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INCOME-TAX RULES, 1962*

NG 969, DATED 26-3-1962]

D oxercise of the powers conforred by secii 3
: v osacfion 295 of the B ome-tay Act. 1964
(43 of 1V61), and rule 15 of Part A, rule 11 Of Puart B uvied raile 9 of Purt C of the

Fonrth Schedule to thar Act, the Ces
_ ' srtral Bourd of Revenue horobn mmakes the
folfowing rides, namch — o hes £

PART I
PRELIMINARY

Shon title and commencement.
1. (1} These rules may be called the Income-tax Rules, 1962,
2) They shall come into force on the 1st dav of April, 1962.
Definitions.
2. (1) In these rules, unless the context otherwise requires,—
(2} "Act” means the Income-tax Act, 1961 (33 of 1961,
'[(ag) "authorised bank” means any bank as mav be appointed by the Resene
Bank of India as its agent under the provisions of sub-section (1) of
section 45 of the Reserve Bank of India Act, 1934 {2 of 1934);]
(h) “Chapter”, “section® and “Schedule® means respectively Chapter and
section of, and Schedule to, the Act.

*Rules, which have been either substituted or inserted or amended by the Amending Rules

notified since 1962, are annotated and indicated in the footnoles. To highlight the amendments

nofified during 2020 and 2024, the affected rules are printed In italics The compendium has

been enriched by incorporating therein at appropriate places latest relevant case laws and

clarifications issued by the CBDT.

Scetion 4 of the Finance (No. 2) Act, 2014 provides as under :
“[n the Income-1ax Act, save as otherwise expressly provided, and unless the contest vther-
wise requires, Lhe reference to any income-tax puthority specified in column (1 of the Table
helow <hall be substituted and shall be deemed to have been substituted with effect frum
the 1st day of June, 2013 by reference to the authority or authorities specified in the cormes-
ponding entry in column (2) of the said Table and such conscquential changes as the rules o
grammar may require shall be made:

TABLE
5L No, {H (#1]
1. Commissioner Principal Commissioner or Commissicner
2. Dircctur Principal Direetor or Direclor
i Chicf Commissioner Principal Chiel Commissioner of Chief Commuissiuner
4. Drector General Principal Direclor General or Director General .

CBDT has not yet issued any Income-1ax (Amendment) Rules to effecthuate the conseguential
changes to be made in the income-tax Rudes.
. Inserted by the IT (Sixth Amdt.) Rules, 1981, w.ef. 19-6-1981.

l ] l
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{2) A.]l l't:f{.:l‘u

nees Lo “Forme" i
forms set Lo “Forms” in these rules shall be construed as references (o the

out in Appendix 11 hereto,

PART IT
DETERMINATION OF INCOME

A.—Salaries

[ Limits for the purposes of section 10(134).

2A. The amount which is not to be included in the total income of an assesse,
in respect of the special allowance referred to in clause (13A4) of section 10 shy)|

be—

2. Inserted by the IT (Amdt.) Rules, 1965, w.e.l. 1-4-1965.
House rent allowance is normally taxable as income under the head "Salaries” - Karamchgy;
Union v. Union of India [2000] 243 ITR 143/109 Taxman 1 (SC). Rule 2A does not in any Way
run counter to the provisions of the Act - CIT'v. H.V, Yazdi[1978] 1141TR 14 (Cal.). House ren;
allowance paid to an employee who is residing in his own house is not :_fhglble for any
exemption - CIT v. K. Balasubramanian [1999] 106 Taxman 117 (Bom.)/ Patil Vijaykumar v,
Union of India[1985] 151 ITR 48/20 Taxman 363 (Kar.)/ All India Lakshmi Commercial Banj
Officers’ Union v. Union of India [1984] 150 ITR 1/[1985] 20 Taxman 412 (Delhi)/ CIT v. P,
Singhania |2006] 156 Taxman 504 (AlL)/CBDT Letter No. F. 12/19/64-IT(A-T), dated 2-1-1947,
[Earlier views to the contrary taken in CITv, Justice S.C. Mittal[1980] 121 ITR 503/3 Taxman
221 (Punj. & Har.), CIT'v. B.R. Tuli[1980] 125 ITR 460 (Punj. & Har.) and CIT v. M.S, Gujral
[1980] 125 ITR 655/3 Taxman 364 (Punj. & Har.) have been statutorily superseded by the
retrospective insertion of the Explanation to section 10(/3A4)]. ‘Salary’ will include dearness
pay if such pay is treated as ‘pay’ for purposes of pension, gratuity and compensatory
allowances including house rent allowance - Circular No. 90, dated 26-6-1972, Commission
based on sales paid in addition to salary as part of the contract of employment will be ‘salary’
- Gestetner Duplicators (P.) Lid, v. CIT [1979] 117 ITR 1/1 Taxman 1 (SC). ‘Salary’ includes
commission even if il is paid with reference to profits - Raja Ram Kumar Bhargava v. CIT
[1963] 47 ITR 680 (AlL). Contractual bonus will form part of ‘salary’ - Circular No. 80, dated
4-3-1972. For the purposc of rule 24, salary will not include bonus - CIT v, B Ghosal [1980]
125 ITR 744/4 Taxman 55 (Ker.). ‘Salary’ will include bonus after the passing of the Payment
of Bonus Act - CIT'v. India Radiators Ltd. [1976] 105 ITR 680 (Mad.). Retired Judge appointed
to any post under State/Central Governmenit is not entitled to exemption on HRA - Justice
Challa Kondiah v. CIT[2001] 119 Taxman 511 (AP). Assessee was entitled to claim deduction
under section 10(/3A) on basis of rent paid by him which had been debited from his salary
directly - CITv. UK Bose[2013] 29 taxmann.com 219/212 Taxman 399 (Delhi). Assessee livin
E\;ﬁth ]'tl.lfl ugf:s in huusa‘occup:'jed by her and paying rent to her through bank transfers wouig
cnlitied 1o exemption under section 10(/34) - Bajrang Prasad Ramdharani v. Asstt. CIT
2?]3] a7 taxmann.com 186/60 SOT 66 (URO) (Ahd.-Trib,). HRA exemption claim could not
¢ allowed under section 10(J34) based on sham rent paymentis supported only by rent
receipts from mother and where assessee had not produced any evideﬁie arisin I.}Irl n:rfarmal
course of transaction of hiring premises - Mrs. Meena Vaswani v Asstt Cﬂg” 2017] 80
taxmann.com 2/164 ITD 120 (Mum. - Trib.). It has to be noted that onl t'he : d'gm‘ﬂ
actually incurred on payment of rent in respect of residential acmmmod}rt' expen_eld b
:he z'ﬁ:scss;:e subject luulhe limits laid down in Rule 2A, qualifies for exempgczﬁrl.:rﬁocn?ﬁ::umg
ax. Thus, house rent allowance granted i iding i
by him is not exempi from Inc-c:-gme-tax.m SRl Reskeigin A ouke/ fal e
As discussed in para 4.6.5 section 192(2D) read with rule 26C makes it obli
: ; 3 : i ligatory for the DDO
to obtain following details/evidences in respect of exemptions et
(i) Rent paid to the landlord 3 SRR sl s o
(i) Name of the landlord
(iif) Address of the landlord
w{ ;]uj P,}IN or Aadhaar Number as the case may be, of the landlord
ere the aggregate renl paid during the f i : :
employee is required to fumjls,h these detgaﬂs in%ginnmlaElB}lrS%j’::ﬂcggd;o?gnlikiz'r er:;pgffS_?{;gf;
dated 16-1-2020. For details, see Taxmann'’s Master Guide to Income-tax Rules. o




1.3 DETERMINATION OF INCOME - SALARIES R.2B

(a) theactual amount of such

allowance received by the assessec inrespect
of the relevant periad; or

() theamount by which the expenditure actually incurred by the assessee
in payment of rent in respect of residential accommeodation occupied by

him exceeds one-tenth of the amount of salary due to the assessee in
respect of the relevant period; or

Y({¢) an amount equal to—

(9 wheresuch accommeodation is situate at Bombay, Caicutta, Delhior
Madras, one-half of the amount of salary due to the assessee In
respect of the relevant period; and
(i) where such accommodation is situate at any other place, two-fifth
of the amount of salary due to the assessee in respect of the relevant
period,]
(& 4[]
whichever is the least,
Explanation.—In this rule—

() “salary”shallhave the meaning assigned toitin clause (k) of rule 2 of Part
A of the Fourth Schedule;

(i) ‘relevant period” means the period during which the said accommoda-
tion was occupied by the assessee during the previous year.]
GRS
{Conditions for the purpose of section 10(5).
2B. (1) The amount exempted under clause (5) of section 10 in respect of the
value of travel concession or assistance received by or due to the individual
from his employer or former employer for hirnseif and his family, in connection
with his proceeding,—

{a) on leave to any place in India;

3. Substituted by the IT (Fourth Amdt.) Rules, 1986, w.c.£. 1-4.1987. Original clause (c) was first
substituted by the IT (Third Amdt.) Rules, 1981, w.ef. 1-4-1981, read as under :
“(<) en amount equal to—
() where such accommodation is situate in any one of the following places, namely :—
Agra, Ahmedabad, Allahabad, Amritsar, Bangalore, Bhopa), Calcutta, Coimbatore,
Dethi, Faridabad, Gwalior (Lashker), Hyderabad, Indore, Jabalpur, Faipur, Kanpur,
Lucknow, Ludhiana City, Madural, Nagpur, Patna, Poona, Srinagar, Surat, Vadodara
(Baroda) or Varanasi (Benaras) or the urban agglomeration of each of such places;
(i) where such accommeodation is situate at Bombay, Calicut, Cochin, Ghaziabad, Hubli-
Dharwar, Madras, Sholapur, Trivandrum or Vishakhapatnam:
one-fifth of the amount of salary due to the assessee in respect of the relevant period;
and
(i) where such residential accommuordation is situate at any other place, one-enth of the
amount of salary due to the assessee in respect of the relevant period: or”
Frior to 1-4-1981, clause (cX{) was amended by the IT (Second Amdt.) Rules, 1966, wef. |4
1966 and later substituted by the IT (Third Amdt) Rules, 1975, waf. 1-4-1975, respectively.
4. Omitted by the IT (Fourth Amdt.) Rules, 1986, w.ef. 1-3-§937.
5 %‘ﬁ% ibid Farlier clause (i) was inserted by the IT (Third Amdt) Rules, 198], wef.
-1981.
6. Substituted by the IT (First Amdt ) Rulles, 1989, w.cf. 1-4-1989, Earfier. it was inscrted by the
- IT{Third Amdt) Rules, 1975, w.ef. 1 -4-1975.

Komd onp 1 4
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rvice or alter the terming.
(b) toany place in India after retirement from serviee oF
tion of his service,

shall be the amount actually incurred on the p
the following conditions, namely :(—

erformance of such travel subject 1o

ay of October, 1997
100 where hejoumeyisperformedonr e e 5.8 ST

by air, an amount not exceeding tne kst
{:grrier e s c‘)r dlt"b“I:arL connected by raj]

igi i destination are
] -es of origin of journey and : PEREE

" Wh;fﬁ P_‘(-’c;;ir]:f ;::-; pgerfurmed on or afterthe 1st day of Ol{.l?xb:ééég??,l?
zﬂv ngle of tr};nsport other than by air, an amount not € & the

{Coned from p. 1.3) sy i °| charges and railway first class
i i . -ence between air trave & s
Prowisinas af e 20000 mah.fﬁi.c-hurtiilﬂn are not ultra vires provision of sc Ker 1%(5} o
AC charges exigible 1o lax u [2004] 270 ITR 194/[2005] 142 Taxman 64 (Ker.). Quantum

Harihara Kumar v. Union of India bsequent block of 4 years need not be restricted

- i ble on the second or su ( SEp 1155
:}OE :;::’;?111]1]1?2? ::l:;::plrihu{r:nnlluwed for the first block - Fifth ITOv. S.K.De¢nadayali [1986] 17

: g ; avel is not covered - Uday C. Nanavati

ITD 61 (Bang. - Trib.). Expenditure on items other lhE‘tTl I_ru.[wil[ ::’;. !;x o A st
m. - Trib.). Exemplionis restricte p ; o
v./TO[1983]41TD 591 (Bo assistance on the basis of sclf-declarations made
on travel. Fixed sums paid as leave travel assislance on nable to verilication
S . ince such sell-declarations are nol amenable :

by employees will not be exempt, since s , s Dr. Reddy Laboratories Lid. v
for purposes of ascertaining the actual expenditure i i te _‘.F bligation te collect
ITO [1996] 58 ITD 104 (Hyd. - Trib.). Emptn}'fﬂ_' is under no statu ory oblig s Lo :
evidence to show that employee has actually utilised the amounts paid towards leave Irave
concession/assistance - CJT v, IT] Lid. [2009] 183 Tax_mm.] 219 (sc)/cIr Vi Lm_r.s'enl& Tuu{:rz
Ltd.[2009] 181 Taxman 71 (SC). Leave travel concession is exempt under section 10(5), f*-hﬂ
with rule 2B, only il assessee-employee undertakes journey to any place in ]":“'lm' Further,
section 10(5), read with rule 2B, no way provides that assessee is at hbert.}' to claim exemption
out of his total ticket package spent on his overseas travel and part of journey within lndi?.
- Om Prakash Guptav. ITO[2013] 33 taxmann.com 169/58 SOT 304 (Chd. - Trib.). LTC paid
by assessee 10 employees involving foreign travel as well would not qualify for exemption
under section 10(5). As per provisions of section 10(5), only that reimbursement of travel
concession or assistance lo an employee is exempted which is incurred for travel to any place
in India. - State Bank of India v. Dy. CIT (TDS) [2016] 67 taxmann.com 81/158 ITD 194
(Luck. - Trib.). For details, see Taxmann’s Master Guide to Income-tax Rules.

7. Substituted by the IT (First Amdt.) Rules, 1998, w.r.e.f. 1-10-1997, as amended by Notification
No. SO 201(E), dated 12-3-1998. Prior to their substitution, clauses (3), (if) and (ii), as amended
by the IT (Fifth Amdt.) Rules, 1990, w.r.e.l. 1-4-1989, read as under -

(i) where the journey is performed on or after the 1st day of April, 1989 by rail, an amount
not exceeding the air-conditioned second class fare by the shortest route to the place
ol destination;

(i where places of origin of journey and destin ation are connected by rail and the journey
is performed on or after the 1st day of April, 1989 by any other mode of transport, an
amount nol exceeding the air-conditioned second class rail fare by the shortest route
to the place of destination; and

(fif) where the places of origin of journey and destination or
by rail and the journey is performed on or after the 1st
places, the amount eligible for exemption shall be,—

(A) ‘;""’ill“‘;ra;' ;t”ﬁ?l‘;;d P.‘ilhﬁf-‘;ﬂ_’tﬂﬁwﬂ System exists, an amount not exceeding the
. e ¢ class fare, as the case may be, on such transport by the
shortest route 1o the place of destination; and

(B) where no recognised public transport system exis tvales s

air-conditioned second class raﬂptf]are.- for the d::'t:::clmu{}utfeeg:g;] L.:] lbt ?:EL.

shortest route, as if the Jjourney had been performed by rail” ¢ i e

part thereof are not connected
day of April, 1989 between such
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air-c_and-itio“ed first class rail fare by the shortest route to the place of
destination; and

(i) where the places of prigin of journey and destination or part th ereof are
not connected by rail and the journey is performed on or after the Istday

of October, 1997, between such places, the amount eligible for exemp-
tion shall be :—

{A) where a recognised public transport system exists, an amount not
exceeding the 1st class or deluxe class fare, as the case may be, on
such transport by the shortest route to the place of destination; and

(B) where no recognised public transport system exists, an amount
equivalent to the air-conditioned first class rail fare, for the distance
of the journey by the shortest route, as if the journey had been
performed by rail.]

(2) The exemption referred to in sub-rule (1) shall be available te an individual in
respect of two journeys performed in a block of four calendar years commencing
from the calendar year 1986 :

[Provided that nothing contained in this sub-rule shall apply to the benefit already
availed of by the assessee in respect of any number of journeys performed before
the Ist day of April, 1989 except to the extent that the journey or journeys so
performed shall be taken into account for computing the limit of two journeys
specified in this sub-rule.]

(3) Where such travel concession or assistance is not availed of by the individual
during any such block of four calendar years, an amount in respect of the value of
the travel concession or assistance, if any, first availed of by the individual during
first calendar year of the immediately succeeding block of four calendar years shall
be eligible for exemption. '

Exnlanation : The amount in respect of the value of the travel concession or
assistance referred to in this sub-rule shall not be taken into account in deter-
mining the eligibility of the amount in respect of the value of the travel concession

or assistance in relation to the number of journeys under sub-rule {2).]

9(4) The exemption referred to in sub-rule (1) shall not be available to more than
two surviving children of an individual after 1st October, 1998 :

Provided that this sub-rule shall not apply in respect of children born before 1st
October, 1998, and also in case of multiple births after one child.]

“[Guidelines for the purposes of section: 10(10C)."
2BA. The amount Preceived by an employee of—
() apublic sector company; or

& Inserted by the IT (Fifth Amdt) Rules, 1990, wref. 1-4-1989,
-9, Inserted by the IT (First Amdt.} Rules, 1998, wref. 1-10-1997. .

16;' Sabstituted by the IT (Twentieth Amdt.) Rules, 1993, w.red. 18-3.1992. Prior to its substitu-
" Hon, rule 2BA, as inserted by the IT (Sixteenth Amdt) Rules, 1992, w.e£. 1881992 end

' ' amended by the TT (Third Armdt) Rules, 1993, w.ef. 26-2-1993, read as under :
2BA. Guidelines for the purposes of section 10{10C)—The amount received by an ernployes
of a public sector company or of any other company at the timie of his veluntary retirement
{Contd on p. 1.6
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(7)) any other company; or :
(ti)) an authority established under a Central, State OF Provincial Act; or

fConted. from p. 1.5)

shall be exempt under clause (10C) of section 10 only if th
framed by the aforesaid company is in accordance W
namely .—
(i) it applies to an employee of
completed 40 years of age;
(ii) it applies to all employees (by
cutives of the company excepti
(iff) the scheme of voluntary retirem g
in the existing strength of the employees ol the compa ge . e
4 i i up, nor etiring
iv) the vacancy caused by voluntary retirement is not to ille ‘
e employee ig to be employed in another company or concern belonging to the same

Einﬁf::: :;ceivahle on account of voluntary retirement of the employee, does not
o ex:::ed the amount equivalent to one and onc-half mm:ltljé‘r' salary for each completed
year of service or salary at the time of retirement multiplied by r.l::e balance months of
service left before the date of his retirement on superannuation. In any case, the
amount should not exceed rupees five lakhs in case of each employee;
(vi) the employee has not availed in the past, the benefit of any other voluntary retirement
scheme.
Explanation : In this rule, the expression “salary” shall have the same meaning as is assigned
to it in clause (%) of rule 2 of Part A of the Fourth Schedule.'

11. Section 10(10C) is constitutionally valid - Shashikant Laxman Kalev. Union of India[1990] 52
Taxman 352 (SC)/ All India Blue Star Employees Federation v. Union of India[1998] 234 TTR
155/101 Taxman 580 (Bom.). For clarification regarding guidelines for approval of scheme,
refer to Circular No. 640, dated 26-11-1992. Benefit payable under VRS is benefit in lieu of
salary and is chargeable/exempt on cessation of service, even though payment is spread over
a number of years and would not be hit by second proviso to section 10(10C) - SAIL DSP VR
Empluyees Association 1998 v. Union of India[2003] 128 Taxman 704/262 ITR 638 (Cal)/ITO
v. Dhan Sai Srivas [2009] 183 Taxman 302 (Chhattisgarh), Terminal benefits cannot be
brought within scope of ‘amount received’ under section 10(10C) - SAIL DSP VR Employees

Association 1998 v. Union of India [2003] 128 Taxman 704/262 ITR 638 (Cal.). Different
companies can frame different schemes of voluntary retirement for different classes of
employees, provided that such scheme conforms to the guidelines prescribed in rule 3BA -
Arunkumar T. Makwanav. ITO[2006] 156 Taxman 429 (Guj.). Amount received by employees
of RBI opting for Optional Early Retirement Scheme would qualify for deduction - Chandra
Ranganathan v. CIT[2010] 195 Taxman 418 (SC), Relief under section 89(1) is admissible upto
and inclusive of assessment year 2009-10 on the taxable portion of the amount received on
voluntary retirement - CIT'v. M. Raman [2000] 245 ITR 856/[2002] 120 Taxman 328 (Mad.)/
CITv. G.V. Venugopal[2005] 144 Taxman 784 (Mad.)/ CITv. P. Surendra Babu [2005] 279 ITR
402/149 Taxman 82 (Ker.)/ CITv. S. Sundar[2006] 284 ITR 687 (Mad.)/ CIT v. Geetha Mohan
[2006] 201 CTR (Mad.) 551/ CIT v. J. Ramarani [2006] 286 ITR 616 (Mad.)/ State Bank of
Travancorev. CBDT[2006] 151 Taxman 133 (Ker.)/ CITv. Nagesh Devidas Kulkarni[2007]291
ITR 407 (Bom.)/ CITv. 8. Srinivasan [2007] 160 Taxman 314 (Mad.)/ CITv. M. Krishnamurthy
[2009]318ITR 167 (Mad.)/ CITv. M. Abdul Kareem([2009]311 ITR 162 (Mad.). Rule 2BA which
is relevant for VRS, is not applicable in case of computing deduction in hands of employer
under section 35DDA - CITv. State Bank of Mysore[2013] 36 taxmann.com 552/217 Taxman
357 (Kar.). For details, see Taxmann's Master Guide to Income-tax Rules,

12. The word “received” should read as "received or receivable” to bri itinli i endm
: bring it in line nt
made to section 10(/00) by the Finance Act, 2003, w.ef. assessment year 2‘5&3;" )

e scheme of voluntary "‘;‘lil'ﬂ'm:m
ith the following requirements,

the company who has completed 10 years of service or
whatever name called) including workers and exe.

ng Directors of the company;
ent has been drawn up to result in overall reduction
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(i} alocal Y[authority; or]
H[(v) a co-operative society; or

() a Ii:nivelrsit‘y established or incarporated by or under a Central, State
Dé‘cﬁmv;'lc;al Act alnd an institution declared to be a University under
section 3 of the University Grants Commission Act, 1956 (3 of 1956); or

(vij) an Ipdjan Institute cff Technology within the meaning of clause (g)** of
section 3 of the Institutes of Technology Act, 1961 (59 of 1961); or

"{(vita) an institution, having importance throughout India or in any State or

States, as the Central Government may, by notification in the Official
Gazerte", specify in this behalf; or]

(viid) suc!'l- ins:citute of management as the Central Government may, by
notification in the Official Gazette!®, specify in this behalf ]

“at the time of his voluntary retirement *or voluntary separation] shall be exempt
under clause ({0C) of section 10 only if the scheme of voluntary retirement framed
by the aforesaid company or authority 2[or co-operative society or University or
institute), as the case may be #[orif the scheme of voluntary separation framed by
a publ}ic sector company,] is in accordance with the following requirements,
namely i—

() it applies to an empluyee 2["*"] who has completed 10 years of service
or completed 40 years of age;

13. Substituted for “autharity,” by the IT (Fifth Amdt.) Rules, 1994, wref. 1-4-1994,

14. Inserted, ibid _

15. For definition of "Institute” under section 3(g) of the Institute of Technology Act, 1961, see
Appendix. '

16. Inserted by the IT (Tenth Amdt.) Rules, 2002, w.re.f. 1-4-2002. [Amendment in section 10{/0C)
was with effect from 1:4-2002.] '

17. (i International Crop Research Institute for Semni Arid Tropics - SO 645(E), dated 19-6-2002, ()
Action for Food Production (AFPRO), New Delhi - Notification No. SO 996, dated
26-3-2004, and (#if) Govt. Tool Room & Training Centre, Rajajinagar Industrial Area, Banga-
Jore - Notification No. 159/2004 [F. No. 200/7/2003-IT(A-D)), dated 22-6-2004,

18 (i Indian Institutes of Management at Ahmedabad, Bangalore, Calcutta & Lucknow - SO
&TS(E), dated 28-6-1994, and (i) Indian Institute of Foreign Trade, Rew Delhi - 50 114E), dated

- 16:2-1999. For details, see Taxmann's Master Guide to Income-tax Rules. L

19, The expression ‘at the time of’ should read as ‘oo’ to bring # in line with amendment made

", wrseetion 10(10C) by the Finance Act, 2003, w.ef. assessment year 2004-05.

20 Jfserted by the IT (Twenty-third Amdt) Rules, 2000, w.f. 24-11-2000,

21, Insirted by the IT (Fifth Amdt) Rules, 1994, war.ef. 1-4-1994. ,

22, Inserted by the IT (Twenty-third Amiit} Rules, 2000, w.ef 24-11-2000.
23, Words "of the cumpanyﬂrthﬂ authority, asthemmy be " érmitted by the IT (Fifth Amdt)

Rules, 1954, wref. 1-4-1994.
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b o _ o ealled) including workery

M i applies to all emplovees (by whatever name L..:l“l.. Ll}lnr " .,;q.;l:q'u.'s"lli-.,-;

. - . : s £ - H L]

and exceutives ol a company or ol an authority :_"_ ”-unl[?'"“' or of g
society, as the case may be, excepting directors ol a < _

co-operative society; |

1 voluntary separation]has been

" 15
‘s S R . arv relirement - [l.'! .
(#i1) thescheme of voluntary in the existing strength ol the

drawn to result in overall reduction

umPtUﬁ'Ut‘H -‘hl"-l; T —
(iv) the vacancy caused by the voluntary retirement For voluniaby scpara-
tion] is not to be filled up; .
(v) the retiring employee of a company shall not Fw Cﬂ‘}}:]lt‘ll_‘::.td in another
company or concern belonging to the same manageinie *-
account of voluntary retirement lorvoluntary
exceed the amount equivalent 1o
loted year of service or salary at the

(v) theamount receivableon
separation] of the employee does not
*¥[three months] salary for each comp STVEETELETR b
lime of retirement multiplied by the bulanc‘c n‘u:-nlh:. of service lelt belore
the date of his retirement on superannuation®:

nt of (/) above would not be applicable in case of amount

[Provided that requireme _
: SR under the scheme of voluntary

received by an employee of a public sector company
separation framed by such public sector company.]

24. Substituted by the IT (Fifth Amdt.) Rules, 1994, w.r.e.f. 1-4-1994. Prior to its substitution, it read
as under :
“(if) it applies to all employees (by whatever name called) including workers and executives
of the company or the authority, as the case may be, excepting Directors of the company;”
25. Inserted by the IT (Twenty-third Amdt) Rules, 2000, w.e.f. 24-11-2000.

26. Words "of the company or the authority, as the case may be” omitted by the IT (Fifth Amdt.)
Rules, 1994, wref. 1-4-1994,

27. Inserted by the IT (Twenty-third Amdt.) Rules, 2000, w.e.f. 24-11-2000.

28. Substituted for “one and one-half months" by the IT (Tenth Amdt.) Rules, 1994, w.elf.
1-11-1994,

29. Exemption that is available under section 10(70C) has to be allowed while estimating annual
income of person receiving salary, but not in respect of any single payment that mav be made
by emplover - Y.5.C. Babu v. Chainman & Managing Director, Syndicate Bank fIDOZ] 120
Taxman 88/253 ITR 1 (AP). Emphasis in rule 2BA is on amount receivable on account of
voluntary scheme which should not exceed limits prescribed therein: it is not intention of
Legislature that every VRS framed by companies must provide that 'a.n employee availing
benefit of VRS would be paid an amount either equivalent to (/) three months’ salary for each
completed year of service, or (2) salary at time of retirement multiplied by balance months
of service left before date of his retirement un superannuation. Rule 2BA does not pruvid;:'
at all that amount representing lower of two limits specified in clause (vi) of rule 2BA should
be allowed under VRS - Arunkumar T. Makwana v. ITO[2006] 156 Taxman 429 (Guij.). Fu
details, see Taxmann's Master Guide to Income-tax Rules. =

30, Inserted by the IT (Twentv-third Amdu) Rules, 2000, w.e.f. 24-11-2000.
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Expla nation.—In this rule, the expression “satary” shall have the same meaning as
s assigned to it in clause (/) of rule 2 of Part A of the Fourth Schedule |

y[Prescribed allowances for the purposes of clause (14) of section 10.

2BB. (1) For the purposes of sub-clause () of clause (/4 of section 10, preseribed
allowances, by whatever name called, shall be the following, namely - —

(¢) any allowance granted to meet the cost of travel on tour or un transfer;

(B) any allowance, whether, granted on tour or for the period of journcey in
connection with transfer, to meet the ordinary daily charges inc urrcd by
an employee on account of absence from his normal place of duty;

() any allowance granted to meet the cxpenditure incurred on con-
veyance in performance of duties of an office or employment of profit :

Provided that free conveyance is not provided by the employer;

(d) any allowance granted to mect the expenditure incurred on a helper
where such helper is engaged for the performance of the duties of an
office or employment of profit;

(¢) any allowance granted for encouraging the academic, research and
training pursuits in educational and research institutions;

() any allowance granted to meet the expenditure incurred on the pur-
chase or maintenance of uniform® for wear during the performance of
the duties of an office or employment of profit.

Explanation—For the purpose of clause (@), “allowance granted to mect the cost of
iravel on transfer” includes any surn paid in connection with transfer, packing and
transportation of personal effects on such transfer.

{2) For the purposes of sub-clause () of clause (14 of section 10, the prescribed
allowances, by whatever name called, and the extent thereof shall be the following,
namely —

31. Inserted by the IT (Eighth Amdt) Rules, 1395, w.el. 1-7-1995. Additional conveyance
allowance and incentive bonus paid to LIC Officers are not covered - CIT v. EA. Rajendran
[1999] 235 ITR 514/104 Taxman 587 (Mad.)/ LIC Class I Officers {(Bombay) Assaciation v. LIC
of India [1998] 229 ITR 510 (Bom.)/ CITv. M.D. Paril[ 1998] 229 ITR 71/100 Taxman 516 (Kar.)
(FB). For details, see Taxmann’s Master Guide to Income-tax Rules.

32. Dresscode worn by employess is not uniform for puipose of exemption as uniform allowance

mder section 10{/4}). Term ‘uniform’ in context of dressing carries a vast different
conpotation and would necessarily include precise instructions as to dress, design, and also
sobours which will achieve a uniformity in dressing at a work place or at place of study or
some such collection of group of persons belonging to by and large a common class and is
entirely different from a far more broader concept of a general dress code. - Oil & Matural Gas
Corpn Lid v. Asstt. CIT[2016] 73 taxmann.com 273/243 Taxman 105 (Guj.).
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TABLE
St * Nawre uf Place at J.trh:':'h allomance Ei‘ﬂ;i::f;
Nu. allowance is exermp! exempt
(1) 2) (3} b :

1. | Any Special Compensatory
Allowance in the pature of
*|Special Compensalory
(Hillv Areas} Allowance] or
High Altitude Allowance or
Uncongenial Climate Allow-
ance or Snow Bound Arca
Allowance or Avalanche
Allowance

1. (&) Manipur Mollan/RH-2365.
(b) Arunachal Pradesh
{H Kameng;
(i)} North Eastern Arunachal
Pradiesh whereheights are
9,000 It. and above;
(i) Areaseastorwestof Siang
and Subansin sectors
(¢} Sikkim
() Area North-NE-East of
line Chhaten LR 0105,
Launchung LR 1902, pt.
4326 LW 1790, pt. 4349
LW 1479, pt. 3601
LW 1471 to mile 13 LW
1367 to Berluk LW 2253,

(iy All other areas at 9,000 fr
and above.

(dy Uttar Pradesh

Areas of Harsil, Mana and
Malari Sub-divisions and oth-
er areas of heights at 9,000 ft.
and above.

(¢} Himachal Pradesh

{f) All areas at 9,000 ft. and
above ahead of kine join-
ing Puhka-jzkunzomla to-
wards the bower.

{if) Area shead of line joining
Karchham and Shigrilato-
wards the hower.

(¢ All areas in Kalpa, Spiti,
Lahaul and Tisa.

(fH Jammu and Kashmix

(3 All areas from NR 396950
to NR 350850, NR 370790,
NR 311776 North of

M[Rs. 800] per
maonth

33. Substituted for “Composite Hill Com

2000, wref, 1-8-1997.
34, Substituted for *“Rs. 600", ibid

pensatory Allowance” by the IT (Third Amdt.) Rules,
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1.11
S N of Place ut which allowance Extent 1o which
Ak allovance is exentpt allowarce &
Texempt
(1 {2) {3} (4)
Shaikhra Village, North of
Pindi Villoge to NR 240800.

(i)

{ £7i)

(iv}

(v)

{vi)

{vi))

(wifd)

(ix)

(x)

Arcas of Doda, Sank and
other  posts Iocated in
areas at a height of 9,000
fi. and above,

North of ling Kud-Dudu
and Bastt-garh, Bilwar,
Balote and Palnilop.

All areas ahead of Zojila
served by Road Srinagar-
Zojita-Leh in Leh District.

Gulmarg - All areas for-
ward of line joining Anita
Linyan 3309 - Kaunrali -
2407,

Uri South - All
areas forward of Kaunrah
-Kandi 1810 Kustam 1505
-Sebasantra 1006 Changez
0S07 - Jak 19904 Keekar
9704 Jamun 9607 Neeta
9508.

BAAZ Kaiyvan Bowl - All
areas forward of Dulurja
9712-BAAZ 0317

Shamsher 0416 including
New Shamsher 0615 -
Zorawar 1017 - Malaugan
Base 1027 - Radha 0836 to
Nastachun Pass 9847.

Tangdhar - All areas west
of Nastachun Pass Tangd-
har Bowl and on
Shamshabari Range and
forward of it.

Karan and Machhal sub-
sectors - All areas along
theline Pharkiangali 0869
to Z Gali 4376 and
forward of Sham-
shabari Range.

Panzgam, Trehgam and
Drugmul.
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8L Nane of Pluce ar witicly alloweise e Fviens iowing by
Ne, uffuwance is eaeHip allimance i

l'.ll_'lh'.f!,l'
() (2) (3 -4
. Siachen area of Jammu and YIRs. TAKKY por
' Kashmir imonth
IO, All places loeated at a heightf "[Rs. 300] per
of 1,000 melres or More munth
above the sea level, uther than
places specilied ot (D) and (II}
abowve,
7[2.| Any Spucial Compensatory | 1, (a) Little Andaman, Nicobar | Rs. ll.l.mu per
munth

Allowance in the nature of
Barder Area Allowance, Re-
mote Locality Allowance ar
Difficult Area Allowance or
Disturbed Area Allowance

(1
{c)

{d)

(e}

and Narcandum [slands;
North and Middle Anda-

mans;
Througheout Lakshadweuep
and Minicoy Islands;

All places on or north ol the
following demarcation line:

Point 14600 (2881) 1o Sala
MS 2686-Matau MS 6777 -
Sakung MT 1379-Bamong-
Khonawa MO 2803 - Nyapin
MO 7525 - River Khru Lo its
junction with the river
Kamla MP - 2226 - Taliha -
Yapuik MK 7410 - Gshong
MK 9749 - Yinki Yong NF
4324-Damorch MF 6208 -
Ahinkolin NF 8811 - Kronli
MG 2407 - Hanli NM 40%6 -
Gurongon NM 4592-Loon
NM 7579 - Mayuliang NM
0169-Chawah NM 9943 -
Kamphu NM 1125 - Point

6490(NM 1493) Vijayanagar
NSA 486;
Following areas in
Himachal Pradesh :
(i) Pangi Tehsil of
Chamba Distric;

35. Substitzted for “Rs. 1,200" by the IT (Third Amdy) Rules, 2000, wr.ef. 1-8-1997.
36, Substituted for “Rs. 150°, ibid
37. Substituted, ibid
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-] N
-'.'!' e of Place at which allowance Extent to which
Mo allowance is exeiript allowance ts
exempi
i) (2) (3} (4)

(i) Folowing Pancha-
yals and villages ol
Bharmour Tehsil ol
Chamba Distric( :

{4} Panchayat :
Badpgaun,
Bajol, Deol
Kugti Naya-
gam and
Tundah.

(B) Villages :
Ghatu of Gram
Panchayat
Jagat Kanarsi
of Gram Pan-
chayat, Cau-
haia.

