42 per kilogram" shall be substituted; 

(q} in sub-heading No. 5404.12, forthe entry in column (4), the entry "As. 10.82 per kilogram" shall be substituted; 

(r) in sub-heading No. 5404.13, for the entry in column (4), the entry "As. 8.04 per kilogram" shall be substituted; 

(s) in sub-heading No. 5404.14, for the entry in column (4),the entry "As. 5.54 per kilogram" shall be substituted; 

(t) in sub-heading No. 5404.15, for the entry in column (4), the entry "As. 5.18 per kilogram· shall be substituted; 

(u) in sub-heading No. 5404.16, for the entry in column (4), the entry "As. 4.25 per kilogram· s~· Jll be substituted; 

(v) in sub-heading No. 5404.17, for the entry in column (4), the entry "As. 2.96 per kilogram" shall be substituted; 

(w) in sub-heading No. 5404.91, for the entry in column (4), the entry "As. 22.18 per kilogram" shall be substituted; 

(x) in sub-heading No. 5404.92, for the entry in column (4), the entry "As. 14.46 per kilogram" shall be substituted; 

(y) in sub-heading No. 5404.93, for the entry in column (4), the entry "As. 10.35 per kilogram" shall be substituted; 

(z) in sub-heading No. 5404.94, for the entry in column (4), the entry "As. 8.59 per kilogram" shall be substituted; 

(za) in sub-heading No. 5404.95, for the entry in column (4), the entry "As. 7.30 per kilogram· shall be substituted; 

(zb) in sub-heading No. 5404.96, for the entry in column (4), the entry "As. 4.95 per kilogram" shall be substituted; 

(zc) in sub-heading No. 5404.97, for the entry in column.(4), the entry "As. 3.23 per kilogram" shall be substituted; 

(zd) in sub-heading No. 5405.00, for the entry in column (4), the entry "As. 19.77 per kilogram" shall be substituted; 
· · · k'logram" shall be substituted· 

(ze) tn sub-headtng No. 5406.19, for the entry in oolumn (4),the entry "As. 103.95 per 1 • • 
· k'logram" shall be substituted· 

(zf) In sub-heading No. 5406.90, for the entry in column (4), the entr)' "As. 103.95 per 1 b . ' 
· · • kilogram" shall be su slltuted; 

(zg) tn sub-headtng No. 5407.00, for the entry in column (4), the entry As. 19.77 per 

(18)in Chapter 55,- r kilogram" shall be substituted; 
(a) in sub-heading No. 5501.10, for the entry in column (4), the entry "Rs. 34·65 pe k'logram" shall be substituted· 

·As 23.10 per I ' 
{b) in sub-heading No 5501 20 for the entry in column (4), the entry · k'logram" shall be substituted; 

. . . ' . •As. 9.24 per I . 
(c) rn sub-heading No. 5501.30, for the entry 1n column (4), the entry r kilogram" shall be substituted; 

h entry "As. 34·65 pe II b b tit I d 
(d) in sub-heading No. 5501.90, for the entry in column (4l· 1 e "A 1 0_50 per kilogram" sha e su s u e ; 

(e) in sub-heading No. 5502.00, for the entry in column (~). the e:ry(4), ,;~entry ·As. 9.45 per kilogram or 50% Whichever 
f the entry rn colum 

(f) in sub-heading Nos. 5503.12 and 5503.19• or .1 m" shall be substituted. 
is less" shall be substituted; (4) the entry •As. 1.05 per kl ogra • 

til entry in column ' 
(g) in sub-heading No. 5503.20, for e . (4) the entry "As. 10.50 per kilogram• sha'l b 

22 for the entry rn column ' I e 
(h) in sub-heading Nos. 5504.21 and 5504. ' 

substituted; . (4) the entry "As. 27.72 per kilogram· shall be substituted; 
f the entry rn column ' 

(i) in sub-heading No. 5504·29• or . 1 mn (4) the entry "As. 18.90 per kilogram" shall be substituted; 
. din No 5504.39, for the entry rn co u ' . 

(j) 10 sub-hea g · the ent in column (4), the entry "As. 27.72 per kilogram" shall be substituted; 
(I<) in sub-heading No. 5504.90, for ry 

. 5 41 1 r the entry in column (4), the entry "1.85 paise per count per kilogram• shall be 
(I) in sub-headmg No. 550 · • 0 

substituted; 
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. . 31 • 6 20 paise plus4.62 paise per count per kilo ram 
(m) 1n sub-headmg No. 5505.42, for the entry in rofumn (4) the entry 4 · g 

exceeding 25" shaff be substituted; ' . 
2 40 paise plus 7.39 pa1se per count P k'J 

(n) in sub-heading No. 55~5.43, for the entry in column (4 ), tho entry "9 · er I ogram 
exceeding 35" shaff be substituted; 

•A 1 o 40 per kilogram" shall be substit t d· (o) in sub-heading No. 5506.29, for the entry in column (4 ) the entry s. · u e , 
(19) in Chapter 56, in sub-heading No. 5605.10, for the ant~ in column (4), tho entry "As. 111.55 per kilogram· shall be 

substituted; 
(20) in Chapter 58, tor NOTE 7, the following NOTE shall be substituted, namely :-

"7. In relation tp products of sub-heading Nos. 5802. 12 and 5802.14, bleaching, dyeing, printing or any other process or 
any two or more o••hese processes shall amount to 'manufacture'."; 

(21) in Chapter 56. in NOTE 2, after clause (b), the following clause shalf be inserted, namely:-

"(c) Textile fabrics, partially or discretely coated with plastic by dot printing process (heading No. 59.03). •; 
(22) in Chapter 72.-

(a! i11 sub-heading Nos. 7201.00, 7203.00 and 7204. 1 o, for the entry in column (4), the entry "As. 300 per tonne• shall be 
substituted; 

(b) ;n sub-heading No. 7204.90, for the entry in column (4), the entry "As. 800 per tonne" shall be substituted; 

(c) in sub-heading No. 7205.10, for the entry in column (4), the entry "As. 300 per tonne· shall be substituted; 

(d) in sub-heading No. 7205.90, for the entry in column (4), the entry "As. 80C1 per tonne• shall be substituted; 

(e) in sub-heading No. 7206.10, for the entry in column (4), the entry "As. 300 per tonne· shall be substituted; 

(f) in sub-heading Nos. 7206.90 and 7207.10, for the entry in column (4), the entry "As. BOO per tonne• shall be 
substituted; 

(g) in sub-heading No. 7207.90, for the entry in column (4), the entry "As. 1,200 per tonne" shall be substituted; 

(h) in sub-heading No. 7208.11, for the entry in column (4), the entry "As. 800 per tonne" shall be substituted; 

(i) in sub-heading No. 7208.19, forthe entry in column.(4), the entry "As. 1,200 per tonne" shall be substituted; 

(j) in sub-heading No. 7208.21, for the entry in column (4), the entry "As. 800 per tonne" shall be substituted; 

(k) in sub-heading No. 7208.29, for the entry in column (4), the entry "Rs. 1,200 per tonne" shall be substituted; 

. b heading No. 7208.31, for the entry in column (4) the entry "As. 800 per tonne" shall be substituted· 
(/) In su - • • 
(m} in sub-heading Nos. 7208.39 and 7208.40, for the entry in column (4), the entry "As. 1,200 per tonne· shall be 

substituted; . • • 
. b heading No. 7208.91, for the entry m column (4) the entry As. 800 per tonne shall be substituted· 

(n) m su • • • 
(o} in sub-heading Nos. 7208.99 and 7209.10, for _the entry in column (4), the entry "As. 1,200 per tonne" shall be 

substituted; 
. b heading Nos. 7209.20, 7209.30 and 7209.90, for the entry in column (4), the entry "As. 1 500 per tonne" shall be 

~m~· . 
substituted; . • 

. b heading Nos. 7210.11, 7210.19 and 7210.20, fort he entry 1n column (4), the entry As. 1 800 per tonne" shall be 
~m~- , 

substituted; . • • 
. b heading No. 7210.30, for the entry 1n column (4), the entry As. 2,500 per tonne shall be substituted· 

(r) m su - . • • • 
. b heading No. 7211.11, for the entry In column (4), the entry Rs. 800 per tonne shall be substituted· 

(s) 1n sl.l • . • • • 
. b head·1ng No. 7211.19, for the entry In column (4), the entry As. 1,200 per tonne shall be substituted· 

(t) '" su - . " • • 
. b heading No. 7211.21, for the entry 1n column (4), the entry As. COO per tonne shall be substituted· 

(u) 1n su · • 
. b heading Nos. 7211.29 and 7211.30, for the entry in column (4), the entry "As. 1,200 per tonne" shall be 

{V) '" su • 
substituted; 

,1 • b heading No. 7211.41, for the entry in column (4), the entry "As. 1,500 per tonne" shall be substituted; (w1 1n su · 

) . b heading No 7211.42, for the entry in column (4), the entry "As. 800 per tonne" shall be substituted; (X 1n SU • . . 

(y} in sub-heading No. 7211.49, for the entry in column (4), the entry "As. 1,200 per tonne" shall be substituted; 

(z) in sub-heading No. 7211.51, for the entry in column (4), the entry "As. 1,500 per tonne· shall be substituted; 

(za) in sub-heading No. 7211.52, for the entry i"' column (4), the entry "As. 800 per tonne· shall be substituted; 

(zb) in sub-heading Nos. 7211.59 and 7211.60, for the entry in column (4), .he entry "As. 1 ,200 per tonne" shall be 
substituted; 

(zc) in sub-heading No. 7211.91, for the entry in column (4), the entry "As. 1.500 per tonne· shall be substituted; 

(zd) in sub-heading No. 7211.92, for the entry in column (4), the entry "As. 800 per tonne" shall be substituted; 

(ze) in sub-heading No. 7211.99, for the entry in column (4), the entry "As. 1,200 per tonne" shall be substituted; 
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(zf) in sub-heading Nos. 7212.11,7212.19 and 7212.20,Iorthe entry in column (4), the entry "Rs. 1,800pertonne" shall be 

substituted; 
(zg} in sub-heading No. 7212.30, for the entry in column (4), the entry "As. 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 "As. 800 per tonne" shall be 
~~; 5 

(zi} in sub-heading No. 7214.10, for the entry in column (4), the entry "As. 1,200 per tonne" shall be substituted; 

(zj) in sub-heading Nos. 7214.20 and 7214.90, for the entry in column (4), the entry "As. 800 per tonne• shall be 
substituted; 

(zk} in sub-heading Nos. 7215.30 and 7215.40, lor the entry in column (4), the entry "As. 1,800 per tonne• shall be 
substituted; 1 0 

(zl} in sub-heading Nos. 7215.90 and 7216.10, for the entry in column (4), the entry "As. 800 per tonne" shall be 
substituted; 

(zm} in sub-heading Nos. 7216.30 and 7216.40, lor the entry in column (4), the entry "As. 1,800 per tonne• shall be 
substituted; 

(zn} in sub-heading No. 7216.60, for the entry in column (4), the entry "As. 1,200 per tonne" shall be substituted; 15 

(zo} in sub-heading Nos. 7216.90 and 7217.90, lor the entry in column (4), the entry "As. 800 per tonne" shall be 
substituted; 

(zp)in sub-heading Nos. 7218.00,7219.10,7219.20,7219.90,7220.10,7220.20,7220.90,7221.00,7222.10,7222.20, 
7222.30, 7222.40 and 7223.00,Ior the. entry in column (4), the entry "As. 2,500 per tonne" shall be substituted; 

(zq} in sub-heading No. 7228.82, for the entry in column (4), the entry "As. 1 ,200 per tonne" shall be substituted; 20 

(zr) in sub-heading No. 7228.89, lor the entry in column (4), the entry "As. 800 per tonne" shall be substituted; 

(23) in Chapter 73,-

(a) in sub-heading Nos. 7301.1 o, 7301.20, 7302.10 and 7302.20, for the entry in column (4), the entry "As. BOO per tonne" 
shall be substituted; 

{b)_in sub-heading Nos. 7303.00 and 7304.10, for the entry in column (4), the entry "As. 300 per tonne• shall be 25 
substrtuted; 

(c) in sub-heading No. 7304.90, for the entry in column (4), the entry "As. 2,500 per tonne" shall be substituted; 

{d) in sub-heading No. 7305.10, for the entry in column (4), the entry "As. 300 per tonne" shall be substituted; 

(e) in sub-heading No. 7305.90, for the entry in column (4), the entry "As. 2,500 per tonne" shall be substituted; 

(I) in sub-heading No. 7306.10, lor the entry in column (4), the entry "As. 300 per tonne" shall be substituted; 30 

(g) in sub-heading No. 7306.90, for the entry in column (4), the entry "As. 2,500 per tonne" shall be substituted; 
'h'' b h d' • hall be substituted; '' ''" su • ea rng No. 7325.10, for the entry in column (4), the entry "As. 300 per tonne s . 
l' . • shall be substituted; 
,i) rn sub-heading No. 7325.30, for the entry in column (4), the entry "As. 2,500 per tonne . d· 

• shall be substitute , 
fi) in sub-heading No. 7325.90, for the entry in column (4), the entry "As. 1,20° par tonne 7403 23 7403.29 7407 11 . 7403.22. . • • . • 35 

(24)rn Chapter74, in sub-heading Nos. 7403.11,7403.12, 7403.13,7403.19, 7403.~b·11 7410.12,7410.21 and7410.22,for 
7407.12, ?407.29, 7408.11,740821,7409.10,7409.20,7409.30, 7409.~0. 74°9·90• 74 . • 
the entry rn column (4), the entry "As. 10,000 per tonne" shall be substrtuted; 

(25)in Chapter 76 _ 7612 13 7612.19, 7612.91, 7612.92, 
. ' 761 2.11, 7612.12. · 20 and 7616.10, forthe entry in 4 

(a)m sub-heading Nos. 7609.00,7610.10,7610.90,761 1-000 761 4.90,7615.10, 7615· 0 
7612.93,7612.99,7613.10,7613.20,7613.30,7613.90, 7614·1 • . . 
column (4), the entry "30%" shall be substituted; •35o;. ·shall be substrtuted, 

. . (4), the entry o 
(b)'" sub-heading No. 7616.90, for the entry rn column 

(26) in Chapter 78,- h try in column (4), the entry "As. 1,500 per tonne• shall be 
d 7802.00, fort e en 

(a) in sub-heading Nos. 7801.10, 7801.9° an 45 
substituted; the entry in column (4), the entry "As. 2,000 per tonne• shall be 

d 7803 29, for fbi in sub-heading Nos. 7803.1 0 an · 
substituted; . 1 mn (4) the entry "As. 1,500 per tonne" shall be substituted· 

. . I . 7803 30 for the entry rn co u ' ' 
(c)'" sub-headrng .o. · ' t in column (4), the entry "As. 2,000 per tonne" shall be substituted; 
(d) in sub-heading No. 7804.1 0, lor the en ry 

so 
(27) in Chapter 79,- . • 

. . N 7901 10 7901 20 7902.00 and 7904.10, for I he en.ry rn column (4), the entry As. 5,000 per tonne· 
(a) rn sub-headrng os. · • · • 

shaH be substituted; 
{b) in sub-heading No. 7904.29, for the entry in column (4), the entry "As. 6,000 per tonne" shail be substituted; 

(c) irl sub-heading No. 7904.30, for the entry in column (4), the entry "As. 5,000 per tonne" shall be subst:tuted; 
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33 
. N 7905 1 o tor the entry in column (4}. the entry "As. 7,500 per tonne" shall be substituted; 

(d) in sub-headmg 0 · • · • . . N 7905 90 tor the entry in column (4}, the entry "As. 6,000 per tonne" shall be substituted; 
tel in sub-heading o. · • . • 1' 1 . h din No. 84.15. tor the entry in column (4}, the entry "110% plus As. 15,750 per machme shall be 

(28) in Chapter 84, '" ea g 

subst~uted: 
· Chapter 85.-(29) In . N 8523 13 for the entry in column (4}, the entry "25% plus As. 10 per sq. metre" shall be substituted; 

· b-headmg 0 · • ' (a} In su . No 8523.14. tor the entry in column (4), the entry "25% plus As. 40 per cassette" shall be substituted; 
. b-headmg · (b) 10 su d. No 8524.23, tor the entry in column (4}, the awry "30% plus As. 10 per sq. metre" shall be substituted; 
. ub-hea 1ng · . 

(c) In 5 d" g No 8524.24. for the entry m column (4), the entry "30% plus As. 40 per cassette" shall be substituted; 
b-hea 1n · 

(d) In su d" g No 8528.00, for the entry in column (4}, the entry "50%" shall be substituted· 
. sub-hea m . ' 

(9} 1n d" g No 8540.11, for the entry in column (4}, the entry "As. 1 000 per tube" shall be substituted· 
. sub-hea 1n · . • • 

(f}'" ding No. 8540.12, for the entry 1n column (4), the entry "As. 300 per tube" shall be substituted; 
·n sub-hea 

(g) 1 d·ng No. 8546.00, for the entry in column (4), the entry "35%" shall be substituted; 
.I ·n sub-hea I . 

(ht 1 • XVII in NOTE 2. in clause (a), lor the lrgures "40.17", the figures "40.16" shall be substituted· 
. secuon • • (30) In 86 in heading Nos. 86.05, 86.06 and 86.07, for the entry in column (4), the entry "20% ·shall be substituted· 
. chapter ' • 

(31) rn 7 . headrng No. 87.11. for the entry in column (4), the entry "30%" shall be substituted; 
. chapter 8 . In . 

(32) 1n · 9 . sub-heading No. 8908.00. for the entry 1n column (4), the entry "Rs. 800 per Light Displacement Tonnage" 
. chapter 8 . In 

(33J In bstituted. 
shall bB su 

PART II 

---·--Description of goods Rate n! ::uty 

____ (3 __ l __________ (4) -----------·----
--------h--adlng-No. 

~- sub· e - --------
Heading~--------{?.) 

20~------- ---- . 
------------ trill Excise Tariff Act, -

25 

35 

Ia to the Ce:l . . 
hB schedLI b heading No. 2404.50, the followrng sub-headrng shall be inserted, namely :-

In t z.t after su -. 
(1} in Chapter ' 0 . Preparations contai'ling s":uff of tobacco 12%"; 

·z404.fi 10 any proportion 

(2} in Chapter 27'- . N s. 2;-13.21 and 2713.22, the following sub-heading shall be substituted, namely:-

b-haaM'9 ° 
(a} tor su _ Petroleum bitumen Rs.160 per tonne"; 

·z713.2o 
2714.11 and 2714.12, the following sub-heading shall be substituted, namely :-

. ead1n9 Nos . 
. tor c;ub-n . (bJ · • Bitumen and aspha~. strarght grade Rs.160 per tonne"; 

•2714.10 . . . 
, ,. os. 27'r5.1 t and 2715.12, the followrng sub-headrng shall be substrtuted, namely:-

b 1.("-d.r" N 
I "'u . •'-"" • (c) or • . Cut-back bitumen or asphalt Rs.160 per tonne ; 

·z7t5.1o . ~~ -a 06 the following heading shall be substituted, namely :-
8 tor l1te;"JC:rng ,,o. :> . • 

(3) in Chapter 5 ' eTHER SPECIAL WOVEN FABRICS; NARROW • 

•5a.o6 WOVEN FABRICS, NOT ELSEWHERE 

SPECIFIED OR INCLUDED 

5806.10 

5805.90 

-----·-· 

. Narrow woven fabrics of silk, wool, cotton 

or r.·.an-made textile materials 

-Other 
- ---------------·-· 

12% 

12%". 

-------------



THE FIFTH SCHEDULE 
(599 section 38) 

PART I 

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 "As. 25 per quintal" shall be substituted; 
(2) in sub-heading No. 1701.39, for the entry in column (4), the entry "As. 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 As. 2.10 per square 

metre· shall be substituted; • 

{4) in sub-heading Nos. 5901.20 and 5905.20, for the entry in column (4), the entry "1 0% plus Rs.2.1 0 per square metre" 
shall be substituted. 

