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Finance Act, 1985

Section 19 - Substitution of New Section for Section 80hhc

In the Income-tax Act, for section 80O0HHC, the following section shall be substituted with effect from
the 1st day of April, 1986, namely :-

'80HHC. Deduction in respect of profits retained for export business. - (1) Where an assessee,
being an Indian company or a person (other than a company) resident in India, is engaged in the
business of export out of India of any goods or merchandise to which this section applies, there
shall, in accordance with and subject to the provisions of this section, be alowed, in computing
the total income of the assessee, a deduction of an amount, not exceeding fifty per cent. of the
profits derived by the assessee from the export of such goods or merchandise :

Provided that an amount equal to the amount of the deduction claimed under this sub-section
is debited to the profit and loss account of the previous year in respect of which the deduction
isto be allowed and credited to areserve account to be untilised for the purposes of the
business of the assessee.

(2) (a) This section appliesto all goods or merchandise, other than those specified in clause
(b), if the sale proceeds of such goods or merchandise exported out of India are receivable by
the assessee in convertible foreign exchange.

(b) This section does not apply to the following goods or merchandise, namely :-
(i) minera oil; and
(if) minerals and ores.

(3) For the purposes of sub-section (1), profits derived from the export of goods or
merchandise out of India shall be, -

(a) in acase where the business carried on by the assessee consists exclusively of the export
out of India of the goods or merchandise to which this section applies, the profits of the
business as computed under the head "Profits and gains of business or profession”;

(b) in a case where the business carried on by the assessee does not consists exclusively of the
export out of India of the goods or merchandise to which this section applies, the amount
which bears to the profits of the business (as computed under the head "Profits and gains of
business or profession™) the same proportion as the export turnover bears to the total turnover
of the business carried on by the assessee.

Explanation : For the purposes of this section, -

(a) "convertible foreign exchange" means foreign exchange which is for the time being treated by
the Reserve Bank of India as convertible foreign exchange for the purposes of the Foreign
Exchange Regulation Act, 1973 (46 of 1973), and any rules made there under;

(b) "export turnover" means the sale proceeds receivable by the assessee in convertible foreign
exchange of any goods or merchandise to which this section applies and which are exported out of
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India, but does not include freight or insurance attributable to the transport of the goods or
merchandise beyond the customs station as defined in the Customs Act, 1962 (52 of 1962).'
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