(fi) Lahaul and Spit Dis-
trick;
(i) Kinnaur district:

(A) Asrang,
Chitkul and
Hango Kuno

Charang
Panchayats;

(B) 15/20 Area
comprising the
Gram Pancha-
yats of Chhota
Khamba, Na-
thpa and Rupi;

{Q) Poch Sub-Di-
vision exclud-
ing the
Panchayat Ar-
eas specified
above.

(v) 15/20 Area of
Rampur Tehsil com-
prising of Panchayats
of Koot, Labana-
Sadana, Sarpara and
Chandi Branda of
Shimla Distriet.

(v 15/20 Area of
Nirmand Tehsil, com-
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s

No.,

-__‘_‘—__

INCOME.-TAX RULES, 1962

1.14

Nane of
allowance

Place at which aflowance
is exerp!

.Exten:_;-:;;:}""'
allowance i
exemp;

1)

{2)

(3)

(4)

prising the Gram
Panchavats of
Kharga, Kushwar
and Sarga of Kullu
District,

{(f) Chimptuipui District of
Mizoram and areas beyond
25 km, from Lunglet town
in Lunglei District of
Mizoram.

(g} Following areas in Jammu
and Kashmir:

(9 Niabat Bani, Lohi,
Malhar and
Macchodi of Kathua
District;

(i Dudu Basanigarh
Lander Bhamag
Ilaga, Thakrakote
and Nagote of
Udhampur District;

(if) All areas in Tehsil
Mahore except those
specified at T({(H
below in Udhampur
District;

{(iv) llagas of Padder and
Niabat Nowgaon in
Kishtwar Tehsil of
Doda District;

(v) Leh District;

(vi) EntireGurez-Niabat,
Tangdhar Sub-Divi-

sion and Keran Ltlaga
of Baramulla District.

(%) Following areas of Utiar
Pradcsh —
{i} Chamoli District;
(i) Pithoragarh District;
(it)) Uttarkashi District,
{ Throughout Sikkim State.

II. Installations in the Continental
Shelf of India and the Exclusive
Economic Zone of India.

Rs. 1,100
per month




1.18 DETERMINATION OF INCOME - SALARIES R. 2BB
Si. Name of Place at which allowance Exient to whici
No. ellowance is exemp! allowance is

exempl
(1) (2) (3) (4]
IIl. (2) Throughout Arunachal Pra-| Rs. 1,030
desh other than areas cover-| per month

(b
(c)
(d}

(&)

6}

(&

ed by those specified at 1{d)
above.

Throughout Nagaland
State.

South Andaman (including
Port Blair).

Throughout Lunglei District
(excluding areas beyond 25
km. from Lunglei town) of
Mizoram.

Dharmanagar, Kailasahar,
Amarpur and Khowal in
Tripura.

Following areas in Jammu
and Kashmir :

{) AreasuptoGoelfrom
Kamban side and
areas uplo Arnas
from Keasi side in
Tehsil Mahore of
Udhampur District;

(i) Matchill in
Baramulla District.

Following areas imn

Himachal Pradesh :

(3 Bharmour Tehsil, ex-
cluding Panchayats
and villages covered
by those specified at
I{e)(i7) above of
Chamba District;

(f#) Chhota Bhangal and
Bara Bhangal area of
Kangra District;

(ii Kinnaur Disirict oth-
er than arcas speci-
fied at I(e)( i)

(i) Dodra-KawarTehsi,
Gram Panchayats of
Darkali in Rampur,
Kashapath Tehsil and
Munish, Ghori
Chaibis of Pargana
Sarahan of Shimla
District.
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SL - —
Mo ?pﬂnm of Place at which ailewanee Extent fo which

, allowance is caermpl allimvance is
exemipi
. 3 5 T
V. e Throughout Aizawal Dist- | 5 750
per month

(&

{€)
()

rici of Mizoram;
Throughout Tripura except
areas those specified at

I e);
Throughout Manipur:

Following  arcas of
Himachal Pradesh :

(7 Jhandru Panchayat
in Bhatiyat Tehsil,
Churah Tehsil,
palhousie Town {in-
cluding Banikhet
proper} of Chamba
District;

(&) Cuter Seraj (exclud-
ing Village of jakat-
Khana and Burow in
Nirmand Tehsil of
Kullu Districi);

(i) Following areas of
Mandi District:

{4) Chhuhar Val-
ley (Joginder-
nagar Tehsil);

(%) Bagra, Ch-
hatri, Chhot-
dhar! Garﬂ.gll—
ghain, Gatoo,
Gharyas, Jaﬂ-
jehli, Jaryar,
Johar Kalhani
Kalwan, Kho-
janal, Loth,
Silibagi, Soma-
chan, Thach-
dhar, Tachiand
Thana
Panchayats of

{0) Binga, Kam-
lﬂ.h, Saklaﬂ.a,
Tanyar and
Tarakholah,
Panchayats of
Dharampur
Block:
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sf

N

L

DETERMINATION OF INCOME - SALARIES

R. 2BB

_____—__’-—._"-
which
Newere of Place ot which atlewarice Ef:;::u:::i e is
allvarce is exerpt owdres
e e
{2} {3) (4)
(/3 Balidhar, Bag-

ra, Gopalpur,
Khajol, Mahog,
Mchudi, Manj,
Pekhi, Sainj,
Sarahan and
Tcbhan, FPan-
chayats of
Karsog Tchsil;

(F) Bohi, Batwara,
Dhanyara,
Paura-Kothi,
Seri and Shoja,
Panchayats of
Sundernagar
Tehsil.

{#v) Following areas and
offices of Kangra Dis-
trict :

{A) Dharamshala
town and
Wwomen's 1T
Dari, Mechani-
cal Workshop,
Ramunagar,
Child Welfare
and Town
Country Plan-
ning Offices,
Sakoh: CRSF
Office at lower
Sakoh; Kangra
Milk Supply
Scheme,
Shamnagar;
Tea Factory,
Dari; Forest
Corporation
Office, Sham-
nagar; Jea
Factory, Dari;
Settlement
Office,
Shamnagar
and Binwa
Project, Sham-
nagar. Offices
located out-
side the Mu-
nicipal limit of
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1.ts

st
Na

Name of
ullowangey

is exempl

Plave at which allowance

—
Extent to whicy
allowance is
exenpt

1)

')

{3)

—

{4

(B

Dharamshala
town but in-
cluded in
Dharamshala
town for pur-
poses of eligi-
bility to special
Compensatory
(Remote Lo-
cality) Allow-
ance;
Palampur
town, includ-
ing HPKVV
Campus at
Palarmpur and
H.P. Krishi
Vishvavidya-
laya Campus;
Cattle Deve-
lopment
Office/ Jersy
Farm, Banuri;
Sericulture
Office/Indo-
German Agri-
culture Work-
shop/HPPWD
Division,
Bundla; Elec-
wrical Sub-Di-
vision, Lohna;
D.P.O. Corpo-
ration, Bundla
and Electrical
HPSEE Divi-
sian, Ghuppar
offices located
outside  the
Municipal lim-
its of Palam-
purtown but
included in
Palampur
town for the
purpose of
above allow-
ance;

—
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1.19 DETERMINATION OF INCOME - SALARIES
sl Name of Place at which allowance Exleni 1o th'fh
Ne. allowance is exempt allewance is
exempl
(1 (2) (3) (4}

(v) Chopal Tehsil; Ghoris,
Panjgaon, Paisnu,
Naubis and Teen Koti
of Pargana Sarahan;
Deothi Gram Pancha-
vat of Taklesh Area;
Pargana DBarabis;
Kasba Rampur and
Ghori Nog of Parpana
Rampur of Rampur
Tehsil of Shimla Dis-
trict and Shimla
Town and its suburbs
{Dhalli, Jatog,
Kasumpti, Mashobra,
Taradevi and Tutu);

{(vf) Panchayats of Banj,
Bakhali (Pachhad
Tehsil), Bharog Bhe-
neri (Paonata Tehsil),
Birla (Nahau Tehsil),
Dibber (FPachhad
Tehsi]l) of Thanan
Kasoga {Nzhan
Tehsil) in Sirmour
District and Transgir
Tract of Sirmour Dis-
trict;

{vii) Mangal Panchayat of
Salan District;
(¢) Following areas in Jammu
and Kashmir :

{1 Areas in Poonch and
Rajouri Districts ex-
cluding the towns of
Poonch and Rajouri
and Sunderbani and
other Urban areas in
the two districts;

(f} Following areas in Jammu
and Kashmir :
Areas not included in Kg),
(/) and IV(e) above, but
which are within a distance
of 8 k. from the Lne of
artual control or at pla,ceg
which may be declared as
qualifying for Border Allow-
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_—
Sl Nesne of Place at which allowarice Extent io whic,
No. aflowgnce is exempt allowance i
“xemmy
4 Ty
(i) 2} (3) (4
]
ance from time to time by
the Stale Govermment for
their own staff.
V. Jog Falls i Shimoga District m | Rs. 300
Karmataka, per month,
. Throughout the State of [ Rs. 200
Vi@ Himan:%l];l[ Pradesh other | per monih.]
than areas covered by thase
specified in I(e), I{g) and
1V(d)
(3 Throughout the State of
Assam and Meghalaya
3.1 "WSpecial Compensatory| (@) Madhya Pradesh ¥[Rs. 200] per
(Tribal Areas!SchAEﬁ:lule (4) Tamil Nadu month
:n’igmgem" Areas)Alow:| 5 Utiar Pradesh
(&) Karnataka
(e) Tripura
(/) Assam
(g) West Bengal
(k) Bihar
{ Orissa
4.| Any allowance granted te|whoele of India 70 per cent of
an employee working in any such allow-
transport system tomeei his ance up to a
personal expenditure du_r+ maximum of
the course of running of per month.
such transport from one
place 1o another place, pro-
vided that such employee is
not in receipt of daily allow-
ance
5.| Children Education Allow- | Whole of India “[Rs, 100] per
ance month per
chiid up toa
maximium of
y two chikiren.
6. Any allowance granted to| whole of Indi .
an employee to meet the ¢ A Eﬂﬁiﬂw

38.

1-8-1997.

39,

Substituted for "Rs. 100", ibid.
Substituted for “Rs. 6,000" by the IT (Eighth Amdt) Rules, 2010, w.ref 1-9-2008, Earlier
"Rs. 6,000" was substituted for *Rs. 3,000 by the IT (Third Amdt) Rules, 2000, w.ref

1-8-1997,

41.
42,

Substituted for *Tribal Area Allowance® by the IT (Third Amdt) Rules, 2000, wr.ef

Substituted For “Rs. 50" by the IT (Third Amidy) Rules, 2000, w.r.ef. 1-8-1997.
Substituted for “Rs, 150", ibid.



1.21 DETERMINATION OF INCOME - SALARIES R.2BB
S f;;zm of Place at which allowaice Extent to which
Neo. ariowance is exempt allowance is

exempl

(1) {2 (3) (4)

hostel expenditure on his child upton
Chl]d madmurm of
two children.

7.| Compensatory Field Area| (4} Following areas in Arunachal | “[Rs. 2,600]

Allowance Pradesh :— per month.

() Tirap and Changlang
Districts;

{i) All areas North of line
Joining point 4448 in LZ
4179-Nukme Dong MS
3272-Sepla MT 2969-
Palin MO 9213-Daporijo
NR 5841-Along NL 1273.
Hunli NM 3196-Tidding
Tuwi MT 6369-Hayu-
liang NN ﬂlTU-Tawa.{en
MT 8136-Champai Bun
NM 8814, all inclusive.

() Throughout Manipur and
Nagaland.

{) Following areas in Sikldm —
All areas North and North East
of line joining Phalut LV 4750-
Gezing LV 7059-Mangkha LV
6160-PenlangLa LW 0666-Rangli
LW 1448-BP 1 in LW 2453 on
Indo-Bhutan Border, all inclu-
sive.

(dy Following areas in Himachal
Pradesh -

All areas East of line joining
Ummsila NV 3951-Udajpur NY
8663-Manikaran SB 2300-Pir
Parbati Pass TA 1459-Taranda
TA 2335-Barasua Pass TA 8801,
all inclusive.

" (&) Following areas in Uitar

Pradesh —
All areas North and North-East
of line joining Barasua Pass
_ i TG 1362-Govind Ghat
TG 0937-Tapovan TH 1822-
Musiari TN 8982-Relagad TO
2466, all inclusive.
{f - Following areas in Jammu and
- Kashmir —
() Areas North and East of
line joining Zojila MU

43, Substituted for “Rs. 1,300" by the IT (Twenty-spcond Amdt) Rules, 2000, wx.ef, 1.5-1999,
Barlier “Rs. 1,300 was substituted for *Rs. 975" by the IT (Third Amdt) Rules, 2000, w.r.ef.

1-8-1997.
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X288 INCOME-TAX RULES, 1962
S, Nuine of Place ai whick allowance Extent to wm
No, allowaizes is cxenipt llovance &

exerp!
(1) (2} 3) N
3p36-Baralachala NE

Compensatory Modified
Field Area Allowance

{d)

(2)
(e

6672 along the Greal
Himalayan Range, all

Inclusive; .
it All areas West of ine join-
@ ingpuinllSS&iﬂNRSd-‘?O-
Gulmarg 3105-
Naushara 3105-
Ringapsal 2133-
Handwara MT 2043-

Laingyal MT 2339-Foint
8405 in NG 4565-North
of line joining point
8403-Bunakut MT 5453-
Razan NN 2239-Zojila,
all inclusive;

All areas West of line
joining tip of Chicken
Neck RD 7073-Canal
junction RD &6364-Mawa
Brahmana RD 6183-
Chauki RD 6393
Road junction RD 6499-
Baramgala MY 3854-
Point 1556 in NR 5470, all
inclusive,
Following areas in
and Rajasthan :—
Areas West of line joining
Jessai, Parmer, Jaisalmer,
Pokharan, Udasar, Mahajan
Ranges, Suratgarh, Lalgarh,
Jattan, Abohar, Govindgarh,
Fazilka, Jandiala Guruy,
Moga, Dholewal, Deas, Bir
Sarangwal, Hussaimiwala,
Dera Baba Nanak, Laisain
puige upto the international
border, all inclusive.

Following area in Haryana —
Satrod (Hissar).

Following areas in Himachal
Pradesh :—

Areas North of line joining

Narkhanda, Keylong upto Field
Area line/High Altitude line.

(€id)

Punjab

“[Rs. 1,000] per
month

44, Subg»tm:ted for “Rs. 500" by the IT (T'wenty-second Amdt) Rules, 2000, wr.ef. 1-5-1999,
Earlier *Rs. 500" was substitzted for “Rs. 375" by the IT {Third Amdt.) Rules, 2000, w.ref.

1-8-1997,



1.23 DETERMINATION OF INCOME - SALARIES R.2BB
5i Name of Place at which allo : i
wance Extent to which
No. allowance is exempt atlowence is
axempt
(1) (2) {3) {4)

{d} Fnllomng areas in Arunachal
Pradesh and Assam — =

{) Cachar and North
Cachar Districts of
Assam including Sil-
char;

(i) All areas of Arunachal

Pradesh and Assam

North of river Brahma-

putira except Tejpur -

Misamari and Field Areas.

(&) Throughout Mizoram and

Tripura.

() Following areas in Sikkizn and
West Bengal :—

Areas Northwards of line

joining Sevoke LV 9112-Bindong
LV 985-.Sherwani LV 9453 -

Bagra,kol LW O0l12-Damdim LW
1109-New Mal-Hasimars-QB
7894 Canga Ram Tea Estate
QA 1377 upto the High Alitude

line/field area ine/inter-
national border, all inclusive.

(¢ Following areas in Uttar.

Pradcsh ;-
Areas North of line JomJng

Uttarkashi Karan
Gauchar, Joshimath, Chamoll,

Rudra l‘rayag. askute, Char- -

amgad, Dherchuls, Kausani sxd

Narendra Nagar upto inter-

national border, all inclusive.
(h} Following areas in Jammu and

1-“— i

{9 ﬁmnsWEstaf]ine,]mn-'r
ing Fattan, Baramulia, 't

Kupwara, Drugmula

' Panges,: Mankes, |

Buniyar, Pantha Chowk,
Khanabal, Anantnag,

.- Khandru and Khru upto |

' the existing High
altitude’ line. - all
indlusive;

(i) Arsas West Df lme jom-

. ing - BP-19, Brahmana- .

_ g‘ J‘hxcira,Bhansa]
R, Ssnjhi Chatt,

'T‘ 'Bntutﬂ. Pﬂhﬁtﬂ R.nm
1.qitn

L f: ”mdeﬁ ﬁm
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Exient 1o which, |

INCOME-TAX RULES, 1962

St
Na.

: y hich allowdrce
Nirne of Mace at :-: glx t; i allowarge ¢
exempt

aflovwance
T

{1}

(2) Bl @ __ ]
#[Rs. 3,900] per

#[11,| Transport allowance grant-

»1[12.| Underground allowance

2[13.{ Any special allowanceinthe (a) For altitude of 9,000 ta 15,000 feet O
month.

Any special allowancein the | Whole of India month.

nature of counier-msurgen-
cy allowance granted to the
members of armed forces
operaling in areas away
from their permanenl Joca-

tions *¥[**’]
] wheole of India Rs. 3,200
per monthT]

ed 1o an employee, who is
blind “[or deaf and dumb]
or orthopaedically I?andx-
capped with disability of
lower exiremities, to meet
his expeniditure for the pur-
puse of commuting between
the place of his residence
and the place of his duty

Whole of India Rs, 800 per

month.]

ted to anemployes who
i= working in uncongerual,
unnatural cimate in under-

ground 2[*""] mines
Rs. 1,060 per

pature of high altitude (un-
congenial climate) allow-

45,

46,

47,

48.
49,
sS4,
51
52,
53.

Words “far a period of more than 30 days* omitted by the FT {Twenty-second Amdt.) Rules,

2005, w.ef. 1-4-2006. |
Substituted for "Rs. 1,300" by the IT (T wenty-second Amdt.) Rules, 2000, w.r.ef. 1-5-1999,
Rs. 975" by the IT (Third Amdt.) Rules, 2000, wrel

Earlier "Rs. 1,300° was substituted for
019 and shall apply to the

1-8-1997.
Omitted by the IT ird Amdt) Rules, 2018, welf. 1-4-2
9.2020 and subsequent assessment years. Prior to its omission,
o8, w.r.ef. 1-8-1997 and

assessment year 20
columns (2) to (4), as inserted by the IT (Seventh Amdt) Rules, 19
amended by the IT (Twenty-ninth Amdt.} Rules, 1999, w.ref. 1-8-1997 and IT (Sixth AmdL}
Rules, 2015, wr.ef. 1-4-2015, read as under:

(3) (4}

"(2)

Transport allowance granted to an employee

other than ar employee referred to in serial

number 11 to meet his expenditure for the

purpose of cammuting between the place of Whole of India Rs. 1,600
per month”

his residence and the place of his duty

p—

Inserted by the IT (Twenty-ninth Amdt.) Rules, 1999, wr.ef. 1-8-1997.

Inserted by the IT (Thirteenth Amdt) Rules, 2015, w.ef. 23.9-2015.

Substituted for “Rs. 1,600 per month” by the IT {Sixth Amdt.) Rules, 2015, w.r.ef. 1-42015.
Inseried by the IT (Fourth Amdt.) Rules, 2000, w.ef, 24-4-2000.

Word “coal” omitted by the IT (Thirteenth Amdt.) Rules, 2007, wef 7-11.2007.

Inserted by the IT (Twenty-second Amdt.) Rules, 2000, wr.ef. 1-5-1999,
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et}

S Nanie of Plave ar which alfowiine Evtent tiowd '.h"h
No. allovwance is exenpt gllowdanee iy
et
o ——T —_——
7 {2} {3) (£
ance granted to the member | (5) For alitude above 15,000 fect Rs. 1,600 per
of the armed forces operal- month.

ing in high altitude areas
14. | Any special allowance

granted 1o the members of | Whole of India Rs, 4,200 pur
the armed [orces in the na- monith.]
ture of special compensa-
tory highly active field area
allowance
=115, | Any special allowance gran-
ted to the member of the | Andaman & Nicobar and Laksha- Rs. 3,250 por
armed forces in the nature | dweep Group of Islands month:]

of Island (duty) allowance

Provided that any assessee claiming exemption in respect of the allowances
mentioned atserial numbers 7 and 8 shall not be entitled to the exemption in respect
of the allowance referred to at serial number 2:

Provided further that any assessee claiming exemption in respect of the allowance
mentioned at serial number 9 shall not be entitled to the exemption in respect of
disturbed area allowance referred to at serial number 2.]

sal(3) Notwithstanding anything contained in sub-rules (1) and (2), an empioyee,
being an assessee, who has exercised option under sub-section (5) of section 115BAC
shall be entitled to exemption only in respect of the allowances mentioned in sub-
clauses (a) to (c) of sub-rule (1) and at serial No.1 ! of the Table below sub-rule (2) to
the extent and subject to the conditions, if any, specified therein.)
»[Circumstances and conditions for the purposes of clause (19) of section 10.

2BBA. (1) For the purposes of clause (9} of section 10, the circumstances of
death of a member of the armed forces (including para-military forces) of
the Union in the course of operational duties shall be the following, namely :(—
() acts of violence or kidnapping ur attacks by terrorists or anti-social elements;
(i) action against extremists or anti-social elements;
(ii) enemy action in international war;
{(iv) action during deployment with a peace keeping mission abroad;
(v) border skirmishes;
(v) laying or clearance of mines including enemy mines as also mine sweeping
operations;

(vif) explosions of mines while laying operationally oriented mine-fields or lifting
or negotiation mine-fields laid by the enemy or own forces in operational
areas near international borders or the line of contrel;

(vii)} in the aid of civil power in dealing with natural calamities and rescue
operations; X

54. Inserted by the IT {Twenty-first Amdt.) Rules, 2000, w.r.edf. 29-2-2000,

Ma. Inserted by the IT (Thirteenth Amdt.} Rules, 2020, w.e.f. 1-4-2021 and shall accordingly apply

in relation ta the assessment year 2021-22 and subsequent assessment years.
35. Instrted by the IT (Fourth Amdt.} Rules, 2005, w.ef. 9-2-2005.
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(i} in the aid of civil power in quelling agitation or riots or revolis by demonsty,,
tors.

(2) It shall be certified by the Head of the Department where the deccased membe,
of the armed forces (including para-military forces) last served, or the service
headquarters, as the case may be, that the death of such member has occurred iy,
the course of operational duties in circumstances mentioned in sub-rule (1).]

*[Percentage of Government Grant for considering univemity,fhtllsplta]._etc., as
substantially financed by the Government for the purposes of clause (23C) of
section 10, o 230 of

-clauses (fiia¥) and (ifiac) ot clause ol seclipn
2BBB. l:&r at::; Eﬂr:i? (:Jfrsc::?le(i'lz duca(tional institution, h0§pital or other instin,.
tion referred therein, shall be considered as being substantially f'manc-ed by the
Government for any previous year, if the Government grant 16 51.1‘3!'1_ UIiversity gr
other educational institution, hospital or other institution exceeds .flfl}.’ per cent of
the total receipts including any voluntary contributions, of such university or ather
educational institution, hospital or other institution, as the case may be, during the
relevant previous year.]

5[ Amount of annual receipts for the purposes of sub-clauses (#7iad) and (iiiae) of
clause (23C) of section 10.

2BC. (1) For the purposes of sub-clause (ifiad) of clause (23C) of section 10, the

amount of annual receipts on or after the 1st day of April, 1998, of any
university or other educational institution, existing solely for educational purposes
and not for purposes of profit, shall be one crore rupees.

(2) For the purposes of sub-clause (#iiae) of clause (23C) of section 10, the amount
of annual receipts on or after the 1st day of April, 1998, of any hospital® or other
institution for the reception and treatment of persons suffering from illness or
mental defectiveness or for the reception and treatment of persons during conva-
lescence or of persons requiring medical attention or rehabilitation, existing solely
for philanthropic purposes and not for purposes of profit, shall be one crore rupees.]

56. Inserted by the IT (Thirteenth Amdt.} Rules, 2014, welf. [2-12-2014.

57. Inserted by the IT (Eightecenth Amdt) Rules, 1998 wef, 12-10-1998. For purposes of
exemption of incorne under section 10(23CK fiiae), limit of aggregate annual receipts of Rs. 1
crore shouid be computed for each educational institution of assessee-trust - CITv. Children's
Edvcation Sociely [2013) 34 taxmann.com 285 (Kar.), In terms of provisions of section
10{23C) fitad), annual receipts of school or university may be taken into consideration and not
total income of society running that school or university - Param Hans Swami Uma Bharii
Mission v. Asstt. CIT [2013] 140 ITD 429/29 taxmann.com 223 (Dethi - Trib)/ Assit. CIT v.
Shiksha Sarmiti [2015] 60 taxmann.com 428 (Delhi - Trib.). In order to claim benefit under
section 1(230)(iiiad), the assessee-society is not required to be notified under géction 10(230)

- Shriram Education Foundation v. DIT [2014] 41 taxmann.com 117/62 SOT 76 (Delhi - Trib.).

Approval of prescribed authority is necessary for claiming exemption only under section

10(230)(v}) and not under section 10(23C) ditad) - A.S. Kupparaju & Brothers Chariable
Foundation Trust v. Dy. DIT (Exemption) [2014] 47 taxmann.com 165/149 ITD 531 (Bang. -
Trib.). For details, see Taxmann's Master Guide to Income-tax Rules,

58. An assessee running a maternity hore is also entitled to deduction u/s 10(23C)( iiae) - Nehru
Prasutika Aspatal Samitiv. CIT (2014] 41 taxmann.com 283 (All).,



R. 2C
],2? DETERMINATION OF INCOME - Sﬁ.LHRIES
ader sub-

tion u
- Application for the purpose of grant of approval for the exemp §
r.l!mul:é:E (iv), sub-clause (v), sub-clause (vi) and sub-clause (via) of clause (23C) ©

sectlﬂn 1D, b lause
. T P N 4 z - u ; su ~Cla
ac. (D The preseribed authority under sub-clause (i), a:l.tg ;}{2};5; éiﬂle Princip

() and sub-clause (via) of clause (23C) of section | ma
Commissioner or Commiissioner whom the Ceniral Board of Direct Taxes y

quthotise to act in this behalf.

(2Anapplication forgrant of approvalforthee
clause (1), sub-clause (v or sub-clause (vig)of ¢
or institution, any trust (including any other legal ution, &
university or vther educational institution and any hospital or other institution
(hereinafter referred to as ‘the applicant’) shall be made in Form No. 56 and shall
he verified by the person who is authorised to verify the return of income under
section 140, as applicable to the assessee.

(3) Formn No. 56 shall be furnished electronically,—
() under digital signature, if the return of income is required 1o be
furmnished under digital signature; or
(i) through electronic verification code in a case not covered under clause
(D.
(4) The Principal Direct

of Income-tax (Systems

standards and procedure of
responsible for formulating and implementing appropriate security,

retrieval policies in relation to the said form so furnished.]

xemption undersub-clause (iv}, sub-
lause (23C) of section 10toany fun
obligation) or institution, any

or General of Income-tax (Systems) or the Director General
), as the case may be, shall lay down the data structure,

furnishing and verification of Form No. 56 and shall be
archival and

59 Rule 2C substituted for rules 2C and 2CA by the IT (Sixth Amdt.) Rules, 2019, w.ef. 5-11-2019.
Prior 1o their substitution, rules 2C and 2CA, as amended by the IT (Ninth Amdt.) Rules, 1989,
w.ef. 28-8-1989, IT (Eighteenth Amdt.} Rules, 1998, w.ef. 12-10-1998, IT {Third Amdt.} Rules,
2001 w.ef. 34-2001, IT (Seventeenth Amdt) Rules, 2001, w.r.ef. 3-4-2001, IT (Fourteenth
Amdt,) Rules, 2006, w.e.f. 24-11-2006, IT (Fifth Amdt.) Rules, 2007, w.el. 1-6-2007, IT (Sixth
Amdv) Rules, 2007, w.c.l. 1-6-2007 and IT (Eleventh Amdt)Rules, 2014, w.e.f. 10-11-2014,read
as under ;

‘IC. Guidelivtes Jor approval under sub-clauses {iv) and (v} of clause (23C) of section 10—(1)

The prescribed authority under sub-clauses (iv) and (+) of clause (23C) of section 10 shall be

the Chief Commissioner or Director General, to whom the application shall be made as

provided.in sub-rule (2) :

Provided thal on or after the specified date, the prescribed authority” under sub-clauses (iv)

and (v} of clause (230) of section 10 shall be the Principal Commissioner or Commissioner,

to whom the application shall be made as provided in sub-rule (2).

(2) The application to be furnished under sub-clauses {#) and (v) of clause (23C) of section

10 by a fund, trust or institution shall be in Form No. 56.

Expianation~For the purposes of this rule,—

(? "Chief Commissioner or Director General” means the Chief Coantmissioner e

General whom the Central Board of Direct Taxes may, authorise to ac?as;i?snc;?:é
authority for the purpases of sub:tlause (#) or sub-clause (1) of clause (230) of section

10 in relation to any fund or trust or institution;
fConid, on p. 1.28)
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{Comd. fram p. L.27)
(i) “Principal Commissioner or
Commissioner whom ‘hi C .
rescribed authority for the purposes - ctitution;

Ef section 10 in relation to any fund or trust oF msa] Board of Direct Taxes may, by
(i#) “specified date” means the date which t.?e -Ctirlfi: behall. o

notification” in the Official Gazette, SPeci Y m ' d (via) of clause (23C) of section 1D
= Guidelines for approval under sub-clauses (vi)an ‘{Wﬂif lause (230) of section lﬂs.h--l-
2CA. Guidelnes ppr mdcrsub—clauﬁﬂsf"ﬂwd(V'a}o clause (£ i : all
g?i?e E;es;:rében?;;ﬁ::g or Director General, to whom the application s e made as

e Chief Co

provided in sub-rule (2) : wseribed authority” under sub-clauses (1)

ified date” the pr iy use
Pr:;vidfd) ﬂ;fgt;:‘;"(g?g ;}I:ﬂiﬁ;ﬁ f[‘li 51;11 be the Principal Commissioner or Commissioner,
an Vi) o

ided in sub-rule (2).
. tio0 shall be made as pmwded in su i .
s agpbtza:;tioﬁtﬂ under sub-clauses (vi) and (via) of clause (23‘:31(’{ section 10
(1A) The prescri | Board of Direct Taxes constituted under the Central Boards of Revenue
shall be the Centra lications received prior to 3rd day of April, 2001:

4 of 1963) for app :
:.i}::zj iatﬂm case}nf applications received prior to 3rd day of April, 2001 where no order

i jecti ication as on 31st day of May, 2007
d granting approval or rejecting the applica ! of !
?l?: s::sréxglﬁf;aug:]-mritﬁ under sub-clauses (vi) and (via) of clause (230) of section 10 shall

be the Chief Commissioner or Director General, . ' |
(2) An application for approval shall be made in Form No. ISE:D by any university or other
educational institution or any hospital or other medical institution referred to in sub-clause
(vi) or sub-clause (via) of clause (230) of section 10. ke o B

3} The approval of the Central Board of Direct Taxes or Chief Commissioner or Uirector
{Ginerai. :f the case may be, granted before the 1st day of December, 2006 shall at any one

time have effect for a period not exceeding three assessment years.}
Explanation.—For the purposes of this rule—

(3 “Chief Commissioner or Director General” means the Chief Commissioner or Director
General whom the Central Board of Direct Taxes may, authorise to act as prescribed
authority for the purposes of sub-clause (vi) or sub-clause (via) of clause (23C) of
section 10 in relation to any fund or trust or institution;

(i) “Principal Commissioner or Commissioner” means the Principal Commissioner or
Commissioner whom the Central Board of Direct Taxes may, authorise to acl as
prescribed authority for the purposes of sub-clause (vi) or sub-clause (via) of clause
(230) of section 10 in relation to any fund or trust or institution;

(ii)) “specified date” means the date which the Central Board of Direct Taxes may, by
notification® in the Official Gazette, specify in this behalf.’

*With effect from 15-11-2014, prescribed authority is Commissioner of Income-tax (Exemp-
tions).

**See also Circular No. 14/2015, dated 17-8-2015 [Clarification on certain issues relating to
grant of approval under section 10(230)(vi)]. Circular No. 14/2015 cannot be said to be

overriding provisions of the Act - See Kanya Mahavidyala v. CIT (Exemptions) [2017] 81
taxmann.com 174 (Asr. - Trib.).

ﬁdSD-l:]?l}’ or a trust or other similar body running educational institutions solely for
€ I;l[.‘E'lllD]]al purposes and having the overall object of not to make any profit can be regarded
aE.sdothqr educatmnai‘mstitutian‘. even if some surplus arises from its activities - Aditanar
. r;{gﬁ?;n;zf Fog;dauc?n V. Add% CIT[1997] 90 Taxman 528/224 ITR 310 (SC)/CIT v. AMM.
mmmmﬁ é; 7 ucational Society [2000] 243 TTR 229/[2003] 128 Taxman 285 (Mad.). An
Ao hassd];lg' sr:lie_:]y for educational purposes cannot be denied exemption merely
e ub;jwe' income from activities like carrying on of business or renting out of
sy Cfg‘ cation of text books, so long as such income is also applied on educational

v. Kshatriya Girls Schools Managing Board [1998] 101 Taxman 555 (Mad.)/

(Corid on p 129

Principal Commissioner gy
es may, authorise to act g4
b-clause (V) of clause (2 30)

Cﬂmmissioner' rqeans the
entral Board of Direct Tax :
f sub-clause (fv)orst
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——
(il front p 138

Bralvmin Education Society v, Asst, CIT [1996] 89 Taxman 434 (Ker.)/CWT v. Kikabi's
Edncarional Trust [2000] 242 ITR 697/[2002] 124 Taxman 680 (Mad.)/ CIT v. Delhi Kannada
Educarton Soctety [2000] 113 Taxman 503 (Delhi). Institution must have carried on some
cducational I.'I(‘li\'i‘l_'lp' l‘[lll'iﬂg' the relevant year; mere lﬂkiﬂg of steps for the establishment of
the institution will not suffice - CIT'v, Devi Educational Institution [1984] 18 Taxman 221/
[1985] 153 ITR 571 (Mad.). Plain words of third proviso to section 10(23C) do not require that
application of income by educational institution has to be in India but impartation of
education must be in India if applicant desires exemption under section 10(23C)(vi); to make
section with proviso workable, monitoring conditions in third proviso like application/
utilization of income, pattern of investments to be made, elc, could be stipulated as
conditions by prescribed authority subject to which approval could be granted and the
compliance with terms and conditions stipulated by prescribed authority would be 2 matter
of decision at time of assessment, as availability of exemption has to be evaluated every year
in order to find out whether institution existed during relevant year solely for educational
purposes and not for profit - American Hotel & Ladging Association, Educational Institule v.
CBDT [2008] 170 Taxman 306/301 ITR 86 (SC). Institution existing outside India for
educational purposes but not so existing in India is not entitled to exemption - CIT v. Oxford
[niversity Press [1996] 226 ITR 77/89 Taxman 353 (Bom.). Element of normal schooling
where there are teachers and students must be present - CITv. Sorabji Nusserwanji Parekh
[1993] 201 ITR 939/66 Taxman 411 (Guj.). Where primary object is merely to finance students
tor pursuing their education, the institution cannot be treated as ‘other educational institu-
tion'- CITv. Saraswathi Poor Students Fund[1984] 150 ITR 142/[1985]20 Taxman 211 (Kar.).
A museum cannot be said to exist solely for educational purposes - CIT v. Maharaja Sawai
Mansinghji Museum Trust [1987] 33 Taxman 279/[1988] 169 ITR 379 (Raj.). A co-operative
union having as its main object the imparting of education is entitled to exemption on its
income - Gujarat State Co-operative Union v. CIT[1992] 195 ITR 279 (Guj.). A society having
multiple objects including education but carrying on only educational activities ever since its
inception cannol be denied exemption on the ground that there is a possibility of the society
carryving on non-educational objects in the future - Digember Jain Society for Child Welfare
v. Director-General of Income-tax (Exemption)[2009] 185 Taxman 255 (Delhi). Mere possibility
that society in future might pursue non-charitable activities, would not constitute grounds
toreject approval under section 10(230)(vi) - C.P. Vidya Niketan Inter College Shikshan Society
v. UOI[2013] 40 taxmann.com 76/213 Taxman 139 (Mag.) (AlL).