Heading No. 

(1) 

Sub-heading No. 

(2) 

Description of goods 

(3) 

PART II 

In the First Schedule to the Additional Duties of Excise Act,-

Rate of duty 
--------------------(4) 

{1) alter sub-heading No. 2404.56, 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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10 

15 

20 



16 of 1955. 
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THE SIXTH SCHEDULE . 

(See section 39) 

S heduleto the Medicinal and Toilet Preparations (Excise Duties) Act, 1955,­
ln the c 
(1} in Item No. 1,-

(a) against sub-item (i) (~). in the entry in the third column, for the words "rupees six and. sixty paise", the words 

·rupees ten" shall be substituted; 

(b) against sub-item (i) (b). in t~e entry i:1 the third column, for the words "Rupees six and sixty paise", the 
words "Rupe~s ten" shall be substituted; 

(c) against sub-item (ii~ (a), in the ant~ in the third column, for the words "rupees thirteen <:~nd twenty paise", 
the words "rupees twenty shall be substituted; 

(d) against sub-item (ii) (b), in the ant~ in the third column. lor the words "rupees fifty-two and eighty paise·. 
the words •rupees eighty" shall be substituted; 

(2} in Item No. 2.-
a) against sub-item (ii).' in th~ e~try in the third ~lumn,lorthe words "Rupee one and seventy-five paise", the 

(d ·Rupees two and mty pa1se shall be substituted; 
wor s 

(b) ag;;i'lst sub-item (ii1), in the entry in the third column, for the words "Rupees fifty-two and eighty paise", the 

d ·Rupees eighty" shall be substituted; 
wor s 

. 1 m No 3 in the entry in the third column, for the words "Rupees thirteen and twenty paise" the words 
(~mw ·· . · 

twenty" shall be substituted; 
•Rupees . . • . 

I m No 4 in the entry 1n the ;h~rd column, lor the words rupees th1rteen and twenty paise" the words 
4) in te · · • 

( twenty" shall be substituted. 
·rupees 
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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. 

NEW DELHI; 

The 28th February. 1989. 

PRESIDENTS 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, 1 989 from 

Shri S.B. Chavan, Minister of Finance, to the Secretary-General, Lok Sabha.) 

The Pre:;ident. having been informed of the subject matter of the proposed 
Bill, recommends under clauses (1) and (3) of article 117, read wilh clause (1) of 

article 274. of the Const~ution of India. the introduction of the Finance Bill, 1989 to 

the Lok Sabha and also recommends :a 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 

. h Frsl Schedule to the B1ll, seeks to prescribe the rates at which income-tax (including surcharge thereon) is to 
Clause 2: read Wilh 1 9 a~le 10 tax for tha'assessment year 1989-90. Further, it lays down the rates at which lax is to be deducted at 

be levied on rncome. char~~ ear t 989-90 from income subject to such deduction under the Income-tax Act: and the rates at which 
source during the !Inane~~ ynd tax rs to be calculated and charged in special cases for the financial i'ear 1989-90. 

nee tax" is to be par a 
·adva for the os.ressment year /989-90 
Rates of incomc-~a.x edule 10 the Bill specifies the rates of income-tax on incomes liable to lax for the assessment year 1989-90. 

p rt 1 of the F1rsl Sch those specified in Part Ill of the F1rs1 Schedule to th~ Frnance Act, 1988, for the purposes of deduction of tax 
a res are the s~m~ as d for computation of "advance lax" payable during the financial year 1988-89. 

These ra •sararres an . . 
t source from F' ance Act. 1988, the amount of rncome·tax computed rn accordance with the provisions of this Part shall in the 

a 'dad bY the 'n. g income exceeding fifty thousand rupees be increased ,-
p.s prov' erson hav1n . . . 

of every P person. being a resrdent, not berng an fnd1an company, by a surcharge for purposes of the Union and 
case se of every • 

') in theca Indian company, by a surcharge, 
(t ase of an 
, • ') ill rne c f 5 per cent. of such income-tax. 
,,, the rate o . . 

18red sl 01 soruce d11ring thefinancwl year 1989-90 from rncome other than "Salaries" 
ate"' 1ction of tax . . . . . 

c; for dedt · . hadule 10 the Bill specrfres the rate at whrch rncome-tax rs to be deducted at source during the financial year 
f?tzteS II of the Frrst :~her than "Salaries". These rates are the ~arne ~s those specified in Part II of the First Schedule to the Finance 

part m incomes I deduction of tax al source dunng the rnancral year 1988-89. The amount of tax so deducted at source shall 
9 _go fro he purposes o 

1 gE3 1 gee. tor I__ 
p.(;f•. creased. ayrnent is made to a person, other than a company, resident in India, by a surcharge for purposes of the 

,, where the P 
t78 . the case being a domestic company, by a surcharge, 

') rn ·on. 1 a person. 
{l ~"'the case 0 ent of such income· tax. 

• • U'l te of 8 per c . 
(zl) ed at the ra from "Salaric.r". compwarion of "adm11ce ltu" and charging of income-tax in special cases during the 
tcLitst . iftatatsource 

c;a or r]J;durut;9~90 . . ·~ . . 
(ltJrcsfi. I year ]9 the Bill specrfres the rate~ at whr .. h rncome-tax rs to be deducted at source from "Salaries" and also the 
r:-Aflcltl F. st Schedul.e to be paid and it'COme-tax rs to be calculated or charged in special cases for the financial year H,__ I thB rr taX" rs to 

ar1 Ill o. h •advance . . . . . .. 
P a1 whiC 1 tnis Part specrl!es the rate~ of rncome-tax rn the case of every rnd1vrdual or Hindu undivided family 

rateS _go. 1 paragraph Abode of individuals. whether rncorporated or not, or every artificial juridical person referred to in sub-
9 99 h I 0 ns or Y b · · h s 1 paragraP. of perso . 2 I the Income-tax Act. not e~ng a case to Whlc. ub-Paragraph II of Paragraph A or any other 

5Litr ssocistron (J/) of secuon ° es the rate of income-tax rn respect of totalmcome exceeding ns. 18,000 but not exceeding 
8 .,er'/ ~ .) of clause plies. In such 5cas r ~ont 10 20 per cent. in relation to the financial year 1989-90. 

or 59 (VII art 111 aP ed frorn 2 pe · . . . . . 
eta"' ~nh of P ""en redUC . d'·'rdual Hindu undrvrded family, assoc1atron of persons or body of individuals being resident in agr.,.,.. .. as""' . ·ng an 111 '• ' . d 1'1 , par 5 oOO '' person oer , thority whose totalrncome excee s 1 ty thousand rupees and where in~ome-tax is to be 
~s- 2 ' sa of evetY 'elY and local .au yabl~ in accordance with the provisions of this Part, such amount of income-tax shall be 

... e ca . socr tax" 1s pa 1 · . 
111 I•' .operatrve r "advance of the Union calculated at the rate o erght per cent. of such rncome-tax. In the case of domestic 

1,dilil· c~ at 50urce 0 e tor purpOses d'ng lilly thoul:and rupees, the amount of rncome-tax computed in accordance with the 
dedLJcteed bY a surcharg tal income .excee 1 d by a surcharge calculated at the rate of erght per cent. of such income-tax. 
. eas ·ng a to II be rncrease 
rnc~panieS ha~~ thiS part sha . 1 th Income-tax Act to insert an Ex~lcmati(lll at the end of clause ( 1 A) so as to clarify that 
co ·•isions of 1 end sectron 2 ° ed shall be deemed never to have 1ncluded any income ?.rising from the transfer of any land 
pro• 10 am ·nclude an . . 

3 seeks d shall not 1 (iii) of clause (14) of th1s sect1on. 
eta use . from tan. ) of sub-clause . . . . . 
enue denv~c (a) or 1tem (h f ely from 1st April, 1970 and Will, accordrngly, apply rn relation to the assessment year 

rev d to in Item !feet retrospec rv 
reterre t will take e 

Tnis amendmb90
9quent years. h Income-tax Act rela:ing to ir.comes not to be included in the total income. 

71 and su s tion 10oft e . 
t970· ks 10 amend sec . currency from public linanc1al institutions from the risks involved in such borrowrngs 

clause 4 sea rsons borroWing for~ign: 1 cu:rercies is proposed to be evolv~d by SAlling up Exchange Risk Adminis~ration 
A scheme to prote7' pain exchange ~ate of ore~g'ble contribution to the corpus of the s?icl !=u~:!. The principal repayme~'. C''lligations 
account of fl~·ct~atro~:l institutions Will make ~u. ~titutions will be "rupee-tied" a! t\'le rates o! exchanga prevai!ing on the da'~ ?' such 

~~nd. The pubhc f.rna~~~eign currency ~roM sr~~n~~s from such instrtutions will be required to pay a CX'mposrte cost in the form of•n!A•ast 

1 persons borrowrng s bOrrowino fcreiQn cu. .11 be required to be credited to thA said Fund. 
o wing. The person . The said premrum wr 
bO~oexchange risk premrum. ub-clause (cl) seeks to insert a n.:~w clause (14A) to e'<c!ude tram th9 total 
an . . ing effect to the sa.id ~che~e, .. s stitution as exchange risk premiuM tram tha per~ons borrowing 1oreign currPncy 

With a vrew to grv . d by 3 pubhc flnancra 1n 
incOme. any income receiVe 37 
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from such institution, provided the amount of such premium is credited by such institution to a lund specified under clause (lJ£). 

This amendment will take effect from 1st April, 1989. 
· com•· 

Sub-clause (b) seeks to insert a new item (i) in sub-clause (iv) of clause ( 15) of section 10 to provide for exemption from'" enl. i· 
tax of interest received from Government on deposits made by an employee of the Ce'ltral Government or a St~te Govern~ofthl 
accordance with such scheme as the Central Government may, by notification in the Official Gazette, frame in thas behalf. au 
moneys due to him on account of his retirement, whether on superannuation or otherwise. 

This amendment will take eifect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 199°·91 ar.l 
subsequent years. 

. e~ 
Sub-clause (c) seeks to ansert a new clause (23E) to exclude from the total income, any income of such Exchan~ficaton 

Administration Fund set up by public financial institutions, either jointly or separately, as the Central Goverr"ment may, by nota•. nt~ 
in the Official Gazette, specify in this behalf. The proviso to the new clause specifies a condition in relation to the proposed exempl~ther 
say that where any amount standing to the credit of the Fund and not charged to income-tax during any previous year is shared. 81. us 
wholly or in part, with a public financial institution, the whole of the amount so shared shall be deemed to be the income of the prevao 
year in which such amount is so shared and shall accordingly be chargeable to income-tax. 

This amendment will take effect from 1st April, 1989. 
. . h drawol 

Sub-clause (d) seeks to ansert a new clause (26AA) to exempt the a nco me of a person by way of winnings from any lottery t e 1 1\ 
which is held in pursuance of any agreement entered into on or before the 28th day of February, 1989 between the State Govemme~: ' 
Sikkim and the organising agents of such lottery where such person is resident in the State of Sikkim in any previous year: he 
Explanation to the new clause clarifies. that a person will be deemed to be a resident in the State of Sikkim in accordance wath 1 0 

provis!ons of clauses ( 1) to (4) of secuon 6 of the Act. 

This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and I 
subsequent years. 

Clause 5 s·eeks to amend section 1 6 of the Income-tax Act relating to deductions from salaries. 

Sub-clause (a) seeks to omit the proviso and Explanation 2 in clause (i) so as to remove the restriction on standard deduction 10 
persons provided with a conveyance by the employer. · 

Sub-clause (b) seeks to in~ert a new clause (iii) to provide for deduction from salaries on any sum paid by the assessee as a tax on 
employment within the meanang of clause (2) of article 276 of the Constitution, leviable by or under any law. 

The proposed amendments will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 
and subsequent years. 

Clause 6 seeks to amend section 17 of the Income-tax Act relating to definitions of "salary•, "perquisite" and "profits in lieu of 

salary". 
It is proposed to in.::art an Explanation to sub-clause (iii) of clause (2) to provide that the use of any vehicle provided by a company 
an employer for journey. by the assessee from his residence to his office or other place of work or vice versl!' _shall not be regarded as a 

~~nelit or amenity granted or provided to the assessee so as to be included within the definition of perquasate. _ _. • _ 

The proposed amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment Year-1 990·91 
and subsequent years. 

Cl use 7 seeks to amend section 32AB of the Income-tax Act relating to Investment Deposit Account. 
a . . . d t . I d rt kings (ii) industrial Undert k' U d r the existing provasaons, t~EI deduction is available only to (i) small-scale m us na un e a . oductio I a angs, 
~ t:an small-scale industrial undertakings, not engaged in the business of const~uction, man~acture ~~i~~ss of le~~in any a~i~le or 

ot~e pacified in the list in the Eleventh Schedule, and (iii) any industrial undertakmg _engaged mk~he b engaged in the~ or _harmg Of 
thangh~nery or plant to an industrial _undertaking, other than a sm~ll-~cale i~d~stnal ~~e~:~~h ~~~hedule. us•ness Of 
mac t uction, manufacture or productaon of any article or thing specified m the hst ~~the . . . t lor the pu h 
cons r s who uhhse the amoun rc ase of 

S b-clauses (a) to (d) seek to all?w deduction under section 3_2AB to all p:~s;~or the purposes of the business of construct~n~ 
u h'p new aircraft, new mach•~ery or plant in an industnal u~de_rt~h~ Eleventh Schedule. aon, 

new s 1 • or production of any article or thing not specified in the hst •n . 
manufacture . t rein sub-sectaon (5R). 

( ) seeks to make an amendment of a consequential na u 
sub-clause g . 1 k fleet f d .11 accoroingly, apply in relation to the assessment Year 1991 92 ndments wd ta e e rom 1st April, 1991 an wa • - and 
These ame 

subsequent years. d sub- ct' ( A cl ify that the provisions of new sub-section (5AA) or sub-section (6) h 11 1 
) eks to amen se 10n 5 ) to ar . b 1 It th . 1 iod II' s a no 

Sub-clause ( e . set any withdrawals made from the deposit account either 9 ore or a er 8 expary 0 a per 0 ave Years from the 
ff cted in relataon o 

baa e it 
date of depos · ks to insert a new sub-section (SAA) to provide that where a~y amount is withdrawn by the assessee during any 

S b-clause (f) see_ tances specified in clause i .l) or clause (d) of sub-sectiOn (5A}, the whole of such amount shall be deemed 
rev~us year_in the car~~~~~ business or profession of that previous year and shall accordi~gly be chargeable ~o income-tax as the 

P b the profits an~ 9 as if the business had :1ot closed or, as the case may be, the f1rm had not been dissolved. 
!o e of that previOUS year, . . . 
mcome k t make ~n amendment of a consequential nature 1n sub-section {6). 

fh) see s o " . . . 
Sub-clause· ro sed by sub-clauses (e), (f) and (h) will take effect retrospectively from 1st Apnl, 1987 and wall, accordingly. 
The amendmants p po .. 

/ 

\ 
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. . 1987-88 and subsequent years. 
apply In ralat1on to the assassman~ year ortha- Income-tax ACt relating to other deductions from profits and gains of business or 

Clause 8 seeks to amend sect1on 36 . - . · 
profession. _i w clause (x) in sub-section (1) to provide that any sum paid by a public financial 

Th sed amendment seeks to msert ,a ~;specified under clause (23£) of section 1 0 shall be allowed as a deduction In the 
e propo . . towards any u . .-- · 

·nstitution by way of contnbutl~n f b .sinass or profession. 
' 1- d gams o · u _,.,mputation of pro itS an . ·• A ril 1989. / 
&.-- • Ifact from·1St P ' . 

This amendment will take 8 
438 of the Income-tax Act relating to allow ability of certain sum_s as deductions only on actual 

I< to amend section , 
Clause 9 see s _ · 

ent. . he second proviso so as to provide that no deduction shall be allowed unless the sum referred to 
,aym seeks to substitute 1 ·id in cash or by issue of a cheque or draft or by any other mode on or before the due date as 

sub-clause ~~action 438 has ~a;::nd where such payment has been made b}l cheque or draft, the sum is realised within fifteen 
rause (b) o _ _.ion (1) of section ' 

1 c . sub-S'""' 
9 tined 1" 1118 due date. . Explanation 2 altar Explanation 1 to provide that for the purposes of sub-clause (a), as in force 
)'s frol'f'l 8 (b) seeks to 1nsart ::.would mean a sum for which the assessee incurred liability in the previOus year eve.n though such 

i!iJ a:rcla~5 ·mes. •anY sum_ pay 'th'n that year under the relevant law .. 
~ Ll .atenal II been payable WI I . . , . . . 

.-II tf'1. 111 not have b r the existing Explanation 2 ~nq Explanation 3 as Explanation 3 and Explanation 4 
~ (1119 c) seeks to renum a . --

J ,.,..., clause ( . . . . 
!7 vb-. IY b rauses (a} and (c) w1ll taka affect from 1st Apnl, 1989 and the amendment proposed by sub-

8ctllle · IS proposed by su ~from 1st April, 19841and will, accordingly, apply in relation to the assessment year 1984-85 
'!? P mendmen Ifact retrospectiVe Y ....... ..,e .ab) will take e 

vse ( equant years. . MBBB in the Income-tax Act. 
tfJ 5 ubS . a new sect1on . . . . . . . 
r"d eekS to 1nsert . sa of a fore1gn company engaged 1n the bus ~ness of CIVIl construction or the business of 

rause 1 0 s d provision. 1n the ca commissioning thereof in connection with a turnkey power project approved b'f the Central 
0 the proposeachinei'Y or testing ~ r any international aid programme, a sum equal to ten per cent. of the amount paid c:ir payable 
l) ~derof plant ?r m half and fina~ u~:ssee or to any _person on his b_ehaH on account of suet) civil construction, erection, testing or 
_Aiof1 1 in thiS be d' ) 10 the sa1d a ofits and gams of such bus mess chargeable to tax under the head "Profits and gains of 

fr-'- rnroen ut of In Ia d to be the pr 
:,O"e l"'er in oro shall be deeme 
.-~1'1et ·ssioning sion". 1 1 April 1990, and will, accordingly, apply in relation to the assessment_ year :1990-91 and 
,... ,., • roleS t from s , 
o~ ess or p ill take effec 
1LJS 111• mendrnent w 1 the Income-tax Act relating to mode of computation and deductions. 

-(1'115 a ears. ction 48 o . . . 
9 quent Y to amend sa b-clause (ia) in clause (b) of sub-sect1on (2) to provtde that m respect of long-term capital 

~ub5 · e 11 seekS t insert a new s_u 1 undertakings, in the case of a company, other than a venture capital company, thirty per 
c;l.aus (i){a} seekS 0 of venture caplt~ ten thousand rupees, or in the ~se of a venture capital·company, sixty per cent. of the 
SIJb-clause equitY shares ain in excess 0 d upees or in any other case, stxty per cant. of the amount of such gain in excess of ten 
. relating 10 unl of such g of ten thOusan_ r from 'income chargeable as capital gain. 

gs.t"' f the amo . in excess tor deduction . , 
6 ,.,t. 0 of such gain ld be eligible 1 e (ii) of clause (b) of sub-section (2) to make an amendment of a consequential 

c oiJnt as wou d sub-c aus 
a(1"1 sand rupe ks to amen 
tt'I0 1J b-clause (i){b} see ( n in sub-section (2) to define "venture capital company• and "venture capital 

SIJ . sari an Exptana 10 defined to mean a company which, is engaged in providing finance to venture capital 
..,atiJre- (ii} seekS to. 1 ~ companY has _bee~ res of such undertakings or, if the circumstances so require. by way of advancing 

sub-c_lau.se A venture capit~ acquiring equtty s ~antral Government in this behaH. A venture capital undertaking has ~en defined to 
,dertak•_ng · mainlY bY waY 0 d is approved by_ the y having regard to the factors specified in clause (b) of the Explanation, approve 

Ll dertakmgs aJdngs. an . d authorrty ma • . 
IJ, to such undert . the prescrrbe (b)' of sub-secttcn (2) . 

