
29

57. In section 112 of the Income-tax Act, in sub-section (1), the following shall be inserted at the end
with effect from the 1st day of April, 2000, namely:–

‘Provided that where the tax payable in respect of any income arising from the transfer of a long-
term capital asset, being listed securities, exceeds ten per cent. of the amount of capital gains
before giving effect to the provisions of the second proviso to section 48, then, such excess shall be
ignored for the purpose of computing the tax payable by the assessee.

Explanation.-For the purposes of this sub-section, “listed securities” means the securities–

(a) as defined in clause (h) of section 2 of the Securities Contracts (Regulation) Act, 1956;
and

(b) listed in any recognised stock exchange in India.’.

58. In section 115AC  of the Income-tax Act, after sub-section (4), the following sub-section shall be
inserted with effect from the 1st day of April, 2000, namely:–

“(5) Where the assessee acquired shares or bonds in an amalgamated or resulting company by
virtue of his holding shares or bonds in the amalgamating or demerged company, as the case may
be, in accordance with the provisions of sub-section (1), the provisions of the said sub-section shall
apply to such shares or bonds.”.

59. After section 115AC of the Income-tax Act, the following section shall be inserted with effect from
the 1st day of April, 2000, namely:–

‘115ACA. (1) Where the total income of an assessee, being an individual, who is a resident and
an employee of an Indian company engaged in information technology software and information
technology services (hereafter in this section referred to as the resident employee), includes–

(a) income by way of dividends, other than dividends referred to in section 115-O, on Global
Depository Receipts of an Indian company engaged in information technology software and
information technology services, issued in accordance with such employees’ stock option scheme
as the Central Government may, by notification in the Official Gazette, specify in this behalf and
purchased by him in foreign currency; or

(b) income by way of long-term capital gains arising from the transfer of  Global Depository
Receipts referred to in clause (a),

the income-tax payable shall be the aggregate of–

(i) the amount of income-tax calculated on the income by way of dividends, other than dividends
referred to in section 115-O, in respect of  Global Depository Receipts referred to in clause (a), if
any, included in the total income, at the rate of ten per cent.;

(ii) the amount of income-tax calculated on the income by way of long-term capital gains referred
to in clause (b), if any, at the rate of ten per cent.; and

(iii) the amount of income-tax with which the resident employee would have been chargeable
had his total income been reduced by the amount of income referred to in clauses (a) and (b).

(2) Where the gross total income of the resident employee–

(a) consists only of income by way of dividends, other than dividends referred to in section
115-O, in respect of Global Depository Receipts referred to in clause (a) of sub-section (1), no
deduction shall be allowed to him under any other provision of this Act;

(b) includes any income referred to in clause (a) or clause (b) of sub-section (1), the gross total
income shall be reduced by the amount of such income and the deduction under any provision of
this Act shall be allowed as if the gross total income as so reduced were the gross total income of
the assessee.

(3) Nothing contained in the first and second provisos to section 48 shall apply for the computation
of  long-term capital gains arising out of the transfer of long-term capital asset, being  Global Depository
Receipts referred to in clause (b) of sub-section (1).

Explanation. For the purposes of this section,–

(a) “Global Depository Receipts” means any instrument in the form of a depository receipt or
certificate (by whatever name called) created by the Overseas Depository Bank outside India
and issued to non-resident investors against the issue of ordinary shares or foreign currency
convertible bonds of issuing company;

(b) “information technology service” means any service which results from the use of any
information technology software over a system of information technology products for realising
value addition;
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(c) “information technology software” means any representation of instructions, data, sound or
image, including source code and object code, recorded in a machine readable form and capable
of being manipulated or providing inter-activity to a user, by means of an automatic data processing
machine falling under heading information technology products but does not include non-
information technology products;

(d) “Overseas Depository Bank” means a bank authorised by the issuing company to issue
Global Depository Receipts against issue of Foreign Currency Convertible Bonds or ordinary
shares of the issuing company.’.

60. In section 115AD of the Income-tax Act, in sub-section (1), in clause (a), after the word “income”,
the words, figures and letter “other than income by way of dividends referred to in section 115-O” shall
be inserted.

61. After Chapter XII-D of the Income-tax Act, the following Chapter shall be inserted with effect from
the 1st day of June, 1999, namely:–

‘CHAPTER  XII-E

SPECIAL PROVISIONS RELATING TO TAX ON DISTRIBUTED INCOME

115R. (1) Notwithstanding anything contained in any other provisions of this Act and section 32 of
the Unit Trust of India Act, 1963, any amount of income distributed by the Unit Trust of India to its unit
holders shall be chargeable to tax and the Unit Trust of India shall be liable to pay additional income-
tax on such distributed income at the rate of ten per cent.:

Provided that nothing contained in this sub-section shall apply in respect of any income distributed
to a unit holder of open-ended equity oriented funds in respect of any distribution made from such
fund for a period of three years commencing from the 1st day of April, 1999.

(2) Notwithstanding anything contained in any other provisions of this Act, any amount of income
distributed by a Mutual Fund to its unit holders shall be chargeable to tax and such Mutual Fund
shall be liable to pay additional income-tax  at the rate of ten per cent.:

Provided that nothing contained in this sub-section shall apply in respect of any income distributed
to a unit holder of open-ended equity oriented funds in respect of any distribution made from such
fund for a period of three years commencing from the 1st day of April, 1999.

(3) The person responsible for making payment of the income distributed by the Unit Trust of India
or a Mutual Fund and the Unit Trust of India or the Mutual Fund, as the case may be, shall be liable
to pay tax to the credit of the Central Government within fourteen days from the date of distribution
or payment of such income, whichever is earlier.

(4) No deduction under any other provision of this Act shall be allowed to the Unit Trust of India or
to a Mutual Fund in respect of the income which has been charged to tax under sub-section (1) or
sub-section (2).

115S. Where the person responsible for making payment of the income distributed by the Unit
Trust of India or a Mutual Fund and the Unit Trust of India or the Mutual Fund, as the case may be,
fails to pay the whole or any part of the tax referred to in sub-section (1) or sub-section (2) of section
115R, within the time allowed under sub-section (3) of that section, he or it shall be liable to pay
simple interest at the rate of two per cent. every month or part thereof on the amount of such tax for
the period beginning on the date immediately after the last date on which such tax was payable and
ending with the date on which the tax is actually paid.

115T. If any person responsible for making payment of the income distributed by the Unit Trust of
India or a Mutual Fund and the Unit Trust of India or the Mutual Fund, as the case may be, does not
pay tax, as is referred to in sub-section (1) or sub-section (2) of section 115R, then, he or it shall be
deemed to be an assessee in default in respect of the amount of tax payable by him or it and all the
provisions of this Act for the collection and recovery of income-tax shall apply.

Explanation.-For the purposes of this Chapter,–

(a) “Mutual Fund” means a Mutual Fund specified under clause (23D) of section 10;

(b) “open-ended equity oriented fund” means–

(i) the Unit Scheme, 1964 made by the Unit Trust of India; and

(ii) such fund where the investible funds are invested by way of equity shares in domestic
companies to the extent of more than fifty per cent. of the total proceeds of such fund:

Provided that the percentage of equity share holding of the fund shall be computed with reference
to the annual average of the monthly averages of the opening and closing figures;
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