Hospital which is run on commercial lines and in which the managing director or director gets
some advantage or exercises some patronage while running the hospital, cannot be denied
exemption so long as the dominant purpose is a philanthropic one, and the profits are
deployed in the same institution or in some other similar institution - C/Tv. Pulikkal Medical
Foundation (P.) Ltd.[1994] 210 ITR 299/73 Taxman 402 (Ker.). Exemption is admissible when
surplus derived from one health centre is utilised on establishment of another health centre
- CIT v. Economic & Entrepreneurship Development Foundation[1991] 59 Taxman 156/188
[TR 540 (Cal.). Actually admitting patients and providing them with treatment is not
necessary; an institution with facilities for diagnosis and treatment of patients cannot be
denied exemption on the ground that there is no facility for treating in-patients - Mangilal
Gotawat Charitable Trust v. CIT[1984] 150 ITR 682/[1985] 20 Taxman 207 (Kar.).

In Orissa Trust of Technical Education v, Chief CIT[2008] 178 Taxman 363 (Ori.), it was held
that prescribed authority for the years 1999-2001 was the CBDT and thereafter such power
of approval came to be vested in the Chief Commissioner. In terms of rule 2CA it is the
‘prescribed authority’ alone which could deal with the application for approval and no other,
No amount of waiver or consent can confer jurisdiction on a Court which it inherently lacks
or where none exists. Lack of jurisdiction strikes at the very root of exercise of statutory
powers and vitiates the proceeding themselves. Thus, merely because the assessee filed
application for approval for period 1999-2001 to the Chief Commissioner and not to CBDT this
fact of making such applications by itself could not and would not vest any authority of law
with the Chief Commissioner to deal with such application. The conduct of the assessee in
making of an application before an authority, who otherwise lacks jurisdiction cannot in law

(Contd. on p. 130
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"“|Guidelines for approval under clause (23F) of section 10.

2D. (1) For the purposes of clause (23F) of section 10, the r:'l‘t:§crib-.:d authoryyy,

shall be the Director of Income-tax (Exemptions) having jurisdiction over g,
venture capital fund or the venture capital company who makes application f,
approval under sub-rule (2).
(2) An application for approval shall be made in Form No. 56A by a venture capita]
fund or a venture capital company to the Director of Income-tax (Exemptigng)
referred to in sub-rule (1). ‘ _
(3) Every application under sub-rule (2) may be made in any previous yearin which
any income by way of dividend or long-term capital gains of a venture capital fung
or a venture capital company from investments made by way of equity sharesin 5
venture capital undertaking shall not be in_cluded in computing the total income gf
such venture capital fund or venture capital company.
(4) Every application for approval under sub-rule (2) shall be accompanied by 1he
following documents, namely ‘—

(a) acopy of trust deed or certificate of incorporation under the Companies
Act, 1956 (1 of 1956);

(&) balance sheets and profit and loss account for three previous years
immediately preceding the previous year in which the application is
made;

(¢) Forms 56B and 56C duly filled in and signed by the applicant; and

(d) a copy of the certificate of registration issued by the Securities and
Exchange Board of India.

(5) The Director of Income-tax (Exemptions) shall approve the venture capital fund
or the venture capital company, as the case may be, subject to the following
conditions, namely :—

(a) theventure capital fund or the venture capital company, as the case may
be, is registered with the Securities and Exchange Board of India

established under section 3 of the Securities and Exchange Board of
India Act, 1992 (15 of 1992);

(&) (™)
(& “I™]

{Cenrded, fronm p. 129y
amount to vesling such an authority,
Maharashtra Academy of Engineering &
fax [2009] 226 CTR (Bom.) 408)

{See Notification No. SO 852(E), dated 30-5-2007.

bSee also Circular No. 7/2010, dated 27-10-2010 (Period of validity of approval).
60. Insgrtud by the IT (Eleventh Amdt,) Rules, 1995, w.ef. 18-7-1995.
61. Omitted by the IT (Twenty-sixth* Amdt.) Rules, 1998, w.e.f. 1-4-1999. Prior to their omission,

Ciauscés () and (c), as inserted by the IT (Eleventh Amdt) Rules, 1995, w.e.f. 18-7-1995, read
as under :

with jurisdiction to deal with the same. (See also
Educational Researchv. Director General of Income-

(Corted om g 131
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a venture capital fund or a venture capital company, as the case may be,
shall not invest more than “[twenty] per cent of its total monies raised
or total paid-up share capital in one venture capital undertaking;

aventure capital fund or a venture capital company, as the case may bE
shall not make investment of more than forty per cent in the equity
capital of one venture capital undertaking;

every venture capital fund and venture capital company, shall maintain
books of account and get such books audited by an accountant, as
defined in Explarnation to sub-section (2) of section 288 and furnish the
report of such audit duly signed and verified by such accountant to the

Director of Income-tax (Exemptions) before the due date of filing of the
return under sub-section (1) of section 139,

(Cantd from p. 1.30)

‘(8) every venture capital fund invests an amount not less than eighty per cent of its total

monies (hereinafter referred to as such monies) raised for investment by way of

acquiring equity shares of the venture capital undertakings in the [ollowing manner,
namely,—

{§) twenty per cent or more of such monies shall be invested during or befare the
end of the previous year in which the application is made under sub-rule (33 by
way of acquiring equity shares of the venture capital undertakings;

(i) filty per cent or more of such monies [including the investments referred to in
sub-clause (1) above] shall be invested, during or before the end of the previous
year immediately succeeding the previous year in which investment of twenly
per cent referred to in sub-clause (i) has been made, by way of acquiring equity
shares of the venture capital undertakings;

(i) eighly per cent or more of such monies [inchuding the investments, referred to
in sub-clause (i) above] shall be invested, during or before the end of the
previous year immediately succeeding the previous year in which fifty per cent
investment referred to in sub-clause (i) has been made, by way of acquiring
equity shares of the venture capital undertakings;

{¢) every venture capital company invests an amount not less than eighty per cent of its

tota] paid-up capital (hereinafter referred to as such capital) by way of acquiring equity
shares of the venture capital undertakings in the following rmanner, narnely :—

{f) twenty per cent or more of such capital shall be invested, during or before the
end of the previous year in which the application is made under sub-rule (3), by
way of acquiring equity shares of the venture capital undertakings;

(&) Fifty per cent or more of such capital [including the investmenits referred to in
sub-clause (i) above] shall be invested, during or before the end of the previots
year immediately succeeding the previous year in which investment of twenty
per cent referred to in sub-clause (i) above has been made, by way of acquiring
equity shares of the venture capital undertakings;

(i#)) eighty per cent ar more of such capital [including the investments referred to in
sub-clause (if) above] shall be invested, during or before the end of the previvus
year in which Efty per cent investment referred to in sub-clause (i) has been

made, by way of acquiring equity shares of the venture capital undertakings;"

"Should be (Twenty-fifth Amdt.) Rules, 1998.

62 Substituted for “five” by the IT (Sixth Amdt) Rules, 1997, w.ef. 28-4-1997.
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(6) The Director of Income-tax (Exemnptions) shall pass an order in writing grangi,
approval or refusing approval to the venture capital fund or venture capir,|
Company, as the case may be ;

Provided that the Director of Income-tax (Exemptions) shallnot refusethe APProva|
except in concurrence with the Director-General of Income-tax (Exemptions},

Provided further that every venture capital fund or venture capital company, as the
case may be, shall be given an opportunity of being heard before passing an orde;
under this rule.

(7) The Director of Income-tax (Exemptions) shall withdraw the appraval granjeq
under sub-rule (6} in the following circumstances, namely :—

(@) if the venture capital fund or the venture capital company—
(9 fails to make investments in the manner specified in sub-rule (5),

(if) invests more than *[twenty] per cent of the monies raised by 4
venture capital fund or ®{twenty] per cent of pald-u!:: share capital
of the venture capital company, as the case may be, in one venture
capital undertaking;

(ii) makes an investment of more than forty per cent in the equity
capital in one venture capital undertaking;

(i) failsto maintain books of account and get such accounts audited by
an accountant or fails to file the audit report required in clause (f of
sub-rule (5)%;

(v) violates the provisions of the Act or rules made thereunder;

(b) if the certificate of registration granted under section 12 of the Securi-
ties and Exchange Board of India Act, 1992 (15 of 1992), to a venture

capital fund or a venture capital company is suspended or cancelled by
the Securities and Exchange Board of India.]
[ Guidelines for approval under clause {23FA) of section 10.

2DA. (1)Anapplication for approval shall be made in Form No. 56AA by a venture
capital fund or a venture capital company to the Central Government.

(2) Every application under sub-rule (1) may be made in any previous year in which
any income by way of dividend or long-term capital gains of a venture capital fund
or a venture capital company from investments made by way of equity sharesina
venture capital undertaking shall not be included in computing the total income of
such venture capital fund or venture capital company.

(3) Every application for approval under sub-rule (1) shall be accompanied by the
following documents, namely :—

63. Substituted for “Hve” by the IT (Sixth Amdt) Rules, 1997, w.of, 28-4-1997.
64. Inserted by the IT (YThirty-fourth Amdt.) Rules, 1999, w.ef. 27-13. 1999
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(@) acopyof the trust deed registered under the provision of the Registra-

tion Act, 1908 or a certificate of incorporation under the Companies Act,
1956 (1 of 1956);

(b} balance sheets and profit and loss accounts for three Previous years

immediately preceding the previous year in which the application is
made;

() Forms 56BA and 56CA duly filled in and signed by the applicant; and

(d) a copy of the certificate of registration issued by the Securities and
Exchange Board of India under sub-section (1) of section 12 of the
Securities and Exchange Board of India Act, 1992 (15 of 1992).

{4) The Central Government may approve the venture capital fund or the venture
capital company, as the case may be, subject to the following conditions, namely :—

(2) = venture capital fund or a venture capital company, as the case may
be, is registered with the Securities and Exchange Board of India

established under section 3 of the Securities and Exchange Board of
India Act, 1992 (15 of 1992);

() aventure capital fund or a venture capital cornpany, as the case may be,
shall not invest more than twenty-five per cent of its total monies raised
or total paid-up share capital in one venture capital undertaking;

{(€) every venture capital fund and venture capital company, shall maintain
books of account and get such boeks audited by an accountant, as
defined in Explanation to sub-section (2) of section 288 of the Act and,
furnish the report of such audit duly signed and verified by such
accountant to the Ceniral Government before the due date of filing of
the return under sub-section (1) of aection 139 of the Act.

{3) The Central Government may pass am order in writing grantmg approval or
refusing approval to the venture capital fund or venture capital company, as the
case may be : o _

Provided that no order refusing the approval shall be pasﬁ unless an dOpportunity
of being heard has been given to the venture capital fund or the venture capital
company. L

(6) The approval of the Ceniral Govemmmt under subsule (5)'shailatany one time
haye effect for such assessment year or. years, not exceeding three assessthent

mmeﬂmual Gove:rm:rmt shaﬂﬁith;ﬁlmw .thf;appro\rhl gramed undersub-rule (5)
(@) 'ff thé veritiire éapital fund or the ventiire capital tompariy-—

() fails t6 make invéstrénts in the manrier specified tn'sub-rifle (4
. . () Hrivests more than twenty-HVe'pet’ cent of the monies raised by &
(L veniture capital fund ortwenty-five per cent of paid-up share capital

i

v 4 4 4 ] - L)
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()f ‘.hl.' voenbure cur’uul 1_'("‘"]1;"]_"!', 4 5] the cise 11ay hL'. in oneg vuniuru

capital undertaking:

(i) Tuils Lo mainiaio hooks of account and pet such sceounts audiie
by on accountant or [ails to (ile the audit report required in cluyg,
(r}) of sub-rule (4%

(iv} violotes the provisions of the Act or rules made thereunder;

(B il the certificate of registration granted under section 12 of the Securd.
ties and Exchange Board of India Act, 1992 (15 of 1992), 10 & venture
capital fund or a veniure capital company is suspended vr cancelled by
the Securities and Exchange Board of India.]

sa[Other conditions to be satisfled by the pension fund.

2DB. For the purposes of clause (23FE) of section 10, the pension fund shall pe
required to satisfy the following other conditions, namely:—

() itis regulatedunder the law of a foreign country including the laws made
by any of its political constituents being a province, State or local body, by
whatever name called, underwhich itis created or establisited, as the case

may be;

(i) itis responisible for admiinistering or fnvesriffg the assets for meeting the
statutory obligations and defined mmribunumf of one or mare ftinds or
plans established for providing retirement, social security, employment,
disability, death benefits or any similar compensation to the participants
or beneficiaries of such funds or plans, as the case may be;

Gil) the earnings and assets of the pension fund are used c:.ln_fy for meeting
statutory obligations and defined contributions for participanis or bene-
ficiaries of funds or plans referred to in clause (i) and no portion of the
earnings or assets of the pension fund inures any benefit to any other
private persory

fiv) it does not undertake any commiercial activity whether within or outside
India;

(v} it shall intimate the details in respect of each investment ynade by it in
India during the quarter within ene month from the end of the guarter
in Form No. 10BBB;

fvi) it shallfile return of incorne on or before the due date specified under sub-
section (1) of section 139and furnish along with such returnace riificate
in Form Na. 10BBC in respect of compliance to the provisions of clause
(23FE} of section 10, during the financial year, from an accouniant as
defined in the Explanation below sub-section (2) of section 288.

Guldelines for notification under clause (Z23FE) of section 10.

2DC. (I) For I{ze purposes of notification under sub-clause (iv) of clunse ) of
Explanation to the clause (23FE) of section 10, the pension fund shall nwke

64a. Rules 2DB and 2DC inserted by the IT (Twentieth Amdi) Rules, 2020, wel. 17-8-2020



1.35 DETERMINATION OF INCOME - SALARIES R. 2E

an application in Form No. 10BBA enclosing therewith relevant documenis and
evidence, (o the—

i) Member rLe_gi.sIar:'an), Central Board of Direct Taxes, Department of
Revenue, Ministry of Finance, North Block, New Delhi during the finan-
cial year 2020-2021:

(i) Member, Central Board of Direct Taxes, Department of Revenue, Ministry
of Finance, North Block, New Delhi havi ng supervision and control over
the work of Foreign Tax and Tax Research Division during the other
financial years.

(2) The Principal Director General of Income-tax {Systers) or the Director General
of Income-tax (Systems), as the case may be, shall lay down the data structure,
standards and procedure of furnishing and verification of Form No. 10BBB and
Form No. 10BBC, and shall be responsible for formulating and implementing
appropriate security, archival and retrigval policies in relation 1o the said forms so
furnishad under this sub-rule.]

5[ Guidelines for approval under clause (23G) of section 10%.

2E. (1) An application for approval shall be made on or after the 1st day of June,
1998 in Form No. 56F by an enterprise to the Central Government.

(2) Every application for approval made under sub-rule (1) shall be accompanied
by the following documents, namely —

(@) a copy of certificate of incorporation under the Companies Act, 1956
(1 of 1936) or a copy of the document evidencing the constitution of the
enterprise and its legal status;

(5 a copy of the project report or agreement in respect of the eligible
business duly approved by the Centrai Government or any State Gov-
ernment or any local authority or any other statutory body, as the case
may be;

(¢) balance sheets and profit and loss accounts for the three previous years
immediately preceding the previous year in which the application has
been made and also for the relevant part of the previous year in which
the application has been made :

Provided that an application made under sub-rule (1) may be accompanied by the
balance sheets and profit and loss accounts for less than three previous years
where an enterprise has been formed at any time during the tharee previous years
immediately preceding the previous year in which the application has been made
and also for the relevant part of the previous year in which the application has
been made.

65, Sobstituted by the IT (Sixth Amdt.) Rules, 2004, w.ef. 12-1-2004. Eardier, rule 2E was inserted
by the IT (Eighteenth Amdt) Rules, 1998, w.ef. 12-10-1998.
66. Section 10{23G) was omitted by the Finance Act, 2006, w.e.f. 1-4-2007.
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(3) The Ce

clause (23
ness,

ntral Government shall approv

: e an enterprise for the purpose
G) of section 10, if such enterprise o

is wholly engaged in the eligible bus;.

(4) The Central Go ;
vernment may, bef ing an enterprise, call f
documen includ: ¥ ore approving rp Or sych

. _ g audited annual accounts) or information from the entg,.
prise, as 1_1’- thinks necessary in order to satisfv itself that such enterprise is wholly
EflgageFl in the eligible business and that Government may also make such enqu;.
T1€s as i may deern necessary in this behalf.

(5) The (_Zentrai Government shall pass an order in writing while granting approvg)
or refusing approval to the enterprise :

Provided that no order refusing the approval shall be passed unless an opporiy.
nity of being heard has been given to the enterprise.

(6} Every enterprise approved under sub-rule {5) shall maintain books of accouny
and get such books audited by an accountant, as defined in Explanation to sub.
section (2) of section 288 and furnish the report of such audit duly signed ang
verified by such accountant to the Chief Cammissioner of Income-tax under whose
jurisdiction it is assessed, befare the due date of filing of the return under sub-
section (1) of section 139,

(7) Where the enterprise,—

(@) ceases to carry on the eligible business; or

(&) fails to maintain books of account and get such accounts audited by an
accountant as required by sub-rule (6} or

(¢) fails to furnish the audit report as required by sub-rule (6),

the Chief Commissioner of Income-tax shall, after making such enquiries as he
may deem necessary, furnish a report on the circumstances referred to in clauses
(a), (b) and (£) to the Central Government, within six months from the due date of
filing of return under sub-section (1) of section 135.

(8) The Central Government, on being satisfied that any or all of the circumstances

referred to in clauses (a), (b) and (c) of sub-rule (7) exist, shall withdraw the
approval granted under sub-rule (5) :

Provided that no order withdrawing the approval shall be passed unless an oppor-
tunity of being heard has been given to the enterprise.

Explanatior: : For the purposes of this rule,—

(@) the expression “enterprise” means any enterprise wholly engaged in the
eligible business;

{b) the expression “eligible business” means the business referred to in sub-
section (4) of section 80-IA or a housing project referred toin sub-section
(10) of section 80-IB and which fulfils the conditions specified in the said
sub-sections or a hotel project or a hospital project as defined in clauses
(g) and { &) of Explanation 1 to clause (23G) of section 10.]
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“|Guldelines for seiting up an Infrasteucture Debt Pund for the purpose of
exempllon under vlause (47) of scciton 10,

IE D The Inhiastructaee Doy Fund shall he st wp ah a Non-Banking Finan-
vial Company conlanming 1o angd sabislving the conditions provided by the

Reserve Bank ol India in the Tnlyaen m.nnr-l.lvlht Fund - Non-Banking Financial

Conpanios (Reseryve Banky Die e tions, 20 bovede notilication No. DNBS.233/CGM

WEROLL dated the 214 November, 2001 as amended vide notification No.

DRNBRA2O CGMACDS) - 2018, dated the 14th May, 2015

1 The funds o the Intrasnucture Debt Fund shall be invested only in Post

Conumeneement Operation Date Infrastruciuee Projucts swhich have completed at
least ame vear of satistactonry commereial operations that are—

i Public Private Partuership Projects and are a party to tripartite agree-
nwnt with the concessionaire and the project authority for ensuring
vomipulorny buy out and termination payment;

vt} Non-Public Private Partnership Projects and Public Private Partnership
Projects withuut a project authority, in sectors where there is no project
authority.]

131 The infrastructure Debt Fund shall

issue rupec denominated bonds or foreign
vurrenes bonds in accordance with th

e directions of Reserve Bank of India (RBI
and the relevant regulations under the Foreign Exchange Management (Transfer
or bsue of Security by a Person Resident outside India) Regulations, 2000, as
amended from time to time,

41 The terms and conditions of any bond issued by the Infrastructure Debt Fund
shall be in accordance with the said directions of the Reserve Bank of India and
the regulmions referred to in sub-rule {3).

(3)In case of an investor in the aforesaid bond being a non-resident, the original or
tnitia) maturity of bund, at time of first investment by such non-resident investor,
shall not be less than a period of five years.

_1-].]

16} The inyestment made by the Infrastructure Debt Fund in an individual project
ar prujcct belunging to a group at any time, shall not exceed twenty per cent of the
corpus of the fund,

67. Insenied by the IT (Fifth Amdi) Rules, 2012, w.af. 30.4-2012.

68 Subsututed by the IT (Seventeenth Amdt) Rules, 2015, w.ref. 14-5-2015. Prior to their
substitution, sub-rules (1) and {2) read as under

“1) The Infrastructure Debt Fund shall be set up as a Non-Banking Financial Company ¢on-
forming to and misfymgut::z c;ndMMd by the Reserve Bank of India in the Infra-
structure - Non- Financinl Compantes (Reserve Bank) Directions,
1011, vﬂemmmNmﬂicaﬂnnNu. DNBS.233/CGM (US)-2011, dated the 2 Lst

November, 2011.
(2) The funds of Infrastructure Debt Fund shall be invested only in the Public Private
%M&n ure Projects and Pust Commencement Operation Date Infrastructure
ve

mﬂnﬂuhﬂmyr&nimﬂmqwmm

uch tfrastructure Debt Fund is a party to tripartile agreement with the concessionaire and

the project authority for ensuring compulsory buy out and terminntion payment*

&9,

Now by Non-Banking Finonclal Company - Systemically Impartant Non-Depasit
Tk and it T (ReservaBoank 2014 y
nking ymm ummw ) Directions, 2016(see Taxmann's

Omitted by the IT (Scventh Amdt.) Rules, 2019, w.of, 16-9-2019, Pricr to its omission, proviso
read ca under :

“Provided that the Investment made by n non-resident lnvmnrlnau:hbmdnhanhesub]e'
mammpmadofimlmmmmmymmmmm =

investor may transf
to another non-resident investor within such lock in period.” ¥ e the
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- T nd in any project
(7) No investment shall be made by the Infrastructure EL b(:fi;l:lch s h:Js_s. .
where its sponsor or the associale enterprise ot the group
substantial interest. _ A——
TP i s required by su
(8) The Infrastructure Debt Fund shall file its runllil?n t:‘i[ income asreq
section (40) of section 139 on or before the due dh.l.l_1 s the B —
(9) In case the Infrastructure Debt Fund duw‘s, réut flzl :_ Il:*miia oIl srovisions of the
Yidex in this rule oy directions of (48 H LS *;llan Fund referred to in clause (47)
Act shall apphy as if it is not an Infrastructure Debt Fu
of section 10 of the Act. 1
Explanation—For the purpose of this rule.— . s e
F () “associate enterprise” shall have the same meanng as assig
section 92A of the Act
(i) “concern” shall have the sar
of *sub-section (22) of sectio
i) T*concessionaire”, “tripartite a
(ii) T'“concessionaire , "lrip 1 i
tively shall have the same meamng as 355_:@112 =
ture Debt Fund - Non-Banking Financial Comp
Directions, 2011;
(i) “corpus” means the total funds of the Infrastruct

for the purpose of investment; ) "
2 " me :ed in clause (mm) of section 2% of
(1) rgroup” means a grOUp o8 O ndia (Mutual Funds) Regulations
1996; 2
(vi) a person shall be deemed to have substanti?ll intm:est in—

(@) acompany if heis the beneficial owner (mcl_udmg beneficial owner-
ship held by one or more of his relatives, in case the person is an
individual) of shares (not being the shares enutled_ toa ﬁ_\:‘ed rate of

/ dividend whether with or without a right to participate in profits)
holding not less than 10 per cent of the voting power; or
(k) a concern other than a company if he is, at any time during the
previous vear, beneficially entitled to not less than 20 per cent of the
income of such concern;
(vi)) “relative”, in relation to an individual, means—
(a) spouse of the individual;
(b) brother or sister of the individual;
(c¢) brother or sister of the spouse of the individual;
(d) brother or sister of either of the parents of the individual;
(e) anv lineal ascendant or descendant of the individual;
(f) any lineal ascendant or descendant of the spouse of the individual;
(g) spouse of the persons referred to in sub-clauses (5) to (f); or

(%) any lineal descendant of a brother or sister of either the individual
or of the spouse of the individual;

ame meaning as in clause (@) of Explanation 3

n 2 of the Act; P

- » and “project authority”respec-
b dF:o them in the Infrastruc-
anies (Reserve Bank)

ure Debt Fund raised

71. For definitions of *concessionaire”, “tripartite agreement” and “project authority”, under
para 3 of the Infrastructure Debt Fund Non-Banking Financial Companies (Reserve Bank)
Directions, 2011, see Appendix.

72. For definition of “group” under regulation 2( 1) of SEBI (Mutual Funds) Regulations, 1996,
see Appendix.

*Should be read as ‘clause’.

tShould be read as 'regulation’.
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1.39
(vii) “sponsor” means a non-banking financial company, or a bank which 1::
allowed to act as sponsor of Infrastructure Debt Fund in accordance
with the directions of Reserve Bank of India.]
[ Valuation of perquisites™,

»3, For the purpose of computing the income chargeable under the head
“Salaries”, the value of perquisites provided by the employer directly or indi-
rectly to the assessee (hereinafter referred to as employee) or to any member of

his household by reason of his employment shall be determined in accordance
with the following sub-rules, namely: —

7(1) The value of residential accommodation provided by the employer during the

previous year shall be determined on the basis provided in the Table below (See
pag'e 1.43) :

73. Substituted by the IT (Thirteenth Amdi.) Rules, 2009, w.r.ef. 1-4-2009 (as corrected by

Notification No. 2/2010 [F. Ne. 142/25/ 2009-S0O(TPL)], dated 12-1-2010). Prior to its substi-
tution, rule 3, as amended by the IT (Fourteenth Amdt.) Rules, 2007, w.e.f. 1-4-2008/w.r.e.f.
}-4-2006, IT (Twenty-second Amdt,) Rules, 2001, w.ref. 1-4-2001, IT (Sevenleenth Amdlt.)
Rules, 2002, w.ef. 1-8-2002, IT (Nineteenth Amdt) Rules, 2002, w.r.e.f. 1-4-2001, IT (Sccond
Amdt) Rules, 2002, wref. 1-4-2001, IT (Third Amdt) Rules, 2003, w.ref. 1-4-2002, IT
{Thirteenth Amdt.) Rules, 2004, w.r.ef. 1-10-2004, IT (First Amdt.) Rules, 2004, w.e.f. 1-4-2004
and IT (Seventh Amdt.) Rules, 2005, w.ef. 1-4-2005, read as under :—
3, Valuation of perquisifes.—For the purpose of compuling the income chargeable under the
head “Salaries”, the value of perquisites provided by the employer directly or indirectly to Lthe
assessce (hereinafter referred to as emplayee) or to any member of his household by reason
of his employmeni shall be determined in aceordance with the {ollowing sub-rules, namely:—
(1) The value of residential accommedation provided by the employer during the previous
year shall be determined on the basis provided in the Table below:

TABILE]
s Circuntstarices Where accorroadation is Whiere accommodarion is

No., unfurnished furnished

t!) (2) (3) {4)

(1) | Where the accommoadation | License fee determined by the Ceniral | The value of perquisite as
is provided by the Central | Governmeni. or any State|determined under column (3) and
Government or apy State | Government in respect of accommo- | increased by 10% per annum of
Covernment to the employ- | dation in accordance with the rules | the cost of furniture {(including
ees either holding office or | framed by such Government as| television sets, radio sets,
postin connection with the | reduced by the rent actually paid by | refrigerators, other household
affairs of the Union or of | the employee. appliances, air-conditioning plani
such State or serving with or equipment) or if such fumiture
any body or undertaking iz hired from a third party, the
under the contrel of such actual hire charges payabie for
Government on deputa- the same as reduced by any
tion, charges paid or payable for the

{2} | Where the accommodation same by the employee during the
is provided by any other previous year,
ernployer and.—

(@) where the accom-| () 15% of salary in cities having | The value of perquisite as
modation is owned population exceeding 25 lakhs | determined under column {3) and
by the employer, or as per 2001 census; ncreased by 10% per annum of

(i) 10% of salary in citics having | 1he cost of furniture (including
population exceeding 10 lakhs ;‘e:fe\rismn Eets, radio sets,
but nat exceeding 25 lakbs as rigr.'ratar_s. mh""i" *holusuhuid
pier 2001 census; mf“ a:’"mﬁ“wﬂma plant

B ) cquipment or other similar o

L (i} 7.5% of salary in other areas, pliances or gadgets) or if uu;!;

(Contd vn p, f duh
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L AEIER | fte I f—h; -
lr . = _
:: Citv i oy W hivee ate v eaneprreiliitoenss 1n Where e conttinesdeinom i
i enifict visshreet Thiratvlied
—— —_——
—_—— . - k- e m e e —- - T, ]
[ h r_” { “ r"j

—

i where the acceom-
nmuslath s taken o
Tease v remt by 1w
viaplionaen,

Where the accommodation
ts pruvided by the emplover
specilied in serial number
{11 or (2) in 8 hotel {except
where the employvee is pro-
vided such accommoda-
von for a period not ex-
cecdmp in aggregate lifteen
days on his transler from
one place tu another}

i tespuee b of the peviod during which
vhwe  sald  mocommedation  wis
o vuprivd by the cinaplayee during the
[ RIS T v redfuced by the renr,
i any,actanlly paisd by the emphovee,

Acrual apount of Tease renal pand or
pavahle by the employer or 15% uf
salary whichever is lower as reduced
by the reny, il any, actually paid by 1he
empluyvee.

Not applicable

o ——y
furniturc is hired from a hirg
piu 1y, by the actual hire charge,
payshie [or the same oy reduceq
hy any charges paid or payahle fyp
the same by the employee during
the previous vear,

The value of perquisite ay
delermined under column £3 Jand
increased by 1% per annum of
the cost uf [urpiture {ine luding
television sels, radio seys
relrigerators, other hgusehold
appliancces, air-cundiliuning plag,
or equipment or uther similar ap.
pliances or gadgets;] ur if such
Furniture is hired from a third
party, by the actual hue charpes
payable [or the same as redyced
by any charges paid or pavable o
the same by the emplovee during
the previous year.

24% of salary paid or pavable or
the previous year or the actua)
charges paid ar pavable 1o such
hotel, which is lower, for the
period during which such
accornmeodalion is provided as
reduced hy the rent, if any,
actually paid or pavable by the
employee :

Provided that nothing contained in this sub-rule shall apply to any accommeodation provided
to an employvee working al a mining site or an on-shore oil exploration site or a project
execution site, or a dam site or a power generation site or an off-shore site which,—

{7} being of a temporary nature and having plinth area not exceeding 800 square feet, is
located not less than eight kilometers away from the local limits of any municipality
or 2 camunment board; or

(if) is located in a remate area:

Provided further thal where on account of his transfer from one place to another, the
emplovee is provided with accommodation at the new place of posting while retaining the
accommodation at the vlher place, the value of perquisite shall be determined with reference
tuonly one such accommodation which has the lower value with reference to the Table above
for a period nut excceding 90 days and thereafter the value of perquisite shall be charged for
bouth such accommodatiuns in accordance with the Table.
(2) (A) The value of perquisite provided by way of use of motor car to an employee by an
employer, who is not liable to pay fringe benefit tax under Chapter XII-H of the Act, shall be
determined in accordance with the following Table, namely :—

{Comid. on p. L4i)
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—_— . 140)
peontd [rern & TABLE DN
VALUE OF PERQUISITE PER CALENDAR MONTH
- | rolmslances Where cubic capaci Where cubic capacity of
st “ of engine does nmw engine exceeds
No excead 1.6 Hires 1.6 litres
) 12) (3) {4)
here the motor car is
@ rﬁnnd or hired by the em-
ployer and—
ta) is used wholly and ex- [ No value: No value:
clusively in the per- \prayided that the documents |Provided that the decuments
formance of his offi- | specified in clause (B) of this sub-rule | specified in clause (B) of this sub-
cial dutles; are maintained by the employer. rule are maintained by the em-
ployer.
5 is used exclusively for | Actual amount of expenditure |Actusl amount of cxpenditure
@ the private orpersonal |incurred by the employer on the |incurred by the employer on 'h?
purposes of the |running and maintenance of motor |running and maintenance o
employee or any |carduring the releveant previous year | motor car during th? relevant
member of his house- | including remuneration, if any, paid | previous  year m_cluding
hold and the running | by the employer to the chauffeur as | remuneration, If any, paid by the
and maintenance ex- | increased by the amount represent- | employer ta the chauffeur as
penscs are met or re- | ing normal wear and tear of the motor |increased by the amount
imbursed by the em- |car and as reduced by any amount | representing normal wear and
ployer: charged from the employee for such |tear of the motor car and as
e, reduced by any amount charged
from the employee for such use.
{) is used partly in the
performance of duties
and partly for private
or personal purpcses
of his own or any
member of his house-
hold and
the expenses on | Bs 1,200 (pius Rs. 600, if chauffeur iz |Rs. L5600 (plus Rs. 600, if
® malntepn:nce and | also providad to run the motor car) | chauffeur is alzo provided to run
running are metor | ; L. the motor car)
reimbursedbythe’| ' °
employer, R
{f) the expenses on | Rs. 400 {plus Bs. 600, i chauffeur s | Rs. 500 (pls Bs. 600, if chauffeur
running and | provided by the employer to run the | is also provided to run the motor
maintenance for | motor car) car)
such private or
personal use are
fully met by the
asSEsEEE. : o
(2} | Where the employee owns
a motor car but the actual
running and maintenance
charges (including
remuneration of the i
chauifeur, if any) are met |.
or reimbursed to him by
o e e of e | Provided that th Provides
or the use of the [Provide ot the documents |Provided that the doc
1 :'.Enﬂ;wlmﬂymde_m- specified in clsnse (5) of this sub-rule apa::iﬁudindam(g,of;;:emng
_ xively for official { are maintained by thecmgloyer. | rule are maintained by the em.
RN T ol i ployer.

{Caned. an p. 1.42}
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Si Circrinisiaices Where cubic capacity Where "f"r’i‘ *'“Pdm
= of engine does nor CHEINE exceeds
evceed 1.6 liires .0 liires
T ey
(1 (2) 3 i)
1z (B)| Subject 10 the provis r__-"
' h rei biect to the provisions of clause ibject e SIOnS ¢ap.
2 fautc'orrfl::}?;:sz?fﬁl; gtl‘lr,h}:su{;-ruli the actual amount of tained in clause (B of this syh
vehicle partly for offi- | expenditure incurred by the employer rule, tl_w ur_luul amount y|
cial purposes and|as reduced by the amount specified | expenditure incurred by he
partly for personal or | in SL No. (1)(c)n) above. employer as l'r:_tfu ced by the
private purposes of the amount specified inSL No. (1o )
employee or any above.
member of his house-
hold.
(3) | Where the employee owns

any other aulomolive con-
veyance but the actual run-
ning and maintenance
charges are met or reim-
bursed to him by the em-
ployer and

(i) such reimbursement
is for the use of the
vehicle whelly and ex-
clusively for official
purposcs,

(i)} such reimbursement
is for the use of the
vehicle partly for offi-
cial purposes and
partly for personal or
private purposes of the

employee.

No value:

Provided that the documents
specified in clause (5) of this sub-rule
are maintained by the employer.

Subject to the provisions of clause (5)
of this sub-rule, the actual amount ol
expenditure incurred by the emplover
as reduced by an amount of Rs. 600

Nat applicable

Provided that where one or more motor-cars arc owned or hired by the employer and the
employee or any member of his household are allowed the use of such motor-car or all or any
of such motor-cars (otherwise than wholly and exclusively in the performance ol his dutics),
the value of perquisite shall be the amount calculated in respect of une car in accordance with
SI. No. (1)(c)(i) of Table II as if the employee had been provided one motor-car for use partly

in the performance of his duties and partly for his private or personal purposes and the
amount calculated in respect of the other car or cars in accordance with SI. No. (1)(b) of Table
II as if he had been provided with such car or cars exclusively for his private or persona
purposes.
(B leere the employer or the emplovee claims that the motor-car is used wholly and
exc_luswefy in the performance of official duty or that the actual expenses on the running and
maintenance of the motor-car owned by the employee for official purposes is more than the
amounts deductible in $L No. 2(if) or 3(ii) of Table II, he may claim a higher amount
attributable to such official use and the value of perquisite in such a case shall be the actual
amount of charges met or reimbursed by the employer as reduced by such higher amount
attributable to official use of the vehicle provided that the following canditions are fulfilled:—
(a) the emplniwl';erhhn_s maiziu:éined complete details of journey undertaken for offlicial
purpuse which may include date of journey, destination, mileage. ane e
E il e e T ; . mileage, and the amount of
(&) the employer gives a certificate to the effect tha '
Y t the expenditure w: T )
and exclusivelv for the performance of official dulie:a.Pe e
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CrcTiisde ey

{2)

—— o LA RLm——— = e
—————

Where acownititienfoding
is tinfuanadoed

(4

SALARIS

——

Whieper aneosiismiondiition
o frnanisdied

(4

wWhuore the accommuoda-

License Tee determined by
the Conlril Govermmmetd or

The value of pergiiiniie v
determined under cotumn

tlun is provided by the
Cenleal Government or
any Stawe Governmaent 1o
the emiployees cither huld-
ing ulfice or post in con-
acetion with the affaits of
the Union or ol such State.