8 ns y wh1ch (' ) of clause · · . · h · d 10 an a compan b-clause 1a .1 1990 and will, accordingly, apply rn relatton to t e assessment Ylilar 1990-91. an 
(1"1e ttte purposes of su fleet from 1st Apn, 
tor ts will take e 

1t1ese amend men 1 me-tax Act dealing with capital gain on transfer of capital assets not to be charged 
bsequent years. tiOn 54E of the nco 

sLJ to amend sec . 
clause 12 seeks . lanarion 1 to sub-section (1) to provide that in a case where the original asset 

. certain cases. . rt a new claus~ (e) tn ~x\ ain will not be charged to tax if the assessee in~ests or deposits the whole or 
111 'The amendment seeks to 1 ns~ March, 1989, the cap~~~eJ in clauses (c) and (d) of the Explant~lion and rn such debentu_res or bonds 

nsferred atterthe 31s~ da_y ny of the as~ets spe~ the National Housing Bank Act, 1987, as the Central Government may, by 
is trtra of the net consideration !n a Bank estabhsh~d un elfr 
pa b th National Housrng ·ry in thts beha . . . d 
isS~~d .Y .8 th Official Gazette, spec• - . 90 d w'rll accordingly apply in relation to the assessment year 1990-91 an 
nouftcatlon'" e . from 1st Aprrl, 19 an • ' . 

ThiS amendment will take effect • me 
bsequent years. · tax Act rela. ting to deductions from income c~argeable under the head . lnoo 

:u . 57 of the Income-
Clause 13 seeks to amend sectton 

!rom other sources". 
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Und"'r the existing provisio'ns of the Income-tax Act, the benefit of standard deduction from salaries is not available to a person 
rece>v•ng family pension, since such pension is chargeable und~u the head "Income from other sources·. The proposed amendment 
seeks to provide for a standard deduction of a sum equal to thirty-three and one-third per cent. of the family pension or twelve thous~nd 
rupees, whichever is less, frorn the amount of family pension received by a person. The Explanation s&eks to define the expression 
"family pension" as a regular monthly amount payable by the employer to a person belonging to the family of an employee in the event of 
his death. 

This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and 
subsequent years. 

Clause t4 seeks to amend the provisions of section BOC of the Income-tax Act relating to deduction in respect of lil1.1 insurance 
premia, contributions to provident fund, etc. 

The amendment seeks to include subscription to any such deposit scheme o! the National Housing Bank as the Central Government 
may, by notification, specify as one of the items qualifyina lor deduction in computing the total income of an assessee. The amendment 
also seeks to provide that any repayment of any amount borrowed by the assessee for the purposes of purchase or construction of 
house property from the National housing Bank shall qualify lor deduction under item (cj of sub-clause (il) of clause (h) of sub-section 
(2) of section SOC. 

This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and 
subsequent years. 

Clause 15 seeks to amend section BOCC of the Income-tax Act, relating to deduction in respect of investment in certain naw 
shares. 

Sub-clause (i) seeks to amend sub-section (1) so as to extend the benefit of deduction to investmant in the units issued under any 
scheme of the Unit Trust of India ill he amount of subscription to such units is subscribed only to eligible issue of capital as defined in 
sub-section (3) and sub-clause (ii) seeks to extend the scc.pe of sub-section (3) to cover companies carrying on the business of a 
hospital. 

These amendments will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and 
subsequent years. 

Clause 16 seeks to insert a new section BOJJ in tha Income-tax Act so as to provide for deduction in respect of profits and gains from 
the business of poultry farming. · 

The amendment seeks to provide that 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, a deduction of an amount equal to thirty-three and one­
third per cent. of the profits and gains derived from such business. 

This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and 
subsequent years. 

Clause 17 seeks to amend section BOU of the Income-tax J.d., 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 SOU is availll;ble to. an ~~dividual who Is totally blind or 
ermanentl physically handicapped subject to the condition that the permanent phys1cal dl~~blh!Y has the effect of reducin 

~ubstantialt/'the capacity to engage in a gainful employment or occupa~i~n a~d. is of the nature specified In the rules ma~e by the Boar~ 
. . hall The amount of tax concession available under this proVISIOn IS In the nature of a deduction of a _sum of fifteen thou san 
:~~~~!sbf~om ihe total income of such individual. This deduction is available if such individual produces a certificate from a registere~ 
medical practitioner. 

ed d t ks to extend the benefit of tax concession under this sec.1ion to indlv•.:.tuals who are mentally r 1 
~he propohs amd·e,.n ~~nt ~~= mental retardation has the effect of reducing substantially their capacity to engage in a e a~ded 

sub1ect to t e con 1 1on a . k' . G 1 h ·1 1 F rth . Qatnful 
employment or occupation and is certified as such by a psychiatnst wor .ng In a overnmen .ospl a. -u er, II is propased to 

~:a~~:~ 10 frame rules to sp~c!fy the extent of mental retardation for the purposes of this section 

These amendments will take effect from 1st April, 1990 and will, accordingly, apply in relation to . , .. o:..o·•:>sment year 1990-91 and 

subsequent years. 
Clause 18 seeks to amend s~ion 1158 of the Income-tax Act relating to tax on profns ;;.nd gains...:' lilA insurance business so as to 

extend the provisions of sub-sect1on (2) to assessma:.t year 1990·91. also. 
This amendment will take effect from 1st April, 19:JO and will, ao:ordingly, apply it1 rela!ion to the assessment year 1990•91 and 

subsequent years. 
Clause 19 seeks to amend section 115J of the Income-tax Act making special provisions relating to certa1n companias. 

Sub-clause (i) seeks to insert a new sub-section (1.4) to provil"i11 that every assessee. be•ng .a company_ s_hall, for the purposes of 
. 11 5J prepare its profit and loss account for the relevant prev1ous year 1n accordance Wllh the prov1s1ons ol Parts 11 and Ill of 

scc11on . . A 1956 Schedule VIto the Compan•es cl, . 
Sub-clause (iiJ(a) seeks to make consequential amendment on account of i.,sertton of r::;w sub-section (fA) 

SJb-c.a,1se .,, ,b) seeks to amund clause (i) of the Explanation to ~rov•lle that, whe~.;; sact•on 115J is app_lic;:able to an assessee in 
an "evious year (including the relev:.mt prev1ous year), the amount Withdrawn frcm re,erves cre.lted or prov1s1ons made after the 1st 
c~~ ~~ Apn' 1928 5 ; 311 not be re·!ucecl fr:Jm t;Je book prof;! unless !he book prol1l of sucl' year hao; been mcreased by those reserves or 
p;ovi~ions '(out of which the said amount was withdrawn) under the said Expianat1on. 
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_ . nd Sllb-clause (i•l (a) will take elfect_from 1st April, 1989. The amendment proposed 
The amendments proposed hy su!:>-clau"e. (i)la from tst April. 1988 a:od will, accordingly, apply to the assessment year 1988-89 and 

by sub-clause (ii)(bi will tako effect retrospact•vo Y . 

subsequent years. 1 t A t 1 ,. · · · · I . · . . ub-section ( 1 J of section 153 of the nco me- ax c re a •ng to t1me l•m•t for completion o 
Clause 20 soaks to •nsert a prov•so '" s 

asse nts and re-assessments. · · ssme "de that in respect of the return filed under sub-sect1on (4) or sub-section (5) of section 139, 
1 eeks to prov• 1. The proposed amendmen 5 mencing on the 1st day of April, 1988, or any ear 1er assessment year, no order of assessment 
nt year com · 1 · h' h h which relates to the assossme dhe expiry of one year from the end of the fmanc1a year 1n w 1c sue return is filed. 

shall be made at any t•me alta . • I 
. fleet from 1st Apnl, 1989. 

dment w1il take e . ·' This amen 1 n 192 of the Income-tax Act relating to deduct•on of tax at source from income chargeable un(ler the 

Clause 21 see 
ks to amend sec IO 

head ·salaries". . . ns of sub-section (2A) of section 192, in the case of an assessee, being a Government sa-vant or an 
· ting prOVISIO . . • 

U der the ex•s _1 undertaking, the person responsible for deduction of tax from 1ncome chargeable under the head "Salaries" 
n · publiC se~ or · 1 · 89 Th d d k loyee '"a 1.01 under sub-sect•on (t)o sect•on . e propose amen ment see s to extend this benefit 10 assessees 

emP · d to accorora 1 · · 1 1 h · U · · · · · 
Perm1tto _ 1 ''Y company, co-operative soc•ety, oca aut. oroly, novers1ty, lnStiiUiion, association or bod" 

was employP'-s o a . . , · 
who are .11 take effect from I st June, 1989. 

. amendment WI . _ 
"fhiS amend section 193 of the Income-tax Act relat1ng to deduct1on of tax at source from income b. y wa 1•1 1 1 on 

22 seeks to · y o n ares 
Clause 

securities"· . . revisions, a person responsible for paying any income by way of interest on securities is required to deduct tax at 

U der the exiSting p I payment '' such mcome. 
n at the \lme o . . . 

Ource only 1 provide lor deduction of tax at source either at the 11me of crediting of the said income 1 th 1 h s ) eeks o . · 1. o e account o t e 
lause (a s ntthereol, wh1chever 1s ear 1er. 

sub-C he !lme ol payme . . . . 
ee or at I end clause (v) of the prov1so to sect1on 193 to mcrease the limit lor non-<leduct·10 f 1 1 

PaY ks to am . . . . n o ax at source rom 
~ lause (b) see 1 interest paid by a company m V1h1ch the public are substantially interested from the existino level of one 

Sub C ·n thO nature O nd and five hundred rupees. -
ments ' s to two thousa . . . . . 

paY and rupee . ert an Explan;;JIIOn to seclian 193 whereby cred1ts of any mcome by way of ·1nte t · .1. 1 tnous ks to 1ns • • res on secun 1es o 
Se (c) see ""uspense account or any o.her account shall l::e deemed as credits to the acco t 1 1 th 

sub-claU account". or ·' un o payee or e 
I payable . f tax at ~ource. 

•lnteres duct1on o e of de . k effect from 1 sl June, 1989. 
purpOS ments Wlllta e . . . . . 

These amend end section 263 of the Income-tax Ac~ relatmg to the rev1s1on of orders prejudicial to revenue so as 10 clarify 

3 seel~s to am (a}. (b) and (c) of the ExplanatiOn to sub-sect1on (1) thereof shall be deemed to have always been 
Clause 2 . . ns of clauses 

he proVISIO ' 
thai t . . f(ect retrospectively from 1st June, 1988. . 
effective- ents will take e . . 

amendr11 1.0 n 2asB of the Income-tax Act to clanly that a producer of a cinematograph film shall deliver the 
Tnese ~end sec 1 · 1 ,. th d · h seeks to a": . articulars of all payme~ts o over 1ve ousan rupees_tn t e aggregate made by him 10 each such 
Clause 24 ent conta1n1ng P1 production of such film. whether or not such person 1s an employee . 

. ·te stater!1 d bY him 111 tIll 
requtsl as IS engage lfectlrom 1st June, 1989. 
person ill take e . endm&nt W . mendments of a consequential nature in sections BOA and BOP of the Income-tax Act. 

ThtS am o make certain a . . . . . . 
25 5 eel<5 1 twtthstanding anythmg contamed 10 the not1ftcat1on of the Government of India in the Ministry of 

Clause kS 10 prov1de that;othe 71h November, 1988, and the notification ol the Government of India in the Ministry of Finance 
Clause ~6 sees.O- t02B(E), d~ 148 (E), dated the 23rd February, 1989 in so far a~ it relates to the commencement oft~e 

Home AlfatrS N~ venue) No. S. · 1 S"kkim the provisions of the Income-tax. Act, 1961 w1ll come into Ioree in the State of Sikkim w1th 
(Oepartrnent of ~ 96, in the State 0 

1•1 the 'assessment year commencing on \he 1st day of April, 1990, and any law corresponding to 
Income-taX Act. vious yea·· _rele~an ·~·ately before such commencement, was in Ioree in the State of Sikkim will be deemed never'? 
effect from the p~e t 1961 whtch. 1n:'me 1 the previous year beginning with 1st April, 1988 and ending with the 31st March, 1989 and w1ll 
the Income-taX h~~e effect in relatJon 10 f levy assessment and collection of income-tax and for the purpose of imposing any penalty or 
have ceased 1~ force forfhe purposes 0 cted,with or incidental to, any of the said purposes under such law. 

. be 1n ver co nne • continue to- e whatsoe 
lor any other purpos ff ct from 1st April, 1989. 

Th. clause wilt take e e . 5 1 the Wealth-tax Act relating to exemptions in respect of certain assets. 
ts end sect1on o . 

Cl se 27 seeks 10 am 1 e (xxvc) in sub-section (1) so as to provide exemption in respect of right or mterest of an 
au ( )(i) seeks to insert a ~ewl c aus ce Corporation as is referred to in clause (ii) of sub-section (1) of section BOCCA of the 

Sub-clause a .ty pllin of tr.e Ltfe· nsuran 
, . ny annut assessee tn a · . . . t ar 

Income-tax Act. t. ly from 1st Aoril 1988 and will, accordtngly, apply 10 relation to the assessmen ye 
"til take effect retrospec tve . ' 

, . ndmont w 
T,lls ame . nt years. 

1988-89 and subsoque 
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Sub-clause (a}{ii) seeks to insert new clauses (xxviic) and (xxviid) in sub-section (1) to provide lor exemption !rom wealth-tax in 
respect ol deposits made, in accordance with the scheme rei erred to in item (i) ol sub-clause (iv) of clause (15) of section 10 of t~e 
Income-tax Act. by any employee of the Central Government or a State Government, and for exemption from waalth-tax on depo~I!S 
made with the National Housing Bank astablished under section 3 of the National Housing Bank Act, 1987. 

Sub-clause (b) seeks to amend sub-section (1A) so as to restrict the benefit of aY.emption in relation to deposits made w1th the 
National Housing Bank within the aggregate sum of live lakh rupees. 

These amendments will take effect !rom 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and 
subsequent years. 

Clause 28 seeks to amend the proviso to sub-section (1) of section 17 A of the Wealth-tax Act relating to time limit for completion of 
assessments and re-assessments. 

The proposed amendment seeks to provide that in a case whore the net wealth was first asse-;sable in the assessment year 
· cornrnendng on the 1st day of April, 1987, or any earlier assessment year, such assessment may bo made on or bafore the 31st day of 

March, 1991, and where the not wealth was first assessable in the assessment year commencing on the 1st day of April, 1988, such 
assessment may be made on or before the 31st day of March, 1992. 

This amendment will take effect from 1st April, 1989. 

Clause 29 seeks to amend section 21AA of the Wealth-tax Act relating to assessment of an association of persons, to exclude a 
society registered under the Societies Registration Act, 1860, or under any law corresponding to that Ad in force in any part of India from 
the application of that section. This amendment is consequent to a similar amendment mado in the Income-tax Act by the Direct Tax 
Laws (Amendment) Act, 1987. 

This amendment will take effect from 1st April, 1989. 

Clause 30 seeks to amend section 25 of the Wealth-tax Act relating to powers of the Commissioner to revise orders of subordinate 

authorities. 
It is propo&od to amend tho Explanation to sub-section (2) of section 25 on the lines of similar amendments made in section 263 of 

the Income-tax Act. 

These amendments will take effect retrospectively from 1st June, 1988. 

Clause 31 seeks to amend sub-section (1) of section 16A of the Gilt-tax Act relating to time limit for completion of assessments and 

re-assessments. 
Sub-clause (a} seeks to extend the time limit for completion of the assessment from one year to two years !rom the end of the 

assessment year in which the gilts are lirst assessable. 

Sub-ciause (b) seeks to substitute the proviso to sub-section (1) to provide that in a case where thr _,;Its were first assessable in the 
assessment year commencing on the 1st dhay ofhAp~l. 1987, o_r any earlier as~essment year, suer. assessmont.may btehma1de on or 
before the 31 st day of March, 1991, and w ere t e gifts were f1rst assessable tn the assessment year commenc1ng on e st day of 
April, 1988, such assessment may be made on or before the 31st day of March, 1992. 

These amendments will take effect from 1st April, 1989. 

d ct. 24 of the Gift-tax Act relating to powers of the Commissioner lo r9viso orders of subordinate 
Clause 32 seeks to amen se iOn 

authorities. . . d "d · ct' 263 
E l (on to sub-section (2) of sect1on 24 on the lines of s1m1lar amen mem·. !"'1L. e In so aon of 

It is proposed to amend the xp ar.a I 
the Income-tax Act. 

These amendments will take effect retrospectively from 1st June, 1988; . 
. 4 f th Expenditure-tax Act, 1987 to provide for tax at the rate oc twenty per cent. of the 

Clause 33 seeks to amend section o e 
chargeable expenditure in place of the existing rate of ten per cent. 

This amendment will take effect from 1st June, 1989. 

Cl 34 seeks to amend the Customs Tariff Act, 1975. 
ause . d 'th the Second Schedule seeks to amend the First Schedule to the·.' , .. Jrns To rill Act,-1975, 

Sub-clause (a; of this Clause, rea WI ' 

to-
(a) raise the basic customs duty rates on-

(1) cinnamon and cinnamon-tree flowers ; 
(2) cloves (whole fruit, cloves a,d stems) : 

(3) nutmeg, and ma(;e ; · · bever8ges· ct•mpound alcoholic preparations oi 
(4) un..<Jenatured ethyl alcohol: spirits, liquers and other sp1ri!UOUS • 

a kind used for the manufacture of beverages ; 

(S) copper waste and scrap : 
(G) vincristrine sulphate injection ; .. 

Customs duty rates 1n respect of ball or roller bearings and parts thereat on spec1f1c·curn-ad 
lb) res!ructure the basic 

valorem oa~1s : 
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(c) incorpo~ate some edi~orial am~n?ments app':'ved by the Custom~ Co-operation Council in the 1 al 
Harmomsed Commod•IY Descnpt10n and Cod.ng System (Harmomsed System) in order that the ? text of the 
with the Harmonised System. rrst Schedule is in line 

Sub-clause {b) of this clause. read w~h the Third Schedule. also seeks to amend the First Schedule so as t . . 
relating to parts of machinery, appliances. instruments and articles of Chapters 84 to 86, 89 and 90 of the First Sc;;mn headrng No. 98.06 
omit Notes 7 and 8 in Chapter 98 as a consequential amendment. edule. It also seeks to 

The amendment made by sub-clause (b) will come into force from a date to be notified by the Cent f G . . . ra overnment. 

Clause 35 seeks to levy up to the 31st March, 1990 auxd•ary duties of customs on all imported goods atth 
e rate of 50 per cant of th . 

value. err 

Cl 36 read with the Fourth Schedule, seeks to amend the Schedule to the Central Excise ~ ., A 
a use • . an ct. 1985, to_ 

(a) raise the basic exc1se duty on -
'(1) hydrogenated vegetable fats and oils; 

(2) sugar: 

(3) cut-tobc;cco ; 

(4} cement; 

15) marble slabs ; 

(6) specified types of gases. namely, chlorine, oxygen carbon di 'd . • oxr e, ammoma ; 

17) acetyler.e : 

(B) sulphonamides : 

(9} quinine .3nd its salts ; 

rtain types of medicaments; 
(10) ce . 

I mars of vinyl chlonde or of other halogenated olefins, in primary for • 
(11) poy . ms, 

d paper board and artrcles thereof ; 
(1 2) paper an 

(13) silk yarn ; 

14) yarn of wool; 
( made filament : 
(1 5) man· 

ada staple fibres ; 
(16) man-m . 