(3 and Increased by 10%
per anpum ol the vonl ol
i uroiture {(ncludingg 1whe-
vinian kets, radio nels, re-
Irigeraturs, other bowse.
hold applinnces, air-condi-
tioning plant or equip-
ment) ur if such {orniture
is hired from a third party,
the actual hire charpes
payable fur the same as
redluced by any charges
paid or payable fur the
same by the employee
during the previous year.

any State Gavernment {n res-
pect of acconnmaodution hroc-
cordanve with the rulens
Mmramed by such Governrnenl
an reduced by the rent nctu-
ally pakl by the employece.

Where the accommoda-

tion is provided by any

other employer and—

(@) where the accommo-
dation is owned by
the employer, or

The value of perquisiies as
determined under cotumn
(3) and increased by 10%
per annum of the cost of
furnitare (including tele-

() 15% of salary in citivs
having population ex-
ceeding 25 lakhs as per
2001 census;

() 10% of salary in cities ol
having population ex- vision sets, rei’ri_geraturs,
ceeding 10 lakhs but not other household appli-
exceeding 25 lakhs as | 2PCES, air-conditioning
per 2001 census; plant or equipmeni or
. y other similar appliances
(it 7.5% of salary in other | or gadgets) or if such fur-
areas, niture is hired from a third

fCamid. fronm p. 1.42)

Explanation.—Far the purposes of this sub-rule, the normal wear and tear of a motor-car shall
be taken at 10% per anmun of the actual cost of the motor-car or cars.
(3) The value of benefit to the employee or any member of his household resulting from the
provision by the employer of services of a sweeper, a gardener, a watchman or a personal
attendant, shall be the actual cost to the employer. The actual cost in such a caze shall be the
total amount of salary paid or payable by the employer or any other person on his behalf for
such services as reduced by any amount paid by the employee for such services.
{4) The vahie of the benefit to the employes resulting from the supply of gas, electric energy
or water For his household consutnption shall be determined as the sum equal to the amouni
paid on that account by the employer to the agency supplying the gas, electric energy or water.
Where such supply is made from resources owned by the employer, without purchasing them
from any other outside agency, the value of perquisite would be the manufaciuring cost per
unit incurred by the employer. Where the employee is paying any amount in respect of such
services, the amount so paid shall be deducted from the value so arrived at.

(Contd onp [ 4
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i
SI Circumsiances Where accommimodatior WJ’I‘EI’? ﬂC‘t‘ﬂlT‘fr:g:rfﬂnon
No. is unfurnished is furnishe
(4} T
) (2) {3}

{8 where the accommo-
dation is taken on

in respect of the period dur-
ing which the said accommo-
dation was occupied by the
employee during the previ-
ous year as reduced b::r the
rent, if any, actually paid by

the employee.

Actual amonnt of lease rental
paid or payable by the em-

¢ or 15% of salary which- | (3) and increased by 10%

L;a:ﬁ ml;rmnt by the Eﬁyreis lower as reduced by | per annum F’f T-ht? cost of
e the rent, if any, actually paid | furniture (including tele.

by the employee. vision sets, radio sets, re.

T ———
party, by the actual hire
charges payable [or the
same as reduced by any
charges paid or payable
for the same by the em.
ployee during the preyi.
ous vear.

The value of perquisite ag
determined under column

frigerators, other house.
hold appliances, air-condi.
tioning plant ar equip-
ment or other similar ap-
pliances or gadgets) or if
such furniture is hired
from a third party, by the
actual hire charges pay-
able for the same as re.
duced by any charpes
paid or payable for the
same by the employee
during the previous year,

rial number (1) or (2)in a
hotel {(except where the
cmployee is provided
such accommodation for
a period not exceeding in
aggregate fifteen days on
his transfer from one
place to another).

(3) | Where the accommoda- | Not applicable. 24% of salary paid or pay-
tion is provided by the able for the previous year
employer specified in se- or the actual charges paid

{Comrd from p 1.43}

or payable to such hote],
which is lower, for the pe-
riod during which such
accommadation is pro-
vided as reduced by the
rent, if any, actually paid
or payable by the em-
plovee:

(5) The value of benefit to the employee resulting from the provision of free or concessional
educational facilities for any member of his household shall be determined as the swm equal
to the'amoqnt of expenditure incurred by the employer in that behalf or where the
educational institullon is jtself maintained and owned by the employer or where free
educational facilities for such member of employees’ household are allawed in any other
employment of that empluyer, the value of
rquis ‘ I:]?e er_nplpye? sh:‘all be determined with reference to the cost of such
e;!;;:anag in a suu]:nﬂar Ilnsmutmn tl-:: or near the locality. Where any amount is paid or
recovered from the employee on t account, the val it s » reduce .
amount so paid or recovered: velue af beachit shall be reduced by the
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provided that nothing contained in this sub-rule shall apply Lo any ﬁccumquatifm
covided 0 an employee working at a mining site or an on-shore oil exploration site
or a pruject execution sile, vr a dam site or a power generalion site or an off-shore
sile—
(0 which, being of a ternporary nature and having plinth areanot exceeding
800 square feet, is located not less than eight kilometres away from the
local limits of any municipalily or a cantonment board; or

(¢ which is located in a remote area:

provided further that where on account of his transfer from one place to another,
ihe employee is provided with accommodation at the new place of posting while
retaining the accommodation at the other place, the value of perquisite shall be
determined with reference to only one such accommeodation which has the lower
value with reference to the Table above for a period not exceeding 90 days and
thereafter the value of perquisite shall be charged for both such accommodations
in accordance with the Table.

Explanation.—For the purposes of this sub-rule, where the accommodation is pro-
vided by the Central Government or any State Government to an employee who is
serving on deputation with any body or undertaking under the control of such
Government,—
() the employer of such an employee shall be deemed to be that body or
undertaking where the employee is serving on deputation; and

(i the value of perquisite of such an accommodation shall be the amount
calculated in accordance with 51, No. (2)(a) of Table], asif the accommo-
dation is owned by the employer.,

(2)(A) The value of perquisite by way of use of motor car to an employee by an
employer shall be determined in accordance with the following Table, namely—

(Contd, fromm p. 144) )
Provided that where the educational institution itself is maintained and owned by the
emplover and free educational facilities are provided to the children of the employee or
where such free educational facifities are provided in any institution by reason of his being
in emplovment of thal employer, nothing contained in this sub-rule shall apply if the cost of
such education or the value of such benefit per child does not exceed Rs. 1,000 p.m.
(6) The value of any benefit or amenity resulting from the provision by an employer, who is
not liable to pay fringe benefit tax under Chapter XII-H of the Income-tax Act and is engaged
in the cartinge of passengers or goods to any employee or to any member of his household
for personal or private journey free of ost or at concessional fare, in any conveyance owned,
leased or made available by any other arrangement by such employer for the purpose of
transport of passengers or goods shall be taken to be the value at which such benefit or
amenity is offered by such employer to the public as reduced by the amount, if any, paid by
ar recovered from the employee for such benefit or amenity :
Eﬂdﬂd that nothing contained in this sub-rule shall apply to the employees of an airlime or
raitways.
{7)In terms of provisions contained in sub-clause (i) of clause (2) of section 17, the following
- other fringe benefits or amenities are hereby prescribed and the value thereof shall be
determined in the manner provided hereunder:

fContd, ort p, 1.48:



INCOME-TAX RULES, 1962

TABLE I

VALUE OF PERQUISITE PER CALENDAR MONTH

Where cubic cu pa::;:r‘

owned or hired by the
employer and—

(@)

()

(c)

is used wholly and
exclusively in the
performance of his
official duties;

is used exclusively
for the private or per-
sonal purposes of the
employee or any
member of his
household and the
running and mainte-
nance expenses are
met or reimbursed
by the employer;

is used partly in the
performance of du-
ties and partly for
private or personal

Sl :
e Circumistances Where cubic capacity of
engine does not engine exceeds 1.6 lirres
exceed 1.6 litres
I
(1) 2) 3) W
(1) | Where the motor ear is

No value:

Provided that the documents
specified in clause (B) of this
sub-rule are maintained by

the employer.

Actual amount of expendi-
ture incurred by the em-
ployer on the running and
maintenance of motor car
during the relevant previous
year including remuneration,
if any, paid by the employer
to the chauffeur as increased
by the amount representing
normal wear and tear of the
motor car and as reduced by
any amount charged from
the employee for such use.

No value:

Provided that the doey.
ments specified in clausge
(B) of this sub-rule are
maintained by the em-
ployer.

Actual amount of expen-
diture incurred by the em.
ployer on the running and
maintenance of motor car
during the relevant previ-
ous vear including remu.
neration, if any, paid by
the employer to the chauf-
feur as increased by the
amount representing nor-
mal wear and tear of the
motor car and as reduced
by any amount charged
from the employee for
such use.

(Consd. from p. 1.45)
(i) The
concessional

charged per annum
India Act, 1955 (23 o
of loans for the same purpose a

loan for any purpose made avai
his household during the relevant previous year by the employer or any per
hehalf shall be determined as the sum equal to the inte
by the State Bank of India, constitute
f 1955), as on the 1st day of the relevant previous y

dvanced by it on the maximum outstan
d by him or any such member

balance as reduced by the interest, if any, actually pai
of his household.

However,
treatment in respect of diseases speci
of loans are pelty not exceeding in the aggregate Rs. 20,000 :
Provided that where the benefit relates to the
treatment referred to above, the exemption so provided shall

the loan as has been reimbursed to the employee under any me

no value would be charged if such loans are made available
fied in rule 3A of these Rules or where the amount

loans made

value of the benefit to the assessee resulting from the provision of interest-free or
lable to the employee or any member of

son on his

rest computed at the rate
d under the State Bank of
ear in respect
ding monthly

for medical

available tor medical
not apply to so much ol
dical insurance scheme

(Ut oni g 1
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] ' - . - .
st Circinnsiances Where cubic capacity of Where cubic capaciiv af
Yo enging does not engine exceeds 1.6 litres
exceed 1.6 litres
(1 (2) 3) (4)

purposes of his own

or any member of his

household and—

() theexpenses on | Rs, 1,800 (plus Rs. 900, if | Rs. 2.400 (plus Rs. 900, if
malntenance | chauffeur is also provided to | chauffeuris also provided
and running are | run the motor car) to run the moior car)
met or reim-
bursed by the
emplayer;

(i) the expenses on | Rs, 600 (phus Rs. 900, if chauf- | Rs. 900 (zlus Rs. 900, if
running  and | feyy is also provided by the | chauffeur is also provided
mainienance [ employer to run the motor | to run the motor car)
for private or car)
personal use are
fully met by the
assessee.

"(2) | Where the employee owns
arnotor car but the actual

running and maintenance
charges (including remn-
neration of the chauffeur
if anv) are met or reim-
bursed to him by the em-
ployer and—

{) such reimbursement

No value:

No value:

is for the use of the
vehicle wholly and
exclusively for offi-
cial purposes;

Provided that the documents
specified in clause {B) of this
sub-rule are maintained by
the employer.

Provided that the docu-
ments specified in clause
(8} of this sub-rule are
maintained by the em-
ployer.

fConid: from p. [.46)

(i) The value of travelling, touring, accommadation and any other expenses paid for or

borne or reimbursed by the employer, who is not liable to pay fringe benefit tax under
Chapter XII-H of the Act, for any holiday availed of by the employee or any member
of his household, other than concession or assistance referred to in rule 2B of these
rules, shall be determined as the sum equal to the amount of the expenditure incurred
by such employerin that behalf. Where such facility is maintained by the employer, and
is not available uniformly to all emnplayess, the value of benefit shall be taken to be the
value at which such facilities are offered by other agencies to the public, Where the
employee is on official tour and the expenses are incurred in respect of any member
of his household accompanying him, the amount of expenditure so incurred shall also
be a fringe benefit or amenity. However, where any official tour is extended as a
vacatien, the value of such fringe benefit shall be limited 10 the expenses incurred in
relation to such extended period of stay or vacation. The amount so determined shall
bereduced by the amount, if any, paid or recovered from the employee for such benefit
ar amenity,

iCemtid on p 1By
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St Circuimnsiances Where cubic capacity of Where ctibic ‘m
No enghe does ot engine exceeds 1.6 Iy,

exceed 1.6 litres
{1) {2) (3} (4
+ T

(i) such reimbursement | Subject to the provisions ol | Subject tt the provisigy,
is for the use of the | clause (8)of this sub-rule, th'e of clause (B of this sy,
vehicle partly for of- | actual amount of expendi- | rule, the actual amouny of
ficial purposes and | ture inc urred by the em- | expenditure incurred b,
partly for personal or ployer as reduceld by the | the employer as reduced
private purposes of | amount specilied in gl No. | by the amount specified i,
the employee or any | (1X &) ) above. S1. No. {1}{c)?) above,
member of his
household.

(3) | Where the employec owns

any other automotive

conveyance but the actual

running and maintenance

charges are met or reim-

bursed to him by the em-

ployer and

(i suach reimbursement | No value : Not applicable :

(i)

is for the use of the
vehicle wholly and
exclusively for offi-
cial purposes;

such reimbursement
is for the use of ve-
hicle partly for offi-
cial purposes and
partly for personal or
private purposes of

Provided that the documents
specified in clause {8 of this
sub.rule are maintained by
the employer.

Subject to the provisions of
clause () of this sub-rule, the
actual amount of expendi-
ture incurred by the em-

ployer as reduced by the

amount of Rs. 900,

the employee.

fConid from p 147)
(i) The value of free food and non-aleoholic bev

erages provided by the employer, who is
not Liable to pay fringe benefit tax under Chapter XII-H of the Act, to an employee shall
be the amount of expenditure incurred by such employer, The amount so determined
shall be reduced by the amount, if any, paid or recovered from the employee for such
benefit or amenity:

Provided that nothing contained in this sub-rule shall apply to free foed and non-
alcohalic beverages provided by such employer during working hours at office or
business premises or through paid vouchers which are not transferable and usable
only al eating joints, to the extent the value thereof in either case does not exceed
Rs. 50 per mleal or to tea or snacks provided during working hours or to free food and
non-alecholic beverages during working hours provided in a remaote area or an ofi-
shore installation.

The value of any gift, or voucher, or token in lieu of which such gift ived
by the employee or by member of his household on ceremaonial m%l:siglnzyazz:l?:g:;e
from the employer, who.is not liable to pay fringe benefit tax under Chapter XI-H cf
the Act, shall be determined as the sum equal to the amount of such gift. However.
'_whe.re the value of SlUCh gift, voucher ar token, as the case may be, is below Rs. 5,000
in the aggregate during the previous year, the value of perquisite shall be taken as ‘nil’

tCartd on po LA
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gvided that where one or more motor-cars are owned or hired by the employer
and the employee or any member of his household are allowed the use of such
motor-car or all of any of such motor-cars (otherwise than wholly and exclusively
i the performance of his duties), the value of perquisite shall be the amount cal-
culated in respect of one car in accordance with SI. No. (1){cXi) of Table Il as if the
cmployee had been provided one motor-car for use partly in the performance of

pERh I
(Conid from . 1.5} : . .

(+) The amount of expenses including membership fees and annual fees incurred by the
employee or any member of his househeld, which is charged to a credit card (including
any add-on-card), provided by the employer, who is not iable to pay fringe benefit tax
under Chapter XII-H of Lhe Act, or otherwise, paid for or reimbursed by such empltayer
shall be taken to be the value of perquisite chargeable to tax. However, there shall be
no value of such benefit where the expenses are incurred wholly and exclusively for
official purposes and the following conditions are fulfilled—

(@) complete details in respect of such expenditure are maintained by the employer
which may, inter alia, include the date of expenditure and the nature of
expenditure;

(5) the employer gives a certificate for such expenditure to the effect that the same
was incurred wholly and exclusively for the performance of official duties,

The amount 56 deterrined shall be reduced by the amount, if any paid or recovered
from the employee for such benefit or amenity.

{v)) (A)The value of benefil to the employee resulting from the payment or reimbursement
by the employer, who is ool liable to pay fringe benefit tax under Chapter XII-H of the
Act, of any expenditure incurred (including the amount of annual or periodical fee) in
a club by him or by any member of his household shall be determined to be the actual
amount of expenditure incurred or reimbursed by such employer on Lhat account. The
arnount o determined shall be reduced by the amount, if any paid or recovered from
the emplayee for such benefit or arnenity. However, where the employer has obtained
corporate membership of the club and the faeility is enjoyed by the employee or any
member of his household, the value of perquisite shall not include the initial fee paid
for acquiring such corparate membership.

(By Nothing contained in this sub-rule shall apply if such expenditure is incurred wholly
and exclusively for business purpases and the following conditions are fulfilled:—

(4) complete details in respect of such expeuditure are maintained by the employer
which may, inter alia, include the date of expenditure, the nature of expenditure
and its business expediency;

(£) the employer gives a certificate for such expenditure to the effect that the same
was Incarred wholly and exclusively for the performance of official duties;

() nothing contained in this sub-rule shall apply for use of health club, sports and
similar facilities provided uniformily to all employees by the employer.

(vi) The value of benefit to the employee resulting from the use by the employee or any
member of his household of any movable asset (otheir than assets already specified in
thig rule.and other than laptops and computers) belonging to the employer or hired by
him shall be determined at 10% per annum of the actual cost of such asset or the
amount of rent or charge paid or payable by the employer, as the case may be, as
reduced by the amount, if any. paid or recovered from the employee for such use,

(vif) The value of benefit to the emplayee arising from the transfer of any movakle asset
belonging to the employer directly or indirectly to the emplovee or any member of his
household shall be determined to be the amount representing the actual cost of such
asset to the employer as reduced by the cost of normal wear and tear calculated at the
rate of 10% of such cost for each completed year during which such asset was put to
use by the employer and as further reduced by the amount, if any, paid or recovered
from the employee being the consideration for such transfer:

Conid v p, 150
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his dutiox and partly I - . per ] es and the amount

purtly lor his private or personal purpos: aley,
luted in respect of the uther car or cars in accordance with SL No. (1)(8) of Tabj, I
s il e hoed been provided with such car exclusively for his private or Persong)
purposes,

anend foven | ;‘-JJ

Provided that Iy the cuse of compule
wuould be calvulaled ai the rate of 50% an
by the reducing balanee inethod.

(&} The volue of any vther benefit or ame

s and electronic items, the normal wear ang tear
d in the case of motor cers al the rate of 200,

nity, service, right or pri\-iilege pro;ided by the
. he employer under ap :
eripleyer shull be determined on the basis of cost to the emp . arm),
|m§u{:mnuucuun as reduced by the cmploy;u als] c:on:;rlbu:;:m. i; ::es etech
Provided thit nothing contained in this itcm 8 apply to the ex on telephong,
including o |l:1 ubile phone actunlly Incurred on behelf of the em ployee by the emplaye,

&[> _
(9} Thials rule shall comve into force with effect from the lstl;dﬂ}' :;f AP‘;];;'JO]: it

» pployee may, at his option, compute the value ol perquisites mag,
mﬁ::l';;: l::-ll‘::nﬁh;r nny? rlrﬁ;mber gf his household for the period beginning ﬂl‘; Istday of Agry)
2001 nnd ending on 30th day of September, 2001 in accordance with the Rules as they stood
priov 1o this amendmeni: ‘
Provided Further 1thot for an employee being an employee of an air_J.ine. the provisions of sub.
vule (6) shall come into furce with effect from the st day of April, 2002,
Expilanation.—For the purposes of this rule—

() "necommodntion” includes a house, Hat, farm house or part th:reof,.or accommoda-
tion in a hotel, motel, service apartment, guest house, caravan, mobile home, ship or
uvther Aoating structure;

(i) “entertainment” includes hospitality of any kind and aiso, expenditure on business gifts
other than frec samples of the employers own product with the aim of advertising to
the general public;

(i) “hotel” includes licensed accommodation in the nature of motel, service apartment or
guest house;

(i¥) “member of household” shall include-—
(a) spouse(s)
() children and their spouses
{¢) parents
{d) servants and dependants;
() ;'ren:i:]e l?ﬂrca", i:;:: purposgs of pmvisaﬁ: this sub-rule means an area that is located at
cas ometres away from a to 1 i
e o tlometres aws 1};] fro cmu\:;n ving a population not exceeding 20,000 based
{vd “sa]aryt includes the pay, allowances, benus or commission payable monthly or
otherwise or any monetary payment, by whatever name called from one or more
employers, as the case may be, but does not include the following, namely:—

(@) dearness allowance or dearness pay unless it enters into the computation of
Superannuation or retirement benefits of the employ.

! . ee concermned;
(8) employer's contributian to the provident fund account of the employee;

() allowances which are exempted from payment of tax;

(vi) "maximum outstanding month] . .
for each loan as on t]-u:-.g last gﬂy};fhahmfn on;z.l}s the aggregate outstanding balance

fCormd on p 1.5
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[Mﬂi from p. i.5

74.

75.

76.

Earlier rule 3 was amended by the IT (Amdt) Rules, 1974, w.e. 2-4-1974, IT (Third AmdL)
Rules, 1974, w.ef. 21-5.1974,IT [Founh Amdt.) Rules, 1976, w.e.f. 2.4-1976, IT (Eighth Amd1.)
Rules, 1986, w.ef. 1-4.1987, IT (Fifth Amdt.) Rules, 1989, w.r.ef. 1-4-1988 and IT (Fifth Amdt.)
Rules, 1995, wef, 2-6-1995,

Seesections 17(2) and 295(2)(c). See also Circular No, 20/2020, dated 3-12-2020 [(TDS under
gection 1_92 for financial year 2020-21)). There is no merit in submission that rule 3 which was
substituied with effect from.l-4-2ﬂql 18 illegal as section 17(2)X vi) came into effect only from
lﬁiﬁ - BHEL Employees’ Association v. Union of India [2003] 128 Taxman 309/261 ITR
1 )

Rule 3, as amended hy SO 940(E), dated 25-9-2000 [IT (22nd Amdt) Rules, 2001], s
constitutionally valid - Tatg Workers' Union v. Union of India [2002] 123 Taxrman 426/256
ITR 725 (harkhand)/ PN, Ttwari v, Union of India [2003] 133 Taxman 482 (All)/BHEL
Employees’ Association v. Union of India [2003] 128 Taxman 309/261 ITR 15 (Kar.)/ Aditva
Cemeni Staff Club v, Union of India [2003) 131 Taxman 609 (Raj.}y/ All india Stare Bank of
Indore Officer’s Coordination Committee v. CBDT [2004] 134 Taxman 303 (MP)/BHEL
Executives’ Officers Association v. Dy, CIT [2004] 269 ITR. 390/]4! Taxman 40 (Mad.)/
Nationa! Federation of Insurance Field Workers of Indiav. Union of India[2004] 265 ITR 84/
135 Taxman 307 (Uttaranchal)/ V.X. Prasad v. Union of Indiz [2004] 271 ITR 178/[2005] 143
Taxman 96 (Ker.)/ Federal Bank of Officers’ Association v. Union of India [2004] 140 Taxman
173 (Ker.). Rule 3 is mandalory and not directory, and cannot be ignored even by the
Tribunal—CITv. K.S. Sundaram[1999] 105 Taxman 317 (Mad.), affirmed by Supreme Court
in [2001] 119 Taxman 782/251 ITR 781. For bringing the value of a perquisite to tax, the
benefit or amenity must have a legal origin, and it cannot take within its ambit any
unauthorised advantage availed by the employee - CfT'v. € Kulandaivelu Konar[1975] 100
ITR 629 (Mad.), CIT v. A.R. Adaikappa Chettiar [1973] 91 ITR S0 {Mad.); MAM. Methav. CIT
[1979] 117 ITR 362 (Cal); (ITv. §,S.M. Lingappan[1981]7 Taxman 71/129ITR 597 (Mad.y, CIT
v. Jawaharial Nagpal [1987] 34 Taxman 333/[1588] 171 ITR. 136 (MP). Contingent payments
to which the employee has no right ill the contingency arises are not covered, and the
employee must have a vested right to claim it - CIT v. LW. Russe/ [1964] 53 ITR 91 (SC).
Amounts disallowed in employer's assessment cannot automatically be treated as a benefit
in the hands of the recipient of the henefit—CIT v. X Govindarajulis [1988) 173 TTR 112/37
Taxman 297 (Mad.}/ CITv. S5M Lingappan [1981] 7 Taxman 71/129 ITR 597 (Mad.). The
power given to CBDT to identify ‘fringe benefit’ and 'amenity’ cannot be struck down &8s an
excessive piece of delegation - BHEL Employees’ Association v. Union of India [2003] 128
Taxman 309/261 ITR. 15 (Kar.). For details, see Taxmann's Master Guide to Income-tax Rules.
Provision of accormmodation must be based on employer-employee relationship, and must
have arisen as a result of posting the employee at a particular place of duty. Where
appointment was not under contract but under 2 board resolution containing no terms and
conditions of service, assessee was not a ‘servant’ of the company which provided rent-free
accommodation - CIT'y. Lekshmipati Singhania[1973]92 ITR 598 (All.). Perquisite is taxable
even if employec has neither used the accornmodation as his residence nor has forgone or
waived the right o enjoy the benefit - CIT v. Bawz Singh Chauhan [1934] 150 ITR 8/16
Taxman 180 (Delhi). Rent-free accommodation provided by foreign employer to State
Government officer sent on deputation, is a taxable perquisite - CITv. Dr. KL Parekh [1994]
208 ITR 965/77 Taxman 353 (Raj.). Where company pays rent directly to the landlord in
respect of premises provided rent-free to its director, perquisite must be valued under section
17(2}9) and not under section 17(2)(&) - CITv. Jagdish Prosad Goenka [1992] 196 ITR 15/
64 Taxman 580 (Cal). Furniture supplied at a particular hiring rate by ernployer to employee
¢annot be treated to be at concessional rate 5o as to be treated as a perquisite - Corporation

- Bank Gyficers” Organisation v. Corporation Bank [2004] 269 ITR 222 (Cal). *Salary” received

Coned om p. 1.52)
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(8) Where the employer or the employee claims that the motor-car is used wholly,
and exclusively in the performance of official duty or that the actual expenses on
the running and maintenance of the motor-car owned by the ‘:""Pl_”'?ﬂe for officig)
purposes is more than the amounts deductible in SI. No. ?-'(!'I'} or 3(if) of Table Iy,
may claim a higher amount attributable to such official use and theﬁ value of
perquisite in such a case shall be the actual amount of charges met or reimburyeg

(Contd, from p. 1.51) > :
from more than one employer must be aggregated for purposes of valuallltm of Perquisite,
even if accommodation is provided rent-free by only one of the employers - C?T:\r. Mohan|q;
Jalan [1989] 43 Taxman 246 (Bom.). Provision is to be E‘F}"hed cven ml cases where the
employer takes accommodation on rent and then provides it to the “fnng:g:;r 1 ICI g v- K
Sundaram [1999] 105 Taxman 317 (Mad.) affirmed by Supreme Court in [d ] 119 Taxmap
782/251 ITR 781. Classification of employees as Government employees an ‘t{thiﬂ‘ employges
in the public sector or private seclor for determining the Vﬂ_lue of perquisite on rent-free
accommadation is not violative of article 14 of the Cunsliluugn . Arun K:Hmar V. [_a'mml of
India[2006] 155 Taxman 659 (SC) and BHEL Empfoyees'dss‘acmuqn V. Umon: of India [2003)
128 Taxman 309/261 ITR 15 (Kar.). The word ‘rent’ used in section 17(2)(i}) would mean
charges for using unfurnished accommodation provided by an et_‘np]ﬂyer toits fﬂmlllilﬁ}’efi one
should not read either fair rent or normal rent or standard rent in the EKPTT;ﬂO:_ rent Uﬂe:
in sub-clause (if) of clause (2) of section 17, for there is no just reasons, nor there is any suc
;:ason todo s-:() -}C'om' Mirre:f gﬂicers *Association of India v. Union of India[2004] 137 Taxman
92 (Cal)). Different values fixed for big city and small city cannoi be construed as unreason.
able - Tata Workers' Unionv. Union of India[2002] 256 ITR 725/123 Taxman 426 (Jharkhand),
Rule 3 is in the nature of ‘machinery-provision' and applies only to the cases of ‘concession’
in the matter of rent respecling any accommodation provided b_}’ an .empiﬂ?'er to his
employees; inspite of legal position that rule 3 is intra vires, valid and is not inconsistent with
provisions of parent Acl, under section 17(2)(ii) it is open to an assessee-employee to contend
that there is no ‘concession’ in matter of accommodation provided by employer to employees
and case is not covered by section 17(2)(i1) - Arun Kuwmar v. UOI [2006] 155 Taxman 659 (SC).
Tax paid by employer on behalf of employee cannot be taken into consideration for
computing perquisite value of rent [ree accommodation’- CIT v. Telsuo Mitera [2012] 21
taxmann.com 487/208 Taxman 344 (Delhi)/ CITv. Hidechito Shiga[2012] 345 ITR 269 (Delhi).

Where assessee was initially provided hotel accommodation by employer company and later
flat was taken on lease, there was no merit in contention of assessee that no perquisite value
should be included in total income of assessee in respect of hotel accommodation; however,
there was merit in contention of assessee that as per rule 3(a)(ii)(A), perquisite value of
accommodation should be computed separately for each period when hotel accommodation
and flat, respectively, were provided to assessee - Assti. CITv. Andrew Holland [2008]20SOT
217 (Mum. - Trib.). It is only lease rental paid or payable and nothing else which can be taken
into account for purpose of valuation of residential accommodation under rule 3(1) but
where along with rent-free residential accommodation assessee’s employer had provided
certain benefits or amenities or services covered by ‘amenities agreement’ to assessee
through service provider, value thereof had rightly been worked out and taxed under rule 3(8)
- Harit Nagpalv. ITO[2008]23 SOT 281 (Mum. - Trib.). For treating any payment as ‘rent’, there
must be the relationship of tenant-landlord between the payer and the payee - Harit Nagpal
v. ITO [2008] 23 SOT 281 (Mum. - Trib.). Notional interest on depasits paid by employer to
landlord cannot be taken into consideration while compulting perquisite value of residential
accommodation - CIT v. Shankar Krishnan [2012] 21 taxmann.com 61/207 Taxman 233
(Bom.). Carrying of official work from residence and maintaining office are two different
aspects. Where there was no office in residence of assessee-employee, same could not be
considered to be used for official purposes - CITv. Subrata Roy [2013] 219 Taxman 133/38
taxmann.com 374 (AlL). For details, see Taxmann's Master Guide to Income-tax Rules.
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the employer as reduced by such higher amount attributable to official use of
the vehicle provided that the following conditions are fulfilled .—

(a) the em‘pl‘ﬂyer has maintained complete details of journey undertaken
for official purpose which may include date of journey, destination,
mileage, and the amount of expenditure incurred thereon;

(5) the employer gives a certificate to the effect that the expenditure was
incurred wholly and exclusively for the perforinance of official duties.

Explanation.—For the purposes of this sub-rule, the normal wear and tear of a
motor-car shall be taken at 10 per cent per annum of the actual cost of the motor-
car or cars.

n(3) The value of bE}lefit to the employee or any member of his household result-
ing from the provision by the employer of services of a sweeper, a gardener, a
watchman or a personal attendant, shall be the actual cost to the employer. The
actual cost in such a case shall be the total amount of salary paid or payabie by the
employer or any other person on his behalf for such services as reduced by any
amount paid by the employee for such services.

(4) The value of the benefit to the employee resulting from the supply of gas,
electric energy or water for his househaold consumption shall be determined as the
sum equal to the amount paid on that account by the employer to the agency
supplying the gas, electric energy or water. Where such supply is made from re-
sources owned by the employer, without purchasing them from any other outside
agency, the value of perquisite would be the manufacturing cost per unit incurred
by the employer. Where the employee is paying any amount in respect of such
services, the amount so paid shall be deducted from the value so arrived at.

*(5) The value of benefit to the employee resulting from the provision of free or
concessional educational facilities for any member of his household shall be de-
termined as the sum equal to the amount of expenditure incurred by the em-
ployer in that behalf or where the educational institution is itself maintained and
owned by the employer or where free educational facilities for such member of
employees’ household are allowed in any other educational institution by reason
of his being in employment of that employer, the value of the perquisite to the
employee shall be determined with reference to the cost of such education in a
similar institution in or near the locality. Where any amount is paid or recoverad
from the employee on that account, the value of benefit shall be reduced by the
amount so paid or recovered -

Provided that where the educational institution itself is maintained and owned by
the employer and free educational facilities are provided to the children of the

—

77. Treating salary paid by employer to domestic servant provided to employee as a taxable
Penguisite cannot be said to result in any double taxation - BHEL Employees’ Association v,
Union of India [2003] 128 Taxman 309/261 ITR 15 (Kar).

78. See Birla Vidya Niketan v. ITO {2008] 166 Taxman 472 (Dethi)/ CIT'v. Director, Delhi Public
School[20113202 Taxmen 318/14 taxmann.com 45 {Punj. & Har.)/ CIT (TDS) v. Delli Public
School [2008] 167 Taxman 134 (Delhi).
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employee or where such free educational facilities are provided 1n any institugig,,
nothing contained in th;

by reason of his being in employment of that employcr.

sub-rule shall apply if the cost c?%n;uch education or the value of such benefit pe,
child does not exceed one thousand rupces per month.
(6) The value of any benefit or amenity resulting from the provision by an e,
plover who is engaged in the carriage of passengers oF g?ods' to any employee oy
to any member of his household for personal or private JOwrney fri?] of cost or g
concessional fare, in any conveyance owned, Jeased or made av ;lble b}’ any
other arrangement by such employer for the purposé of tI.'aHSPOI't OL passengers
or goods shall be taken to be the value at which such benefit or a-mt‘:gll? sy
by such employer to the public as reduced by the amount, if any, paid by or recoy.

ered from the employee for such benefit or amenity :
Provided that nothing contained in this sub-rule shall apply to the employees of ap

airline or the railways. _
b-clause (viii) of clause (2} of section 17,

(7) In terms of provisions contained in su L
the following other benefits or amenities and value thereof shall be determined in

the manner provided hereunder: ‘
(7)) The value of the benefit to the assessee resulting from the }?I‘OviSlﬂn of
interest-free or concessional loan for any purpose made -avallahlr:'_ to the

employee or any member of his hausehold during the relevant previous

year by the employer or any person on his behalf shall be determined as

ted at the rate ®charged per annum

the sum equal to the interest cCompi ‘
by the State Bank of India, constituted under the State Bank of India Act,

1955 (23 of 1955), as on the 1st day of the relevant previous year in
respect of loans for the same purpose advanced by it on the maximum
outstanding monthly balance as reduced by the interest, if any, actually
paid by him or any such member of his household:

79. Since rule 3(7X ) prescribes definite method to calculste value of interest free loan provided
by employer to employees and its impact differs depending upon income bracket of
employees, it cannot be said to be imposing hardship upon employees; hence, it is constitu-
tionally valid - All India Union Bank Officers Federation v. UOI[2018] 82 taxmann.com 371/
240 Taxman 92 (Mad.). Rule will apply even to cases where, in addition to debtor-creditor
relationship, there exists employer-employee relationship—CIT v. C. Kulandaivelu Konar
[1975] 100 ITR 629 (Mad.}. Mere fact that loan was treated as deemed dividend under section
2(22)(e) will not be an impediment to the application of this rule—{iTv. T.P.5.H. Selva Saroja
[2000] 244 ITR 671/[2003] 131 Taxman 1 (Mad.). The provisions shall be read down with a
rider that the rate provided in the rule will be applicable unless the assessee proves to the
satisfaction of the Assessing Officer that the rate of interest or any part thereof charged by

Fhe employer does not amount te any concession or benefit, having regard to the rate of
interest charged for such type of loan by public financial institutions— V.K. Prasad v. Union
of India[2004] 271 ITR 178 (Ker.) See also Natioral Federation of Insurance Field Workers of
Indiav. Union of India [2004] 135 Taxman 307 (Uttaranchal).
80. ig;.i;:-ﬁ nﬂi ?;crest;, see iaxm:an_x‘l‘s Master ‘Guide to Incormne-tax Rl._lles. In Al I._rm’ia P;{n,fab
Officers' Association v. Chairman-cum-Managing Director, Punjab National
fanfc[zmn] 190 Taxman 221/321 ITR 324 (MP), it was held that as per rule 3(7) Legislaturc
z;sklirr:tenda_ed to value concessional loap.fur purpose of arriving at value of concession by
gno mg e?-i ilfﬂpls l;:al_cu!am:;ll:f c;:l.lfference between SBI rate and rate paid by employee: there
In subrmission t determinati igite i - A .
comparing it to SBI PLR rate i arbitra?&on of perquisite in matter uf concessional loan by
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Provided that no value would be charged if such loans are made
available for medical treatment in respect of diseases specified inrule 3A
of these Rules or where the amount of loans are petty not exceeding in
the aggregate twenty thousand rupees: -

Provided further that where the benefit relates to the loans made
available far medical treatment referred to above, the exemption so
provided shall not apply to so much of the loan as bas been reimbursed
to the employee under any medical insurance schemne.

(i) Thevalueoftravelling, touring, accommodation and any other expenses
paid for or borne or reimbursed by the employer for any holiday availed
of by the employee or any member of his household, other than
concession or assistance referred to in rule 2B of these rules, shall be
determined as the sum equal to the amount of the expenditure incurred
by suchemployerinthat behalf. Where such facility is maintained by the
employer, and is not available uniformly to all employces, the value of
benefit shall be taken 1o be the value at which such facilities are offered
by other agencies te the public. Where the emplovee is on official tour
and the expenses areincurred in respect of any member of his houschold
accompanying him, the amount of expenditure so incurred shall also be
a fringe benefit or amenity:

Provided that where any official tour is extended as a vacation, the value
of such fringe benefit shall be limited to the expenses incurred in relation
to such extended period of stay or vacation. The amount so determined
shall be reduced by the amount, if any, paid or recovered from the
employee for such benefit or amenity.

(ii) The value of free food and non-alcoholic beverages provided by the

employer to an employee shall be the amount of expenditure incurred
by such empioyer. The amount so determined shall be reduced by the
amount, if any, paid or recavered from the employee for such benefit or
amenity:
Provided that nothing contained in this clause shall apply to free food
and non-alcoholic beverages provided by such employer during work-
ing hours at office or business premises or through paid vouchers which
are not transferable and usable only at eating joints, to the extent the
value thereof in either case does not exceed fifty rupees per meal or to
tea or snacks provided during working hours or to free food and non-
alcoholic beverages during working hours provided in a remote area or
an off-shore installation:

"=[Provided further that the exemption provided in the first proviso in
respect of free food and non-alcoholic beverage provided by such em-

80a. Inserted by the IT (Thirteenth Amdt) Rules, 2020, w.e.f. 1-4-2021 and shall accardingly apply
it relation to the assessment year 2021-22 and subsequent asscssment years,
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ployer through paid voucher shall not apply to an employee, beting an
assessee, who has exercised option under sub-section (5) of B ity
1158AC]

(i) The value of any gift, or voucher, or token In lieu of which such gife My
be received by the cmployee or by member of his houschelyg Iih
ceremonial occasions or otherwise from the employer shall be dege,

mined as the sum equal ta the amount of such gift:

Provided that where the value of such gift, voucher or token, as the ¢y,

may be, is below five thousand rupees in the aggregate during (,

previous year, the value of perquisite shall be taken as “nil",

(v} The amount of expenses including membershi;:- Fees and annual luey
incurred by the employee or any member of his household, which g,
charged to a credit card {including any add-on-card} provided by th,
employer, or otherwise, paid for or reimbursed by such employer shy);
be taken to be the value of perquisite chargeable to tax asreduced by th,
amount, if any paid or recovered from the employee for such benefit ¢
amenity:

Provided that there shall be no value of such benefit where cxpenses are

incurred wholly and exclusively for official purposes and the fullnwing

conditions are fulfilled:—

(@) complete details in respect of such expenditure are maintained by
the employer which may, inter alia, include the date of expenditure
and the nature of expenditure;

(5) the employer gives a certificate for such expenditure to the effect
that the same was incurred wholly and exclusively for the perfor-
mance of official duties.

(vi) (A) The value of benefit to the employee resulting from the payment or
reimbursement by the employer of any expenditure incurred (including
the amount of annual or periodical fee) in a club by him or by a member
of his household shall be determined to be the actual amount of
expenditure incurred or reimbursed by such employer on that account.
The amount so determined shall be reduced by the amount, if any paid
or recovered from the employee for such benefit or amenity:

Provided that where the employer has obtained corporate membership
of the club and the facility is enjoyed by the employee or any member
of his household, the value of perquisite shall not include the initial fee
paid for acquiring such corporate membership.

(B) Nothing contained in this clause shall apply if such expenditure is
incurred wholly and exclusively for business purposes and the following
conditions are fulfilled:—

(@) complete details in respect of such expenditure are maintained
by the employer which may, inter aliag, include the date ot
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expenditare, the nuture of expenditure nnd its business expedi-
Iy
() the cmployer gives a certificate for such expenditure to the ef fect

that the same was incurred wholly and exclusively for the
performance of official duties, ‘ '

() Nothing contained in this clause shall apply for use of health ciub,

sports and similar facilitics provided uniformly to all employees by the

cuployer.

(vid The value of benefit to the employee resulling from the use by the
cmplovee or any membor of his household of any movable asset (pther
than assets already specified in this rule and other than laptops and
computers) belonging to the employer or hired by him shall be deter-
mined at 10 per cent per annum of the actual cost of such asset or the
arnount of rent or charge paid or payable by the employer, as the case
may be, as reduced by the amount, if any, paid or recovered from the
emplovee for such use.

(vii) The value of benefit Lo the employee arising from the transfer of any
movable asset belonging to the employer directly or indirectly to the
employee or any member of his household shall be determined tobe the
amount representing the actual cost of such assets to the employer as
reduced by the cost of normal wear and tear calculated at the rate of
(0 per cent of such cost for each completed year during which such asset
was put to use by the employer and as further reduced by the amount,
if any, paid or recovered from the employee being the consideration for
such transfer:

Provided that in the case of computers and electronic items, the normal
wear and tear would be calculated at the rate of 50 per cent and in the
case of motor cars at the rate of 20 per cent by the reducing balance
method.

(ix) The value of any other benefit or amenity, service, right or privilege
provided by the employer shall be determined on the basis of cost to the
employer under an arm’s length transaction as reduced by the employee’s
contribution, if any :

Provided that nothing contained in this clause shall apply to the expenses
on telephones including a mobile phone actually incurred on behalf of
the employee hy the employer.
{8)() For the purposes of sub-clause (vi) of clause {2) of section 17, the fair mzu:ket
value of any specified security or sweat equity share, being an equity share in a
cempany, on the date on which the option is exercised by the employee, shall be
determined in accordance with the provisions of clause (i) or clause (if).
(i) In a case where, on the date of the exercising of the option, the share in the
company is listed on a recognized stock exchange, the fair market value shall be
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the average of the opening price and closing price of the share on that datc on th,
said stock exchange ; he share is li
oy i are is :

Provided that where, on the date of exercising of the Opti© rrl::(:t izfluc :h‘;'l;s;:_d “n
more than one recognized stock exchanges, the fair man the recognised o
average of opening price and closing price of the ;i‘lnﬂr?nﬂlhe share - et stock
exchange which records the highest volume of trading

Provided further that where, on the date of exercisingt ;i 11:::; ‘;ﬁ:&’; i'ha?::i ishn;,
trading in the share on any recognized stock exchange, shal|

’ d k exchangeonad
; ; nised stoc adate
@) the closing price of the share on any recog ) . o
@ closest to %hl::e date of exercising of the option and immediately prece ding

such date; or

(5) the closing price of
records the highest v
as on the date closest to i

immediately preceding such
nized stock exchange. q ‘
(i) In a case where, on the date of exercising of the option, the share a{n the com.
pany is not listed on a recognised stock exchange,.the fair market value shall be
such value of the share in the company as determined by a merchant banker op
the specified date.
(#v) For the purpose of this sub-rule—

(@) “closing price” of a share on a recognised stock exchange on a date shall
be the price of the last settlement on such date on such stock exchange

Provided that where the stock exchange quotes both “buy” and “sell”
prices, the closing price shall be the “sell” price of the last settlement;

the share on & recognised stoclf exchang_e, which
olume of trading in such share, if the ClDSlr}g Price,
he date of exercising of the option anqd
date, is recorded on more than one recog.

(5 “merchant banker” means category I merchant banker registered with
Securities and Exchange Board of India established under section 3 of
the Securities and Exchange Board of India Act, 1992 (15 of 1992);

(c) “opening price” of a share on a recognised stock exchange on a date shall
be the price of the first settlement on such date on such stock exchange :

Provided that where the stock exchange quotes both “buy” and “seli’
prices, the opening price shall be the “sell” price of the first settlement;

(d) *recognised stock exchange” shall have the same meaning assigned to it

in clause () of section 2*' of the Securities Contracts (Regulation) Act,
1956 (42 of 1956);

(e) “specified date” means,—
() the date of exercising of the option; or

81. For definition of “recognised stock e

ac - i - it ies € -
(Regulation} Act, 1956, see Appendix. hange” under section 2(f) of the Securitiex Cantracts
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(#) any date Eﬂrlicll‘ lhj’.m the date of the exercising of the optiun, nut
bemg_a_dalewluch is more than 180 days earlier than the date of the
exercising.

(@) For the purposes of sub-clause (vi) of clause (2) of section 17, the lair market
value of any specified security, not being an equity share in o company, on the

date on which the aplion is exercised by the employee, shall be such value as
determined by a merchant banker on the specified date.

ﬂphnarion.—For the purposes ofithis sub-rule, *merchant banker” and “specificd
date” shall have the meanings assigned to them in sub-clause () and sub-clause
(e) respectively of clause (iv} of sub-rule (8).

(10) This rule shall come into force with effect from the 1st day of April, 2009.
Expranarian.—For the purposes of this rule—

(9 *accommodation” includes a house, flat, farm house or part thercof, or
accommodation in a hotel, motel, service apartment, guest house,
caravan, mobile home, ship or other floating structure;

(i) “entertainment”includeshospitality of any kind and also, expenditurcon
business gifts other than free samples of the employers own product
with the aim of advertising to the general public;

(iii) “hotel” includes licensed accommodation in the nature of motel, scrvice
apartment or guest house;

{iv} "member of household” shall include—
(a) spouse(s),
() children and their spouses,
(¢) parents, and
(d) servants and dependants;
(v) “remote area”, for purposesof provisotothissub-rule means an arcathat

is located at least 40 kilometres away from a town having a population
not exceeding 20,000 based on latest published all-India census;

(vD “salary" includes the pay, allowances, bonus or commission payable
monthly or otherwise or any monetary payment, by whatever name
called from one or more employers, as the case may be, but does not
include the following, namely:—

(@) dearness allowance or dearness pay unless it enters into the compu-
tation of superannuation or retirement benefits of the employce
concerned;

() employer's contribution to the provident fund account of the
employee;

(¢) allowanees which are exempted from payment of tax;
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{(d) the value of perquisites specified in clause (2) of section 17 of the
Income-tax Act; B} -
(€) any payment or expenditure speciﬁc?.lly eKCI]UdEd‘:;J"DFIS'E:E:ScI ;u
sub-clause (i) of clause (2)* or proviso 10 € ause (4)e n 7
(i lump-sum payments received at the time of .termmatf:m of service
or superannuation or voluntary retirement, like g:ézuf;tg, sgverance
pay, leave encashment, voluntary retrenchment Den , Commuta.
tion of pension and similar payments; o
(vi)) *maximum outstanding monthly balance mdeans ftg:c?ugirogfh? out-
standing balance for each loan as on the last day O -

value In respect of medica]
2 Exemption of medical beaefits from perquisite
tr[ez;tmell:t of ]:::'escrlbed diseases or ailments in hospltals approved by the Chief

Commissioner. ' |
al to any hospital other than a hospital for Indian

3A. (1) ¥[In granting approv . th f sub
= eopathic treatment for the purposes of sub.
system of medicine and homocop <ub-clause (i) of clause (2) of section 17],

fﬂiﬁ;ﬁ?@;ﬂiﬁ;éﬁgﬁ I;s):t::mi:;’;‘:}hti?llself that the hospital is registered with the
local authority and fulfils the following requirements, namely :— N
() The building used for the hospital complies with the municipal bye-laws
in force.
(i) Therooms are well ventilated, lighted and are kept in clean and hygienic
conditions.
(ii) At least ten iron spring beds are provided for patients,
operation theatre is provided, with

(iv) At least one properly equipped >d, w
) feet and with a separate sterilisation

minimum floor space of 180 square
room.

(v) At least one labour room is provided, with minimum floor space of 180
square feet, in case the hospital provides medical service for maternity
cases.

(vi) Aseptic conditions are maintained in the operation theatre and the
labour room.

(vi} A duty room is provided for the nursing staff on duty.

(vifiiy Adequate space for storage of medicines, food articles, equipments, etc.,
is provided.

a2 .Insert::::ll é}y ﬂtiler}T(S(NiuelgeﬁdAmdlt;l} Rules, 1992, w.ef. 7-10-1992, Earlier rule 3A was
insert v the econ t.) Rules, 1985, w.ef 1-4-1985 i
(Arodt.) Rules, 1986, w.ef. 1-4-1986. and later omitted by the IT

83. Substituted for “In grantin,g appmva.l to any hosplta.l for the PUIposes of sub-c DS b) of
. . L ]. i

clause (I;} of the Proviso to clause (Zj of section 17* b}" the IT (Nineteenth Amdi ) Rules t’{:{”

- 7 iy . s PR = i

“Sub-clause (fif) of clause (2) of section 17 was omitted by the Finance Act, 2007, w.of. 1-4.2008
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(ix) The water used in the hospital or nursing home is fit for drinking,

(x) Adequate arrangements are made for j
patients.

(x) The hospital is provided with and maintains :—
(@) high pressure sterilizer and instrument sterilizer;
() oxygen cylinders and necessary attachments for giving oxygen;

(2) f-ldE‘}l'-‘late surgical equipments, instruments and apparatus includ-
Ing Intravenous apparatus;

solating septic and infectious

(d) a pathological laboratory for testing of blood, urine and stool;
(e) electro-cardiogram monitoring system:
() stand-by generator for use in case of power failure.

{(xi) There is at least one qualified doctor available on duty round the clock
for every twenty beds or fraction thereof.

(xii)) Inhospitals providing intensive care unit facilities, there are at least two

qualified doctors available on duty round the clock exclusively for such
intensive care unit.

(xiv) One nurse is on duty round the clock for every five beds or a Fraction
thereof.

(xv) In hospitals providing intensive care unit facilities, there are at least four

nurses provided exclusively for every four beds or fraction thereof for
such intensive care unit.

(xvi) The hospital maintains record of health of every patient containing
information about the patient’s name, address, occupation, sex, age, date
of admission, date of discharge, diagnosis of disease and treatment
undertaken.

“[{1A) In granting approval to any hospital for Indian system of medicine and
homoeopathic treatment for the purposes of sub-clause (b) of clause (i) of the
proviso to sub-clause (vi) of clause (2) of section 17, the Chief Commissioner shall
satisfy himself that the hospital fulfils the conditions specified vide Office Memo-
randum dated the 6th June, 200235, by the Department of Indian Systems of Medi-
cine and Homoeopathy, Ministry of Health and Family Welfare for approval of
private hospitals for Indian system of medicine and homoeopathic treatment to
Lentral Government Health Scheme beneficiaries and Central Government
employees. |

B

[

84. Inserted by the IT (Nineteenth Amdt.) Rules, 2004, w.e.f. 7-12-2004.
85. For text of Office Mernoraridum, dated 6-6-2002, see Taxmann's Master Guide to Income-1ax
Rules.
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(2} For the purpose of sub-clause (&) of clause (i) of the proviso to *{sub-clausc ;. he
of Jelause (2) of section 17, the prescribed diseases or ailments shall be the [ollowiy, 2
namely :—

(a) cancer;

() tuberculosis;

(¢) acquired immunity deficiency syndrome;

(d) disease or ailment of the heart, blood. lymph.glMdS. bOTl‘-‘l!'nar Fow,
respiratory system, central nervous sysicim, unnary system, liver, gal
bladder, digestive system, endocrine glan ds or theskin, requiring surgicy)
operation; N

() ailment or disease of the eye, ear, nose OF throalt, requiring surgical
operatior; ‘ .

(f fracture in any part of the skeletal system or dislocation of vertebrae
requiring surgical operation or orthopaedic treatmerndt;

(g) gynaecological or obstetric ailment or disease requiri'ing surgical opery-
tion, caesarean operation or lapcroscopic intervention,

¢/ ailmem or discase of the organs mentioned at (d), requiring medicql
treatment in a hospital for at least three continuous days;

(i) gynaecological or obstetric ailment or disease requiring medical 1rem.
ment in a hospital for a1 least three continuous days;

(/) bum injuries requiring medical treatment in a hospital for at lcast three
continuous days;

(k) mental disorder - neurotic or psychotic - requiring medical treatment in
a hospital for at least three continuous days:

() drug addiction requiring medical treatment in a hospital for at Jeast
seven continuous days;

{m7} anaphylactic shocks including insulin shocks, drug reactions and other

allergic manifestations requiring medical treatment in a hospital for at
least three continuous days.

Explanation—For the purpose of this rule,—

{(a) “qualified doctor” means a person who holds a degree recognised by the
Medical Council of India and is registered by the Medical Council of any
State;

(5 “nurse” means a person who holds a certificate of a recognised Nursing
Council and is registered under any law for the registration of nurses:

(¢) “surgical operation”includes treatment by modern methodology suchas
angioplasty, dialysis, lithotropsy, laser or Cryo-surgery. |

86. Inserted by the IT (Nineteenth AmdL) Rules, 2008, w.ef. 7-12-2004.
* ‘Sub-clause (1} uf* should be omitted.
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wsi[Annual accretion referred to in the sub-clause (viia) of clause (2) of section 17
of the Act.

3B. For the purposes of sub-clause (viia) of clause (2) of section 17 of the Ac,
annual accretion by way of intevesi, dividend or any other aniount of similar
yiature during the previous year (hereinafter in this rule referred to as the current
revious vear) to balam:_‘e to the credit of the fund or scheme referved toin sub-clause
vilj of clause (2) of section 17 of the Act shall be the amount or aggregate of arounts
computed in accordance with the following formula, namely:—

TP= (PC/2) X R+ (PC,+ TP )X R
Where,

TP= Taxable perquisite under sub-clause (viia) of clause (2 ) of section 17 of the
Act for the current previous year;

TP, = Aggregate of taxable perquisite under sub-clause (viia) of clause (2) of
section ‘r??f the Act for the previous year or years commencing on or after 1st
day of April, 2020 other than the current previous year (See Note);

PC = Amount or aggregate of amouyits of principal contribution made by the

employer in excess of Rs, 7.5 lakhs to the specified fund or scheme during the
previous year,

PC, = Amount or aggregate of amounts of principal contribution made by the
employer in excess of Rs. 7.5 lakhs to the specified fund or scheme for the
previaus year oryears commencing on or after 1stday of April, 2020 other than
the current previous year (See Note);

R =1/ Favg;

I = Amount or aggregate of amounts of income accrued during the current
previous year in the specified fund or scheme account;

Favg = (Amount or aggregate of amounts of balance to the credit of the
specified fund or scheme on the firstday of the current previous year+ Arount
oraggregate of amounts of balance to the credit of the specified fund or scheme
on the last day of the current previous year)/2.

Explanation—For the purposes of this rule, specified fund or scheme” shall mean
a fund or scheme referred to in sub-clause (vii} of clause (2) of section 17 of the Act.

Note: Where the amount or aggregate of amounts of TP, and PC, exceeds the amount or
aggregate of amouints of balance to the credit of the specified fund or scheme on the first
day of the current previgus year, then the amount in excess of the amount or aggregate
of amounts of the said balance shall be ignored for the purpose of computing the amount
or aggregate of amounis of TP, and PC,.]

86a_Inscried by the IT (First Amdt.) Rules, 2021, w.ef. 1-4-2021.
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B—Income [romt house property

“|Unrealised rent. NP L of section 23, -
“4. For the purposes of the Explanation belost @) ' all be equal to the amouny
amount of rent which the owner cannot rc_a_l:st.' ‘*L =~ 5o proved to b ioer o
rent payable but not paid by a tenant of the assesse
irrecoverable where,—
(a) the tenancy is bona fide;
() the defaulting tenant has v
him to vacate the property; . B,
(¢) the defaulting tenant is not in occupation of any other property of the
i eps to institute legal proceedings

onable st - 7
= ;heﬁlses f—iﬁtﬁ ct:;‘}];ﬁg 31:1;2133 rent or satisfies the Assessing Officer that
or

legal proceedings would be useless.]

acated, or steps have been taken to compy

i -2002 (ie., assessment years 2002-
i - the IT (Eighth Amdt.) Rules, 2001, wef. 1-4 i
e [51;[ 2?::;:3{:;:;110? to 1'{15 sgli'bstitution, rule 4, as amended by the IT (Fifth Amdt.) Rules, 1989,

w.r.el. 1-4-1988, read as under :

4. Unrealised rent.—Under clause (x) of sub-section (1) of section 24, deduction shall be

: : i i le under the head “Income
d of such part of income in respect of which tax is payab -
?;]-Iuﬁiousc property” as is equal to the amount of rent payable but not paid by a tenant of
the assessee and so proved to be lost and irrecoverable where—

(a) the tenancy is bowna fide; .

(b) the defaulting tenant has vacated, or steps have been taken to compel him to vacate
the property; .

(¢) the defaulting tenant is not in occupation of any other property of the assessee;

(d) the assessee has taken all reasonable steps to institute legal proceedings for the
recoverv of the unpaid rent or satisfies the Assessing Officer that legal proceedings
would be useless; and

(e) the annual value of the property to which the unpaid rent relates has been included in
the assessed income of the previous year during which that rent was due and tax has
been duly paid on such assessed income :

Provided that the deduction to be allowed on this account shall not exceed the income under

the head “Income from house property” included in the total income as computed without

making any deduction under this rule.’

88. Where tenant sets off rent due against damages for defective maintenance of premises,
landlord is not entitled to any deduction lowards unrealised rent - J70 v. Purshottam Lal
Roongata Family Welfare Trust[1996] 58 ITD 19 (Jp. - Trib.) (SB).

Where a suit for recovery is pending and it was not shown that tenant is not capable of
sam_sf}r:pg the dec‘ree, c_le;iuctmn is not admissible. The unrealised rent must be incapable of
realisation for being eligible for deduction - CITv. Airflo Transport (I) (P.) Ltd.[1991] 192 ITR

372 (Kar.). Where tenant deposited rent in court pursuant to the owner refusing 1o receive
it, and owner did not take all reasonable steps to institut legal i i

entiticd 1 . = P ute legal proceedings, owner is not

o any deduction towards unrealised rent - CIT v. Dejoo Tea C ;

] axman 17 (Cal.). Mere fact that landlord has insti d civil suit [
recovery of rent will not I . stituted civil suit for
T : o ‘ nol mean that rent is recoverable - Shree Niketean v CIT [1999] 104

axman (Guj.). For details, see Taxmann's Master Guide to Income-tax Rules
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DETERMINATION OF INCOME - PROFITS & GAINS OF BUSINESS R.5

C.—Profits and gains of business or profession

‘g[Deprecmﬂonw-
5. (1)Subjectto the provisions of sub-rule (2), the allowance under clause (i) of sub-

section (1) of section 32 in respect of depreciation of any block of assets shall be

calculated at the percentages specified in the second column of the Table in
appendix I to these rules on the w'ritten down value of such block of assets as are
used for the purposes of the business or profession of the assessee at any time
during the previous year :

90

mcﬁun 295(2)(d). Rule 5 has been substituted for the existing rule by the IT (Third Amdt)

Rules, 1987, w.e.f. 2-4-1987. Original rule 5 was amended by the IT (Third Amdt.} Rules, 1964,
IT {Sixth Amdt.) Rules, 1969 and IT (Fourth Amdt) Rules, 1971.

GENERAL: Pa_rﬁmnmﬂ_is competent to select and classify goods, and prescribe different rates
of depreciation - Titanturm Equipments & Anodes Mfg. Co. Lid v. Union of India{1994]207 ITR
566 {Mad.). Allowance of depreciation Is not dependent on genunineness or defective nature
of accounts - Allehabad Glass Works v. CIT[1961] 42 ITR 439 (AlL)/ B Appavu Pillai v. CIT
[1965] 58 ITR 622 (Mad.). Tribunal cannot take back the depreciation benefit allowed by the
Assessing Officer - MCorp Giobal (P} Ltd. v, CIT[2009] 178 Taxman 347 (SC).

OWNER : Anyone in possession of property in his own title exercising such dominion over the
property as would enable others being excluded therefrom and having right to use and
occupy the property and/or to enjoy its usufruct in his own right would be the owner of the
buildings though a formal deed of title may not have been executed and registered as
contemplaied by the Transier of Property Act, 1882, Registration Act, 1908 etc, - Mysore
Minerals Lid. v. CIT[1999] 106 Taxman 166/239 ITR 775 (SC). Registration is not necessary
when assessee became owner under court decree - Hotel Skylark & Restaurani (P} Lid, v. CIT
[1996] 221 ITR. 283 (Punj. & Hay.). Registration under Motor Vehicle Act is not a conclusive
evidence of ownership of vehicle - LC.D.8. Lid v. CIT[2013] 29 taxmann.com 129/212 Taxman
550 (SC). Registration under Motor Vehicles Act is not a pre-requisite for claiming deprecia-
tion an vehicles - CITv. Salkia Transport Associates [1983] 143 ITR 39/13 Taxman 191 (Cal)/
CITv. Dilip Singh Sardarsingh Bagga[1993] 201 TTR 995/[1994] 77 Taxman 66 (Bom.)/ CIT v.
Mirza Ataullaha Baig [1994] 76 Taxman 495 (Bom.). Registration of conveyance deed is not
necessary when assets are transferred to assessee by Government - CITv. Tamil Nadu Small
mdustries Develppment Corporation: Lid [1995] 211 TTR 550 (Mad.)/ CITv. Tamil Nadu Small
Industries Corporation Ltd. [1995] 215 ITR 834 (Mad.)/ CITv. Tamil Nadu Dairy Development
Corporation Lid. [1995] 216 ITR 535/[1996] 87 Taxman 1 (Mad.). Assessee would not be
entitled to the claim of depreciation on the consurmer durables which were leased by the
assessee [0 various customers, and of which assessee never hecame owner - Gowri Shankar
Finance Ltd. v. CIT[2001] 116 Taxman 375/ 248 ITR 713 (Ker.). Firm is entitled to depreciation
on assets contributed towards capital by partners, where partnership deed provided that the
assets would go back to pariners only when firm is dissolved - CITv. Amber Carporation[1974]
S5ITR 178 - CITv. Amber Corporation[1981] 127 ITR 29/5 Taxinan 56/[1994] 74 Taxman 302
{Raj.). Where an HUF used an asset for three months and then transferred the asset to a firm
as capital contribution, depreciation is not deniable to HUF - A M. Ponnuranga Mudabiarv. CIT
[1996] 88 Taxman 482 (Mad.). Depreciation is allowable to firm on trucks transferred as
capital contribution by partners, even though transport registration continued in the nasmies
of partners - CIT v. Navdurga Transport Co. [1999] 235 TTR. 158 (AlL). Company is entitled to
depreciation in case of assets purchased In name of directors - CITv. Varanasi Auro Sales (P.)
Ltd [2010] 190 Taxman 60 (AILL).

USER’ OF ASSET : ‘[ser’ of the asset need not be active use, and can even be passive nse -

Capital Bus Service (P.} Ltd. v. CIT[1980] 123 ITR 404/4 Taxman 309 (Delhi}/ Forest Industrics
(Comid un p 1.0
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(Cornicd from p, 181
Travancore Ltd v, CIT[1964] 51 ITR 329 (Ker.)/ Vishwanath Bhaskar Sathe

(Bom.)/ CIT v. India Tea & Timber Trading Ca. [1996] 221 ITR aswngm“bummnt _
(Gauhali). User of machinery {or trial production constitutes user far T i, Yy
CIT v. Union Carbide (I) Lid [2002) 124 Taxman 859/254 [TR 488 (Cal)/ Crrm ?P‘“*e_ 2 Ol by b
Prodicts [2010) 326 ITR 297 (AlL)/ CIT v, Escorts Tractors Lid [2015] 54 €rtthy &“It!q_
{Delhi)/ Kasha Cubidor Containers Ltd. v. Dy, CIT[2015] 53 taxmann.com, L
vien : ‘User’ means actual use and not passive use - CIT'v. Suhrid Geigy 144 [19811'1 [Q'hr..
183/[1982] 133 [TR 884 (Guj.)/ CIT'v. fiwaji Rao Sugar Co. Ltd. [1969] 71 1T 3 17 1, "
Venkatesh v. CIT[1937] SITR 626 (Nag.)/ CIT v. LK. Transport [1998] 231 FTR 7q, ) P g
152 (MF)/ Dy, CITv. Yellarnma Dassappa Hospital[2007] 159 Taxman 58 (Kar,y Ty, b
actually used and not merely ready to use - Dinesh Kuwar Gulabchand 4 vﬁﬂ" i
267 ITR 768/141 Taxman 62 (Bom.)]. ‘Use’ must be during the relevant accqq, o7 [
Liguidators of Pursa Ltd v. CIT[1954] 25 ITR 265 (SC)/ Central Pravinces Mangy ting g ]
Lid v. CIT[1937] 5 ITR 734 (Nag.). Asset need not be used throughout the yﬁr’:‘ﬂea&&
Sahana & Sons[1946) 14 ITR 106 (PaL)/ CITv. Motors & General Stores 1.4 [1946) 13 Y.5x
(Mad.)/ CITv. Dalmia Cement Lid. [1945] 13 ITR 415 (Pat.). Owner nced not niecesgy y1% By
user - C7T'v. Sarveshwar Nath Nigam|[1963] 48 ITR 853 (Punj.}/ CIT v, Associared Y be gy,
Ltd. [1968] 68 ITR 478 (Bom.). It is not requirement of section 32 that dgprmaﬁm%r
respect of any asset has to be allowed only if it continues to be used for purpgse, Em-% i
it was being used earlier - CIT v. Udaipur Distillery Co. Ltd (No. 2)[2004] 135 T whicy
268 ITR 446 (Raj.). When the assessee bona fide install any machinery and, 1o his msf, 487,
it becomes defective and non-functional, it cannot be said that the machinery is noy Gt
use for the purpose of business - CIT v. Sri Chamundeshwari Sugar Lid (2009] 183 .Ir,'mﬂltn
A commercial asset capable of being exploited by more than one person wif ]
L2y q

commercial asset even if it is temporarily put out of use or hired out - o1 i
Aluminiym Corporation Lid. [1989] 176 ITR 206/44 Taxman 195 (Cal). Steps taken m'mm‘"'
3

completed building into gear before shifting the business would be nothing but Puitting j
‘use’ - CITv. O.P. Khanna & Sons [1982] 10 Taxman 243/{1983] 140 ITR 558 (Punj, & Harm
Where business is set up, depreciation cannot be denied on the ground thai g "
production has not commenced - CITv. Kanoria General Dealers (P.) Lid. [1986] 159TTR 524/
26 Taxman 216 (Cal). Existence of asset is essential, and hence depreciation cannot be
allowed on asset which was destroyed - ELD Parry Ltd v. CIT 1996 Tax LR 648 (Mad.), Where
asset is used partly for business and partly for private purposes, depreciation Proportiogzte
to business use is to be allowed - CIT'v, Sobharam Jokhirant [1960] 39 ITR 299 (Pat). Kolhy
and Karkais are entitled to depreciation for full year even if they are let out fora part of the
year - CTY'v. Sarveshwar Nath Nigarn [1963] 48 ITR 853 (Punj.), CIT v. Banarsi Dass & Sons
[1966] 61 ITR 414 (Punj). Usage of asset by assessee himself is not required to claim
depreciation; in case of leasing of vehicle, while asset is directly used by lessee-company, it
is user in course of business with reference to leasing company - LCD.S. Lid v. CIT[2013]8
taxmann.com 129/212 Taxman 550 (SC). Depreciation is admissible on business assets cased
out - Sadhucharan Roy Chowdhury, In re [1935] 3 ITR 114 (Cal)/Margalagiri 5n
Urmamaheswara Gin & Rice Factory Ltd, v. CIT 2 ITC 251 (Mad.). Depreciation is admissitie
on buildings and furniture let out in the course of carrying on hotel business - CITv. Boscito
Bros. Ltd [1940] 8 ITR 41 (Mad.). Assessee engaged in leasing out generatorsis entitled todai®
depreciation on generators not returned after expiry of lease period.due to lock-out ln.lﬂﬂ_#:
factory - Hindustan Gas & Industries Ltd. v. CIT[1995] 79 Taxypan 151 (Cal). Depreciatt®
admissible on assets under repairs - C77'v. G.N. Agrawal [1994] 75 Taxman 30 (Bor)/ KEET
Visram & Sons (Gujarat) (P) Ltd. v. CIT [1994] 209 ITR 993/(1995] 79 Taxman 112 (Gu:
Where factory was under lock-out during entire previous year, depreciation is not adm“:dd
- CIT'v. Oriental Coal Co. Ltd.[1994] 206 ITR 682/76 Taxman 240 (Cal). Ass@:&es was €07

te depreciation on its R&D assets though part of assessee’s business remair o 1
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—-”__——}—ﬂ-‘—j'—__'__

“..ﬁ"d 'an # " ¥ - '
" relevant previous year - CIT'v. Udaipur Disiillary Co. Lid. (No. 3)(2004] 134 Taxman 616 /268

[TR 451 (Raj.). If the block of nssets acquired by the assesace.c # . .

yeal i nppltcdhl: t:l'l‘lplllé}"-‘d for the purpasc of business :";‘?I:Lt ;z;:m]?is l:l'l;lultlg :I::IEII};WC;:?
(ur ISP days. L . t woulc make the ngsessec cligible for full depreciation. The cJ': ru:ssionj: t
touse’ in Pm""l”"‘l ll:; section 32(1) dovs nut mean ‘exploited for 180 duys’ ‘f’hc mncl;tmc uoﬁ?d
not be used on all days and every day, right through the year from the date on which ::15 first
put to use. There may be normal working hours even during a day. There may be holidays
intervening the 180 dj;’& If the depreciation allowance is to be caleulaled only w31flh ref r:rem}:;:
to the ucllu;!l_ume or day the machinery was actually used, the provision for depreciation will
juse its significance - SIV Industries Ltd v. Dy, CIT[2008] 306 ITR 114/[2009] 176 Taxman 442
(Mnd.). User Cﬂﬂd.lt_mn \'t'ht'n applied 1o block af assets, it would mean use of black of assets
and not any S_P?le": building, machinery, plant or furniture in said block of assets - C/T v
pharat Aluminien Co. Lid. [2010] 187 Toxman 141 (Delhi). ' '

FOR THE P‘IJII.POSE OF '_BUEI?IBSS : A‘s long as asset is utilized for purpose of business of
pssesses, requirement of section 32 will stand satisfied, notwithstanding non-usage of asset
jtsell by assessee - LCD.S, Lid v. CIT[2013) 212 Taxeman 550/29 taxmann.com 129 (SC).

Usage of asset by assessee himself is not required to claim depreciation; in case of leasing of
vehicle, while asset is directly used by lessee <company, it is Eer in CDI.;IEE of business ‘vfrilh
reference to leasing/lessor company - LCD.S. Ltd v. CIT [2013] 212 Taxman 550/29
taxmanncom 129 (SC).