. d arn of man-made filaments ; 
17) metallrse Y 

( I' . nand stee • 
(1 B) rro. I iron and steel ; 

9) artrcles o 
<1 . . and articles thereof ; 
(20) alumrnrum 

d articles thereof : 
(21) read an 

. d articles thereof ; 
(22) zrnc an 

. conditioners ; 
(23) arr· 

'deo tapes and cassettes ; 
(24) VI 

(25) television sets ; . 
. . ..,;..ture tubes , 

26) televrsron r'"' . 
( I . sulators of any matenal ; 
(2i') Ql-.>\o-trfl"..a tn 

• . U"ng stod- and parts thereof; 
(28) rarrway ro 1 

29) two-wheelers ; . 
nd other floating structures for breakrng up ; 

3o) vessels a 
' . ., te of duty in respect of coal gas, water gas, producer gas and similar gases . 

(b) rescrrbe nl• ra • 
. d' No 22 o4 relating to ethyl alcohol suitable for being used as fuel for spark-ignition-eng·rn"" . 

(c) ~ 11it hea rng • · . ..s , 
(a) introduce 8 new ~b-heading in Chapter 24 so as to cover preparations containing snuff of tobacco in any proportion; 

(e) chang& the Chapter Notes, tariff description and restructure the duty rates in respect of rubber and artides thereof; 

(I) ch'lnge tho Secllml Notes of Section XI so as to make a minor correction ; 
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(g) change Chapter Notes in respect of cotton fabrics so as to clarify the scope of the term ·manufacture" in relation tc 
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 
lev1able 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 exci~e 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 prepa1..1t.ons containing snuff 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 To1let Preparations (Excise Duties) Act. 
1955, so as. to raise the duty on allopathic medicinal preparations, medicinal preparatic.ns of indigenous system of medicine. 
homoeopath1c preparations and toilet preparations, with some exceptions. 

Chapter ~ (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 m 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 inland _journeys at the rate of 10% of the 
fare paid by such passengers for every such journey. The inland air travel tax will be c:onected by officers of customs appointed under 
the Customs Act, 1962, or the Central Excise Officers appointed under the Central Exc~ses and Salt Act, 1 ~4, or s~ch other officers of 
the Central Government or the State Government or the International Airports Authonty of India or the National Airports Authority, or 

such carriers as may be authorised in this behalf by the Central Government. 

Clause 43 provides lor rounding off of the inland air travel tax to the nearest rupee. 

Clause 44 confers power on the Central Government to grant examptions (total or partial) from the payment of inland air travel 

tax. 

Clause 46 provides lor penalties and adjudication of penalties. 

The other clauses of this Chapter deal with incidental and supplemental matters including the power C"f 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 ioreign travel tax. 

The amendm.ents made by clause 51 will take effect from a date to be notified by the Central Government. 



FINANCIAL MEMORANDUM 

1 the Bill provides for the levy of a new tax to be known as inland air travel tax in 
ChapterV o 

. 1 d 1·0 urneys by passengers in an aircraft. 
respect of an an 

lax will necessitate employment of addilional staff in the Customs and Central 
The new 
. 1. ld formations and the Directorate General of Inspection (Customs and Central 

EXCISe 18 . 
. ) This staff will be required to check the weekly returns, passenger lists and cases 

Exc1se. 
relating 10 refunds or short collections. This is expected to involve a total annual recurring 

expenditure ol abOut As. 20 lakhs. Besides this annual recurring expenditure, non-recurring 

expenditure ol As. 5 lakhs is also likely to be incurred. 

To the extent the collection ol the tax is entrusted to any State Government or the 

t. nal Airports Authority of India or the National Airports Authority or carriers who may be 
lnterna IO 
authorised by the central Government in this behalf, it will be necessary to incur expenditure lor 

I collection charges. The exact expenditure to be incurred for such collection which 
paymento . . • 

ecurring nature. cannot be est1mated at th1s stage. 
will be of a r . 

Visions of the said Chapter do not involve any other expenditure, whether of a 
The pro 

. of a non-recurring nature. 
recurnnQ or 
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MEMORANDUM REGARDING DELEGATED LEGISLATION 

SutH:Iause (b)of clause 4cfthe Bill seeks to insert a new item (i) in sub-clause (iv) of clause (15) of, and to insert a new 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 
Government to frame a scheme, 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 s1= ecify, by notification in the 
Official Gazette, any Exchange Risk Administration Fund set up by public financial institutions, either jointly or separately, whereupon the 
income of such Fund will be exempt from income-tax. 

Clause 1 0 of the Bill seeks to insert a new section 44BBB in the Income-tax Act. The said section ampowers the Central Government to 
approve any turnkey power project which is financed under any international aid programme for ~t· · purposes of application of the 
provisions in relation to business of civil construction or the business of erection of plant or machinery,., "sting or commissioning thereof 

in conn~ion with such project. 

Clause 11 of the Bill seeks to amend sub-section (2) of section 4S of the Income-tax Act. The new clause (a) of the Explanation to sub­
section (2) empowers the Central Government to approve a venture capital company_which_ is engaged in providi_ng finance to venture 
capital undertakings mainly by way of acquiring equity shares of such undertakings or, if the carcum~tances so requ1re, by way of ad~~nc­
ing loans to such undertakings. Clause (b) of the said Explanation enables the Cent~ a I Board of ~a reel Taxes to make rules, by notifica­
tion in the Official Gazette, to specify an authority which may approve a venture cap1tal unde~akang forth~ purposes of new sub-clause 
(ia)of clause (b) of sub-section (2), having regard to the factors specified in clause (b) of the sa1d Explanation. F~rt~er, sub-clause (1) of 
clause (b) of the Explanation empowers the Board to make rules for specifying a higher amo~nt than the ex1st~ng ten c~ore r~pees 
specified in that sub-clause, in relation to the total investment in I he venture capital undertaking, wh1ch may be taken 1_nto cons1derat1on by 
the prescribed authority as one of the factors for approving a venture capital undertaking for the purposes of sect1on 4S. 

Clause 12 ofthe Bill seeks to insert a new clause (e) in Explanation 1 of sub-section (1) of section 54E of tho Income-tax Act. The new 
clause (e) empowers the Central Governmentto specify, by notification in the Official Gazette, debentures or bonds issued by the National 
Housing Bank which will be treated as "specified asset" for the purposes of lhe said section. 

Clause 14 of the Bill seeks to amend sub-section (2) of section SOC of the Income-tax Act relating to doductions in respect of life 
insurance premia, contributions to provident fund, etc. The new sub-clause (ia) of clause (h) of sub-section (2) empowers the Central 
Government to 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 SOU 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 for the purposes of that sub-section, whereupon a person 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 SOU 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 t~x 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 spell out in the clause. 

Clause 4S 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 in_clude collection of inland air travel tax, the charges for collection payable to any State Government or th 
lnte~ational Airports Authority of ln~ia~rt~e National A!rports Authority or carriers, the specification of authorities competent to discharg: 
functions under Chapter V, the adJudiCation of penalties, manner of payment and collection of tax, penalties or other sums due unde 
Chapter V, powers of officers to enter upon and inspect and search any aircraft, etc., the procedure for adjudication of penalties an; 
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 
Government or the Central Board ~I Direct Taxes'? issue notifications, frame schemes and make rules for the puri)Oses specified in the 
relevant provisions. The m~tters ~~ ~aspect of wh1ch notifications may be issued or schemes may be framed or rules may be made in 
accordance with the aforesaid prOVISIOns are matters of administrative detail or procedure and it is not practicable to provide forthem in th 
~~ e 

The delegation of legislative power is, therefore, of a normal character. 
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MEMORANDIJM £XPL.AtrWHi FINANCE BILL, 1989 
T~ E p itoV Is I" N s 'P~OVISIONS RELATING TO DIRECT TAXES 

. 89 · th sphere of direct taxes relate to the following matters: 
. Finance Bill, 19 , In e 'bl 

The provisions 1n the • es liable to tax for assessment year 1989-90; the ratss at which tax will be deduct• e 

(.1) p iblng the rates of i!IC?me-t~ ~~~~:'::om interest (including interest on securities), dividends, salaries paid to employees, 
rescn during the financial year rd puzzles winnings from horse-races, insurance commission and other categories of income 

atsource . sorcrosswo • · f" d t • d · nt . · s from lottene d the Income-tax Act· rates for computatiOn o a vance ax an charg1ng of income-tax on curre 
w1nmng . uax un er • 
liable to deducl10~ 0 s for the financial year 1989-90. 

. certain case . 
incomes In 88 rovided that in the<tase of any income chargeable tot~ under the head "Salaries" or in respect of whiCh 

(ii) The Finance Act, 1~8 ~ld, where the total income in such cases exceeds f1fty thousand rupees, the amount of income-tax 
advance tax is to P tax paid, is to be increased by a surcharge calculated at the rata of 5 par cant. of such income-tax. 

d the advance · d' id d · · f lett · deducts or ct of any payment by way of Interest, IV an • w1nmngs rom anes or crossword puzzles, winnings from 
Further, in respe ents to contractors and sub-contractors, the amount of tax deducted at source had to be increased by a 
horse-races or ~ar~ at the rate of5 percent. of the tax deducted. However, surcharge was not to be paid or deducted at source 
surcharge calcu ~n~me or any payment made to a non-resident or a foreign company. The provision for levy of surcharge has, 
in respect of any. corporated in Part I olthe First Schedule. 
therefore, been In . . . . .. 

ision tor the levy of surcharge lor mob1hsm~ resources for meetm~ the conditions created by drought was introduced by 
(iii) The prov Amendment) Act, 1987 and was cont~nued f~rther for a panod of one year by the Finance Act, 1988. Since these 

the finance ( r exist it is proposed not to cont1nue th1s surcharge. The surcharge on wea"h-tax at the rat 1 t r cant. 
conditions no longetempo'rary period of one year is also not being continued. nowever, to provide relief forth e 0 en lope d it i~ 

Was tor a . . 1 1 1 T . . e unemp ye • 
which too d ce a new mtens1ve rura emp oymen programme. o mobl11se resources for this it is d t levy a 
Proposed to intro u 1 eight per cent. of income-tax in cases where the total income exceeds fifty thous~nd propo~e 0 ct of 

surcharge 
atthe rate o · rupees m respe -

d during the financial year 1989-90, on which tax is deductible at source· and 
n payment ma e . . . , 

(a) a Y h'ch advance tax 1s payable or any mcome charged to tax, dunng the financial ye 1989_90 . come on w 1 . ar . 
(b) anY In .11 be levied on incomes in r~spect of which payment is made to a non-resident or a foreign company, or 

no surcharge WI . payable by the non·res1dent or the fore1gn company. 
However' . advance tax IS . . . . . . 

. as on whiCh a-tax Act, 1961 with a v1ew t~ mc~rpo.ratlng certa.'n mce~t~ves for growth and well are, providin certain anti-
lncom dmentof lncom simplification and rat1onahsat1on of certam prov1s1ons and certain other matters g 

. ) Amen measures, . 
(IV taX avoidance Wealth-tax Act, 1957 with a view to rationalise certain provisions. 

Amendment of the . Act 1959 with a view to rationalise certain provisions. 
(v) f the Gift-tax • . 

. Amendment 0 nditure Tax Act, 1987 to enhance the rate of tax on chargeable expenditure incurred in certain 
(vi) t of the Expe 

.. Amendmen 
(vii) 110tels. -tax Act, 1961 to the State of Sikkim. 

. f the Income . . . . . . . . 
... extensiOn 0 . which have been Indicated while dealing With the .elevant prOVISIOns, the Bill follows the principle 

(viii) . certain exception~. in the provisions of the tax laws, should ordinarily be made operative prospectively in relation to 

2. suble.ct tho rates of tax: as a ~0 ome of past years. The provisions relating to deduction of tax at source have been generally made 
s 1n I e 1at1ontolnc 1 h · · · · th B'll 1 · 

1 change d not in re 1989 The substance o t e mam prov1s1ons 1n e 1 re atmg to direct taxes is explained in the 
tha t'ncomes an f m 1st June, · 
curran 1 'th effect ro 
applicable WI raphs:­
following parag 

INCOME· TAX 

t ., In respect of Incomes liable to rax for the assessment year 1989-90. 
f Income· a,. 1. Rates o ·es of truq:ayers (corporata as well as non-corporate) liable to tax for the assessment year 

1 incomes of a1.1 ca~~·gor~urcharge thereon) have been specified in Part I of the First Schedule to the Bill '!nd are the 
3. In respect 00 f income-tax (tncl~ ~g F st Schedule to the Finance A.c\, 1988, for tha purposes of computation of •advance tax.· • 

1989-90, the rate~d doWn in Part Ill 0 . 1 0 ~computation of tax payable in certain cases during the financial year. 
s those 1a1 f om sala11es an 

samd e a,. n of tax at source r f 1 v vt sCturce during the financial year from Income other than "Salaries". 
de uc 10 deducllon o a ... 

11. Rates for . 1 source dming the financial year 1989-90 from \ncomes other than ·salaries· ha~e been 
for deduction of mcome-t~x. ~.11 These rates apply to income by way of interest on securities, interest other than 'mterest 

4. Therate~lloftheFirstScheduletQI e. \n winnings from lotteries, crossword puzzles and horse-races and income of non­
specified .i~ p~ dividends, insurance. commiSSI th~n .'alary income. These rates are basically the same as those specified in Part \1 of the 
on ~ecurit(I~S iuding non-resident lndlans)fother pos:s of deduction of tax at source during the financial year 1988-89. 
res1dents me h Fnance Act, 1988 or pur 
First Schedule to 1 e 1 
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5. During the financial year 1989-90, i~ respect of any income by way of winnings from lotteries, crossword puzzles and horse-races, 

tax shall be deducted at source on payment made to a non-resident (including non-resident Indian) as also to a company at the rate ot40 
per cent. of such income. This provision is in line with the existing provision applicable to a person resident in India, not being a 

company. 
6. In respect of payments referred to in the preceding paragraph as also to the payment made to a contractor or a sub-contractor 

where tax is deducted at source, the amount oftax so deducted shall be increased by a surcharge calculated 'at the rate of 8 per cent. ott he 
amount of tax deducted. However, 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. 

Ill. Rates for deduction of tax at source from "Salaries", computation of "advance tax" and charging of Income-tax in 
special cases during the financial year 1989-90. 

7. The rates for deduction of tax at source from "Salaries" during tho financial year 1989-90 and also lor the computation of"advance 
tax" payable during that year in the case of all categories of taxpayers have been sp&cilied in Part Ill of the First Schedule to the Bill. These 
rates are also applicable for charging inrome-tax during the financial year 1989 90 on current incomes in cases where accelerated 
assessments t-aaveto be made, e.g., provisional assessment of shipping profits aris:ng in India to non-residents, assessment of persons 
leaving India for good during the financial year 1989-90, assessment of persons who are likely to transfer property to avoid tax or where 
an order has to be passed in a case of search and seizure lor calculating the a,mount of tax on the estimated undisclosed income, 

etc. 
8. in the case of a person whose income exceeds fifty thousand rupees, the amount of income-tax deductible or advance tax payable 

or income-tax payable, as the case may be, shall be increased by a surcharge calculated at the rate of eight per cent. of the lax so 
deductible or advance tax or income-tax so payable. However, no such surch.arge shall be levied in acasewhercthe j)ayment is made to 
or advance tax or income-tax is payable on the income of. a non-resident (Including non-resident Indian) or a foreign company. 

IV. Individuals, Hindu undivided families, associations of persons, bodies of Individuals, co-operative societies and local 
authorities. 

9. In the case cl1ndividuals, Hindu undivided families, associations of persons etc. the rates of income-lax have been specified in 
Paragraph A of Part Ill of the First Schedule to the Bill. In the case of co-operative societies and local authorities, the rates of income-tax 
have been specified in Paragraph Band Paragraph C respectively of Part Ill of the First Schedule to the Bill. which is the same as in Part 1 
of the First Schedule to the Finance Act, 1988. II is proposed to restructure the rate schedule applicable in the case of individuals, Hindu 
undivided families (other than those having at least one member with independent total income exceeding the exemption limit), 
un~egistered 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.SO,OOO shall be as 
under:-

Total Income 

18,000 

19,000 

20,000 

21,000 

22,000 

23,000 

Tax Relief 

Nil 

50 

100 

150 

200 

250 

Table 

Total Income 

24,000 

25,000 

30,000 

40,000 

50,000 

----------------------

v. Companies 

Tax Relief 

300 

350 

350 

350 

350 

10. In the case of companies, the rates of income-tax have been specified in paragraph E of Part Ill of the First Schedule to !he Bill. 
These rates are the same as specified in paragraph E of Part I of the First Schedule. 

VL Partially integrated taxation of non-agricultural income with Income derived from agriculture. 

11. As in th~ past, th_e Finane~ Bill provides that in the case of individuals, Hindu undivided families, ot:1er associations of persons, 
etc. !h~ net agncuhural ~ncnme Will be taken into account for the computation of "advance tax• and charging of income-tax. These 
prov1stons ar~ 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 announcen:'ent was ":lade by the Finance Minister in the Budget Speech for 1988-89that a scheme will be framed, for the 
)Urpose of exchange nsk protection of borrowers of foreign currency loans from financial institutions. The Government has since then 
orm~l~ted _a scheme k~own_ as Exchange Risk Administration Scheme (ERAS) setting up a Fund, namely, the Exchange Risk 
\dm_1n1stratton Fun~. With~ v1ew to help the growth of this fund in it-: initial stage, it is proposed to provide the following tax concessions:-

(!) By amending sect .on 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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tax Act to provide that the income in the nature of exchange risk premium received by 

(ii} By amending section 10 of tna lncomboe- wars' for being credited to the corpus of the fund will be exempt in the1·r hands-
b · 1· · 1 • ·t f from·the rro · · d b h ' pu he manc1a 1nst1 u 1ons -tax Act to provide that the contnbut1on ma e Y I e public financial institutions to the 

(iii) By amending sec1ion 36 of .theFincodm;., be al~wed as a business deduction in computing their income· 
R. k Ad · ·strauon un 1 1y · 1 ,. t th ' Exchange IS . mana eel from 1st April, 1989 and will, accordingly, app m re a aon ° e assessment year 1989-90 and 

These amendments w1ll take elf [ Clauses 4 and 8 J 
5 ubsequent years. Incentives for Venture Capital Undertakings. 

nt mad a by the Finance Minister in the Budget Speech for 1988-89 that a scheme to ob 'at the 

I I rtherance of the announcer:nn~aising equity capital would be framed, it has been decided to formulate a scheme f vita • e up 
13 n u t epreneurs ' . I . d k" h th . k or se mg _ : 1 edhYnewen r xtendventurecapata ass1stancetoun erta 1ngsw ere ens elementiscompar r 1 h" h d 

0 rtf teUhleS a~al companies/Funds to ~d non-affluent. With a view to help the growth of Venture Capital Companies/Fund a 1~8 y 19 da_n 
Venture CaP ours are relatively ".cwpa r~posedto provide that!he venture capital companies in respect of the capital ga· s, . ~ amenh ang 

ntrepren tax Act at as .11 d d . h . 1ns ans1ng tot em 

'
f1 e e 1 the Income- • .1 1 undertakings wa get a e uctaon at t e same rate as available to non-corporate 1 ~ion 49 o of venture cap a a ax payers. 
~~- teofshares . k effect from tst April, 1990 and will. accordingly, apply in relation to assessment d 

,.., sa dment wall ta e year 1990-91 an 
0 JhiS amen rs [ Clause 11 ) 

&?sequent yea · Modiflcalton of provisions relating to Investment In certain new shares. 