: Where income is estimated at flat rate/net profit rate, depreciation is separatel
allowable - CIT v, Bisharnbhar Duyal & Co.[1994] 74 Tagman 123 {AlLI;fLaH Camrm.::fan Ci
v. Asstt. CIT [2015] 54 taxmann.com 68 (P&H). In tea business, only 40 per cent of the

ation is deductible while computing written down value - CITv. Surman Fea & Phavood
industries (B.) Ltd [1993] 204 ITR 719/71 Taxman 622 (Csl) Assets acquired under hire-
purchase are eligible for depreciation, subject to certain conditions - Circular No. 9, dared
23-3-1943 read with Letter F. Na 27 (20)-IT/5%, dated 26-6-1959 Under hire purchase

ent, depreciation is allowable to the user - CIT v. Nagpur Golden Transport Ca.[1998]
233 TITR 389 (DElhi) Foreign maotor cars used in package tours by tour operators or travel
agents are eligible for depreciation - Circular No. 609, dated 29-7-1991. Fittings in employees’
residences are eligible for depreciation - Letter . No. 10/14/66 - IT{A-I), dated I12-12-1966.Law
as it stands an 1st April of the relevant financial year must be applied - CIT'v, Mirza Ataullaha
Baig [1993] 202 ITR 291/[1994] 76 Taxman 495 (Bom.}/ S.P. Jaiswal Estates (P) Ltd. v. CIT
[1994] 75 Taxman 298 (Cal.)/C/Tv. 8. Palaviiswarrry [1996] 219 ITR 380 (Mad.). Depreciation
on assets acquired in earlier years for which no rate was prescribed in those years can be
claimed in a later year after rate is prescribed - CIT'v. Shri Vallabh Gloss Works Ltd. [1994]
207 ITR 983 (Guj.). Where assessee purchases trucks for which payment is made partly out
of own funds and balance out of loan repayable in monthly instalments, property in the
vehicles passes on to the assessee as saon as sale is made - CITv. Mirza Alatllaha Baig1994]
76 Taxman 495 (Bom.). Improvements of a permanent nature made to house properties taken
on lease by an assessee whose main business was taking such properties on lease and renting
themn out, are assets entitling to depreciation - CITv. Chandra Agro(F.) Ltd [1979]117ITR 25!
{All). Where assessee had by an agreement with vendor purchased an undertaking and also
had taken over accrued and future gratuity liability of vendor for a consideration, assessee’s
claim that since amount towards gratuity was capital expenditure, it was entitled to
depreciation on said sum, was not allowable since gratuity liability taken over by assessee did

not fall under any of categories specified in section 32 - CITv. Hoogly Mills Co, Ltd. [2006] 157
Taxman 347/287 ITR 333 (SC). Where assessee has not claimed depreciation on assets in
are agricultural in nature, but in a later year,

earlier years under the belief that its activities
such activities were held as non-agricultural, asscssee can claim depreciation on the original
actual cost and not on any notional cost - CITv. Hybrid Rice International (P.) Ltd [2009] 185
Taxman 25 (Delhi). For details, see Taxmann’s Master Guide to Income-tax Rules.

Hoentid. an p 1.06)
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() Nff“”“‘-“'”t't-‘“HJern'n'r'n'rh has exercised option anider sily e, ”””f'f;u‘
section THISBA, or wntcler sub-section (5) of section SUAA, o Htieley ’--'n':
SCChon (7) of section 1ISRAR: o

fi” an I'WHfl"l‘f;hm,’ v Ertivlad sisdtotilil ’(”””-f.,_, u‘hf"h haw CXCre ] npum,
under sub-scction (5) of section TISBAC: o

Mi) aco- perative society resident in hadia whideh has exercived optio, Hhvile,
sub-section (5) of section 115BA1:

Pro\rided fll'l‘lhEl‘ :!J“rl ff”‘ l'}r‘-' ’””?H,_“-‘-.'“f.n'('”‘HH .’ fﬁ;!'ifif"l. iffhf‘fﬂ”fﬂ‘lﬂ””ffHﬂrﬁﬂr;"‘
are satisfied, H:HH:'{'I'.'—

(i) option under sub-section (5) thereof is exercised for a previows y,,,
relevant to the assessment year beginning on the st day of Aprif 202(,
(ii) there is a depreciation allowance, in respect of a block of asset, from any
carlicrassessimentyearorallowance of unabsorbed depreciation deem, i
so undersection 72A, whicfiis attributable to the provisions in clayse fiia)
of sub-section (1) of section 32; and
(ii) such depreciation or allowance for unabsorbed depreciation is py
allowed to be set off under clause (i) or clause (iii) of sub-section (2)
thereof, the written down value of the block of asset as on the Ist day of
April, 2019 shall be increased by such depreciation or allowance for
unabsorbed depreciation not allowed to be set off:

Provided also that, for the purposes of section 115BAC and section 115BAD, if the
following conditions are satisfied, nanely:—

(i) the option under sub-section (5) of the respective section is exercised for
a previous year relevant to the assessment year beginning on the Ist day
of April, 2021;

(Conid. from p 1.65)

. 8

Circular No. 9/2014, dated 23-4-2014 has clarified that the cost of construction on develop-
ment of infrastructure facility of roads/highways under BOT projects may be amortized and
claimed as allowable business expenditure under the Act. This circular is applicable only to
those projects whose ownership is not vested with the assessee under the agreement. For
details, see Taxmann'’s Master Guide to Income-tax Rules.

Substituted by the IT (Twenty-second Amdt.) Rules, 2020, w.ef. 1-10-2020. Prior to its
substitution, proviso, as inserted by the IT (Twenty-ninth Amdt.) Rules, 2016, w.r.e.f. 1-4-2016,
read as under :

“Provided that in case of a domestic company which has exercised option under sub-section
(4) of section 115BA, the allowance under clause (#7) of sub-section (1) of section 32 in respect
of depreciation of any block of assets entitled to more than forty per cent shall be restricted
to forty per cent on the written down value of such block of assets.”
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di) ;herfs is a depreciation allowance, in respect of a block of asset, from any
e.:.:rher assessment year which is attributable to the provisions in clause
fiia) of sub-section (1) of section 32; and

fiii) such depreciation is not allowed to be set off under sub-clause (a) of

clause (ii) of sub-section (2) of section 1 158A * _secii
(2) of section 115BAD, f Corclause (ii) of sub-section

;he+wrirren down value of the block of assetas on the Ist day of April, 2020shall
be increased by such depreciation not allowed 1o be set off ]

21(1A) The 3310‘-’"3:1'1‘:_'3 under clause {4) of sub-section (1) of section 32 of the Act in
respect of depreciation of assets acquired on or after 1st day of April, 1997 shall be
calculated at the percentage specified in the second column of the Table in
Appendix IA of these rules on the actual cost thereof 1o the assessee as are used for
the purposes of the business of the agsessee at any time during the previous year :

Provided that the apgregate depreciation allowed in respect of any asset for
different assessment years shall not exceed the actual cost of the said asset

Provided further that the Emdertaking specified in clause (i) of sub-section (1) of
section 32 of the Act may, instead of the depreciation specified in Appendix IA, at
its option, be allowed depreciation under sub-rule (1) read with Appendix I, if such

option is exercised before the due date for furnishing the return of income® under
sub-section (1) of section 139 of the Act,

(@} for the assessment year 1998-99, in the case of an undertaking which
began to generate power prior to 1st day of April, 1997; and

(b) for the assessment year relevant to the previous year in which it begins
to generate power, in case of any other undertaking :

Provided also that any such option once exercised shall be final and shall apply 1o
all the subseguent assessment years.]

(2) Where any new machinery or plant isinstalled during the previous year relevant
to the assessment year commencing on or after the 1st day of April, 1988, for the
purposes of business of manufacture or production of any article or thing and such
article or thing—
(@) is manufactured or produced by using any technology (including any
process) or other know-how developed in, or

(B is an article or thing invented in,

alaboratory owned or financed by the Government or a laboratory owned by
a public sector company or a University or an institution recognised in this

behalf by the Secretary, Department of Scientific and Industrial Research,
Government of India,

92. Inserted by the IT (Twelfth Amdt) Rules, 1997, wr.ef. 2-4-1997.
33. Filing of return of income within prescribed time under section 139(1) along with audit report
has to be treated as an option exercised by assessee in terms of second proviso te rule 5(1A)

for claiming depreciation - CIT v, Kikani Exports (P.) Ltd [2015) 55 taxmann.com 428/230
Taxman 217 (Mad.). For details, see Taxmann's Master Guide to Income-tax Rules.



R. BA INCOME-TAX RULES, 1962 1.6g

block of assets qualifying f,,;

such plant or machinery shall be treated as a part of down value, if the following

depreciation at the rate of *[401 per cent of written
conditions arce fullilled, namely :—
() theright to use such Lechnology (in
how or o manufacture or produ suc!
acquired from the owner of such labora

from such vwner .
isi _or the income of
(60 the return furnished by the assessee ijurhm mc;:lmf:f ; 2y Drevious el;}-
other person in respect of which he is BssesSaue, B8 R0 amiad
i ich the said machinery or plant is acquUIres, . am
in which the sal retary, Department of Scientific and

by a ®certificate from the Secl of India, to the effect that such anticle

tri h, Governmern : ‘
E'E:L!?I:g?slriicj;:ctured or produced by using such technology (includ.

ing any process) or other know-how developed in ;::.lxch laboratory orig
angartic]e or thing invented in such laboratory ; an

for the purpose of business of

" = . d
1t machinery or plant is not used pose of b 5
‘o $:nufaclure or production of any article or thing specified in the listin

the Eleventh Schedule to the Act.

Explanation—For the purposes of this sub-rule,— " N
- i ' t” tory ownied by
slaboratory financed by the Government” mearns a lapora \ -
@ a::y ‘I;Lii}? E’l cluding a society registered underthe Sqmenes Registration
Act, 1860 (21 of 1860)], and financed wholly or mainly by the Govem-

ment ;

(3) “public sector company” means any corporation established by or under
any Central, State or Provincial Act or a Government company® as
defined in section 617 of the Companies Act, 1956 (1 of 1956); and

(¢) “University® means a University established or incorporated by or under
a Central, State or Provincial Act and includes an institution declared
under section 3 of the University Granis Comrnission Act, 1956 (3 of
1956), to be a University for the purposes of that Act.]

ding any process) of other knoy,.
?: sufh article or thing has beey,
y or any person deriving tiile

“[Porm of report by an accountant for claiming deduction under section 32(1)(fia).

5A. The report from an accountant which is required to be furnished by the

assessee under the third proviso to clause (ia) of sub-section (1) of section 32
shall be in Form No. 3AA.]

94. Substituted for 50" by the IT {Tenth Amdt) Rules, 1991, w.ef, 1-4-1992.

93. See Press Release containing guidelines for issue of certi etails axmann
i ert : ’
Master Guide to Income-tax Rules, Hficate. For d see T ’

26. Now section 2(45) of the Companies Act, 2013, see Appendix.
97. Inserted by the IT (Fourteenth Amdt.) Rules, 2002, w.ef. 1-4-2003,
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4 “Prescribed authority for Invesiment allowance.

[3AA.] ::::h::;:’tﬁ‘i?;?'i: l:li Egb-acct.iun (2B} of section 32A, the “prescribed

C mw cfre‘ﬂ]'}. D A «-t - X - Ry .
wrial Research) Government of India.] cpartment of *{Scicntific and Indus
{Report of audit of accounts to be furnished under sectjon 32AB(5).*

SAB. The report of audit of the nccounts of an
furnished under su

3AAA]]

*[Report of audit of accounts to be furnished under section 33AB(2).

5AC. The report of audit ol the accounts
furnished under sub-section (2) of s

Bos et | assessee, which is required 1o be
section (3) of sectiun 32AB shall be in [Form No.

of an assessee, which is required to he
cetion 33AB shall be in Form No. 3AC]
TReport of audit of accounts to be furnished under section J3ABA(2).

5AD. The report of nudit of the accounts of an assessee, which is required (o be
furnished under sub-section (2) of section 33ABA, shall be in Form N, 3AD,]
(Development rebate.”

5B. Thededuction to be allowed by way of development rebate in respect of any

ship or machinery or plant referred 1o in sub-section (1A) of section 33 shall
be a sum equivalent to—

'9[(a) in the case of any such ship—

() where the ship is acquired by the assessce at any time before the
expiry of seven years from the date she was built, thirty per cent of
the actual cost of the ship te the assessee ; and

(i) inany other case, twenty per cent of the actual cust of the ship to the
assessee ;]

g8. Inserted as rule 5A by the IT (Fifth Amdt) Rules, 1977, w.ef. 1-4-1978,

98, See section 295(2Xg). No investment allowance is available quz machinery installed afier
31-3-1990 - see SO 233(E), dated 19-3-1990.

1. Existing rule 5A renumbered as rule SAA by the IT (Fourteenth Armdt.) Rules, 2002, w.e.l.
1-4.2003. Rule SAA was originally inserted by the IT (Amdt) Rules, 1961, wel. 1-4-1981 and
later on omitied by the IT (Third Amdt) Rules, 1987, w.ef. 2-4-1987,

2. Substuned for “Science and Technology™ by the IT (Seventh Amdt) Rules, 1985, w.elf.
6-1-1985.

Inserfed by the IT (Sixth Amdt) Rules, 1986, w.e.f. 1-4-1987.

Deduction under section 32AB was available only for the assessment years 1987-88 1o
1990-91,

Substituted for “Form No. 3AA" by the IT (Fourteenth Amdt) Rules, 2002, w.ef. 1-4-2003.
Inserted by the IT (Second Amdt) Rules, 1992, welf. 14-1-1992,

Inserted by the IT (Twenty-fourth Amdt.) Rules, 1999, wed. 30-6-1999,

Inserted by the IT {Amdt.) Rules, 1955 as rule 5A and later renumbered by the IT (Filih Amdi)
Rules, 1977, w.ef. 1-4-1978.

No rebate is available gua machinery installed after 31-5-1974.

10. Substituted by the IT (Sixth Amdt) Rules, 1965.

bl o
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i t

(B) in the case of any such machinery or plant installed after the 315t dq, of

March, 1964—

(/ whereitisinstalled be

of business of mining Ct_h o P

: , CSSEE }
machinery or plant to the as |
er cent of the actual cost of the machme,-y or

fore the 1st day of April, 1966, for the PUrpose,
oal, twenty per cent of the actual cost Of the

(i) inany othercase,tenp
plant to the assessec.

Explanation.—In this rule, “actual cos
clause (/) of section 43.]

1[Guidelines, form and manner in resp
(iii) of sub-section (1) of section 35.

L] L] al —_—

SC. (1} An application for approva., | |

(1) (3 under clause (i) *[or clause (ii)] of s‘u!:-sectmn (1)3D£ Fsef:nun 35byg
13[***] research association in duplicate in Form No. -I:

; i1 h-section (1) of section 35 by 4
] der clause (#) or clause (i) uf. sut ' _
" E?ﬁvfrsity, college or other institution 1n duplicate in Form No. 3CF.J],

shall be made, at any time during the financial year immediately pre:-cef:ling the
assessment year from which the approval is so-ug!'lt,_to_ the Comm:ssm]_:er of
Income-tax or the Director of Income-tax having jurisdiction over the applicant.

(2) Annexure to the application [in] Form No. 3CF-I shall be filled out if the asso.
ciation claims exemption under clause (27) of section 10 of the Income-tax Act,

(3) The applicant shall send a copy of the application in Form No. 3CF_—I or, as the
case may be, Form No. 3CF-II to Member (IT), Central Board of'Dlrect '!‘axes
accompanied by the acknowledgement receipt as evidence of having furnished
the application form in duplicate in the office of the Commissioner of Income-tax
or tbe Director of Income-tax having jurisdiction over the case.

(4} The period of one year, as specified in the fourth proviso to sub-section (1) of
section 35, before the expiry of which approval is to be granted or the application
is to be rejected by the Central Government shall be reckoned from the end of the

month in which the application form from the applicant for approval is received in
the office of Member (IT), Central Board of Direct Taxes.

(5) If any defect is noticed in the application in Form No. 3CF-I or Form No. 3CF-II
or if any relevant document is not attached thereto, the Commissioner of Income-
tax or, as the case may be, the Director of Income-tax shall serve a deficiency

letter on the applicant before the expiry of one month from the date of receipt of
the application form in his office.

(6) The appﬁcaqt shall remove the deficiency within a period of fifteen days from
the date of service of the deficiency letter or within such further period which, on

¢* shall have the meaning assigned to jt

ect of approval under clause (ii) and clayg,

11. Rules 5C to SE inserted by the IT {Twelfth Amdt.) Rules, 2006, w.e f. 30- 10-2006.
12. Inserted by the IT (Fourth Amdt.) Rules, 2011, w.ef 5-4.2011.
13. Word “scientific” omitted, ibid
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an application made in this beh
period for removal of deficie

ber (IT), Central Board of Direct T;:::UHE the application as invalid to the Mem-

7} The Central Governm ; s
:;‘icln as invalid. © ent, if satisfied, May pass an order treating the applica-

éxpiry of the period of three months t0 be reck .
which the application form was received ur;e ﬁjﬂfﬁg o the end of the month in

(9) The Eentral Government may before granting approval under ci ]
clause (i) shall call for such documents or infurmaggu from r.h:ra;;lif:nilgs{;:

may consider necessary and may get any inquiry made for verificat!
genuineness of the activity of the applicant. uiry erification of the

(10) The Central Government may, under sub-section (1) of section 35, issue the
notification to be published in the Official Gazette granting approval 1o the asso-
ciation or university or college or other institution or for reasons to be recorded in
writing reject the application.

(11) The Central Government may withdraw the approval granted under clause
(#) or clause (i)} of sub-section (1) of section 35 if it is satisfied that the '{"*"]
research association or university or college or other institution has ceased its
activities or its activities are not genuine or are not being carried out in accor-
dance with all or any of the conditions under rule 5D or rule 5E.

(12) No order treating the application as invalid or rejecting the application or
withdrawing the approval, shall be passed without giving a reasonable opportu-
nity of being heard to the '*[***] research association or university or college or
other institution.

(13) A copy of the order invalidating or rejecting the application or withdrawing
the approval shall be communicated to the applicant, the Assessing Officer and
the Commissioner of Income-tax or, as the case may be, the Director of Income-
tax.

'S{Conditions subject to which approval is to be granted to a research association
under clause (1i) or clause (i#!) of sub-section (1) of section 35.

5D. (I)The sole object of the applicant research association shall be to undertaks
scientific research or research in social science or statistical research, as the
case may be,

14, Ward “scientific” omitted by the IT (Fourth Amdt.) Rules, 2011, w.e.f. 5-4-2011.
15. Substituted, ibid Earlier rnile 5D was inserted by the IT (Twelfth Amdt) Rules, 2006, w o i
30-10-2006 and amended by the IT (Second Amdt.) Rules, 2009, w.e.f. 1-4-2009.
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{2) The applicant research association chall carry on the research activity by itsej[.

(3) The research association seeking approval under clause (i) or clause (iif) of sy,

. A Ny and get such books aud;

section (1) of section 35 shall maintain books of accountand g C ted
i in the Explanationto sub-section (2) of section 288 a5

by an accountant as defined in the Explan@fiol, 0 e o g1y such accountant to thg

furnish the report of such audit duty sign i T
Cﬂmmissionelt? of Income-tax or the Director of Income-tax having jurisdiction over

the case, by the due date of furnishing the return of income under sub-section (1)

of section 139.

(4) The research association shall maintain a separate staternent of donationg

i ount applied for scientific research orresearchin social science or

;f:t?gﬁ:ila?ei;h andP;wpy of such statement duly certified by the auditor shal]
\nv the report of audit referred to in sub-rule 3)- ‘
(5) The research association shall, by the due date of furnislu_ng the é‘etu:n'oflmcome
under sub-section (1) of section 139, furnish 2 statement to the Commissioner of
Income-tax or Director of Income-tax containing— _ . |

(i) adetailed note on the research work undertaken by it during the previous

ycar: a o - L] ¥
(i) a sumnary of research articles published in national or internationa]

journals during the year; _ _ st

(iify any patentor other similar rights applied for or reglstef'ed uring the year,

(iv) programme of research projects tabe undertaken during the forthcoming
year and the financial allocation for such programme. ‘ o

(6)If the Commissioner of Income-tax or the Director of Income-1ax15 satisfied that

the research association,—
(&) is not maintaining books of account, or
() has failed to furnish its audit report, or
(¢) has not furnished its statement of the sums reqeived and the sums applied
for scientific research or research in <ocial science or statistical research
or a statement referred to in sub-rule (5), or
(d) hasceased tocarTy on its research activities, orits activities are not genuine,
ar
(&) is not fulfilling the conditions subject to which approval was granted to it,
he may after making appropriate enquiries furnish a report on the circumstances
referred toin clauses (a) to {€) ahove to the Central Government within six months
from the date of furnishing the return of income under sub-section (1) of section
139.]
Conditlons subject to which approval is to be granted to a University, College or
other Institution under clause (if) and clause (iii) of sub-section (1) of section 35.

SE. (1) The sum paid to a university, college or other institation shall be used for
scientific research and research in social science or statistical research.

{2) The applicant gniver:.sity, college or other institution shall carry out scientific
research, research in social science or statistical research through its faculty mem-
bers or its enrolled students.

(3)A university or college or other institution approved under clause (i) or clause
(iif) of sub-section (1} of section 35 shall maintain separate books of account in
respect af the surms received by it for scientific research or, as the case may be, lor
research in social science or statistical research, reflect therein the am ount used
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for Fm?mﬁ]ﬂ‘gxmfaf CP:_gEt such books of account audited by an accountant, as
defined int s ¢ du]p Ination tosub-section (2) of section 288 and furnish the rep’orl
of such at:xlu;r lhy ]S;ig:’Ed and verified by such accountant to the Commissioner of
Incqgli- i rniih ) Et:}lor of Incumr_:—tax having jurisdiction over the case, by the
due date @ nishing the return of income under sub-section (1) of section 139.
(4) The university or college or other institution shall maintain a separate state-
me:: tnﬁigﬁlﬁllorfeﬁf}?l?i ani the amount used for research and a Eopy of such
f;?ef-m T 1o in s}::b-rru]lel?z)_ y the auditor shall accompany the report of audit
18[(4A) The university, college or other institution shall '
ing the return of income under sub-section (1) of secti‘ot;lylt:l’:; ?;t:n?:f:?;ia?msﬂt-
to the Commissioner of Income-tax or Director of lncome-ta:x Comain_mg_eme

) a detailed not . .
(2 Srevious year:e on the research work undertaken by it during the
(i) a summary of research articl . - . . )
journals during the year: cles published in national or international
(ii1) an;rr patent or other similar rights applied for or registered during the
year,
(iv) programme of research projectsto be undertaken during the forthcom-
ing year and the financial allocation for such programme.] '
(5} If the Cgmm_lssioner of Income-tax or the Director of Income-tax is satisfied
that the university or college or other institution,—
(d) is not maintaining separate backs of account for research activities, or

() has failed to furnish its audit report, or
(c) has not furnished its statement of the sums received and the sums used
for research 'qor a statement referred to in sub-rule (4A)] or
(d) has ceased to carry on its research activities, or its activities are not
genuine, or
(e) is not fulfilling the conditions subject to which approval was granted to
it,
he may after making appropriate enquiries furnish a report on the circumstances
referred to in clauses (@) to (¢) above to the Central Government within six months
from the date of furnishing the return of income under section 13%(1 )]
'[Prescribed authorlty, guidelines, form, manner and conditions for approval
under clause (iia) of sub-section (1) of sectlon as.
S5F. (1) For the purposes of clause (i) of sub-section (1) of section 35, the pres-
cribed authority shall be the Chief Commissioner of Income-tax having

jurisdiction aver the applicant.

(2) Guidelines, form and manner in respect of approval under clause (#z) of sub-

section (1) of section 35 shall be as un;ller :T-_] (i of subscetion (1) of
icati or aj val under clause (i@} Of sub-seclion 0

“ :élct?c?rl: l;ga]l;.;c:: ci;mpaigfrghal] be made in du;_)licate' in Form No. 3CF-II],

to the Comsnissioner of Income-tax having jurisdiction over the appli-

cant, ai any time during the financial year immediately preceding the

assessment year from which the approval is sought.

16. Inserted by the IT (Second Amdt.) Rules, 2009, w.ef. 1-4-2009.
17. Inserted by the IT (Tenth Amdt.) Rules, 2008, wef. 1-4-2009.
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() The applicant shallsend a

{(c} Every notification un

(4

(e) Theapplicant shal

(H The Chief Commissioner of Inco

(g) If the application form is complete

(%) The Chief Commissi

(9
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lication in Form No. 3CF.xy,

i i i ledgem .
th ibed authority, accompanied y the acknow! €Nt Tece]
asi:ﬂgifme of having fr.};.rnished the application form 1n cfup:hcale in ﬂl::
Office of the Comrnissioner of Income-tax having jurisdiction over th,
case. . '
der clause (iia) of 51.1b-sect‘ 11:1)111 1,{;:;(’ secn(én 35 shay
i d or an order rejecting the application s ssed within 5
l-,:r-ii&:;:;:llI euf twelve months from the end of the month in which the
application was received in the Office of the Chief Commissioner ¢f
Income-tax.
If any defect is noticed in the app
relevant document is not attac
Income-tax shall serve a deficiency letter on
expiry of one month from the date of receipt o

his office. o _ .

| remove the deficiency within a period of filteen day
ervice of the deficiency lefter or within such further
period which, on an application made in this behalf may be extended, so
however, that the total period for removal of deficiency does not exceed
thirty days, and if the applicant fails to remove the deficiency within the
period of ti:iny days so allowed, the Commissioner of Income-tax shaj]
send his recommendation ta the Chief Commissioner of Income-tax for

treating the application as invalid. N
me-tax may, after examining the re-

se (&), pass an order that the applica-

copy of the app

lication in Form No. 3CF-III or if any
hed thereto, the Commissioner gf
the applicant before the
f the application form iy,

from the date of s

commendations referred to in clau
tion is invalid.

in all respects, the Commissioner of
Income-tax may, make such inquiry as he may consider necessary
regarding the genuineness of the activity of the company and send his
recommendation to the Chief Commissioner of Income-tax for grant of
approval or rejection of the application before the expiry of the period
of three months to be reckoned from the end of the month in which the

ived in his office.

application form was rece
oner of Income-tax may, before granting approval

ub-section (1) of section 35, call for such documents
the applicant as it considers necessary and may get
rification of the genuineness of the activity of the

underclause (fa)of s
or information from
any inquiry made forve

applicant.
The Chief Commissioner of Income-tax may, under sub-section (1) of

section 35, issue the notification to be published in the Official Gazette
granting approval to the company or for reasons to be recorded in
writing reject the application.

(7 The Chief Commissioner of Inco

me-tax may withdraw the approval

anted under clause (#iq) of sub-section (1) of section 35 if heis satisfied

gr

that the company has ceased to carry on its activities or its activities arc
not genuine or are not being carried on in accordance with all or any of
the conditions under this rule :

Provided that no order treating the application as invalid or rejecting the
application or withdrawing the approval shall be passed without giving
a reasonable opportunity of being heard to the company.



1.78 DETERMINATION OF INCOME - PROFITS & GAINS OF BUSINESS R. 5F

(A) !\1.'11]'1\-1‘-i theorderinvalidating or rejecting the application or withdraw-

gl

e approval shall be communicated to the applicant, the Assessing

OHicer and the Commissioner of Income-tax.
(N Approval to o company under clause (ida) of sub-section (1) of section 35 shall

b

. eubicet to the tollowing conditions, namely —

(@) The sum paid to the company shall be used for scientific research;

(0 The applicant company shall carry on scientific rescarch through its
own emplovees using its own assets;

() A company approved under clause (iia) of sub-section (1) of section 35
shall maintain separate books of account in respect of the sums received
by it for scientitic research, reflect thercin the amount used for carrving
on rescarch, get such books of account audited by an accountant, and
furnish the report of such audit duly signed and verified by such
accountant to the Commissioner of Income-tax having jurisdiction over
the case, by the due date of furnishing the return of income under sub-
section (1) of section 139,

Explanation—For the purpose of this clause “accountant” shall have the
same meaning as assigned to it in Explanation to sub-section (2) of
section 288 of the Act.

(d) The company shall maintain a separate statement of donations received
and the amount used for research and a copy of such statement dulv
certified by the auditor shall accompany the report of audit referred 1o
in sub-rule (3).

(¢) Subsequent to approval, the company shall, every vear, by the due date
of furnishing the return of income under sub-section (1) of section 139,
furnish a statement to the Commissioner of Income-tax containing the
following information, namely :—

(1)
(1)
(if1)

(1v)

a detailed note on the research work undertaken by 1t during the
previous year;

a summary of research articles published in national or interna-
tional journals during the year;

any patents or other similar rights applied for or registered during
the vear;

programme of research projects to be undertaken during the
forthcoming year and the financial allocation for such subjects.

(/) If the Commissioner of Income-tax is satisfied that the company —

(1)

(ii)
( 111)

(1v)
(v)

is not maintaining separate books of account for research activities,
or

has [ailed to furnish its audit report, or

has not furnished its statement of the sums received and the sums
used for research, or a statement referred to in sub-clause (¢), or
has ceased to carry on its research activities, or its activities are not
genuine, or

is not fulfilling the conditions subject to which approval was granted
toit,

he may after making appropriate enquiries, furnish a report on the
circumstances referred to in sub-clauses (i) to (v) to the jurisdictional
Chief Commissioner of Income-tax within six months from the date of

furnishing the return of income under sub-section (1) of section 139.]
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7Option form fo

INCOME-TAXRL LES (<2 | i
-4

r taxation of income from patent under section 11SBBF,

-jsing the option tor taxation of iIncome by —
. o

SG. (1) Forthe purposes of exerc _ ! .
, N ¢ developed and registered in India by an el
et o

assessae under
dulv verified in the m
the eligible assessee In t

rovaliv in respect of a paten
t section 115BBF. the

anner indicated
he following manner, name
(D electronically under digital sign:nmx‘;:n' _
(i) electronically through electronic veritication code.

rule (1) shall be complete in all respects and fu

eligible assessee shall furnish Form No, 3¢p
therein. and the same shall be fumish, b
h—

Mishey

5 ferred insub-

(2) The form re et : Jow sub-sect .

on or before the due date specified in Explanarion2 below sub-section (D) of seqyj,
for the relevant assessment Year, in case th,

(3)

of

6.

Exemptions) in concurrence wi
Industrial Research, Government

=[(1A) For the purposes of sub-section (
shall be—

130 for furnishing the return of income
opt

jon is exercised for that assessment Year. 1
The Direcior General of Income-1ax (Systems) shall specify the proced ;
for ensuring secure capture and transmyjs.

formats and standards for the purposes : ; ‘
sion of data and shall also be responsible for evolving and implementing appropr.

ate security, archival

and retrieval policies in relation to furnishing and venification
the Form referred in sub-rule (1).]

:bed authority= for expenditure on scientific research.
ub-section (1) and sub-section (24) of)

ses of 2 [F[clause (1) l:"f]s’
(1) For the purposes 1 shall be the Director General (Income-tay

ion 33, the prescribed authority tenti
section 3 P th the Secretary, Department of Scientific and

of India.
2AA) of section 35, the prescribed authority

al Laboratory ora University oran Indian Institute
of Technology, the head of the National Laboratory or the University or

the Indian Institute of Technology, as the case may be: and
(b) in the case of a specified person, the Principal Scientific Adviser to the

Government of India.]

(a) inthe caseof aNation

on (2AB) of section 33, the prescribed authority

34(1B) For the purposes of sub-sect
shall be the Secretary, Department of Scientific and Industrial Research.]

(2)

=1l

18.
19.

20.
21.
22,

24,
25.

Inserted by the IT (Fifth Amdt) Rules, 2017, w.ef. 1-4-2017.
Substituted by the IT (Eighth Amdt.) Rules, 1989, w.e.f. 23-8-1989. Earlier, rule 6 was amended

by the IT (Second Amdt.) Rules, 1971, IT (Fifth Amdt.) Rules, 1974, IT (Seventh Amdt.) Rules,
1977, IT (Sixth Amndt.) Rules, 1980, IT (Fourth Amdt) Rules, 1982, w.ef. 1-6-1982 and IT

(Seventh Amdt) Rules, 1985, w.ef. 6-1-1985.

See section 295(2)( 2).

Inserted by the IT (Ninth Amdt.) Rules, 1996, w.r.ef. 1-10-1996.

Inserted by the IT (Twentyv-second Amdt.) Rules, 1999, w.e.f. 25-6-1999.

Substituted by the IT (Eighteenth Amdt.) Rules, 2001, w.e.f. 8-8-2001. Prior to its substitution,

sub-rule (1A), as inserted by the IT (Ninth Amdt) Rules, 1996, w.r.e.f. 1-10-1996, read as

under :
*(1A) For the purposes of sub-section (2AA) of section 35, the prescribed authority shall be the

head of the National Laboratory or the University or the Indian Institute of Technology, as

the case may be."

Inse:rled by the IT (Fifth Amdr.) Rules, 1998, w.e.f. 1-4-1998.

Omitted by the IT (Twelfth Amdt.) Rules, 2006, w.e.f. 30-10-2006. Prior to omission, sub-rule
(2) read as under:

*(2) The application required to be furnished by a scientific or industrial research organisation
or institution under clause (i) or (ifi) of sub-section (1) of section 35 shall be in Form No. 3CF”
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(3) The application for obtaining approval under sub-section (2AA) of section 33
shall be made by a sponsor in Form No. 3CG.

Explanation—For the purposes of this rule *sponsor” means a person who makes
an application in Form No. 3CG\]

1|(4) The apl?ﬁcation required 1o be furnished by a company under sub-section
(2AB) of section 35 shall be in Form No. 3CK.?) §

3[(5) The head of the National Laboratory or the University or the Indian Institute
of Technology *or the Principal Scientific Adviser to the Government of India]
shall, if he is satisficd that it is feasible to carry out the scientific research
programme then, subject to other conditions prescribed in this rule and section
35(2AA) of the Act, pass an order in writing in Form No. 3CH:

Provided “that a reasonable opportunity of being heard shall be granted to the
sponsor before rejecting an application :

Provided further that an order under this rule shall be passed within two months of
the receipt of the application under sub-rule (1A):]

Y[Provided also that the Principal Scientific Adviser 10 the Government of India
may authorise an officer who is not below the rank of a Deputy Secretary to issue
such order, after the scientific research programme has been approved by him.]

3[(5A) The prescribed authority shall, if he is satisfied that the conditions provided
in this rule and in sub-section (2AB) of section 35 of the Act are Fulfilled, pass an

order in writing in Forrn No. 3CM*:

26. Inserted by the IT (Sixteenth Amdt.) Rules, 1993, w.el. 159-1993,

27. Inserted by the [T (Fifth Amdt.) Rules, 1998, w.el 1-4-1998. Earlier, sub-rule (4), as inserted
by the IT (Sixteenth Amdt) Rules, 1993, w.el. 15-6-1993 and later on omitied by the FT (Ninth
Amdt.) Rules, 1996, w.ref. 1-10-1996, read as under :

“(d) The Secretary, Department of Scientific and Industrial Research shall, within eight weeks
of the receipt of an application in Form No. 3CG, communicate his decision on each

application to the Director General {Income-tax Exemptions).”

28, In PCP Chemicals (P) Lid v. ITG[2017] 88 taxmann.com 5/168 ITD 26 (Mum. - Trib.) it was
held that in order to claim weighted deduction under section 35(2AB), appraval of R&D
facility by competent authority in prescribed format is mandatory.
In that case as per certificate issued by the competent authority in Form 3CM, the assessee’s
R&D facility had been approved for period from [-4-2011 to 31-3-2013 on basis of application

filed by the assessee in prescribed Form 3CK on 12-8-2011. It was held that the assessee was
not entitled for weighted deduction towards its R&D expenditure for the assessment year
2011-12, For details, see Taxmann's Master Guide to Income-tax Rules.

29. Substituted by the IT (Ninth Amdt) Rules, 1396, wrek 1-10-1996. Prior to its substitution,
sub-rule (5), as inserted by the IT (Sixteenth Amdt) Rules, 1993, w.ef. 15-9-1993, read as

under :

! i eral (Income-tax Exemptions) shall within four weeks of the receipt of
ﬂﬂ:ﬁﬁgvgﬂd by%:n: Secretary, Departmpmm:l of Scientific and Industrial Research,
issue an order of approval of programme in Form No, 3CH"

30. Inserted by the IT (Bighteenth Amdt.) Rules, 2001, w.c.f. §-8-2001.

3l. Tnserted by the IT (Twelfth Amdi) Rules, 2004, w.ef. 25-10-2004.

32. Inserted by the IT (Fifth Amdt) Rules, 1998, w.ef. 1-4.1998.

3. In Minilec India (P) Ltd v. Asstt Cﬂ[uzms] 93 taxmann.com 213/ 171 ITD 124 (Puac - Trib)
it was held that if recognition to facility given by prescribed authority which is mandate of
section 35(2AK) is maintained, assessee has to be accorded deduction under section 35(2AB);
non-receipt of Form No. 3CM is at

best a procedural lapse and is not fatal for denial of claim
of deduction under section 35(2AB). For details, see Taxmann's Master Guide to Income-tax
Rules.

“that’ is provided by Editor.
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of being heard shall be granted to the

E’mvlded that a rensonable opportunity
u: :[TII:‘]IN before rejecting an application.]
Indian Institute of Technology or

*[(6) The Nationnl Laboratory, » University, !
specilied person] shall issue o receipt of payment for carTying out an approved
programme of scienti dor sub-section (2AA) in Form No. 3C1]

on (ZAA) shall be SUbjECl i the

[ie research unde
¥[(7) Approval of a programme under sub-secti
following conditions —

(@) The programme should not relate purely to market research, sales
promotion, quality control, lesting _carlnmert:lgl production, style
changes, routine data collection or aetivities of a like nature;

(& The prescribed authority shall submit its report to the “ancipal Chief
Commissioner of In hief Commissioner o Income-tax or

General of Income-tax or Director General of In-
Jin Form No. 3CJ within

come-tax or Chie
Principal Director :
come-tax having jurisdiction over the spONSOT, '

ting approval to the

a period of three months from the date of gran

cer authorised by the prescribed authority, being

programme:
*[Provided that the of fi !
Adviser to the Government of India, under sub-

pal Chief Commmissioner

the Principal Scientific mn
ch report to the *{Princi
ax or Principal Direc-

rule (5) shall subrmil su
hief Commissioner of Income-t
ral of Income-tax having

of Income-tax or €
tor General of Income-tax or Director Gene
jurisdiction over the sponsork]
{¢) The sponsor and the National Laboratory, [ UniversiLy, Indian Institute
of Technology or specified person], as the case may be, shall submiit to
the *{Princip er of Income-tax or Chief Commis-

a] Chief Commission
sioner of Income-tax or Princip of Income-tax or
e-tax having jurisdiction over

al Director General
Director General of Incom the sponsor] 2
gress of implementation of the approved

yearly statement showing l!:am
programme and actuals of expenditure incurred thereon;
(d) The prescribed authority shallnot extend the duration of the programme
or approve any escalation in cosis;
te of Technology

The National Laboratory, [ University, [ndian Institu
or specified person]. as the case may be, shall maintain 8 separale

the [T (Twenty-sixth Amdt.) .7-1999. Prior 10
as inserted by the IT (Fifth w.el, 1-41998,

(e
Rules, 1999, wel. 5
Amdt.) Rules, 1998,

14, Second proviso omitted by
its omission, second proviso,
read as under :

«Provided further that an order under this rule shall be passed within
receipt of application under sub-rule (3).”
35. Inserted by the IT (Sixteenth AmdL) Rules, 1993, w.ef. 15-0-1893.
36. Substituted for “University or Indian Institute of Technology® by the IT (Eighteenlh Amdt)
001. Earlier, the quoled words were inserted by the IT {Eleventh

Rules, 2001, wel. B-R-2
3-11-1994,

Amdt) Rules, 1994, wel 2
17, Substituted by the IT {Ninth Amdt.) Rules, 1396, wrelf 1-10-
ed by the IT (Sixteenth Amdt.) Rules, 1993, we

sub-rule (7} was insert
nended by the IT (Eleventh Amdt,) Rules, 1994, w.ef. 23-11-1994.
18. Substituted for "Director General (Incame-tax Exemptions)” by the IT (Tenth Amdt.) Rules:
2016, w.ef. 1-7-2016.
39, Inserted by the IT (Twelfth Amdt) Rules, 2004, w.e.f. 25-10-2004.
ty or Indian Institute of Technology" by the IT (Eighteenth Aawdt)

40. Substituted for "Universi
Raules, 2001, w.ef. 8-8-2001.

two months of the

1996, Prior (o itS gobstituHon
f. 15-9-1993 and later
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account foreach approved programme ; which shall be audited annually
B;Tﬂd a copy thereof shall be furnished to the “[Principal Chief Commis-
sioner of Income-tax or Chief Commissioner of Income-tax or Principal
Director General of Income-tax or Director General of Income-tax

having jurisdiction over the sponsor] by 31st day of October of each
succeeding year;

Assets acquired by the prescribed authority for executing the approved
programme shall not be disposed of without the approval of the

[Principal Chief Commissioner of ncome-tax or Chief Commissioner
of Income-tax or Principal Director General of Income-tax or Director
General of Income-tax having jurisdiction over the sponsor];

On completion of the approved programme, a completion certificate
alo_ng with a copy of the report on the research activities carried out and
salient features of the result obtained and its further application for
commercial exploitation shall be jointly submitted by the sponsor and
the National Laboratory, ¥ University, Indian Institute of Technology or
specified person] to the “[Principal Chief Commissioner of Income-tax
or Chief Commissioner of Income-tax or Principal Director General of
Income-tax or Director General of Income-tax having jurisdiction over
the sponsor];

(%) Acopy ofthe audited statement of accounts forthe approved programme

shall be submitted by the Head of the National Laboratory, University or
Indian Institute of Technology “[or the Principal Scientific Advisertothe
Government of India] to the *[Principal Chief Commissioner of Income-
tax or Chief Commissioner of Income-tax or Principal Director General
of Income-tax or Director General of Income-tax having jurisdiction
over the sponsor}within six months of the completion of the programme. ]

“((7A) Approval of expenditure incurred on in-house research and development
facility by a company under sub-section {2AB) of section 35 shall be subject to the
following conditions, namely :—

() Thefacilityshouldnotrelate;mrelytumarketresearchsalespmmatiun,

quality control, testing, commercial production, style changes, routine
data collection or activities of a like nature;

“[(B) The prescribed authority shall furnish electronically its report,—

() in relation to the approval of in-house research and development
facility in Part A of Form No. 3CL;

41. 'Substilutled for "Director General (Income-tax Exemptions)” by the IT (Tenth Amdt.} Rules,

2016,

w.afl. 1-7-2016,

42. Substituted for “University or Indian Institute of Technology” by the IT (Fighteenth Amdt.}
Rules, 2001, w.e.f. 8-8-2001.

43. Ingerted by the IT (Fighteenth Amdt,) Rules, 2001, w.e£. 8-8-2001.

44, Tnserted by the IT (Fifth Amdi) Rules, 1998, wed. 1-4-1995, _ .

45, Substituted by the IT (Teath Amdt) Rules, 2016, w.ef. 1-7-2016. Prior to its substitution,

clause {b) read as under:

. b

The prescribed authority shall submit its report in relation to the approval of in-house
Research and Development facility in Form No. 3CL 10 the Director General (Income-
tax Exemptions) within sixty days of its granting approval”
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(i)} quantifving the expenditure incurred on in-house research
development facility by the company during the previous \'earmd
eligible for weighted deduction under sub-section (2AB) of gl

35 of the Act in Part B of Form No. 3CL; L
{ba) The reportin Form No. 3CL referred to in clause (&) shall be furmis) o
electronically by the prescribed authority to the Principal Chief ¢
missioner of Income-tax or Chief Commissioner of Income-tay
Principal Director General of Income-tax or Director General of 1::
come-tax having jurisdiction over such company within ene hundpeg
and twenty days*,—
{#) of the grant of the approv
clause (6%
(i) of the submission of the audi

clause {#) of clause (b)]
te account for each approved

(¢) The company shall maintain a separa
facility; which shall be audited annually and “Ta report of audit in Form
No. 3CLA shall be furnished electronically to the Secretary, Department

of Scientific and Industrial Research on or before the due date specified
in Explanation 2 tosub-sec tion (1)of section 139 of the Act for furnishing
the return of income, for each succeeding year].

Explanation : For the purposes of this sub-rule the expression “audited”
means the audit of accounts by an accouniant, as defined in the
Explanation below sub-section {2) of section 288 of the Income-lax Ac,

1961;
t of development of scientific research and

(d) Assets acquired in respec
development facility shall not be disposed of without the approvalof the
Secretary, Department of Scientific and Industrial Research.]

+#[(8) For the purposes of this rule, the Principal Director General of Income-tax

i edures, formats and standards for ensuring secure

(Systems) shall specify the proc

and shall also be responsible for the day-to-day
ailg'sttratian in relation to furnishing the information in the manner so speci-
fied }
+[Expenditure for obtaining right to use spectrum for tel
6A. (1) For the purpose of section 35ABA, the term “pavment

made” shall mean,—
ted and been allowed by the Department of

(@) where an assessee has op
Telecommunications, Government of India to make full upfront pay-
RS taxmann.com 80/250 Taxman L

46. In CIT v. Sun Pharmuveutical Industries Lid [2017] :
(Guj.} it was held that where assessee, engaged in resezrch and development of phamau;:i'
tical uets, claimed deduction under section 35(2AB), in view of [acy that research a
development Facility had been approved by prescribed authority in proper format, L&, I-‘_um:
3CM, merely because said authority failed to send intimation to dupartment in Form i o
would mot be reason enough to deprive assessees cluim of deduction, For details, 26
Taxmann's Master Guide to Income-tax Rules. N

the Secretary, Department of i‘}ru‘f;l:l'l'-l

37. Subslituted for “a copy thereuf shall be furnished to ] ,
and Industrial Research by 31st dav of October of each succeeding yvar by the

Amdt) Rules, 2016, wef. i-7-2016.
48. Inserted by the IT (Tenth Amdt.) Rules, 2006, wef, 1-7-2016. . A was
49, Inserted by the IT (Twenty-fourth Amdt.) Rules, 2016, wef. 410-2016, Earlicr, rule r:u:.ll r
inserted by the IT (Third Amdt.) Rules, 1970 and later on amended by the IT(Ses "'ni}f,'q ‘t el
Rules, |9 9;??, o 1.11.1977 and omitted by the IT (Thirty-sccond Amdt.) Rues, 1995
19.]]-1999.

n

al, in a case referred to in sub-clause {j of

t report, in a case referred to in sy

ecommunication services.
has actually been
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ment of spectrum fee, the actual payment of expenditure irrespective of
the previous year in which the liability for the expenditure was incurred
according to the method of accounting regularly employed by the
assessee;

(#) where an assessee has opted and been allowed by the Department of
Telecommunications, Government of India to make deferred payment,
the amount which would have been payable by the assessee had he
opted for full upfront payment of spectrum fee irrespective of the
previous year in which the liability for ihe expenditure was incurred
according to the method of accounting regularly employed by the
assessee.

(2) In case of deferred payment referred te in clause (#) of sub-rule (1), where
there is failure by the assessee to comnply with any of the conditions specified by
the scheme of the Department of Telecommunications, Government of India and
Department of Telecommunications terminates the allotment or assigneent of
spectrum, the Assessing Officer shall, in exercise of power vesied in him under
sub-section (3) of section 35ABA shall re-compute the total income of the assessee
for the previous year in which the deduction has been claimed and granted to him
by deeming that,—
() thetotalamount of spectrum fee paid uptothe date of termination is the
amount of “payment actually been made™;
(i) the spectrum was in force up to the date of its termination for the
purpose of computing “relevant previous year" ]
Prescribed activities for export markets development allowance.
“6AA. [Omitted by the IT (Thirty-second Amdt.) Rules, 1999, w.e.f. 19-11-1999]
*'’*Preacribed aathority for the purposes of sections 35CC* and 35CCA™.

*{6AAA.] For the purposes of section 35CC and section 35CCA—

50. Prior toits omission, rule 6AA, as inserted by the IT (Eighth Amdt.) Rules, 1981, w.e.f. 1-8-1981
and later on amended by the IT (Third Amdt.) Rudes, 1982, w.ef, 27-5-1982,

51. Substituted by the IT (Third Amdt.) Rules, 1979, w.c.f. 1-6-1979, Original rule was inserted as
rule 6AA by the IT (Fourth Amdt.) Rules, 1977, w.e.f. 1-9-1977 and later substituted by the IT
(Sixth Amdt,) Rules, 1978, w.ef. 1-6-1978.

32, Seesection 29%(2)g).

33, ?ftmn 35CC has since been omitted by the Direct Tax Laws (Amendment) Act, 1987, w.ef,

-1989.

4. Nottfied income-tax authorities :In exercise of the powers conferred by section 35CCA of the
Income-tax Act, 1961 read with rule 6AAA of the Income-tax Rules, 1962, the Central Board
of Direct Taxes empowers the income-tax authorities specified in column munber (2) of the

Schedule hereto annexed to be the C]uimmof‘hﬂummiﬂeefathen}ammofm
35CCA for the States/Union Territories specified in column number (3) of the said Schedule :
SCHEDULE
_ optieg £, it st B

No. - .- L LA e ma i G

L Chief Commissioner of Income-tax, Kolkata-I West Hangal

2 Chief Commissioner of Income-tax, Delhi-l Delhi

3. Chief Commissioner of Income-tax, Chandigarh Punjab

4. Chief Commissioner of Income-tax, Jaipur Rajasthan
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(9 the “prescribed authority” to ap
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the programime c‘::-lf rurlal develop,
- N .- 15CC and in clause (q)

ed to in sub-section (1) of section - . of

E?-;er::izl:{ )] chr section 35CCA shall bethe Com mittee consisting of the

following mamel” Commissioner] of Income-tax wh
jef Commissioner OF ho
@ :::rz[su?l; urist?iction over the Stateor, as the case may be, th? Union
territory in which the programme of rural development is to be
carried out—Chairmar; o the Go
t below the rank of a Secretary tO 11 vernmen of
@ g—ﬂeosfgigr;?as the case may be, the Union teyﬂtor_v in which the
programme of (ural development is to be carried out—Member,
e an association or institution

prove

- . - ity* to approv
(i) the prescribed authority” 10 ?g;qfsuh-se*ﬂﬂon (1) of section 35CCA

.. Provided that where in a case whether falling und
. more Commissioners exercise juris
Union territory, the Board may, byno

s Chief Cornmisstoner or Commissioner)

ed to in clause (@) or clause ‘

;;faﬁlnire the Commitfee consisting of the following, namely i—

(@) The *[Chief Commmissioner or Commissioner] of Income-tax, who
exercises jurisdiction over the State or, asthe case may be,.the.Unign
territory in whichthe principal office of the association orinstitution
is situated—Chairman,

(b} An officer not below the rank of a Secretary to the Government of
the State ar, as the case may be, the Union terTitory in which the
principal office of the association or institution is situated—
Merber:

er clause (§ or clause (i} two or

diction over the State or, as the case may be, the
sification in the Official Gazette, empower the
specified in this behalf to be the Chairman

of the Comnittee.
Explanation—In this rule, “programme of rural development” shall have the
meaning assigned to it in the Explanation to sub-section {1) of section 35CC of the

Income-tax Act.]

I B 1

tCanud. from p. 1.81) '

,' fU } 12) - - .I J--,_s1.,.—1__ {u,“ —-‘._ ."';_'{'"ﬁ"‘;"'-“p) Cl " __l
5. Chief Commissioner of Income-tax, Ahn&dmw =4 J.E G:umt e
6. Chief Commissioner of Income-tax, Mumbai-l |, -~ . Anharashira -
7. Chief Commissioner of Income-iax, Bang,alclre-'l :,': Kﬂtnp.laka [
8. Chief Commissioner of Income-tax, Th;ruvananthapu.ta:ﬁ
9.  Chief Commissiaper of Income-tax, Hyderabad-I. _ - Andhra Pradesh
10.  Chief Commissioner of Income-tax, Chermai-I . Tamil Nadu
11.  Chief Commissioner of Income-tax, Bhopal Madhya Pradesh
i2.  Chief Commissioner of Income-tax, Lucknow-I Uttar )lr’radﬁl'l
13.  Chief Cornmissioner of Income-tax, Guwahati - --- - Notification

B @m{ﬂmﬂ
" 11-2-2005.

——

55, Renumbered by the IT (Eighth Amdt) Rules, 1981, wee . WRT I

56. Substituted for "Commissioner” by the IT (Fifth Amdt.) Rules, 1989, w:.:.i';.' 1-4-1988.
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gtatement of expenditure for clalming deductlon under section 35CC.
wgAAR.| (haitted by the IT (Thirty-second Amdt.) Rules, 1999, w.e.f 19-11-1992]
« “"Prescribed authority for the purposes of section 35CCB.

6AAC. Fourihc purposes of section 35CCB, the *prescribed authority” shall be the
Secretary, Department of Environment, Government of India.]

m[m[Guldellnea for approval of agriculiural extenslon project under section 38CCC.

6AAD. [l) The :agricultura] ¢xiension project shall be considered for notification
if it fulfils all of the following conditions, namely :—

() the project shall be undertaken by an assessce § . :
and guidance of farmers; Y ¢ for training, education

(i) the praject shall have prior approval of the Mini .
Government of India; and P of the Ministry of Agriculture,

amended by the IT (Sixth Amdt.) Rules, 1986, wef. 1-4-1987, read as under:
*6AAB. Statemment of expenditure for claiming deduction under section 35CC—The state-
ment of expenditure required to be furnished under sub-section (3) of section 35CC shall
be in Form No. 3AB.”
58. Inserted by the IT (Sixth Amdt.) Rules, 1982, w.e.f. 26-6-1982.
59. See section 295(2)g).
0. Rules 6AAD and 6AAE inserted by the IT (Fourth Amdt.) Rules, 2013, w.ef. 30-5-2013.
_ Substituted by the IT (Third Amdt.) Rules, 2014, w.e.f. 21-3-2014. Prior to its substitution,
rule 6AAD read as under :
-6AAD. Guidelines for approval of agricultural extension project under section 350CC.—(1)
The agricultural extension praject shall be considered for notification if it fulfils all of the
following conditions namely:—
(i) the project shall be undertaken by an assessee for training, education and guidance of

%7. Prior to its omission, rule 6AAB, as inserted by the IT (Amdt) Rules, 1978 and later on (

farmers;
(i) the project shall have prior approval of the Ministry of Agriculture, Government of
India; and
rure in the nature of cost of any tand or building)

(i) the expenditure {(not being expendi
exceeding an amount of twenty-five

project. o _
(2) An assessee, before undertaking any agricultural extension project, s_ha]l make an
application for notification of such project under sub-section (1) of section 35CCC, in
duplicate, in Form No. 3C-0, to the Commissioner of Income-tax or the Director of Income-

tax, as the case may be, having jurisdiction over the assessee.
application in Form No. 3C-0 to the Member (IT),

(3}'I1leassasseeshallal505endacopyuf the :
Central Board of Direct Taxes (hereinafter referred to as the CBDT) .accumpa:med h;r the
acknowledgement receipt, as evidence of having furnished the application form in duplicate,
in the office of the Commissioner of Income-tax or the Director of Income-tax, as the case may
be, having jurisdiction over the case.

the following, namely :—

(4) The application shall be accompanied by
nston project to be undertaken by the assessee;

(@) a detailed note on the agricultural exte :
(5 details of the expenditure expected to be incurred on the project and expected date of

completion of the project; and
fContd on p LEA

lakh rupees is expected to be incurred for the
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(if) an expenditure (not being expenditure in the nature of cfjst of any lang
or building) exceeding the ulnuu_nl ol twenty-live lakh rupeeg i
expected to be incurred for the project.

4l extension project, an assessce shall Mmake

2 Before swtaking any agricultur .
(2) Before tmdertaking any-ag Member (IT), Central Board of Direct Taxeq

an application in Form No. 3C-0 to the i
for notification of such project under sub-scction

(3) The application re

(1) of section 35CCC.

ferred to in sub-rule (2) shall be accompanied by the following,

namely :—

(@) adetailed note on the agricult ural extension project to be undertaken by

the assessec;

fCmind frown p § B3 -
nd specilying the amount of expenditure expected to be

y sller ‘oving the project &
et 3&3‘:1-1Elzl;:lut;;:.n;:zjtfl f':'um the Ministry of Agricullture, Guvurnmcn* of India,
(5) If any defect is noticed in the application referred to in sub-rule (2) or if any relevany
document is not attached thereto, the Commissioner of Income-tax or the Director of
Income-tax, as the case may be, shall, before the expiry of one month from the date of receipy
of the application in his office, intimate the defect to the applicant for its rectification.

move the defect within a period of fifteen days from the date of such

™ T i & ‘I'l:lH e
(6) The applicant shall re application made in this behalf, as may

intimation or within such further peried which, on an ‘
be extended by the Commissioner of Income-tax or the Director of Income-tax, as the case

mav be. so however, that the total period for removal of defect does not exceed thirty days,
and if the applicant fails to remove the defect within such period so allowed, the Commis-
sioner of Income-tax or the Director of Income-tax, as the case may be, shall send his
recommendation for treating the application as invalid to the CBDT.

(7) On receipt of recommendation of the Commissioner of Income-tax or the Director of
Income-tax, as the case may be, under sub-rule (6), the CBDT, if satisfied, may pass an order

treating the application as invalid.
(8) If the application form is complete in all respects, the Commissioner of Income-tax or the
Director of Income-tax, as the case may be, may make such inquiry or call for such documents
from the assessee as he may consider necessary for satisfying himself regarding the
genuineness of the current and proposed activities of the assessee, and send his recommen-
dation to the CBDT for grant of approval or rejection of the application before the expiry of
the peried of two months to be reckoned from the end of the month in which the application
form complete in all respects was received in his office.
(9) The CBDT may, before notifying an agricultural extension project under section 35CCC,
call for such documents from the assessee, as it considers necessary, and may also get any
inquiry made for verification of the genuineness of the activities of the assessee.
(10) The CBDT may, within a period of three months from the end of the month in which it
receives the report referred to in sub-rule (8) from the Commissioner of Income-tax or the
Director of Income-tax, as the case may be, under sub-section (1) of section 35CCC, issue a
notification in Form No. 3CP to be published in the Official Gazette specifying the agricultural
extension project subject to conditions mentioned in rule 6AAE or such other conditions, as
it may deem fit, to be effective for such period not exceeding three assessment years or pass
an order rejecting the application.
(11)If the CBDT is satisfied with the activities of the agricultural extension project during the
period of notification, it may notify the said project for a further period.
(12) A copy of the notification issued under sub-rule (10) or sub-rule (11) shall be sent to the
applicant, Ministry of Agriculture, Government of India, the Commissioner of Income-tax or
the Director of Income-tax, as the case may be, the Department of Agriculture of the
concerned State, and the Agricultural Technology Management Agency (ATMA) of the

concerned District(s).
(Comtd o p. 1.83)
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(5 details of the expenditure expected to be incurred on the project and
expected date of completion of the project; and

(c) aletier approving the project and specifying the amount of expenditure

expected to be incurred on the : mna _
Government of Indis. project from the Ministry of Agriculture,

(4) Where any dEfEFT is noticed in the application referred to in sub-rule (2)ora
relevant document is not attached thereto, the Central Board of Direct Taxes shall,
before the expiry of one month from the date of receipt of the application in its
office, intimate the defect to the applicant for its rectification.

(5) The applicant shall remave the defect within
date of such intimation or within such further p
Central Board of Direct Taxes, on an applica
applicant, so however, that the total period for r
thirty days, and if the applicant fails to remove
allowed, the Central Board of Direct Taxes s
application as invalid.

a period of fifteen days from the
eriod as may be extended by the
tion made in this behaif by the
emoval of defect does not exceed
the defect within such period as
hall pass an order treating the

(6) If the application form is comnplete in all respects, the Central Board of Direct
Taxes shall, w1th1_n a period of one month from the end of the month in which it
receives the application form complete in all respects, issue under sub-section (1)
of section 35CCC, anotification in Form No. 3CP tobe published in Official Gazette®?
specifying the agricultural extension project, subject 10 the conditions mentioned
in rule 6AAE or such other conditions, as it may deermn fit, to be effective for such
period not exceeding three assessment years.

(7) The assessee, may, at least two months before the expiry of the effective period
of the notification issued under sub-rule (6), make an application to the Central
Board of Direct Taxes for notification of such project for a further period.

(8) The Central Board of Direct Taxes shall, after receiving the application under
sub-rule (7), call for a report from the Commissioner of Income-tax or the Director
of Income-tax, as the case may be, having jurisdiction over the case regarding the
activities of the agricultural extension project during the period of notification and
fulfilment of conditions mentioned in rule 6AAE and any other conditions subject
to which the agricultural extension project was notified under sub-rule (6).

(9)On being satisfied with the report received under sub-rule (8) on the agricultural

extension project, the Central Board of Direct Taxes may, within a period of three

[Coned fram p. 1.84)
(13) The CBDT may rescind the notification issued under sub-rule (10) or sub-rule (11) at any
time, if it is satisfied that the assessee has ceased its activitdes or its activities are not genuine
or are not being carried out in accordance with all or any of the relevant provisions of the Act
or this rule or rule SAAE or are not being carried out in accordance with all or any of the
conditions subject to which the notification was issued.
(14) An order treating the application as invalid or rejecting or rescinding the notification shall
not be passed unless the assessee has been given an opportunity of being heard in the matter.
(15} A copy of any order invalidating or rejecting the application or rescinding the notification
shall be sent to the applicant, Ministry of Agriculture, Government of India, the Commissioner
of Income-tax or the Director of Income-tax, as the case may be, the Department of
Agriculture of the concerned State, and the Agricultural Technofogy Management Agency
(ATMA) of the concerned District(s).”

62. See notified projects, see Taxmann's Master Guide to Income-tax Rules.
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months{from the end of the monthin which it receives application rirferred toinsuh,
rule (7), notify the said project for a further period not exceeding three assessmen,
years,

(10) A copy of the notification issued under sub-rule (6) or, as t!’l E:ase m éy be, unde,
sub-rule (9) shall be sent to the applicant, the Miﬂi_ﬂr}' of Agricuiture, overnmen,
of India, the Commissioner of Income-tax or the Director of Incmrc;e-l:ayg as-the Case
may be, the Department of Agriculture of the concerne.d S_tate and the Agricultyry)
Technology Management Agency of the concerned Dlsfnf:t.

(11) The Central Board of Direct Taxes may, on being. satisfied ’tl:lﬂt the:- assessee hag
ceased its activities, or that its activities are nnot genwne or that its a_ci':wmes are nog
being carried out in accordance with all or any Uf' ther 'E"'l"'fvant provisions of the Jff.ct
or this rule orrule 6AAE, orits activities are noi being camed outin af::cord:nc,e with
all or any of the conditions subject to which the notification was lssuI;: , Pass gy
order for rescission of the notification issued under sub-rule (6} or sub-rule (9),

is passed treating the application as invalid or rejecting it o
iﬁﬁﬁ:ﬂﬁfgg;ﬁm an oppot:tlfnity of being heard in the matter shall p,
given to the assessee. |
(13) A copy of the order invalidating or rejectin_g _the appl.ic_af.ion. or rescinding the
notification shall be sent to the applicant, the Ministry of Agriculture, Governmep;
of India, the Commissioner of Income-tax or the Director of Income-tax, as‘the case
may be, the Department of Agriculture of the cnncernﬂf:l State and Agricultura)
Technology Management Agency of the concerned district.]

Conditions subject to which an agricultural extension project 1s to be notified under
section 35CCC.

6AAE. (1) The assessee undertaking agricultural extension project shall maintain

separate books of account of the agricultural extension project notified
under sub-section (1) of section 35CCC, and get such books of account audited by
an accountant as defined in the Explanation below sub-section (2) of section 288,

(2) The audit report referred to in sub-rule (1) shall include the comments of the
auditor on the true and fair view of the books of account maintained for agricul-
tural extension project, the genuineness of the activities of the agricultural exten-
sion project and fulfiiment of the conditions specified in the relevant provisions of
the Act or the rules or the conditions mentioned in the “[notification issued under
sub-rule (6) or suh-rule (9) of rule 6AAD].

(3} The assessee shall not accept an amount exceeding the amount as approved in
the notification from the beneficiary under the eligible agricultural extension

project for training, education, guidance or any material distributed for the pur-
poses of such training, education or guidance.

63. Substituted for "notification issued under sub-rule (10) or sub-rule (11} of rule 6AAD" by the
IT (Third Amdt.) Rules, 2014, w.e.f. 21-3-2014.
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(#) The nssessee shall not get any direct or indirect benefit from the notified agri-
cultural extension project except the deduction of the eligible expenditure
in accordance with the provisions of section 35CCC of the Act, rule 6AAD and this
rule.

(5) All expenses (not being expenditure in the nature of cost of any land or buil-
ding), as reduced by the amount received from beneficiary, if any, incurred wholly

and exclusively fm_" undertaking an eligible agricultural extension project shall be
eligible for deduction under section 35¢CC

Prmflﬂﬁi that any expenditure incurred on the agricultural extension project which
is reimbursed or r Eunbu?'s:able to the assessee by any person, whether directly or
indirectly, shall not be eligible for deduction under section 35CCC. )

(6) The assessee shall, on or l::efure the due date of furnishing the return of income
under sub-section (1? of section 139, furnish the following to the Commissioner of
Income-tax or the Director of Income-tax, as the case may be, namely:—

(a) theaudited statermnent of accounts of the agricultural extension projects
for the_ previous year along with the audit report and amount of
deduction claimed under sub-section (1) of section 35CCC;

{(b) a note on the agricultural extension project undertaken by it during the
previous year an‘d the programme of agricultural extension project tobe
undertaken during the current year and the financial allocation for such
programme; and

{c) a certificate from the Ministry of Agriculture, Government of India,
regarding the genuineness of the agricultural extension project under-
taken by the assessee during the previous vear.

(7) If the Commissioner of Income-tax or the Director of Incomne-tax, as the case
may be, is satisfied that the,—

(2} assessee has not maintained separate books of account for the agricul-

tural extension project or has not got such books of account audited by
an accountant in accordance with sub-rule (1);

(b) assessee has not furnished the documents referred to in sub-rule (6);

(c) assessee has ceased to carry out aclivities of agricultural extension
project;
(d) activities of agricultural extension project of the assessee are not
genuine; or |
(e) activities of the agricultural extension project are not being carried out
in accordance with the refevant provisions of the Act or the rules or the
conditions subject to which the notification was issued,
he may, after making appropriate inquires*, furnish a report on the circumstances
referred to in clauses () to (&) to the CBDT *{for appropriate action as per the
provisions of sub-rule (11) of ulé 6AAD]]

64. Substituted for “for appropriate action as per the provisions of sub-rule {13} of rule 6AAD"
by the IT (Third Amdt.) Rules, 2014, w.ef. 21-3-2014,
"Be read as ‘enqutiries’.
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| Guldelines for approval of skill development project under section 35CCD,

6AAF. (1) A skill development project shall be considered for nc;:'tificlfttiop if g i
undertaken by an eligible company and the project is uncertaken in sep,,

rate facilities in a training institute.

(2) The eligible company, before unde
make an application for notification of su
tion 35CCD, in duplicate, in Form No. 3CQ, tot
{hereinafter referred to as the NSDA).

f the application in Form No. 3¢

{3) The eligible company shall also send a copy O
issi _tax or the Director of Income-1ax, as the case may
to the Commissioner of [reoms accompanied by the acknowledgemen

bhe, having jurisdiction over the caseg, S - '
receipt asge{ddence of having furnished the application form in duplicate to the

NSDA.
(4) The application shall be accompani
(d) detailed note on the skill dev

eligible company; ‘
(5) details of the expenditure expected to be incurred on the project and

expected date of completion of the project; and
(¢) a letter of concurrence from the training institute in which the skill
development project is to be undertaken.
(5) If any defect is noticed in the application referred to in sub-rule (2} or if any
relevant document is not attached thereto, the NSDA shall, before the expiry of
one month from the date of receipt of the application in its office, intimate the
defect to the applicant for its rectification.
_ (6) The applicant shall remove the defect within a period of fifteen days from the
date of such intimation or within such further period as, on an application madein
this behalf, may be extended by the NSDA, so however, that the total period for
removal of the defect does not exceed thirty days, and if the applicant fails to
remove the defect within such period so allowed, the NSDA shall send its recom-
mendation for treating the application as invalid to the CBDT.

(7) On receipt of recommendation of the NSDA under sub-rule (6), the CBDT, if
satisfied, may pass an order treating the application as invalid.

(8) If the application form is complete in all respects, the NSDA may make such
inquiry or call for such documents from the eligible company or the training insti-
tute as it may consider necessary for satisfying itself regarding the genuineness of
the current and proposed activity of the applicant and send its recommendation
1o the CBDT for grant of appraval or rejection of the application before the expiry
of the period of two months to be reckoned from the end of the month in which
the application form complete in all respects was received in its office.

rtaking any skill development project, shy);
ch project under sub-section (1) of sec,
he National Skill Development Agency

ed by the following, namely :—
elopment project to be undertaken by the

65. Rules 6AAF, 6AAG and 6AAH inserted by the IT (Tenth Amdt.) Rules, 2013, we.f. 15-7-2013.
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(Y The Commnessioncr of Income tax o the Director of Income tax, a9 the case

man beshavinge inrsdiction over the ¢ chall cend his recommendation 1o the
NSDA ton prant ol approval ar vejection of the applic ation, after considering the
comphiance ot the apphicant with the vaiows provieons of Income-tax Act, 196 ]
amnd W Alth tax AL 1957 hetar e the cxpiry of the poriad of ane month ta be reck -
oncd tivam the cnd of the month i which the e apy of the ;1;1;1’1‘ atron was recerved
1n hp. |*“'I; W

(1) 1 the NSDA recommends the grang of

hall. withinapeniod ol fifteen days from the end of the month in which it receives
the repont from the NSDA, under sub-section (1) of scction 35CCD, issue o I'-I:;Hfll‘
catwen n Form No. 3CR 1o be published in the Official Gazene -.pmlll;in-- the «kill
Jdevelopment project subject to conditions mcntioned in rule 6AAG or -,Gth ;;!hs:r
conditions, as it may deem fit, to be effective for such period not exceeding three
assessment vears and if the NSDA recommends the rejection of the urrp!rj_n ation
under sub-rule (8), the CBDT shall pass an order rejecting the application. ‘

A 1 the CBDT is satisfied with the activities of the skill de
Jdunng the period of notification, it may notify the
i consultation with the NSDA.

approval under <ub rule (8), the CBDT

velopment project
said project for a further period

(12) A copyv of the notification issued under sub-rule (10) or sub-rule (11) shall be
sent to the applicant, the NSDA, the training institute and the Commissioner of
Income-tax or the Director of Income-tax, as the case may be, having jurisdiction
over the case.

(13) The CBDT may rescind the notification issued under sub-rule (10) or sub-rule
(11) at any time, if it is satisfied that the eligible company or the training institute.
as the case may be, has ceased its activities or its activities are not genuine or the
activitics of the skill development project are not being carried out in accordance
with all or any of the relevant provisions of the Act or this rule or rule 6AAG or the
conditions subject to which the notification was issued.

(14) An order rescinding the notilication shall not be passed unless the applicant
has been given an opportunity of being heard in the matter.

(15) A copy of any order invalidating or rejecting the application or rescinding the
notification shall be sent to the applicant, the training institute, the NSDA and the
Commissioner of Income-tax or the Director of Income-tax, as the case mayv be,
having jurisdiction over the case.

Conditions subject to which a skill development project is to be notified under
section 35CCD.

6AAG. (1) The company undertaking skill development project shall maintain
scparate books of account of the skill development project notitied under

sub-scetion (1) of section 35CCD, and get such books of account audited by an

accountant as defined in the Explanation below sub-section (2) ol section 288.