&- v . ovisions of section BOCC of the Income-tax Act, a deduction of fifty per cent on a . 
nder the existing ~missibie. in respect of certain equity shares forming part of any eligible issue. of ca ~axlmum investment of 

14. U ntY thousa_nd IS a Mutual Fund set up by public sector banks or other financial institutions if sue:! tal:s also an _respect of 
ees rwe . the Units of any · un s subscnbe only to 

vP tmentln ital. . !' f'"l...t~ 5 issue of caP . Trust of India at par wath mutualfunds set up by other public financial institutions . 
• 1,gable . wtobring the Unit. ions of section aocc of the lncome-tax.Act, so as to extend its coverage tc ~r. .. ,and public :ector banks. 
~ With a " 19 mend the proVIS d" if the funds of such scheme are mvested in the eligible issue 01 .1 1 nvestment In the unats of 

. eekS to a U it Trust of In a a, . . . cap• a . 
e f31tl s 9 0 tthe n a e investment m respect of hospitals m the corporate sector, it is proposed 10 . . . 

• f1 y sen em . h a vieW to encour :ct so as to extend the scope of the provisions to investment in sh amend the prov1s1ons of 
~ ('1 r111er, wit he Income-tax • ares of companies which are 

fU oCC of I . u hospitals. . . . . . 
tiOO Sed tor setting P !I 1 from 1st Apnl, 1990, and Will, accordmgly, apply m relat1on to the as 

!?eC naral ts will take e ec sessment year 1990-91 and 
cor,.-- end men l Clause 15] 

i ('1 -rnese am ars. Tax incentives for poultry farming. 
equentYe 

LJ~s 
1/? 

Act which inter-alia, prov1ded a deduction of Rs.15 ooot- in resp ct 1 . me-tax • · · • e o ancome 1 1 of the I nco 1985 with effect from 1st Apnl, 1986. Lately, however it has been b rom pou try 
seetion aoJJ the Finance Act. ltry farming have been facing hardship because of van~ us adver~e ~ought to the notice of the 

15· omitted bY ns engaged an po~ by the persons engaged in poultry farming, II is proposed to provid~arc~~tances. Therefore, 
....,in9 was nat perso h rdshiP face . I om poultry farming. a e uct•on at the rate ol 

-f ~ r'.. nmenl t ove the a t of the Income r . 

0 over vieW to remne-third per cen · tst April, 1990 and will, accordingly, apply in relation to the assessm t 
j111 a and o elfectlrom en year 1990-91 ctnd 

.tJII irty-three men! will take l Clauses 16 and 25 ] 

tt1 This amen:rs. WELFARE MEASURES 
equent ye 

~L)bS i s In respect of new deposit scheme for retiring employ~es. 
ax con cess on . 

f, . G "ernment employees are on the look-out for mvestmer.t opportunities w·i\h . 1 tinng o. . 1. . . . max1mum pas -
~·ed thai re . ed b them as ret~rement oene 1ts on retarement. W1th a v1ew to obviate the d 1 .. n obse•• ce1v Y . 1 h . . be 1. nee or ret1nng 

It nas tJe9 the moneY re tive sources lor anvestment o \ elr retirement ne Its: and als.o.to main'.ain the level of funds in 
16. ·n regard to to seek altern~ posed to formulate a new deposit scheme an wh1ch a retmng Government employee may 
eturn ' 1 yeas 11 IS pro · 1 Th h ·1 taX r nt ernP o e schemes. ,. tor a lock-in penod o three years. esc erne WII apply to all Central or State Government 
ernrne .... eHar 1 bene 1ts · d · d · Go~ mployee ... . retirernen 1 11 wing tax concess1ons to the ej)OSI\s ma e under th1s scheme:-

vanous e r ar1 of hiS extend the o o . . 
·nvest whole 0 .P propOsed to . 10 of the Income-tax Act. to prov1de that the mterest earned in respect of deposits shall be 
'employees. It IS . provisions of section 

. 8 arnendln9. e-tax; and . . . (1) Y 1 from 1ncom t" n 5 of the Wealth-tax A:t, to prov1de th~t the depos1ts rnade shall be tully exempt from 
exernP visions of sec IO 

ding the pro 
( .. ) BY amen . . . . . 

11 lth-tax. t 1 om 1 ~t t..pril 1990 and w1ll, accordmgly. apply 1n rela\lon to t.1e assessment year 1990-91 
wea . k. flee r -· · • 

The abOve arn 
endrnents w1ll ta 9 e t Clauses 4 and 27 \ 

and subsequent years. 

Measures to grant rt~lief to salaried taxpayers. 

. . . 1 1 8 (i) of section 16 ol the Income-tax Act, in the case ot an employee provided with a m~tor 

7 U der the existing prov•s•ons 0 ~ a~s employer tor nis use, otherwise than wholly or exclusively, in the pet1ormance ot his du\les, 
car ~oior~cle, scoot'!rorother ~oped. y ~e chargeable under the head "Salaries". is restricted to Rs.1,000/- only. The Explanation 2 
the.standard deduction incoa:nputlng t~e •n~o hicle is provided only lor iourney !rom residence to otlice.or any other place of work, the us~ 
to this clause, however, provides t~at 1 ~huec u:: ol such vehicle otherwise than wholly or exclusively in the pet1ormance ol his duties. Th1s 
of such vehicle will not be regarde as 
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. . 1 1 r concessional 

restriction causes hardship to employees in the private sector who are also liable to tax on the value of perquiSite o rae 0 

use of employers' vehicles. 
. . . . . . . . . . posed to delete the 

To provide un~orm1ty 10 the allowance of standard deduction to employees of public and pnvate sector, rt IS pro. ance 
proviso to clause (i) of section 16, thereby allowing the standard deduction in full even to those employees who are entitled to conv~ that 
!acilities. Further, as a consequential amendment, it is proposed to amend clause (iii) of sub-section (2) of section 17 so as to pr~ ~from 
the use of any vehicle provided to an employee for journey by the employee, from his residence to his office or other place of wo ' 0 ·onal 
office or such place to his residence, shall not be treated as any benefit or amenity granted or provided free of cost or at concesSI 
rates. 

. . . . . . . "ded towards 
Under the existing prov1s1ons of section 16 relating to deduction from salanes, no separate deduct1on IS provl m ~ 

professional tax paid by a salaried employee. Since the maximum amount payable by way of professional tax was Rs.250/- per a;~rtide 
was not considered rroperto provide for a separate deduction in this regard. By the Constitution (Sixti£>th Amendment) Act, 198 bi· tM 
276(2) has been amended to raise the ceiling of professional tax from Rs.250/- to Rs.2,500/- per annum with the object of ena dln~ipto 
State Governments to raise additional resources. The payment of Rs.2,500/- per annum by way of professional tax Will cause har sed 10 
salaried employees, if a separate deduction is not allowed to them. Persons deriving income from business or profession are alloW 
claim deduction in respect of such tax as business expense. 

w· h . . . . . to provide that 
1! a v1ew to prov1d1ng relief to the salaried taxpayers, it is proposed to amend sect1on 16 of the Income-tax Act, so as d tion in 

the tax on emp~o~ment, by whatever name called. levied by a State under Article 276 of the Constitutio~ shall be allowed as a de uc 
computing the1r 1ncome under the head "Salaries·. 

These amendments will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-~~jnd 
subsequent years. [ Clauses 5 an 

Providing standard deduction In respect of family pension. . 

.1s. Under the existing provisions of the Income-tax Act, there is no provision for allowing standard deduction on family pensiOn 
recetved by the widows and heirs of deceased employees. 

A If "d that in anY sa we are measure and to remove the hardship, it is proposed to amend the provisions of the Income-tax Act to proVI e 1 the 
case where a person· is in receipt of family pension, he shall be allowed standard deduction of thirty-three and one-third per cent. 0 

fam1ly pens1on subject to a maximum amount of Rs.12,000/-. 
T. . ~~ 

hts amendment will take effect from 1st day of April, 1990 and will, accordingly, apply in relation to the assessment year 19 13 1 
subsequent years. : [ Clause 

Tax concessions In respect of deposits with National Housing Bank. 1 
19 I th B · Nationa 
. · n e udget Speech for 19S7-SS, the Prime Minister and Minister of Finance had announced the decision to set up a dar to 

Houstng Ba~k. Necesary legislation in this regard has been passed and the National Housing Bank has become operationa~. _In or 1 the 
help the National Housing Bank to mobilise resources, it is proposed to provide the following tax incentives under the proVISions 0 

Income-tax Act and Wealth-tax Act:-

(.) B . . . . . h e of the 1 Y ~mend1ng ~ect1on SOC of the Income-tax Act, to provide that depos;ts made 10 the Home Loan Accou~t ~c e~. and 
National .Hous10g Bank will qualify for deduction from the gross total incomo of taxpayers subject to the ex;stlng ceiltn9 
rates; 

(ii) B · . 1 1 n to the Y amend10g clause (h) of sub-section (2) of section SOC of the Income-tax Act, to prov1de that the repayment o oa 
National Housing Bank will qualify for deduction to the extent of Rs.1 0,000/- under the overall ceiling of Rs.40,000/-; 

(iii) B · ' . · n the 
Y amen?tng section 54E of the Income-tax Act, to provide that the taxpayers will now gat tax concession on cap1tal gatnS, ' 

net consideration is invested in the bonds and debentures issued by the National Housing Bank also; 

(iv) By amending section 5 of the Wealth-tax Act to provide that the investment made in National Housing Bank will be exempt from 
wealth-tax subject to the overall ceiling of Rs.S lakhs. 

d The above amendments will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990; 91 1 
.m subsequent years. [ Clauses 12, 14 and 2 

Extending the tax concession available to totally blind or physically handicapped resident persons. 
20· ~nderthe existing provisions of section SO-U of the Income-tax Act, permanently phy.,;ically handicapped persons are entitled 

to a deduction of Rs.15,000/- from their gross total income. The deduction is allowed only if the permanent physical disability is such_ a~ to 
hav~ t~e effect of reducing substantially the capacity of a person to engage in gainful employment or occupation. Under the eXISting 
prOVISions of section SO-U, the tax concession is not available to mentally retarded persons. 

Since mental retardation is a disability more severe in nature and consequence than many other disabilities, and the mentally 
retarded persons face greater problems than other categories of disabled, it is proposed to amend section SO-U of the Income-tax Act so 
as to extend the tax concession presently available under this section to mentally retarded persons also. 

This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 and 
subsequent years. [ Clause 17 I 

Extension of the provisions relating to tax on pronts and gains of life Insurance business. 
21 · Under the existing provisions of section 115B of the Income-tax Act, the profits and gains of life insurance business is taxable at 
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he acturial surplus. Sub-section (2) of section 1_158 p~vides that the profits and gains of life 

the rate of twelve and one-half per cent. of 1 f ~nt iflwo and one-half percent. of its profits and gains and thirty-three and on•· 
· b · d tthe rate o ten per Cv • ·r· db th C f 1:1surance usmess may be taxa a . d ·ted in the Social Security Fund not11e Y e antral Government. Theprovisionso 
third percent. of the income-tax so payable Is ~_po~;eonly in respect of the assessment year 1989-90. With a view to ensure continuity of 
sub-section (2) of sec! ion 1158 were mda~t~ aprporcpoas~d that the assessee engaged in "the life insurance business will be taxed at the rat• of 

· Fun I ISP v r d it two d d flow offunds to the Social securrty a~theryear i.e. assessment year 1990-~1. 1 II epos s ~n one-h~lf percent. of its profits an 
ten per cent of its acturial surplus for nt of tho income-tax so payable durrng tho relevant pravrous year, rn the Social Security Fund 

·. d ne-third per co . 
gains and thrrty-three an ° d" 

G nmenl of In 18" · · bl I f · set up by the over f om 1st April 1990 and Will be applrca e on Y or one year r.e., for the assessment year 
. ke effect r ' 

This amendment Will ta [ Clause 18 ) 

1990-91. MEASURES FOR RATIONALISATION. 

Clarlflcatol}' amendment of provisions relating to sgrlcu/tursllncome. 

. 970• capital gains arisin~ from transfer of agricultural land wa_s not subjected to tax, as agricultural land was 
·or 10 1st Aprrl. 1 f ita I asset' in sect1on 2(14) of the Income-tax Act. By v1rtue of amendment of sub-clau (""") f 1 sa 

22· Pdrf1 om the definition ° 'ca1 s~ April. 1970, agricultural land situated in any area comprised within the jurisdiction of seM 111 .0 . c altyu r 
de r . h fleet from 1 h h d) . id h . . a un1crpa o 

exch.J tion 2 w1t e . ulation of not ess I an ten I ousan or 1n any area outs e t e hm1ts of any Municip lty C 1 
( 14) of se~nt soard (having alpo~ less than ten thousand) upto a maximum distance of 8 Kms. from such limits as not~·edo~ ~nt~nmenl 
c;Bnton(hm~lling a papulation ° h~o the definition of 'capital asset' and hence, any gain arising from the transfer of such a 1 '. 1 Y 1 

191 dentra 
ard o . Juded w11 1n . C . Co h h gncu lura an was eo ent was me . 1 ita I gains taxation. ertam urts ave, owever, held that profits from the sal 1 . d 

Gollernm "thin the purvieW 0 ~apd therefore. it is exempt from tax under section 10 of the Income-tax Act Soma·c9 0 rtaghncultural lan 
hi w• 1·ncome an . . .. 1 d . . f · ou s ave held •hat 

proU9 ·agricultura ' ttlement of the rud1c1a controversy by a ec1s1on o the Supreme Court may take 1 . . titute ble These a ong 11m e. Till ,,,en, 
cof1S. ome is taxa ·d 1 be desirable. 

h ,nc · 1 w waul no · · ed I ., b I· · 
5 uc ·nitY 1n a . natisation.•t•spropos toe any ywayo msartlonofanExplanationthatca .t 1 . . . 
tJ ,certa• sa measure of ralloll rat land will not constitute 'revenue' within the meaning of section 2(1 A) 0f~ha ~ams ansmg from 

refore. a said agncu u e nco me-tax Act. 
The fer of the afore trospectively from 1st April, 1970 and will, accordingly, apply in relation 10 th 

e trans ill take elf eel re e assessment year 
ttl . ,endment w ears. [Clause 3] 

ThiS a d subsequent Y 11. at/on of provisions relating to Investment deposit account. 
An-11 311 f',fod IC . 

1 9 I AB of the Income-tax Act, a deduction of 20 per cent. of the profits is allowed only 1 th 
I· on 32 . ~") b · 1 . o ose assessees 

·sting sec I lession', whrch means ,1 usmess or pro ess1on other than the busines f ct" 
d the ex• . s or pro .,. d . th L" t. th El th S h d I . s o constru •on, .., un er . "ble bus•nes . Ia or thing spec1 1a 1n e 1s m e even c e u e (m case it is not a small 1 . d t . 1 

2.:>· rY on ·eh9' d ction of anY art•c ·ng or hiring ol machinery or plant to an industrial undertaking other than a sm 11sca ,0 ~n d us tar 
whO ca~ure or prO. ~I e business of leas; low priority items as specified in the List in the Eleventh Schedule The p~o a_ sea e 1n1 ~s 11~0 
_,a,ufak·ng) and (II) d1·n the business 0 ted as a substitute to investment allowance, which was available 10 evevlslons rea mgho 
"· d rta ' age 1 e enac . 1 . . d . · ry assessee w 
LJ, e king. en9 . Account we~ It or installed new mach~nery or pan~ ~n a~ m ustnal undertaking, for the purposes ot business ot 
t.J,dert~enl oepos•l i or a neW a11cr~tion of any article or thmg not spec1h~d m the El_eventh Schedule of the Income-tax Act. The 

1,..,est sed a neW s~~cture or produ investment allowance was on ac~ual1nvestment m plant and machinery installed 10 produce or 

Purcha ·on ,an~. he benefit of 1 n the person who made the mvestment. However, under the Investment Deoosit Account a 
trucli ' hn9 1 · and no 0 1 · ., ·t Th" · · k · · · · co,s is for alia• hi h prioritY . e investment is made lor ow pnon y I ems. IS IS not m eepmg with the object of development 

,-rtPnas ·tams of g fl ellen tl th 
e uracture I "I !the bene ' 
man on can alia• 0 prioritY sector. k to amend section 32AB of the Income-tax Act, to provide the benefit of deduction to any 
Pers h olth8 Bill see s · d t·1· th d " d growl aly the . profession, who depos1ts an u 11ses e epos .. orpurchases new machinery or plant to be 
gn 011e thiS a nom tr'om bUSiness or . ·ty items i.e. items not specified in the Eleventh Schedule. 

To rerTI illinQ income oduction of pnon . . 
ssessee. der ufacture or pr 9 taxpayers, this amendment IS proposed to be made ef1ect1ve I rom 1st April, 1991 and will, 

9 ed in the man ate notice to th nt year 1991-92 and subsequent years. 
us illS adequ. the assess me . . . 

In order tog 1 in relatton to ovides thai the amounts depos1ted w1th the Development Bank in accordance with the 
ceordingly. apP y 1 the Income-tax ~ct. pr before the expiry of p period of five years !rom the date of deposit, except in the case ol,--

a 5 b-section (SA) 0 nitted to be With rawner (c) partition ol Hindu Undivided lamily. (d) dissolution ol the firm, (e) liquidation of the 

he~e shall not be pe(rbl ) death ol the tax pay s' may be specilied in the Scheme. This sub-section is being interpreted in a manner that 
sc · ·ness. . mstances a . · d. · h d · · · · ) closure of bus•. h other c1rcu 1 y amount stand1ng to h1s ere 11 tn I e epos1t account after a penod oll1ve years from the 
(a mpany, and (I) 1n ~uc a de by a tax_payer 0 an poses for which a withdrawal can be made as specified in the Scheme do not have to be 
f~ case a with~rawa~;ition rega~d 1ng t~:ep:~ount of withdrawal. Such an interpretation is against the legislative intent and may lead to 
date of deposit, the will be levied on 

r d with and no tax 
co~P ~ed litigation. . 1 r intention in this regard, the Bill seeks to make an amendment in section 32AB, so as to 
pro ra_ . to clarify the cor~ect legiS~ ~e the Development Bank even alter a period of live years from the date of deposit and t~e 

":'•th a VleWh any amount IS released .Yth"n the time specified in the Scheme, the same shall be deemed \o be the profits and gatns 
Prov•de that w ere with an WI 1 · d d h 11 d. . tTsed in accordance . in which such withdrawal IS ma e an s a , accor 1ngly, be chargeable to tax. 
same 1s not u '' . f the prev1ous year .. 
of business or prolessiO~ 0 entioned at clauses (a) and (d) of sub-section (SA) may be usedlortax avoidance purpose~, it ts also 

Further, as the circumstances. m drawn or obtained consequent to the closure of the account because ot closure ot bustness and 
proposed to clarify I hat mon~Y wtth . the year of withdrawal or closure of account and shall be assessed in the hands of the same 
'dissolution of firm will be subJ~Cted to tax 10

1 losed or the firm was not dissolved. 
business or firm as if the bustness was no c 

I 
I' ,I 

I 
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These amendments will take effect retrospectively from 1st April, 1987 and will, accordingly, apply in relation to the assessment ~alar 
1987-88 and subsequent years. [ Clause 

Amendment of provisions relating to certain dedl!ct/ons to be allowed only on actual payment. 

24. Under the existing provisions of section 438 of the Income-tax Act, a deduction tor any sum payable by way of tax_. duty, cas~ 0~ 
fee etc. is allowed on actual payment basis only. The objective behind these provisions is to provide for a tax disincentive by d_~n~~at 
deduction in respect of a statutory liability which is not paid in time. The Finance Act, 1987 inserted a proviso to section 438 to pr~VI ~it is 
any sum payable by way of tax or duty, etc., liability for which was incurred in the previous year will be allowed as a dedUction, ar 10 
act_ually paid by th_e due ~ate of furnishing the return under section 139( 1) of the Income-tax Act, in respect of th~ assessmen~~~ had 
Which the aforesa1.d prev10us year relates. This proviso was introduced to remove the hardship caused to ce~~1n taxpaye~ 38 will 
represented that smce the sales-tax for the last quarter cannot be paid within that previous year, the original proVISions of section 4 

unnecessarily involve disallowance of the payment for the last quarter. 

C . . . I h' action The 
ertam Courts have Interpreted the provisions of section 438 in a manner which may negate tho very opera liOn o I ISs ·d is 

· t t 1· · b h · t these war s ' m erpre a 1on g1ven y I ese courts revolves around the use of the words 'any sum payable'. The interpretation giVen ° . . · st 
th t th bl · · · This IS again a 9 amount paya am a part1cularyearshould also be statutorily payable undertha relevant statute m the same year. , um 
the leg· 1 t' · d' · h tthewords anys IS a IVa mtentan 1t1s, there!ore, proposed, byway of aclarificatory amendment and for removal of doubts, 1 a . 1 the 
payable', b~ defined to mean any sum, liability tor which has been incurred by the taxpayer during tho previous year irrespective 0 

date by wh1ch such sum is statutorily payable. 

This amendment will take effect from 1st April, 1984. 

U d th · · · · b h ssessee as an n er e ex1st1ng prov1s1ons of section 438 of the Income-tax Act, it is also provided that any sum payable Y I 9 a . paid 
employer by way of contribution to the provident fund or superannuation fund etc is not allowable as a deduction unless the same tsde by 
'd · h · · t be rna 

unng 1 9 prev1ous year on or before the due date'. The payment in respect of the last month of a previous year shall have 0 . ear' 
the du~ da_te and cannot possibily be made in the previous year itseH. It is, therefore, proposed that the words 'during the preViOUS y 
occurnng 1n the second proviso to section 438 be deleted. 

This amendment will lake effect from 1st April, 1989. . 
Unr• th ·b r if denied 1n a . IKe 0 erpayments referred to in section 438 of the Income-tax Act, the deduction regarding employer's contn u iOn, I'd ys 

year, IS not available as a deduction ;n any subsequent year also. On account of various reasons like postal delay. strikes or lon_g ho 1 ared 
the payment of employer's contributions to the respective authorities is delayed even though the payment by a cheque or draflts tendl~yer 
before the due date. To avoid any hardship being caused in such cases it is proposed to provide that, if any sum payable by an e~,P ade 
by way of contribution to any provident fund or superannuation fund orgr~tuity fund or any other lund for the welfare of employees, 1 111 1 
by a cheque, draft or any other mode, has bean tendered by the due date, and the actual payment has bean realised within fifteen dayso 
the due date, deduction shall be allowed. 

This amendment will take effect from 1st April, 1989 and will, accordingly, apply in relation to the assessment year 1989"90 :n)d 
subsequent years. ( Clause 

New provision for computing profits and gains of foreign companies engaged In the business of civil construction, etc. 
In certain turnkey po'ller projects. . . 

25 U · · · h b . SS of CIVil 
co · . nder th~ ex1stmg provisions of the Income-tax Act, the income of a foreign co~pany en_g~gad 1n I e u~m~ s in the 

nstru_ctton, etc. IS computed after allowing deduction for all expenses and statutory deduclions. Thts mvolves comphcalton 
determination of the income accruing or arising, in India to such foreign company. 

As a 1 · · . . ; . ·d· 1 d termination of . measure o stmphftcalion, the Bill seeks to insert a new section 44888 tn the Income-tax Act, prov1 mg or 9 t 
Income of h 1 · · · · · · ning of plan or m . s~c orelgn companres, as are engaged in the business of civil construction or erect1on ortestmg or commtss~o . nal aid 
r~chmery, tn connection with a turnkey power project, approved by the Central Government a~d finan~ed under any tnter~atto out of 

P ~ramme, at 10 per cent. of the amount paid or payable to such assessee or to any person on hts behalf, whether 10 or 
lnd1a. 

This amendment will take effect from 1st April, 1990 and will, accordingly, apply in relation to the assessment year 1990-91 ani d 
subsequent years. [ Clause 10 

Modification of provisions relating to time limit for completion of assessment and reassessment. 

26. Under the existing provisions of section 153 of the Income-tax Act, no order of assessment can be made at any tim~ after th~ 
expiry of two years from the end of the assescment year in which the income is first assessable. Under sub-section (4) of sect ton 139 0 

the Income-tax Act, a return of income tor the assessment year commencing on the first day of April, 1988 or any earlier assessment year 
can be filed up to two years from the end o: the relevant assessment year. Similarly, under sub-section (5) of section 139 of the Income­
tax Act, a return of income for an assessment year ccmmencing on the first day of April, 1988 or any earlier assessment year can be 
revised at any time before the assessment is completed or upto two years from the end of the relevant previous year. !herefore, an 
anomalous situation may arise when a return of income tor the assessment year 1988-89 or any earlier assessment year is It led on ~he last 
day of the period so allowed under section 139(4) or (5) of the Income-tax Act. In such a case, as per the existing provisions of sect ton 15~ 
of the Income-tax Act, the assessment will have to be completed on the same day. Therefore, as a measure of rational!satio~, the 8.111 

se~ks to insert a proviso in section 153(1)ofthe Income-tax Act, to provide a further time of one year from the end of the hnanctal yearm 
Whtch such return is filed, for completion of the assessment. 

A similar anomalous sitation can arise under the Wealth-tax and Gift-tax Acts also. It is, therefore, proposed that in respect of a return 
of wealth/gilts relating to the assessment year commencing on the 1 stday of April, 1987 or any earlier assessment year, the assessment 
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be din raspocr of a rat urn of waallhtgifls relating to tho assessment year commencing on the 1 ~ 
-,.ay COmpleted by 31st March, 1991 an latad by 31st March. 1992. 
aY of April 1988 the assessment may be comp . . 

' ' . . A oflha Grit-tax Act, the time limit for completron of the ~ssessm~n! rs one year from the end off he 
As per sub-sectron ( 1) of sectron 16 . sassable Tho time lim I for filing a return of grfls or ravrsmg the same is also one year 

. h" h h "fl ware frrst as . . I f f I r· h . - s essment year rn w rc I e gr s . d on the last day there will be no trme e I or camp e rng I 9 PS3essment With a view to 
"e ref ore if a return of gifts is filad or ravhrsa""riodofona yea; for completing the assessment is enhanced to two years. from the end of 
"I • f posad thall 11 ...- bl - 0 nalise it is there ore, pro if were first assessa e. 
[I ' , in Which the g IS 
~ assessment year . aka ettect from 1st April, 1989. C Clausas 20, 28 and 31} 

-rn ese amendments will 1 lflCJit/DflS of the provisions relating to tax deduction at source. 

Mod f ub-section (2A} of section 192, ralaling to deduction of tax at source on any income h bl 
h exisling provision~ 0 ~ has been given power to deduct tax at source after taking into consideration rer ~ ~lrgea bl e 

,., 7. Underdl !'salaries·. t~e emPf~~: Income-tax Act in respect of salary paid in arrears or in advance to employees of~e a owa e 
,_ r the hea. n(1)ofsectlons9o vernmentor 
~ e sub-secuo akings. . . 
~ e r tor under! dura from the porn! of vrew of the employees and to reduce infructuous work · th 

1 ;c: sec . w to simplify the pro~esub-section (2A) of section 192 of the Income-tax Act so as to give similar power~~ t~ Income-tax 
':7 .uitt1 a VI~ ·sproposedto_amen. ty local authority, inslitution, association or body. 0 9 employers 
v- fYlent. rt 1 0 -operauve socre • 

p rt corrrpanY • c . . 1 section 193 of the Income-tax Act, tax has to be deducted at source by the per . 
~~ ~ existing provrslons 0 of "interest on securities· at the time of payment. The liability to deduct tax a~on responsrble _fo~ 

der the ent in the nature h a ment. source was bernr 
V (1 ny paym . revision for sue p Y 

i (1 g ad bY mal<rng a P en! of liability to deduct tax and payment to the credit of the Central Government "t. 
l I" pOne vent the past~nemd dueled at source either at the time of credit to the account of the payee or at th ';. rs proposed tc 
r;;;; -r rder to pr~3 so thai tax wrll b~ eurpase credit to any suspense account or any other account by whatever n e rme1of paymen·. 

I (1 o section 1 ·s earlier. For thrs PI the account of the payee. ame ca led shall b£ 
(ld ' ·chever r . f uch income o . 

p of, .,. hi a credrl o s . ction 193 of the Income-tax Act prov1des for non-deduction of tax at sourc f . 
' (e ed to be ( ) of the provrso tobsentures issued by a company in which the public are substantially interest:d r~~ any rnteres; 
,. (1" l<luse v . "d al on de e , 
~ (ther. c "dent ind;vr u ' by an account payee cheque; and 

6 v to a resr . . b the companY . 
,.- l?1e est 1s pa1d Y the case may be,the aggregate of the amounts of such t.nterest paid or like! to b . . 

-~ fi!J the inter ch interest or, as 10 such individual does not exceed one thousand rupees. Y e pard dunns 
7 ~) unt of su he companY 

( the arno ·al ye<lr bY I 1. esters and to reduce the inlructuous workload in the Depanment it is pro d 
) . ancl . smal rnv -1- 1 h · pose to amend 

(t:' thB frn . ~JardshrP to 0 as 10 increase the mo~etar-,: cerrn~ rom one I ousand rupees to two thousand five hundred 
. w 10 av~rd 0 section 19~ s. 1 par with those provrded rn sectrons 194 and 1 94A relating to tax deduction 

...Ji'Lt'l a v~~he pro~rso ~e moneta_ry lrrtl'\~n securities", respectively. at source on 
v • (V') o ill brrn9 t than ·rnteres 

a) !?e ThiS~ teresl other f I from 1st June, 1989. {Clauses 21 and 22] 
~ eS·d and rn ·u take ef ec e n s entsW' 
~ t:J 13 arnendrn lslons relating to revision of orders preJudicial to Revenue . 
..1 .....-t'l ese ent of prov 

- • ,4mendt11 ection 263 of the Income-tax Act and ~orresponding provisions of the Wealth-tax Act and the 
. ovisions of s . empowered to call for and ex ammo the record of any proceeding and if heconsidersth t 

· un9 pr ..-.e-tax IS ·· · · d" · It th · t t a 
der the ex IS. sioner of rncou· ·cer is erroneous in so tar as 11 IS pr~JU 1c1a o. ? m erest o revenue, he may pass such order 

~S- l)n the comrniS A sassing Offi . fly including an order enhancmg or modtfyrng the assessment, or cancelling the same or 
, 9 " p.ct. sed bY the s of the ca~e JUS 1 Act 1988, an Explanation was substituted with effect from 1st June, 1988 to the relevant 

_ ~ '0 rders phas circumstances, BY the FmancAet a~d Gift-tax Act to clarify that the term 'record' would include all records relating to any 
?I' "'" as t 9 ssmen · lth tax c · F rth :. I I .,. d h h r'.., re'?" fresh asse x Act. wea •. tionbytheCommisstoner. u er, .. was a soc an_te t att eCommissioneriscompetent 
f" ~ at log ~ he lncome-ta rme of exartllna A sassing Officer on all matters exceptthose whiCh have been considered and decided in 
~-.r~ions_o 1 vailable at the 'entpassedb~an ~rated in the Finance Act, 1988 to clarity this legal position to have always been in 
~~ oaB_edrn~;derotassess~anation was lncho wever decidedthatthe Explanation will apply onlyprospectivelyi.e.,onlytothoseorders 
f'( re'-'158 al The above Ex~uthoritieshave, 0 

1 61 g88. Such an interpretation is against the legislative intent and it is, therefore, 
•",., 9Ppe: "some Appellate commissioner after ta~ Act so as to clarity that the provisions ot the Explanation shall be deemed to have 
? "ist~n;re. passed bY th_e 263 of the Income· ' 
1J ,..,ic•• end section . 
..tl 0 pased to ~m existence. en proposed in section 25 of the Wealth-tax Act and sectton 24 of the Gift-tax Act also. 
f'~\lo'BY5 been rn the above lines have be l Clauses 23, 30 and 321 
t1- p.rnendments on 

1 tlng to submission of statements by producers of cinematograph fllms. 
rovlslons re a 

Modlflcaflon of the P . 2859 ot the Income-tax Act, a producer of cinematograph films has to tile a statement with 
U d h xisting provisions of sectl~n ayments of over rupees five thousand in the '-agregate made by him to each such person 

29· n ·negrto~~er giving particulars of a ~se The prescribed statement has to be furnished within thirtY days 1rom the end ol the 
e ASsessr • 1 6 or otherwl - . h ,.1 S . 

ttl . engaged by him as emp oye h d te of completion of the production oft e 1m. orne him producers have construed the 
~9 ~~cial year or within thi~y days from t.: damanner, with the result that only payments made to employees are being disclosed in the 
f•~o"isions of section 2858 "~a v?ry ~estnt ~hind the introduction of this provision is that the requisite statement should show payments 
P ectuisito statement. The leglslattve ln:en To avoid any ambiguity and to eliminate any litigation in this regard, it is proposed to amend 
~ot only to employees but to others a so. 
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1 ee or otherwise', to provide that the statement to be filed shall incluae payments made not 
section 2858, by deleting the words 'as cmP oy 
only to employees but to others also. 89 24 1 

. 1st June. 19 · ( Clause 
Th1s.amendment will take effect from O COUNTER TAX AVO 

MEASURE T IDANCE. 

s relating to levy of minimum I!! X on 'Book Profits' of certain companies. 
Amendment of the provision . 

. 11 5J of the lnrome-tax Act, where the total income of a company IS less than 30 percent. 
30. Under the existing provisions o.l section hargeable to tax is deemed to be 30 per cent. of such book profits. For the purposes of the 

ollts book profit~ forth at year. th~ totallnco:~~t prom as shown in the proht and loss account in the re~e'Jant previ?us year prepar~ in 
aforesaid prov1s1on, 'Book Profit means th dIll ofthe Sixth Schedule to the Companies Act, 1956, subject to certam adjustments whiCh 
~ccordance with the provisions of Parts II an 
Increase or decrease the book profits. . . · 

1 companies have Interpreted the term Book Profi!',to mean thatm case they are followmg 
an It has ~en observed that a large nu~be~~ 1956) which is different from the pre·Jious year under the Income-tax Act (i.e. the period 

accountmg year (under the Compames 1 · tion 115J do not apply to them. The reason advanc::.d is that the aforesaid section does 
endmg on.31 st March) then the provisions 0 se~tsprofit and loss account on 31st March of ar.y year :.1 case it is following an accounting 
not make 11 mandatory for a company to pre?~re 'gains! the legislative intent, it is proposed to make it mandatory lor all companies, to 
year wh1ch ends on a different date. As thiS IS e~ious year ending on 31st March, for the purposes of working out 'book profit' for this 
prepare their profit and loss account for the pr 
section. 

Th . , 1 April 1989 and will, accordingly, apply in relation to the assessment year 1989-90 and 
IS amendment will take effect from • s ' 

subsequent years. . 
U d . . . . . d. stments are made to the net profit as shown in the prolrt and loss account. One such 

ad· n er the_ ex1stmg proviSions certal~ a j~ reduced by the amount withdrawn from reserves or provisions, if any such amount is 
cr judsttmdent s!lpulates that the net profit IS 10 mpanies have taken advantage of this provision by reducing their net prolit by the amount 

e 1 e to the prort d 1 aunt Some co · 11 h withd 1 an oss ace · . . made in the same year 1tse • t ough the reserve when created was not added to the book 
profit raSwnchfromthereservecreatedorproVISIOnng of profit and consequently the quantum of tax payable gets reduced. 

· u adjustments lead to undue lower~ 
W.th . oidance device, it is proposed to reduce the 'book profit' by the amount withdrawn from 1 a v1ew to counteract such a tax av 

reserves or provisions only in two si1Uations. namely:· 

(i) ·rth d r provisions have been made before 1st April, 1 g88; or 1 e reserves have he en create o 
(ii) f'h d provisions have been made after 1 stApril, 1988 and have gone to increase the bookprofitsin 

~.' .e reserves have been create I or ction 115J of the Income-tax Act, were applicable. 
c.ry year when the proviSions o se 

Thi~ d . 1 , t April 1988 and will, accordingly, apply in relation to the assessment year 1988·89 and 
· ~ Jm.en r,ef1• w:ll take effect rom ,s · 191 

subsec;uent J'ear!<. [ Clause 

EXTENSION OF DIRECT TAX LAWS TO THE STATE OF SIKKIM. 

31. H1the" t~ 1 961 the Wealth-tax Act, 1957 and the Gift-tax Act, 1958, did not apply to the State of Sikkim. By a 
notif•~at•on of.t.oh .. Ge ncome·taxAct1·

1d. M. ·n·lslry of Home Affairs No. S.O. 1028 (E), dated 7th November, 1988 and the Central 
·~ e overnment of n 1a, I · · h 1 

Goverr,menrs not'ftcation No. S.O 148(E) dated 23rd February, 1989 1ssued 1~ pursuant thereto, I e nco me-tax Act, 1961, the Wealth· 
tax Act. 1957 and the Gilt-tax Act 1958 have been extended to the State of S1kk1m. The Income-tax Act has_been extended with effect from 
the 1 s• Apr' I 1989 . 1 h ' !year 1989·90 The Wealth-tax Act, 1957 has been extended With effect from 1st April 1990 so · · · ,I.e. romt eassessmen · . . • 
astoC>pptytothen 1 lh 1 h "d 1 ots1·kkim onthevaluatlondateof31stMarch, 1990orthereafter. TheG111-taxAct 1958has · e wea t o t e res1 en s • . . . . • 
been extended with effect from 1st April, 1990 so as to apply in respect of the g1fts made by a person res1d1ng rn the State of Sikkim on or 
afttr :r.'? ~ st day of Apr;l, 1989 . 

. . ,'" v1ewof certarn d.tliculties pointed out by the Government of Sikkim and also to havo unif~rmity in the matter of exten.sion of the three 
dlr• ~~ !Cix laws to Slkklm, 11 is proposed 10 ertend the Income-tax Act, 1961to the Slate of S1kk1m from the 1st day of Apnl, 1990 and Will, 
accorcJmg:y, apply In relation to the assessment year 1990·91 and subsequem years. 

. , _rv-,y hwr:orrespo 10,1g to the Income-tax Act, 1961 wf-Jich immediate!y before such_ co~me~cemenl, ~as in force in th~ stat_e of Sikkim 
1•. I. ' . deem<:d never 10 have r:eased to have elf eel in relat1on to the prev1ous year beg1nnrng Wllh 1st Apnl, 1988 and endmg w1th the 31st 
r. ,rcn. 1989. 

!n ~r.e case of residents of S'kklm it is also proposed to exempt winnings from lotteries in res~ect of draws made pursuant to 
. ..- :<,Fr.ts entered into betw'"en .he State Government of Sikkim with organising agents of lottenes on or before the 28th day of 

; 'cJ• .::'f1J. 1989. [Clause 26 1 

WEALTH-TAX. 

i .. \Pmp;ior, from wealth-tax of the right or interest in any annuity plan of the Life Insurance Corporation of India referred to 
In section BOCCA of the Income-tax Act, 1961. 

'): · '• · tr, c,, ;e··rr.1 prov•sions of sed ion SOCCA of the Income-tax Act, any deposit made under the National Savings Scheme or 
·• -~Y ·; •t · r: ·c .o'kr~ or •o kPep in force an annuity plan of the Life Insurance Corporation ollndia (as the Central Government may 

TU·.: · '-'' " •'>=·ri· :C'•of1 from the income of a taxpayer in the year of deposit or payment. There is a ceiling of rupees twenty 
· -~ .. , ; - · · ··""'"····· · '"'"' 1988-89 and rupees thirty thousand for the assessment year 1989-90 and subsequent years which can 
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lnsura for a deduction under this section. Under the Wealth-lax Act, whereas the right or interest in an of the annuity plans of the Life 
ex em nee Corporation of India notified by th~ Central Government are taxable, the deposits under the Nfriona/ Savings Scheme are fully 
or ; I Pt. In order to place both the above savrng scher:nes oft he Government. at par, it is Proposed to exempt fully from wealth-tax. the right 
Act n erest of a taxpayer in any annuity plan of the life Insurance Corporatron of India referred to in section BOCCA of the Income-tax 

......_ · · k ff d rrospectively from 1st April, 1988 and will . 
• rus amendment wrllla e e e re • accordrngly, apply in relation 10 the assessment year 

1988-Sg and subsequent years. [Clause 271 
,, from WWIIth-tsx of soclsl/ss rsglstsl"fld Under the So ,_ 

Exsmpt.on C,..IJss Registration Act 1860. 
. rovislons of section 21 AA ollhe Wealth-lax Act, in the cas ' . 

33. Under the exrsllng !' Registration Act, 1860, wealth-lax is payable eithe 1 ~of an association of persons including a socrety 
registered under the S~f':~~ revenue. Undersecrion 167Bofthelncome-taxAct r a 1 ~norm~# rates or at the rate of three p~r cent., 
whichever is more ben; f ~ the purview of that section which provides for taxatio~ a ~ocrerr.regrstered under the Societies Regrslr a!ron 
Act. has been exclud~ ra:nalisation, it is proposed to exclude SOcieties registered ~n:ssocratron. of person~ at the maximum margrnal 
rate. As a measure 0 21 AA of the Wealth-tax Act. er the Socretres Regrstralion ~ct. 1860 from the I w of the section . . 
purv 8 

1 r'lllake effect from lsi Aprrl, 1989 and wrll, accordingly a 1 . 
· mendmen w • PP Y rn relatio 

Thrs a n to tho assessrnent year 1989-90 and 
subsequent years. EXPENDITURE T C Clause 29 1 

AX. 
Enhsnclng the rste of tsx. 

revisions of section 4 of the E~penditur? Tax Act, tax is chargeable a 
.,4, Under the P. h tel to which the Act applres. To drscourage conspicuau 1 lh~ rate of ten per cent. ot any chargeable 
'"' · red rn a 0 5 consumptro it · n diture rncur 1 to twenty per cent.. n, rs proposed to enhance the rate of "'pe n per cen . 

e cJCh tax from te 'If take effect from 1sl June, 1989. 
5 This amendment wr [ Clause 33 ] 
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CUSTOMS 

(Effective from 1.3.1989 unless otherwise stated) 

·:·ne ;:;roposals include the following :-

1. Continuance of the auxiliary duties of customs at the existing rates. 
2. Increase in import duty lor munacca black raisins to Rs. 35 per kg. 

3. (a) Increase in the rate of import duty on cinnamon from Rs. 20 per kg. toRs. 20 per 
on cloves from Rs. 60 per kg. to Rs. 95 per kg. 

(b) Tariff rates of customs duty are bt:~ing modified as under:-

kg + 90% ad valorem and 

tariff rate (Standmd) 

(i) 

(ii) 

Cinnamon 

Cloves 

Rs. 20 per kg. + 150% ad valorem 

Rs. 120 per kg. 

(iii) Nutmeg & mace 150% ad valorem 

(c) 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. 

. . . . . d d · crease in the basic duty to Rs. 20 per 4. Mergtng of the addt!tonal customs duty on Alcohols wrth bas1c uty an m 
litre or 355% ad valorem whichever is higher. 

. . . (115o, basic+ 45% auxiliary) toRs. 5. Reduction m the rate of customs duty on Zmc Ash from 160% ad valorem 10 

5000 per MT (basic) + 30% ad valorem ( auxiliary). 

6. Increase in the basic customs duty by 5 percentage points on oleopine resin, wood pulp, waste paper, low ash 
coal, N-paraffin, raw petroleum coke, horological raw material and coal tar pitch. 

7. Reduct1on in bas1c customs duty on: 

(a) X-ray phosphor imported lor manufacture of X-ray intensifying screens from 70% lo 45% ad valorem; 

(b) Silicon carbide and synthetic aluminium oxide including Zirconia aluminium oxide for the manufacture of 
grinding wheels and other abrasive products from 70% to 40% ad vaforem; 

(c) Cubic boron nitride imported lor manufacture of cutting tools and grinding wheels from 70% to 40% ad­
valorem. 

8. Increase in import duty on Ethylene dichloride (EDC) and Vinyl chloride Monomer (VCM ) lor manufacture of PVC; 
specified olefins lor the manufacture of oxoalcohols, Styrene monomer by 5 percentage pomts and 
w:thdrawal of countervailing duty of customs exemptiol"' on isopropyl alcohols. 

9 - Increase in basic customs duty on Benzene from existing nil rate to 25% ad valorem. 
10. Reduction in import duty on: 

(a) Two amino acids namely, L Lysine and DL Methionine from the existing 70% basic+ 45% auxiliary+ 15% 
CVD (total147.25%) to 25% Basic+ 45% auxiliary+ nil CVD (total 70%). 

(b) Par~~ylene l~om existing 75% (basic)+ 45% (auxiliary)+ nil CVD (total 120%) to 45% (basic)+ 45% 
(auxtl,ary) +nil CVD (total 90%) and to extend the validity of notification No. 251/86 -Cus dated 16-4-1986 
e1n1o 30-4-1990 which exempts CV Duty on imported paraxylene for manufacture of DMTIPTA. 

1 i · Exen:ptio~ from import duty in excess of 40% ad valorem (total) on Lyophiliser (freeze drier) to promote 
rmmun1satron prograrr. 1e. 

12. I. Exemption from import duty on: 
(a) Frfteen life saving drugs; 

(b) Insulin crystals ~equired for indigeneous manufacture of highly purified insulin (except CVD); 
(c) Fifty three drug mtermediates from the existing rate of duty of 115% to 90% ad valorem 

(basic + auxiliary) 

II. Deletion of vincristrine sulphate injection from item number 46 of sub- heading No. 9901.00 of 
lhe Customs Tariff ; 

13. Increase in the import duty on three specified drug intermediates and withdrawal of CVD exemption on 
imported 7-ADCA 

14. Reduction in customs duty ?n. Polycarbonates, Polyacetals, Polyphenylene Oxide (including chemically 
modified P.P.O.) from the ex1stmg level of 98% to 62% ad valorem (total) 

15. Restructuring the import du~ on PVC (suspension grade) from the prevailing rate of As. 2,000 per MT (basic) 
plus Rs. 2,000 per MT (aux1hary) to As. 1 ,000 per MT (basic ) + Rs. 3,000 per MT (auxiliary). 

16. Increase in the basic customs duty on glazed newsprint from the existing rate of Rs. 550 per tonne to 30% ad 
valorem. 

Estimated net 
revenue effect in 
one full year (As. 
in lakhs) 

(+) 100 

(+) 500 

(+) 75 

(-) 262 

(+) 3500 

(-) 2 

(-) 130 

(-) 60 

(+) 218 

(+) 143 

(·) 96 

(-) 1620 

(-) 50 

(-) 660 

Negligible 

(-) 300 

(+) 500 

(+) 1220 
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1. Redu~ti~n in import duty on gr~phic art films, stereo !longs, off set printing plates(pre sensitisized) fr 
1 the ex1sllng rates to 40% ( bas1c + auxlloary). om 

18. EJcemption from customs duty on plans, drawings and designs 

19. Reduction in tt-,, import duty on raw silk from 75% to 50% ad valorem 

20. (a) Exemption from customs duty on raw wool to be i~ported by Khadi & Village Industries 
Commission and State Khadl and V1llage lndustnes Boards from whole of the duty. 

(b) Exemption from countervailing customs duty on imported plain tell falling under heading No. 56 0 
when used in the manufacture of card cloth•ng. · 2, 

1 Reduction in the import duty on low phos~h~rous ooke from 85% to 20% ad valorem to encourage the 
2 · domeslic prodution of low phosphorous pog •ron. 

se in the additional (countervailing) duty on iron and steel items 
2 lncrea 

2 · Fixation of basic customs. duty rato I~ r~spect of copper waste & scrap, brass waste & sera 
23.(t~l 1100ps and strips on specoflc rate basos Instead of ad valorem basis. P and steel 

) lncrea~e in the statutory basic customs duty rate on copper waste and scrap from 1 00"/. 
(b to 100% ad valorem plus As. 5000 per tonne o ad Valorem 

T tual amendments to the First Schedule to the Cu 1 T .11 Act 1975 
(c) ex with the legal text of the Harmonised System of~ oms a, rto · <5 1 of 1975) to bring it . line omenc a ure. on 

duct ion in customs duty on : 

zA. R,:minium ingots from As. soo per ~T (bas.ic) + 5% (auxiliary) to nil ( basic+ auxiliar 
(a.) A ste and scrap from 35 Vo (bas1c +auxiliary) to 20% (basic a .1. Y) · 

uminium wa . + uxo oary). 
(b) AI . f xoort promoi!On: . 

sions g•ven or e . . . 
conces . s duty on 74 spec1foed machinery tor the rubber and 

z5· ) Reduction •hn c~~:~Z.g rates; canvas footwear sector to (-) 
(3 •.!c from I e h . t' r I 40 o machinery to I e ex1s 1ng 1st o 10 machinery prescribed . h 

"ddition of 16 more Wit concessional duty 
(b) ,.. textile sector. • . . (-) 

tor the . al duty of 40 v. on 10 spec1f1ed machinery for the sericu't 
cribinQ conces~•ontomatic reeling machinery for mulberry and tasar silk ind'uu~e sector and on 

) pres . nd semi au . s ry. (-) 
(C automatiC a . nal duty of 40% on m~chonery and compo':'ef"ts imported for the 

'bing conceS510 ts These concess1ons would be restncted to the units h' manufacture of (-) 
P escn uipmen · d b th D rt t 1 1 d · w •ch hav (al r . ·action eq me approve Y e epa men o n ustnal Development e phased 

z6· tuel 17~cturing program 
rnanu 

. 1 auxiliary duty of 30% o~ components of power transmission s s . 
. . , concess•ona ving machinery, fork htt trucks, locomotives etc. on which Y tem .•mported 

b) pr..:~-::nb'ticture of earth;~ been prescribed in terms of notification No. 315/88-Cu~~c~s~,onal rate 
( for rna~u customs dutY a a e the 15th 

I bas•c gas o rnber, 1 
oece hinery to the existing list of the food processing sector so as t . 

. s of mac o prescnbe ( ) 
d't'on of 13 Item I AO% ad valorem -

27. (a) Ad 1 ~ssional duty 0 d ty on machinery for marine food processing sector from the existing 1 1 
cone . ·n the customs ~also to add 3 items of machinery to the list of items covered by the e~e. of 

b) Reducuon ~;. ad valorem an h description of certain existing entries. exlstmg 
( 1% to 40 • to amend t e . 

6 'fication and . 1 duty of 40% ad valorem on mach1nery for manufacture of fishnets 
noll ncess1ona · (-) 

xtension of_ the co . I duty on outboard ~otors be~ng allowed to be imported by State Fisheries 
28. (a) E . 1 conces~1ona rative Federation recogntsed by the concerned State Government 

ExtensiOn 0 F' henes coope . . . . 
(b) poration to IS f 40% ad valorem on 12 spec1hed machmery /equipments for the (-) 

cor · nal dulY 0 
. ing concessiO 

29. prescnbment of seed sector. lo ical upgradation : 
develop. s given for techn.o ~ 1 industry under the t.e.chnologi9al upgradation scheme by extending (-) 

30. eoncess•onl . n of the cutting ,,00d valorem on 34 spectl1ed mach~nery. 
) Inc us10 of 40'}o a 

(a concessional duty ial tool room under the .t~chnolog\cal upgra?ation scryeme by extending 
b lnclusio~ of the cobt~g~k ad valorem on 33 spec11ted machinery reqwed for thts sector; 

( ) concess1onal duty . 10 the list of 21 items of machinery for the manufacture of the machine tool 
Inclusion of 15 more. 1tt~nmgs notification for this scheme. 

(c) nder the ex•s ' . . -
sector u . n 10 paper machinery and textile machinery. 

. 1 the concess1o 
(d) Extension ° . d 1 of SO% ad valorem on 4 specified components for the manufacture of High 

31. Prescribing conscesd~'omnaVIapou ~r Lamps. 
Pressure o 1u 

Estimated net 
rcvenwc effect. 
full yc3r (Rs. 1 
lakhs) 

( -) 20G 

(-) 150 

(-) 300 

(-) 80 

(-) 2 

( -) 300 

(+} 1800 

Negligible 

Negligible 

200 

500 

100 

1600 

600 

50 

200 

850 

(-) 500 
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32. Increase in countervailing customs duly on colour TV picture tube from Rs.600 to Rs.1 or•o per tube. 

33. Increase in import duty on specified raw material and piece parts required for the manufacture of electronic 
componen:s 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) specified raw materials required for the manufacture of optical communication cables from tho 
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) live specified machinery required for the manufacture of large soale and very large scale 
integrated circuits (LSINLSI) 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 lor the manufacture of specified components supplied lor the manufacture of fuel efficient 
motor vehicles to parts of additional components. namely Distributor Assembly, fuel/ oil pumps. 

37. Reduction in import duty on components required lor the manufacture of specified instruments from the 
existing rates to 60% ad valorem (total). 

38. Presc~ibing concessional rate of duty of 40% ad valorem on 25 specified equipmenl for safety in chemical 
industry and for environmental pollution control. 

Measures relating to Capital goods: 

39.(1) Reduction in import duty on : 

40. 

(i) 

(ii) 

(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 mach1nery 
by 10 percentage points. 

(b) components of textile machinery and machine tools from the existing rate of 65% to 55% ad 
valorem. 

(c) spec1f1ed machinerytequipments for the hotel industry from 90% to 80% ad valorem 

(II) Increase 1n the rate of import duty on : 

(a) 

(b) 

specified items of machinery from the existing concessional rates rangi~g from 25~o to 35% ad 
_valorem to 40% ad valorem. This will cover the machinery for certain ~~ctors hke gem ~nd 
Jewell_ery, leather garment and hosiery, silk, woollen, bic)'cles, tea, spec1f1ed food pac!<agmg 
mach1nery and technological upgradation of selected capital goods industry. 

power projectc; 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 specified machinery and 
components, which were hitherto having concessional rates of duty ranging from nil to 35% ad 
valorem 

(e) Abolition of tariff heading No. 98.06 of the First Schedule to the Customs Tariff Act, 1975 from a date 
to be notified later. 

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 

Loss in revenue due to reduction in import duties 

Net loss 

(Clauses 34 and 35 of the Finance Bill) 

Estimated net 
revenue effect in one 
full ycor (Rs. in 
takhs) 

(+) 2500 

(+) 1100 

(+) 50 

(·) 1500 

(·) 1100 

(·) 400 

(·) 200 

(·) 100 

(·) 300 

(·) 1000 

(·) 300 

(·) 10000 

Negligible 

(+) 11706 

(·) 23712 

(-) 12006 



13 

ABSTRACT 

chapter No. Brief description 

Revenue effect 
(+) (Rs. i'n luklzs) 

8&9 Munacca black raisins, cinnamon & cloves 600 
(-) (Net) 

22 Alcohols 
75 600 

26·29 PetroJeum Products &Chemicals 3861 75 

30 Pharmaceutical products 2470 
1391 

Plastics • 71o 
-710 39 500 

Paper board & newsprint 3oo 
200 48 1220 

Silk 
50 1220 

72& 73 
Iron & steel 382 

1800 -382 
Machinery 

s4 
Electricai&Eiectronic goods 

1800 

3650 
44oo 

ss -4400 
Motor vehicle parts 38oo 

s7 -150 

Instruments 3oo 
-300 

gO Capital goods & project imports 1oo0 

sA~ gB 1ooo0 
-1000 

Others -10000 
3so 

11706 
-350 

roTAL 
23712 

-12006 
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UNION EXCISE DUTIES 

1. ABBREVIATIONS 
Adv. Ad valorem B 

AST 
AT&T 
CET 

Basic + Special excise duty 
Additional duty in lieu of sales tax 
Additional duty on textile and textile articles 1 

MOD VAT 
CE 

Modified Value Added Tax 
Central Excises 

Schedule to the Central Excise Tariff Act,1985(5 of 1986) 

2. All changes are effective from 1.3.1989 unless otherwise stated 
The proposals include the following :-
A. General · 

1. The schedules to the Central Excise Tariff Act 1985 and the Additional Duties of Excise (Goods of 
Special Importance) Act, 1957 are being amended vide clauses 36 and 38 read with F~urth ~nd Frith 
schedul_es of the Bill to give effect to the Budget proposals relating to the Union Ex?rse ~utres ~nd to 
ratronalrse some of the entries of the schedules. In some cases tariff rates are berng rarsed wrthoU1 
changing the effective rates of duty. 

estimated net revenue 
effect in one full year 
(Rs. in takhs) 

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 respect of 
the followrng commodities attracting specific rates of excise duty ; 

(+) 
ae!ated water; cement; marble: Chlorine,Oxyg~n , Carbon dioxide, Ammonia, Acetylene; PU !~am 

(+) 18567 

2558 

anti artiCles; tread rubber and rubber articles; lyres, tubes and flaps; paper and paper board & artrcles (+) 
thereof; silk yarn, flax yarn, ramie yarn, man-made fibres & yarns, blended yarn, man-made fabrics, 
wa_ste of frbre and yarns, other textile and textiles articles; glass & glassware; copper & specified 
artrcl~s thereof, zinc & specified articles thereof, lead & specified articles thereof; refrigerators & air­
condrtro~ers, compressors; typewriters audio/video tape/cassettes; VCR!VCP, railway wagons and 
body burl! motor vehicles. Tariff rates are a!so being revised in selected areas. 

2. A~d~ction in excise duty rates on skimmed milk powder and condensed milk to 10% adv. from the (·) 
exrstrng 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 (·) 
food preparations containing cocoa and preparations of tapioca and sago in unit containers from 15% 
to 10% adv. 

4. Exempt_ions to namkeens such as bhujiya, chabena and to ready -to- cook- mixes namely, idli-mix, (·) 
dosa-mrx, vada-mix, jalebi-mix and gulabjamun -mix. 

5. Tariff rates of excise duty on sugar are being modified as under: 

TARIFF RATES 
Existing 

Free sate sugar 
Basic 

(RUPEES PER 
Proposed 

QUINTAL) 

Additional 

Levy sugar 

24 
36 

Bas~ 17 
Add~~nal 21 

45 
45 

25 
25 

The present effective rates will continue. . 

6. Increase in excise duty rate on molasses from As. 60 per tonne to As. 120 per tone and to increase the (+) 
credit of mo_ney for use of alcohols in the manufacture of chemicals from As. 258 per KL to As. 520 per 
KL: Extensron of the credit of money scheme to ethyl acrylate. 

7 · Exrstrng excise duty rates of cigarettes rationalized/restructured as under: 

Present rates Proposed rates 

Non filter of length 
(a) not exceeding 60 mm 

(Basic + additional, per packet of 1 O's) 

(b) exceeding 60 mm but not exceeding 70 mm 
Filter of length 

(a) not exceeding 70 mm 

(b) exceeding 70 mm but not exceeding 75 mm 
(c) exceed~ng 75 mm but not exceeding 85 mm 
(d) exceedrng 85 mm but not exceeding 100 mm 

New slab 
As. 1.50 

As. 2.00 
As. 3.00 
As. 4.00 
As. 6.00 

As. 1.00 
As. 1.60 

As. 2.10 
As. 3.75 
As. 4.75 
As. 6.75 

(+) 

(+) 

875 

28 

64 

70 

1140 

6565 

3535 

(B) 

(AST) 

(AT&T) 

(8) 

(B) 

(8) 

(8) 

(B) 

(AST) 
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8. Increase in excise duty rates on pan masala containing tobacco from 25% to 30% ad valorem 
masala not conta1nin;J tobacco and of which the value does not exceed As. 75 per kg from As.to .P~n 
to Rs.20 per kg. and pan mas ala not containing tobacco of which value exceeds As. 75 per k~;o g 
As.20 per kg to As 40 per kg. m 

9. Deletion of heading No. 22.04 of the Central Excise Tariff. 

1 O.lncrease in the tariH rate of cut tobacco from 1 0 paise per kg to 225% adv. Effective rate on cut 
tobacco cleared for use in cigarettes kept at 1 0 paise per kg. 

11. Creation of a separate sub-heading No. 2404.60 so as to cover creamy .~nuff at 12"/o adv. rate in the 
CET and a separate sub-heading No. 2404.60 at NIL rate under the Addrt1onal Excise Duty (Goods of 
Special Importance) Act. 

Prescribing a concession~! rare o! As. 115 pe~ tonne~~ respect of ce~enr. produced in mini cam 
12.(a) ts using vertical shaft k1ln, subJect to certarn cond1toons ;(b) reduct•on m exc1se duty on ~nt (-) 
~~s falling under Heading No 2505.00 from 12% to 1 O% adv. gran1te 

13_ Prescribing nil rate of duty for coal gas, water gas etc. falling under heading No. 27. 05 of CET. 

C acing single subheadings 2713.20,2714.10 & 2715.10 with duty rates of As 160/ pe t 
14. re . . · · r anne 

The rorrowrng e~c1se duty concessions namely : · 
15. (I) 1 wer rate of exc1se duty on naphtha used in the manufacture of 20 specified che . 

(a) 0
11 exemption to intermediate goods falling under Chapter 27 manufactured' a ":,ICals . 

(b) fu d n capt1vely 
onsume 

c sional rate to kerosene used in the manufacture of linear Alkyl Benzene (lAB 
conces · d d I d f l (cl t'on to intermediate goods produce an c oare or manufacture of oth .. 

(d) exemP ' er spec1f1ed 
hem1cals. . . . 

c ently available only to tactones declared as ref1nenes being extended . h 
re pres . . I d I . h f Wit somo whicll a . to all factories without any cond1t1on o ec anng t e actory as refinery. 

rnodd•cat•ons 
·ncrease in the concessional rate of duty on naphtha from Rs. 30 per kl t R 

Simuhaneous 'order< in existence declaring petrochemical factories as refineries. <:>II s. 60 
(Ill 1 vanous - WI stand 

per k · n from 1Oth March, 1989. . o .. 

(-) 

v;ithdraW . d ry rates on potass1um chlorate from 15/'o adv to a spec1f1c rate of Rs 5 . excrse u · per (+} 

16.1ncrea 
se 1n 

kg. . N t gen intended for use in proces'sing and storing of semen lor artT . 
. 10 Liqurd 1 ro 1 IClal (-} 

ExemPtron urposes. . 
17. · nauon P t 1 xcise duty of 15% ad valorem on . 

•1nsem' ·rf rate of cen ra e 
. tafl . 935 00 

prescr•b•n9 . • f ll"ng under tariff sub-heading 2 . 
1 a. nornrdes a ' . 

(") ·sulphO .. 1 11 - under tariff sub-head1ng 2939. 10 and 
... . . and its salts a •ng . . . . 

(b) "0U'n'ne . d. those used in Ayurvedrc, Unanr, Srddha, Homoeopath1c or biochemic 
t rnclu •ng 30 

.. •Aedicarnenll~ g under tariff sub-heading 3003. . 
(c) rv• • fa rn · 11 1 

systems . . d t on synthetic organrc dye stu s, rom 35% to 30% adv. 
baSIC eXCISe U y . . 

ction in the s on matches produced rn vanous sectors.The rates will be:-
19. Redu . n in excise duly rate Present rates Proposed rates 

20. Reductro ( per gross boxes of 50 matches each) 

As. 5.85 
. ed seclor As. 4. 15 

(i) mec~an':chanised seclor Rs.3.50 
(ii) semr- m hanised sector Rs.1.60 
(i1i) non-rnec 
(rv) cottage sector . duty rates on feature films. 

Rs. 4.50 
Rs. 3.00 
Rs. 2.50 
Rs.1.10 

. n of excrse 
21. Reduct_ron in excise duty rates ond: h . 1 ames and thresholds for doors from 20% adv. to 10% adv. 
22 ReductiO ·ndows an I e•r r d 

. (a) plastic doors. wr f' sheets from 35% to 1 0% a v. 
(b) pVC corrugaled roo rng 111 ble polyurethane loam from Rs. 40 per kg to 40% adv. and to 

( ) waste, parings and scrap 0h exr e to 10% of total production of flexible PU foam and 
c . t the clearances of t e sam 

restrrc 
articles ther~of. ld' ders of Phenol Formaldehyde, Melamine Formaldehyde and Urea 

. . ludrng mou rng pow 
(d) resrns ;~c h de from 25% adv. to 15% adv. 

Forma e y -~and epoxide resin from 20% to 15% adv. 
(e) polyesler rest 

(-) 

(-) 

(-) 
(-) 

estimated net 
f r • TC\'cn e •cct tn on f uc 

. e ull Year 
<Rs. tn lakhs) 

C+) aoo 
(B) 

Negligible 

Negligible 

Negligible 

(B) 

5 
(8) 

Negligible 

Negligible 

300 

16 

Nil 

1900 

1400 

400 
350 

(B) 

(B) 

(B) 

(B) 

(B) 
(B) 
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estimated net revenue 
effect in one full year 
(Rs. in lnkhs) 

23.(i) Fixation of specific excise duty rate of As. 15000 per tonne on PVC( paste and battery grade) in 
place of existing rate of 60% adv. 

(ii) Fixation of statutory basic duty rate of 60% adv. + As. 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 artrcles. 

25. Reduction in excise duty on foam rubber lubricating pads which is required by the railways to 15% 
adv.as against the existing rate of 60% adv. 

26. 1. Ext&nsion of full excise duty concession to those varieties of paper and paper board which 
con!ain 75% of pulp from raw jute/mesta. The excise duty structure on paper laminates 
rationalised. 

11. Introduction of a tarrtt 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. 

Ill. Exempti.on to a lithe ~ems falling under sub-heading 4817.00 (envelopes, cards etc.) from whole 
of the excise duty. 

27. Exemption to jute yarn supplied to registered handlo?m co-o~erative societies. KVIC, KVIBs. or 
Government approved organisations, subject to certarn condrtron~ 

28. Prescribing uniform rate of As. 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 As. 5 per kg (total). 

30. Exemption from whole of the excise duties in re:;pect of covered rubber yarn falling under Heading 
No. 56.04 and spandex yarn falling under heading No. 56.06. 

31 . Prescribir.g separate sub- heading for narrow woven fabrics of silk, wool, cotton and man made textile 
material under heading No. 58.06 in the First Schedule to CET Act, 1985, and inclusion of this new sub 
heading in the Schedule to the Additional Duties of Excise (Goods .of Special Importance) Act, 1957, 
with nil rate of duty. Corresponding changes would also be made rn the Central Sales Tax Act. 

(+) 

(-) 

(-) 

(-) 

(+) 

(+) 

(-) 

(-) 

(-) 

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 Special 
Importance) Act, 1957. 

34.Prescribing uniform rate of duty on round mesh mosquito nets irrespective of its classification under (-) 
Chapter 52, Chapter 58 and Chapter 60 of GET. 

35. Exemption from whole of the excise duty in respect of synthetic shoddy blankets of value upto As. 60 (-) 
per sq.mtr., falling under Chapter 63 of GET, and to make minor amendment in notification No. 65/87-
CE, dated the 1st March, 1987 relating to towels. 

36. Exemption to plaster of paris moulds and refractory containers (saggars) from whole of the excise (-) 
duty for captive consumption. 

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 imitatron jeweliery from whole of the excise duty. 

39. Increase in excise duty rates on : 
(-) 

Negligible 

100 (B) 

185 (B) 

500 (B) 

Negligible 

Negligible 

50 (B) 

1240 (B) 

160 (AT&T) 

20 (B) 

3 (AT&T) 

25 (B) 

Negligible 

12 (B) 

Negligible 

25 (AST) 

75 (B) 

3 (B) 

5 (B) 

.2 

(I) Iron and steel Items other than stainless steel (+) 15000 

(B) 

(B) 

(a) pig iron and certain products of iron from As. 80 per tonne to As. 200 per tonne. 
(b) ingots, semi-finished products and waste and scrap from As. 365 per tonne to As. 500 per 

tonne. 

(c) plates and universal plates from As. 385 per tonne to As. 600 per tonne. 
(d) hot-rolled flat products not exceeding 5 mm in thickness such as sheets, strips, flats, etc. from 

As. 500 per tonne to Rs. 700 per tonne. 

(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 As. 385 per tonne to Rs. 500 per tonne. 

(f) hot-rolled flat product~ of alloy steel exceeding 5mm in thickness from the existing rates to As. 
600 per tonne. 



17 

like sheets. strips, flats. etc. from Rs. 715 per tonne to Rs. 900 per 
(g) cold-rolled flat products 

estimated net revenue 
effect in one full 
(R . Year 

tonne. coated with zinc from Rs. 935 per tonne toRs. 1200 per !onr.e and 
(h) flat-rolled products plat~~~ coated with tin from Rs. 970 per tonne to Rs. 1200 per tonne. 

flat-rolled products plat~. -electrical steel from Rs. 715 per tonne toRs. 900 per tonne. 
(j) llat-rolled products of sr~'::;,es and sections, wire etc. from Rs. 365 per tonne to Rs. 500 per 
(k) bars and rods. angles. 

tonne. . s) used for railway tracks from Rs. 190 per tonne to Rs. 250 per 
(cross-tre 

(I) rails and sleepers 
I e I m As 385 per tonne to Rs. 600 per tonne. 

(m) 
(n) 
(o) 

(II) 
(p) 

onn . d ·pes ro · · · mless tubes an P'. 1 steel from the exrstrng rates to Rs. 800 per tonne. 
sea ·ngs and forged artrcles,o teal from the existing rates to Rs. 600 per tonne. 
forgr_ d ast articles o s 
castrngs an c 
Stainless steel d cts. waste and scrap, bars and rods, angles, shapes and sections 
~ ts semi-finished pro ~s and •pattis" and "pattas" from the existing rates to Rs 1 ooo ' 
rngo • 11 d flat produc · per 
wire. hot-ro a 
tonne. 15 from As. 715 per tonne toRs. 1500 per tonne. 
cold-rolled flat produc. from As. 385 per tonne to Rs. 1000 per tonne. 

(q) eamless tubes and P'P1 es forgings and forged articles from the existing rates to Rs 1500 (r) s . d cast artrc es. · per 
astrngs an 

(S) c 
tonne. . duty on : 

e in excrso 
40. tncreas d ds (rncludrng wire rods) etc. from 18% adv. to 20% adv R 25 . ots bars an ro . + s. 00 

lurnrnrum rng . . . . 
(a) a wders and flakes and certarn p.oducts hke aluminium co t . 

per tonn~ waste and scrap.fpo m 20% adv. to 30% adv. n arners, 
(b) alurnrnrl~ wrres cables etc. ro sheets tubes, pipes etc. from 25% adv to 35% adv 

strande products lrke platkese. ss of a~d above 0.56 mm but not above 2 mm from 18~1. adv t 
,.,in rum g thrc n o d o • o 

(c) alu•" rcrcs h.wrn 1 1 from t5% to 25 Yo a v. 
rnrurn cr nrurll 01 d f · · 

(d) alurll dv and on alum' roduced by secon ary manu acturers avarhng of MODVAT credit from 
30•/o a rn wrre rods etc. p 9500 per tonne. . 
alurnrnru tonne to As. se in the etectroly1rc process for manufacture of aluminium and 

(e) 4700 per tended tor u 
As- het:IS rn 

·nrurn s o•' adv rt · ., · f) alum' 1 g% to 3 ,. of excise duty on ce arn r ems of rron and steel, copper, 
( zinC trorn 1 tutorY rntes d other floating structures for hreaking up. 

(+) 

rn the s a vessels an . 
Increase lead.zrnc and erating appliances and machrnery and a:>mpressors intended to be (·) 

4 1· lurnrnrurll· parts of refng cludrng wagons for transport of perrshables and food or dairy 
a enlptron to s rncludrn9 rn 

·af ex ted van 
2 part' 1 igera r:.<' adv. 

4 · ed in re r cess of 1 :J ,. tve type of coolers from 35% to 15% adv. 
us ts. ,, ex on evapora ' . . 
produC . 1 e excise rate 1 ms used in the 1ute Industry from 15% to 1 0% adv. 

tion In t, n circular oo 
43. Aeduc xcise dutY 0 puters from 10% to 15% adv. and deletion of computers from (+) 

trOf1 of e rates on corn 
44- AeduC . e excrse dulY tion Scheme. . 

ease 111 th scale exernP n Tv. sets and p1cture tubes. The new effective rates are: (+) 
45-lncr I srnall cise duty 0 . 

genera nJ rates of ex tionalleatures : 
tatuiO·' don tunc R 2250 ase 111 s IS base llaclllty s. per set 

46.1ncre calour TV se hout remote contra Rs. 2500 per set 
(a} d·narY type Wll e Rs. 4000 per set 

.or 1 troiiYP 1 h · · a R rnote con 1ype . e upto 36 ems. rom t e ex1st1ng rate to s.200 per 
-re . p1cture 1 screen SIZ 
. icture 111 . TV tubeS o 
~ ck & whrte . ceeding 36 ems from the present rate of Rs. 300 to Rs.500 

(b) tu~e. TV sets of screen .s1ze ~be of such sets will also be increased from Rs. 150 to Rs. 
ck & whrtc . duty on p1Clure 

(c) bla The exc1se 
per set. R 1 ooo per tube. 

(-) 

(-) 

s. lrl lakhs) 

5000 
(8) 

150 (B) 

20 (B) 
10 (B) 

2400 (B) 

12400 (B) 

300 per tube. es trorn As. 600 to s. . 

(d) colour TV tub 11 t es ol radios. two·rn-ones, cassette recorders etc. 
I 2o% on a YP . . 

(+) 1000 (B) 

iforrn rate o b. t'on sets in view of the changes tn (b) to (d) of item No. 46 
t' , of un n corn 1na 1 . d 

47. lntroduc 1~ xcise duty rates o . 1 rate of 1 0% excise duty on electrontc components an (c) 

48. (a) Relixatlon -~~d~awal of the concesslodn~ tapes/cassettes. 
above, (b) WI tructure on VI e . 
rationalisation of duly 5 . h essure sodium vapour lamps to 10% from the ex1strng 

. . e duty rate on hlg pr 
49.Reduction 1n the exciS 

Negligible 

(·) 250 (B) 

rates. 
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estimated net revenue 
drcct in one ruJI '/Car 

(Rs. in lakhs) . 

so. Prescribing uniform rate of basic excise duty of 35% adv. on all motor vehicles falling under heading (+) t 0000 (B) 
No. 87.03 of CET. 

51.lncrease in excise duty rates on : 
(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. 

53. Exemption to certain non-wooden furniture from basic excise duty in excess of 20% adv. 

54. Exemption to buttons and bu"on blanks from the whole of the excise duty . 

55. Exemption to kerosene pressure lanterns and parts thereof from the whole of the excise duty. 

56. (a) Exemption to excisable goods ( some goods to which the Small Scale Exemption Scheme is 
presently applicable) manufactured by institutions employing physically or mentally 
handicapped people and recognized as engaged in such activities by the Department of Social 
Welfare. 

(b) Extension of the scheme presently available for KVIC units to cover furniture and all ceramic 
products falling under Chapter 69 of CET. 

57. Other changes : 

(+) 2630 (B) 

(+) 500 (B) 

(-) 400 (B) 

(-) 5 (B) 

(-) 35 (B) 

(·) 50 (Bl 

(a) Modification of the general small scale exemption scheme so as to (i) restrict the lull exemption (+) 1500 (B) 
limit of As. 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 (ii) extend the concessions in respect of 
goods manufactured by a SSI unit under the name of KVIC!KVIB and (iii) the list of goods covered 
by the notifications is being modified using the description given in the tariH, to the extent 

possible. 

(b) Extension of the concession under Small Scale Exemption Scheme to rubber solution. 

(c) Extension of the benefit of captive consumption of goods manufactured in one factory and 
consumed in the other factory of production of the same manufacturer. 

(d) Enlarging the scope of Small Scale Exemption Scheme in respect of lyres and restrict the 
exemption to certain spec~ied sizes of animal drawn vehicles lyres only, from whole of the excise 

(.e) g~~"'~s. Ye.A...~"'t to ~"''Y\~~.11 .sc'l.le. e. I' e. 'II\ 1->i\o"" sc..kt.ft\e. t.u::e. e. ~ke.c.l' :f........, 
58. Amendtng tl'le Central Sale~ Tax Act 1956 as a consequential amendment on account or creation of a 

suparate 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 

(-) 40 

(+) 50 

'·""· 1'\Sq 

Amendment relating to Medicinal and Toilet preparations (Excise Duties) Act, 1955 

(B) 

Negligible 

(B) 

Nil 

Under Article 268. of the Constitution, duties of excise on medicinal and toile~ preparations containing alcohol or opium, Indian 
hemp a_nd other narcottc _drugs and narcotics are levied by the Government oflndta but are collected by and assign<ad to the States 
except tn the case of Unton 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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ABSTRACT 

Chapter No. Brief Description 
Revonue Effect 

(Rs. it: lc1l..lul 

(+) (.) 
(Net) 

Indexation ol specific rated commodities 22000 

4,16 & 21 Food Preparations 
162 22ooo 

17 Molasses 
1140 

_, 62 

24 Cigarettes 
10t00 

1140 

24 Pan Masala 800 
101oo 

25 
cement 

100~ sea 

27 
Petroleum products 5 -1oo4 

28&29 
Chemicals 300 16 -5 

32 
S.O. dye stuffs 1900 284 

36 
Matches 1400 -19oo 

37 
Cinematographic films 400 ·1400 

39 
Plastics 100 350 -4CO 

40 
Rubber &Tyrt)5 50 135 -250 

48 
paper & papr·r hoa;d 500 -135 

55 & 56 
Man-made f•b~cs and yJrns 1400 48 

-sea 

53.5G,58 & 60 
orher te"'xtiles 162 

1352 

68 & 69 
Specified artir;les of stoneware 

-162 

and ceramic products 8 

Gem & jewellery 2 
-8 

71 Iron & steel items 15000 
-2 

72& 73 
Aluminium 5000 

15000 

76 Refrigerating appliances & 
5000 

84 evaporative coolers 170 

Machinery 
10 

-170 

84 Electronic items 15800 
-10 

85 
250 

Motor vehicles 12630 
15550 

87 
12630 

91 
WatcheS & watch components 500 

Other concessions 530 
sao 

-530 

SSI Scheme 1500 1500 

roTAL 86320 7102 79218 

SUMMARY 

CENTRE STATE TOTAL 

Basic including special excise duty 39665 32453 72118 

Additional excise duty (TI A) 1032 1032 

Additional excise duty (Sn 122 5946 6068 

TOTAL 40819 38399 79218 



I I. r- S. UI?P.ft ··• 

INLAND AIR TRAVEL TAX 

!lis proposed to introduce anew tax,tobecalledas "INLAND AIR TRAVEL TAX" ,on inland air !ravel at a rate 
of 10% of the total fare (excluding fuel SUfcharge and passenger seNice 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 As. 40 crores during the financial year 1 989-90. 

(Clauses 40 to 49 of the Finance Bill). 

FOREIGN TRAVEL TAX 

It is proposed to revisetheratesof -FOREIGN TRAVEL TAX .from the present rates of Rs.100/50perticketto 

As. 300 /150 per ticket with effect from a date to be notified later. 

Th" · . d · the financial year 1989·90. 
IS IS expected to result in a revenue garn of As. 45 crores urrng , 

(Clause 51 ofthe Finance Bill). 
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