(2) The audit report referred to in sub-rule (1) shall include the comments of the
auditor on the true and fair view of the books of account maintained for skill
development project, the genuineness of the activities of the skill development
project and fulfilment of the conditions specified in the relevant provisions of the
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i ification issued

Act or the rules or the conditions me]rzltiuncd in the natification issued under g,
rule (10) or sub-rule {1 1) of rule 6AAF. o v of th
(3) A kil development project In respect of existing EREORE L, (C o Smpan,
shall not be eligible for notification under sub-sec ’ ' anths of their recrigtm. ¢
the training of such employees commences after six £ cost of any land or «:l t:nl'
(4) All expenses (not beite expe{ldi;u;z:nug}éee?taalﬁz r::;tified skill d:velupl':lmﬂn;
ing), incurred wholly and exclusively D section 35CCD :

' igible for deduction un ' .
gl;zﬁ::lt B:htnl:]a:;:ibpzndnure . curred on the skill development praject which, ;,

reimbursed or reimbursable to the company by any pﬁrsﬂg.s glégther directly or
indirectly, shall not be eligible for deduction under section )

; date of furnishing the retum of j,
(5) The company shall, on or before thtissclgtné o e statement of 2

come under sub-section (1) of section for the previous year along with the aug,

counts of the skill development project d under sub-section (1) of section 35¢cy,

i laime
report and amount of deduction © ' g
tDIl}he Commissioner of Income-tax or the Director of Income-tax, ase may

be. .
(6) If the Comumissioner of Income-tax or the Director of Income-tax, as the case
may be, is satisfied that the,—

(d) company has not maintained separate books of account for the skil|

develapment project or has not got such books of account audited by ag
accountant in accordance with sub-rule (1);
(5) company has not furnished the documents referred to in sub-rule (5
(0) company has ceased to carry out activities of skill development project;
(e) activities of skill development project of the company are not genuine;
or
(&) activities of the skill development project of the company are not being
carried out in accordance with the relevant provisions of the Act or the
rules or the conditions subject to which the notification was issued,
he shall, after making appropriate inquiries, furnish a report on the circumstances
referred to in clauses (a) to (&) to the CBDT for appropriate action under sub-rule
(13) of rule 6AAF.
(7) If the NSDA is not satisfied about the genuineness of the activities of the noti-
fied skill development project, the NSDA shall send its recommendation to the
CBDT for appropriate action under sub-rule (13) of rule 6AAF,
Meaning of expressions used in rule 6AAF and rule 6AAG.
6AAH. For the purposes of rule 6AAF and rule 6AAG—
(9 "Eligible company” means a company, which is—
(?) engaged inthe business of manufacture or production of any article
or thl.ng_, not being an article or thing mentioned at serial number 1
and serial number 2 of the list of articles or things specified in the
Eleventh Schedule; or
(b ﬁlgaged in providing services mentioned in colwmn (2) of the Table
ow:
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TABLE
FS'_‘"""" Particulars
(o 2)
. | Accounting services
2. | Architect services
3. | Autemebile repair ur maointenance
4. | Banking, insurance and financial services ;
ces including ATM installation, main-
. ;;:r;untcc :u:]d operatians or banking correspondents or Insurance agents
: uty a - .
isfs ¥ and cosmetology, including hair styling or manicurists or pedicur-
__ﬁ. Cable opcerators or Direcl To Home (DTH) services
7. | Carge Handling and stevedoring services
B. | Construction including painting or woodwork or plumbi .
L electrical wiring or installation or maintenapce G'Pﬁl;tsmbmg or flooring er
8, | Courier services
o ﬁﬂsﬁﬂiﬁﬁéﬁfﬁngmg fashion or gems end jewellery or apparel or
11. | Event management
12. | Facilities management, housekeeping, cleaning services
13. | Fire and safety services
14. | Food processing or preservation services, includin t harvesting and
post farm-gate skills £ PO Hog
15. | Health and Weliness services including spa or nutritionists or weight man-
agement or health instructors or yoga or gy trainers
16. | Home decor services, landscaping
17. | Hospital and Healthcare services, such as Lab technicians, oursing and
other paramedical staff
18. | Hospitality, including culinary skills or catering services
19. | Logistics and Transportation by any maode, including by air, sea, road, rail
or pipelines, and related services such as driving or operation of heavy
machinery equipment, forwarding agents, packers and movers
20. | Market research services
21. | Media or film or advertising
22, | Mining and extraction of rmineral resources, including hydrocarbons
73 | Packaging and Warehousing, including bath ambient temperature siar-
age nng::l gold storage, operation of Internal Container Depots and Caon-
tainer Freight Stations _
74, | Port and maritime services such as dredging, piloting. tug boat operations,
shipbuilding. ship scrapping, bunkering e
. Sector Services, including those required for erection or ol
2 Ezg{:l; maintenance of equipment or towers, etc. in generation, transmis-
sion or distribution sector projects .
26, | Private Security, including guards, supervisors, installation and mainte-
nance of security equipment etc.
27. | Refrigeration and air-conditioning —
28, Rlpﬂi!' and maintenance sﬂcﬁ, including Installation and servicing o
household goods or white goods
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| <9 | Retail marketing, inclading shop Hoor assistants or merchindise «

30 Telecom sen oS, including erection and maintenance ol Loy

L 3. Travel and huu_‘i:sm. incIm!iu?l_n_uulu.w or _l_lq.‘_;ﬂrft._il_:]:_q: n__m.lw- or caby dijyges,

(1) ‘Tmining institute” means a training institufe,—

(@ setup by the Central Government or a State Govermmeoent or a logy
authority;

(& affiliated to the National Council for Vocational Training ora Sy,
Council for Vocational Training;

(<) attiliated to, or approved by, or cmpanelled by, the National Skill
Development Agency;

(@) affiliated to, or approved by, or empanclled by, the Central Govern.
ment and certified by the National Council for Vocationzl Training
as having training standards equivalent to training institutes affilj.
ated to the National Council for Vocational Training; or

(¢) affiliated to, or approved by or empanelled by, the State Govern.
ment and certified by the National Council for Vocational Training
or a State Council for Vocational Training as having training
standards equivalent to training institutes affiliated to the National
Council for Vocational Training or, as the case may be, the State
Council for Vocational Training.]

(#i)) “"National Council for Vocational Training” means the National Council
for Training in Vocational Trades established by the resolution of the
Government of India in the Ministry of Labour (Directorate General of
Resettlement and Employment) No. TR/E.P.-24/56, dated the 21st
August, 1956 and re-named as the National Council for Vocational
Training by the resolution of the Government of India in the Min istry of
Labour (Directorate General of Employment and Training) No. DGET/
12/21/80-TC, dated the 30th September, 1981.

(1v) “State Council for Vocational Training” means a State Council for
Training in Vocational Trades established by the State Government.]

“[(v) “National Skill Development Agency” means the agency constituted by
the Government of India vide notification No. 14/27/2012-EC, dated the
6th June, 2013.]
**[Form of audit report for claiming deductions under sections 35D and 35E.

6AB. The report of audit of the accounts of an assessee, other than a company
or a co-operative society, which is required to be furnished under sub-

66. Substituted by the IT (Second Amendment) Rules, 2014, w.ef 20-3-2014. Prior to its
substitution, clause (i) read as under :

(i) “Training institute” means a training institute set up by the Central or State Govern-
ment or a local authority or a training institute affiliated to National Council for
Vocational Training or State Council for Vocational Training.’

67. Inserted by the IT (Second Amendment) Rules, 2014, w.e.f. 20-3-2014.
68. Inserted by the IT (Amdt.) Rules, 1972, w.r.ef. 1-4-1971 as rule 6AA and later renumbered as
rule 6AB by the IT (Fourth Amdt.) Rules, 1977, w.e.f. 1-9-1977.
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secg%? ](4) of section 35D or sub-section {8) of section 35E shall be in Form No.
13 .

[ Computatlon of aggregate average advances £
:l[lb O esuEate g ces for the purposes of clause (viia) of

6ABA. For the purposes of clause (viig) of sub-section (I) of section 36, the

aggregate average advances made by th
bank shall be computed in the following manier:enr::;aell: Enc}les of a scheduled

(4) the amounts of advances made by each rural branch tstanding at
the end of thelast day of each month ¢ cedint as outstan a
be aggregated separately; omprisedinthe previous year shall

(B) thesum so arrived atin the case of each such branch shall be divided by

the number of months for which the outstanding advances have been
taken into account for the purposes of clause {a);

(c) the aggregate of the sums so arrived at in respect of each of the rural
branches shall be the aggregate average advances made by the rural
branches of the scheduled bank.

Exphna!ion.l—ln this rule, “rural branch” and "scheduled bank” shall have the
meanings assigned to them in the Explanation to clause (viia) of sub-section (1) of
section 36.]
"[Infrastructure facility under clause (d) of the Explanation to clause (viil) of sub-
section (1) of section 36.*
6ABAA. Theconditions to be fulfilled by a public facility to be eligible to be notified
as an infrastructure facility? in accordance with the provisions of clause
(d) of the Explanation to clause {viii) of sub-section (1) of section 36 shall be the
following, namely :—
(@) itis owned by a company registered in India or by a consortium of such
companies or by an authority or a board or a corporation or any other
bady established or constituted under any Central or State Act;

(5) ithasentered into an agreement with the Central Government or a State
Government or a local authority or any other statutory body for (J
developing or (i) operating and maintaining or ({i) developing, operat-
ing and maintaining a new infrastructure facility similar in nature to an
infrastructure facility referred to in the Explanation to clause (i) of sub-
section (4) of section 80-14;

(¢) it has started or starts operating and maintaining such infrastructure
facility on or after the 1st day of April, 1995.]

69. Substituted for “3B" by the IT (Eleventh Amdt.) Rules, 2006, w.ef. 19-10-2006.

70. Inserted by the IT (Fifth Amdt) Rules, 1979, w.ef. 1-4-1980.

71. Inserted by the IT (Sixth Amdt.) Rules, 2006, w.ef. 20-7-2006.

72. See notified infrastructure facility, see Taxmann’s Master Guide to Income-tax Rules.

"Heading is provided by Editor.
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“[Form of report for claiming deductlon under clause (xf) of sub-sectlon () o

asection 36. .
6ABB. The report of an accountant, whichisreq uirgd t;;;l;ug:s;l g;l }Imder ':lﬁuse
{xd uf sub-section (1) of section 36 shall be in

Pe[Other electronic modes. .
SABBA. The following shall be the other electronic ma‘f{fﬂj ;}?: ;giﬁg}?ﬂ of
clause {d) of first proviso to section 1 3A, ; 1::::.‘:”!’ section (34) m;tdf? gf

. . i v L Uh.
et 343 st (3 et (38 oot el GA)

. , tocla :
section (4) of section 404, second Pfovfsc; )‘:} f section 44AD, second proviso 1o sy,

of section 43CA, proviso 1o sub-section { . oo St
; - ' b-clause (b) of clause (x) of sub-sectiry,
section (1) of section 50C, second proviso {; ;‘1:? ¥ etunese ) of Explanation 1o seqr

{2) of section 56, clause (b) of first prov ' an
SIE‘IJUAA, section 26988, section 269ST and section 2697, namely

fa) Credit Card;
(b) Debit Card;
{c) Net Banking
(d) IMPS (Inmmediate Payment Service);
fe) UPI(Unified Payment Interface);
f) RTGS (Real Time Gross Settlement);
{g) NEFT (National Electronic Funds Transfer), and
(h) BHIM (Bharat Interface for Money) Aadhaar Pay.]
Limits and conditions for allowance of expenditure In certaln cases.
"6AC. [Omitted by the IT (Thirty-second Amdt. ) Rules, 1999 w.e.f 19-11-1 89991

Expenditure on advertisement.
6B, [ Omiited by the IT (Thirty-second Amdt) Rules, 1999, w.e.f. 19-11-1 999.]

73. Inserted by the IT (Twentieth Amdt.) Rules, 1999, w.ef. 1-4-2000.
73a. Inserted by the IT (Third Amdt.) Rules, 2020, w.r.ef. 1-9-2019.

Lyg \

|

74. Prior to its omission, rule 6AC, as inserted by the IT (Third Amdt.) Rules, 1965, as rule 64 and
later substituted by the IT (Fourth Amdt) Rules, 1965 and the IT (Second Amdt.) Rules, 1966
and renumbered as rule 6AA by the IT (Third Amdt) Rules, 1970 and later renumbered as

rule 6AC by the IT (Amdt.) Rules, 1972, read as under :

"6AC. Lintts and conditions for aliowance of expenditure in certain cases.—Expenditure
referred to in sub-section {3) of section 37 shall be allowed only to the extent and subject to

the conditions specified in rules 6B, 6C and 6D :

Provided that in the case of such expenditure incurred during the previous year commencing
immediately prior to the 10th day of August, 1966 or sny earlier previous year, the full
amount thereof, if otherwise admissible under sub-section (1) of section 37, shall be allowed.”
75. Prior to its omission, rule 6B, as inserted by the IT (Second Amdt.) Rules, 1966 [originally it
was inserted by the IT (Third Amdt.) Rules, 1965 and omitted by the IT (Fourth Amdt.) Rules,
1965] and later amended by the IT (Fifth Amdt.)Rules, 1989, w.r.el. 1-4-1 988, IT (Tenth Amdt)
Rules, 1990, w.e.f. 12-4-1990 and IT {Eighth Amdt.) Rules, 1992, w.ef. 1-4.1992, read as under:

(Cuntd vy p ) 951
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el fremm p § o

'Q\H. f:ij“t'!hf”ldl|_'11”f_“h-l-,““.”h.'” 4 I_!I'
s - "‘“l”“‘\rnlnl " PN - . : A= g
ment shall not in the I"“““'“I'- ChRCN encoods cinrespect of expenditure on advertise

(@) i respect ol articles intended o presentalion,—

N where the amo SLC ;
( article. it amount of such expenditure daes not exceed Rs. 1,000 on cach such
article, the whole of such amount

(0 ::‘“-:".";::_tl":: ¢ '-‘?l : H.‘n‘ LDO0 on cach such article as increased by a sum equal to
. per cent of the expenditure in excess of Rs. 1,000 on such anicle -

(0 anrespeet of any advertisement vutside India involving pavment in furcig ITENCY
the amount covered by forcign exchange granted to, or permitted lu‘h:-le;;f Lt.ll-:r -:inh\'
1h1:* nh:ft‘m-;‘vtur this purpose under the law relating r:-;llc' furcign exchange f ‘s hL-
br_‘mg e e fed change tor the time

(2) () Where fhc A'ﬁsessing Officer is of opinion that any expenditure on advertisement of the
nature described in clause (#) is excessive or unreasonable having regard to the le mm'.u::-
busmchs needs of the assessee and the benefit derived by or accrui;m to him 1hcrcfr5m that
portion of the expenditure which is so considered by him to be excessive or unrunw:;abh:
shall not be allowed as a deduction in computing the total income. | |

(1) The expenditure referred to in clause (#) is that incurred on advertisement involving
paviment— -
(A) to a person {fncluding in the case of a company, firm, an association of persons or a
Hindu undivided family, a director, partner or member, as the case may be, of such
company, firm, association or family) who has a substantial interest in the business of
the assessee, or to a relative of such person ; or
(B) to a person who carries on the business of, or profession as, a publicity or advertising
agent, where the assessee, or in a case where the assessee is a company, firm, an
association of persons or a Hindu undivided family, any director, partner or member,
as the case may be, of such company, firm, association or family, or any relative of such
assessee or such director, partner or member, has a substantial interest in the business
or profession of that person.
(3) Any expenditure on advertisement for which payment has been made in a sum exceeding
Rs. 10,000 shall not be allowed as a deduction in computing the total income unless such
pavment is made by a crossed cheque drawn on a bank or by a crossed bank draft:

Provided that where an allowance has been made in the assessment for any vear in respect
of any liability incurred by the assessee for expenditure on advertisement exceeding
Rs. 10,000 and subsequently during any previous year the assessee makes pavment in respect
thereof otherwise than in accordance with the provisions of this clause._ the al_lc}wance
originally made shall be deemed to have been wrongly [txade and.lhe Assessing (?ffl:‘:.{‘r.mﬂ.}'
recompute the total income of the assessee for the previous year in whtc!1 such liability was

section 154 shall, so far

incurred and make the necessary amendment ; and the pmv.-lisiuns of se .
as may be, apply thereto, the period of four years specified in sub-section (7) of that section

being reckoned from the end of the assessment year next following the previous vear inwhich

the payment was so made.
Explanation : For the purposes of this rule,—
() “relative” shall have the meaning assigne _ ‘ ‘
(i) a person shall be deemed to have a substantial mteresetd ina :usm:; O:;If.: e
i i ion i iedonbyac Vv, Suc
@ :: :ihf;ﬂiﬂe::l;:f; ::51111:':5 :f':;}f:rojzsiﬁr I;i;:na;ghares entitled Ft:'a a ﬁ_‘u.:d r:t.te_nf
dividend whether with or without a further ri'ght to participate in profits,
carrying not less than twenty per cent of the vn.vtmg power ; :m.& |
(b) in any other case, such person is beneficially ethltfd to not less than twenty per
cent of the profits of such business or profession.

d to it in clause (47) of section 2;
-ofession, if—
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Expenditure on residentlal accommodation Including guest houses.

] - 4 . Original rule 6C
6C. [Omitted by the IT (AmdL) Rules, 1973, we.f. 1-4-1 973 F)ngma wag
inserted by the IT (Third Amdt.) Rules, 1965 and latet omitted by the IT (Foyyy,

Amdi.) Rules, 1965. It was again inserted by the IT (Second Amdt.) Rules, 1966,

Expenditure in connection with travelling, etc.

6D. [ Omitted by the IT (Thirty-second Amalt.) Rules, 1999, w.e.f 19-11-1999]
[ Cases and clrcumstarices in which a payment or aggregate of paymengy
exceeding ten thousand rupees may be made to a person in a day, otherwiz,
than by an accouni payvee cheque drawn on a bank or account payee bank draf
or use of electronic clearing system through a bank account or through such
other electronic mode as prescribed in rule 64ABEBA.]
6DD. No disallowance under sub-section (3) of section JfDA shall ‘t?e made and nq
payment shall be deemed to be the profits and gains of business or profes.

i i jssion, rule 6D}, as inserted by the IT (Second Amdt.} Rules, 1966 [originally j
e E;:I;:eﬁigﬁy the IT (Third Amdt.) Rules, 1965 and omitted by the IT (Fourth Amdt.) Rules,
1965] and later on amended by the IT (Eighth Amdt.) Rules, 1992, wef. 1-4-1992, 1T (.Fnurth
Amdt) Rulles, [980, w.ef. 18-6-1980 and IT (Fifth Amdt) Rules, 1975, read as under :
'6D. Expenditure in cornection with travelling ete—(1X9 The allowance in respect of
expenditure incurred by an assessee in connection with travelling b}' an emp!uyce or any
other person outside India for the purposes of the business or profe?smn of the assessee shal}
not exceed the amount which bears to the aggregate of the amount, if any. covered by foreign
exchange granted, or permitted to be acquired, for the purpose of such travel under the law
relating to foreign exchange for the time being in force and the amount expended on such
travel in Indian currency, the same proportion as is determined in the manner specified in
clause ().
(i) The proportion referred to in clause (i) shall be determined by dividing the number of days
mainly devoted by such employee or other person for the purposes of the business or
profession of the assessee outside India by the total number of days spent by such employee
or other person outside India (excluding, in either case, the number of days required for such

travel by a reasonably direct route in the mode of travel adopted by him).
Explanation—For the purpose of this rule, the expresslon “days mainly devoted by such
employee or other person for the purposes of the business or profession of the assessee
outside India* shall include any public holiday in a foreign country on which such employee
or ather person is required to stay ouiside India, provided that the working days immediately
following such public holiday is mainly devoted by him for the purposes of the business or
profession of the assessee.
(2) The allowance in respect of expenditure incurred by an assessee in connection with
travelling by an employee or any other persan within India cutside the headquarters of such
employee or other person for the purposes of the business or profession of the assessee shall
not exceed the aggregate of the amounts computed as hereunder :—
{@) in respect of travel by rail, road, waterway or air, the expenditure actually incurred ;
(&) in respect of any other expenditure (including hotel expenses or allowances paid) in
connection with such travel, an amount calculated at the following rates for the period
spent outside such headquarters :—
() where the amount of such expenditure does not exceed Rs. 1,500 per day, the

whole of such amount ;
{Conul. on p . 97)
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o1 stib-section S

ﬁim:l:j‘l:llll': lllmltllu 1oy lit:‘ft:::l:}fj .l'tuimlt, A0A where o payment’” or aparegate of
l'lul\ L A - I ' [ I IIY, IjI L-l-wih.u il’[lll h Ui ace . -,_ L2 i. . .
) wnk or " aces Y un aceount payee™ chogue

drawn o O payee bank drafi . ' '
. 3 '} & e of [ id - ¥ 7 F a
1w throught a bank deconnt or throvipl vuch u{h 'r ‘.‘;.t ! ({(t.fh’.)ﬂlf. l’.n’LUﬂHI{‘:)‘:
nder ride 6ARBA, cacerds te; ' er electronic mude as prescribed

thousand ry i
\ 'd ty AR - yv rary + - ; c o ]
gpevified hereunder, namely — i e e and dircumitance:

P
tCunak fromi g FR )

(i) in any other case, Rs. 1,500 as inc
" r I . .
of such expenditure in excess of ;:S‘I:f;gg ;;r;“a;flual' W seventy-five per com

77. Substituted by the IT (Seventh Amdt.) Rules, 2008, with effect frum assessment
] veor

200%-10. Prior 1o its substitution, rule 6DD, as
) . » as amnended by the IT (Eighth Amdt. R
with effect [rom assessment year 2008-09, IT (Amdt.) Rules, 1969, wff. 1-4-15:;9. I?I]'?vam

Amdtr) Rules, 1970, w.ef 1.4- :
51989, IT (Fourteenth Ammsﬂggi;rl f;."g';'"‘ A?g;._)?aules, 1989, wref 1-4-1988/w.ef.
o et 1258 T T A R g o T T A ok,
Amdt} Rules, 2000, w.r.ef. 25-7-1995 and IT (Thirteenth Amdt.) Rules, 2006, w.c{. STt 3000
78, Substituted for “Cases and circumstances in which a payment or aggregale of pavments
exceeding Lweng thnu;rand rupees may be made 1o a person in a day, otherwise than by an
account o C ue arawi an a bank or: H . -
Rulos, 2020, w.e.£, 29-1.2020. Accountpayee bank draft.” by the IT (Third Amd,
78a. Rule 6DD is constitutionally valid - Artar Singh Gurmukh Singhk v. ITO[19911 19 ;
(SC)/ Mudiam Oil Co. v. ITO[1973] 92 ITR 519 (AP). Section 40&(%) is not 11{ viola]tilnnlDIfl;Rx;u?:i:
265 of the Constiluiion - ITO v. Kenararm Saha & Subhash Saha [2009] 1186 ITD 1 (Kol - Trib.)
{(SB). Th.e r-uIe will 'app_:ly even for computation of income under ‘other sources’. The term
‘bank’ will include indigenous money-lenders’ banks provided they are specifically notified
under section 49A of the Banking Regulation Act - Circular No. 6P, dated 6-7.1968 Section
40A(3) can be invoked only if the expenditure has been claimed as a deduction by the assessee
- Saral Motors & General Finance Lid. v. Asstt. CIT[2009] 121 ITD 50 (Delhi - Trib.). Addition
cannot be made simultanecusly on same amount by applying provisions of section 40A(3) as
well as section 40(a)(ia) - Ghosh & Chakraborty Transport v. IT(}[2013] 34 taxmann.com 35
(Kol. - Trib.). For details, see Taxmann's Master Guide to Income-tax Rules.
79. The term ‘expenditure’ refers to any payment made by assessee, and is not confined to
expenditure deductible under section 37 - Sajowanial Jaiswalv. CIT[1976] 103 ITR 706 (Ori).
It will cover payments for acquisition of stock-in-trade or raw materials - Artar Singh
Gurmukh Singh v. ITO[1997] 191 ITR 667 (SC). Even advances made for purchase of goods
are covered - Kejriwal Iron Storesv. CIT[1988] 169 ITR 12 (Raj.). Paymenis by film distributor
for acquisition of distribution rights are covered - Akash Fibnsv. C7T[1991] 190TTR 32 {Kar.).
However, payments represcnting loans or their repayments are not covered - Press Note,
dated 2-5-1969/Letter F. No. 1{22)/69-TEL. (Pt.), dated 18-4-1969. For details, see Taxmann’s
Master Guide to Income-tax Rules.
80. So far as compliance with requirement of section 40A(3) is concerned, payment made_b}' a
crossed cheque cannot be considered as payment made by account payee cheque - Rajmoti
Industries v, Asstt. CIT{2013] 39 taxmann.com 130 (Rajkot - Trib.). Where payment is partly
in cash and partly by cheque, ceiling will apply to cash portion only - HA. Nek Mohd & Sons
v. CJT[1982] 135 ITR 501 (AllL). For details, see Taxmann'’s Master Guide to Income-tax Rules,
Bl. Substituted for *account pay«e bank draft, exceeds twenty thousand rupees” by the [T (Third
Amdt) Rules, 2020, w.e.f. 29-1-2020.
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®(a) where the payment is made to—
(d the Reserve Bank of India or any banking CO“‘P“-“Y“ as defined iy,
clause (c) of section 5 of the Banking Regulation Act, 1949 (10 of

1949);
(i) the State Bank of India or any subsidiary bank as defined in sectjgy,

2 of the State Bank of India (Subsidiary Banks) Act, 1959 (38 of
1959)%;
(if{) any co-operative bank or ]and mortgage bank;

L » ] - - [ dit .
(iv) any primary agricultural credit society or any primary creditsociery
as dgﬁned under section 56 of the Banking Regulation Act, 1949 (19

of 1949);
fe Insurance Corporation of India established under section 3
() the Life tns e ce G Act, 1956 (31 of 1956);

of the Life Insurance Corporation
83(#) where the payment is made to the Government an_td,_ under the tules
féramed by it, such payment is required to be made in legal tender®,

(¢) where the payment is made by—
() any letter of credit arrangements through a bank;
(i) a mail or telegraphic transfer through a bank;
(ié) a book adjustment from any account in a bank ta any other
account in that or any other bank;
‘ (iv) abill of exchange made payable only to a bank;
); (v) 1o (vi)) ["""]
/ Explanation.—For the purposes of this clause and clause (g), the term
“bank” means any bank, banking company or saciety referred toin sub-

{0 institutions referred to therein and not to payments

82. Rule 6DD(a) applies only to payments
ed by institutions referred to therein - K Abdu & Co.v.

made in any party’s account maintain
ITO[2008] 170 Taxman 297 (Ker.).

83. For definition of “banking company” under clause () of section 5 of the Banking Regulation
Act, 1949, see Appendix.

84. Now repealed.
85. Payment of freight charges/booking of wagons to railways, and payment of sales iax/excise
duty are covered by this exception—Circular No. 34, dated 5-3-1970. For details, see

Taxmann’s Master Guide 10 Income-tax Rules.

86, Payment made to government concern (viz., Railways) in cash in excess of amount prescribed
under section 40A(3) would be allowable- CITv. Devendrappa M Kalal [2013]39 taxmarm.com
16/219 Taxman 122 (Kar.). Payment made in cash to Airport Authority is not disallowable
under section 40A(3) - CITv. SRC Aviation (P.) Lid. [2013] 37 taxmann.com 308/218 Taxman

62 (Mag.) (Delhi). Octroi duty paid by assessee to Municipal Corporation on goods transported

within municipal limits does net come under provisions of section 40A(3), read with rule

&DD(B) - CITv. Arvind Mills Ltd. [2014] 52 taxmann.com 475/[2015] 228 Taxman 358 (Mag.}

(Guj.). Maharashira State Road Transport Corporation is a "State’ for purposes of section

40A(3) - Smit. Sapna Sanjay Raisoniv. ITO{2016]70 taxmanni.com 7/159 [TD 1 (Pune - Trib.}.
86a. Omitted by the IT {Third Amdt.) Rules, 2020, w.c.f. 29-1-2020. Prior to their omission, sub-

clauses (), (vi) and (vii) read as under :

»(v) the use of electronic clearing system through a bank account;

{vi) a credit card;
(vif) a debit card.”
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gl:.nlises (11}0 (8v) c:f clause (@) and includes any bank [not being a banking
con F;:g}'( lgs clltt;g.:ed inclause (c) of section 5 of the Banking Regulation
e T dja? 9] whether incorporated or not, which is established
58 d) ‘:E:h;:'; htgf; i?i?j'l:nent is :lnéldehby way of adjustment against the amount
Y Incurred by the payee for an ‘ ‘
rendered by the assessee y Suchypa}ree; y goods supplied or services
*(€) where the payment is rade for the purchase of —

{9 agricultural or forest produce; or

(i) the produce of animal husbandry (including livestock, meat, hides
and skins) or dairy or poultry farming; or y . J
(ii)) fish or fish products® or

(iv} the products of horticuliure or apiculture,

to the cultivator, grower or producer of such articles, produce or
products;

87.
88.

89.

See foomote No. 83 on page No. 1.98 ante.

Where assessee purchased old jewellery from customers on a condition that in turn they
would buy new ]ewc]lcry- from assessee, provisions of section 40A(3} were not atiracted in
respect of payment of differential purchase amount in cash - Dy, CIT v. Kirtilal Kalidas

Tewellers (P.) Led. 12012] 27 taxmann.corn 341/54 SOT 529 (Chennat - Trib.). (

The words ‘cultivator, grower or producer’ accurring at the end of this sub-rule qualify the
words occwrring in all the preceding four sub-clauses, and not merely sub-clause (iv}—CIT
v. Pehlaj Rai Daryanmal [1991] 190 ITR 242 (AlL). Exclusion to operate even if product has
undergone any change - Press Noite dated 2-5-15969. Payments to middlemen are not covered
- Letter FNo. 1/22/6%-TPL (Pt.), dated 18-4-1969. Exception will not apply to payments made
to "arhatiyas'— Circular No. 34, dated 5-3-1970. In ITOv. Raxn Prakask[2014] 52 taxmann.com
3561/[2015]167 SOT 126 (URO) (Agra), it was held that payment to Kachcha Aaratia by assessee
was to be taken as a payment to farmer as such Aaratia held agency relationship and he did
noi receive payment in his own right and, hence, Assessing Officer could not invoke section
40A(3}. Exception will not be available on purchase of hides and skins from a person who is
not proved to be the producer of the goods—Jdeal Tarnery v. CIT[1979] 1171TR 34 (All}. To
satisfy test of rule 6DD(g), not anly payment should be made for purchase or produce of
animal husbandry but payment is 10 be made to producer of such produce - ITO v. Kenaram
Saha & Subhash Saha[20091116 ITD 1 (Kol - Trib.)(SB). Rule 6DIX¢e) nowhere says thal such
ucer must belong to rural areas where banking facility is not available - Hybro Foods (P.)
Litd v. JTO[2008] 115 ITD 73/25 SOT 143 (Mum.-Trib.). Purchase of Dhania (an agricultural
produce) is eligible for the exception—Karnti Lal Purshottam & Ca v. CIT {1985] 155 TTR 519
(Raj.). Hoshiarpur District Co-operative Milk Producers Union cannot be considered to be
producer of milk and, therefore, payment made by assessec to Union would not come under
rule 6DiXe) - Smt. Chanchal Dograv. ITO[2012)247 CTR (HF) 61 8. Payment made by assessee,
manufacturer of milk products, to milk producer through an agent in cash for purchase of
milk would be covered by exception contained in clause (&) - Dy./ Asstt, CIT v. Heritage Foods
{fndia) Ltd [2012]25 taxmann,com 209/53 SOT 204 (URO)(H d.- Trib.).In LI Tv. Keenﬁ:' igm
Mills (P.) L1d [2017] 87 taxmann.com 31 (Ker.) [SLP dismissed in Principal CIT v. Keert 4:0 J!lg:‘r?‘a
Mills (P} Ltd [2018] 95 taxmann.com 282/257 Taxman 1 {SC)] it was held that section Pré )
is & deeming provision; rule SDD clearly exempts the agricultural produce, Le, ‘paddy’, from
the rigours of section 40A(3). In ITQv. Standard Leather (.) Lid [2016) 76 taxmann.com 105/
[2017] 162 ITD 285 (Kol - Trib.) for purpose of manufacturing leather and leather products
the assessec purchased raw hides/skins from local producers, The assessee made cash
payments exceeding Rs, 20,000. The purchases were for manufacturing and thers were
Ecnuine sales. 1t was held that the payment made by the assessee would be covered by nule
6DD end no disallowance was to be made by the Assessing Officer under section 40A(3).

iCemted o p 1R
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oducts man
(/) where the payment is made for the purchase of E;tg;e industry. t'-(']fftl;:-
tured or processed without the aid of powerina®s ) ¢

producer of such products; : thedate of
%(g) wherethepaymentismadeina village oT toWz, wﬂ;ﬁiﬁdmarﬁv ressisch
8 is not served by any bank, toany person ¢ -~ any such vill o
Pa?'mem 15 ngoo n any business profession or yocation, 11 any age

oris carryin usiness,

or town; employee of the assessee or the hejr

(k) where any payment is made to 21 with the retirerent, retrench.

ee,onorin connection
of ant}' 5:;2:;13: ydischarge or death of such employee, on account of
ment, T \

gratuity retrenchmen cmnpensation or similar termir 1al benefit ang
i t . ‘
heaggle a EOf such sums pa able 1o he €mp oyec or his heir

: £s;
exceed fifty thousand rupe ce by way of salary to hig

i 8
¢ payment is made by an asses : _
@ :m}?ci‘:ytc:e ali?tgr deducting the income-Lax from salary uil1 accc:il dance
wit}l:; the provisions of section 192 of the Act, and when such employee--

{Cortd from p. 1.99}

under rule 6DD{e){ i) would includc

The expression “the produce of animal husbandry” used n the payment for the purchase

- * furth i ill not be available o
-::Iﬂ?.rs-:;col:dacn :‘fmn;f,al:ldis 'ansj;ﬁfnc:g-%ﬂ :;uerson whao is not g)rovlfci to b:nﬂ::len ];ré::u t::;ler gfr:, |ﬁ5e

i ker or any other middleman by whalcve d - Circular
ﬁfiﬁ?ﬁgésgangdaztgﬁﬁgﬁmﬁ; (];ersgn. by whatever name called, who buys animals from

arm the raw meat carcasses to the meat processing
the farmers, slaughters them and then sells ;be v meal carcasses (o the el Procesing

i retail outlets woul cer _
:f:gt?.nﬁ:r b;?n:g:f onf-a rﬁ? ;DD chall be available to him subject to furnishing of prescribed
document - Circtilar No. 8/20006, dated 6-10-2006. See also Press Release, dated 2-5-{ 262 No

ash sale of agricultural produce by cultivators/

i nder section 40A(3)in case of ¢ ¢ ‘
;i;;lil&?mctg traders - See C:'rgualarﬁa 27/2017 dated 3-11-2017.For details, see Taxmann's

Master Guide to Income-tax Rules.

90. Circular No. 10/2008, dated 5-12-2008, provides as under :

91,

. The expression ‘fish or fish products’ used in rule 6DD(e)(ii) would include ‘other
marine products such as shrimp, prawn, cuttefish, squid, crab, lobster, ete.’

The ‘producers’ of ‘fish or fish products’ for the purpose of rule 6DD( e} would includs,
besides the fishermen, any headman of fishermen, who sorts the catch of fish brought
by fishermen from the sea, at the sea-shore itself and then sells the fish or fish products

to traders, exporters, etc.
- Exception provided under rule 6DD{e)( i) will not be available on the payment for the
purchase of fish or fish products from a person who is nol proved to be a ‘producer’
D;ﬂ thzse goods and is only a trader, broker or any other middleman, by whatever name
called.
Processed fish’ is covered under ‘fish or fish products’ - CIT'v. Interseas, Sea Food Exporters
[2010] 188 Taxman 343 (Ker.). In CIT v. Blue Water Foods & Exports (P) Lid. [2015] 55
taxmanmn.com 511/231 Taxman 377 (Kar.), it was held that it is only when fish is purchased
fram a trader, broker or any other middleman, that beneSit of rule 6D D is not available. Where
the assessee had purchased fish from fisherman/headman of fisher, no disallowance under
section 40A(2) could be made even if payment in cash exceeded Rs. 20,000.
In Principal CITv. Lard Chioro Alkali Ltd. [2018] 97 taxmann.com 513 i, ismissed
in Principal CITv. Lord Chioro Alkali Lrd. [2018] ]97 taxmann.com 514/ 2{;{85‘ %ﬁndﬁgntscl]
it was held that cash pavments made to transporters in excess of limie prescribed under
section 40A(3} eculd not be disallowed berause factory was located in a backward area and
banking facilities were not available in said area. In Madhay Govind Dhulsheis v. ITO [2013
99 taxmann.com 56/259 Taxman {49 (Bom.) assessee, engaged in business of sale ul]
Kerosene, purchased it from notified dealer by making pavment in cash on ground that said
payment was made as per guidance of District Civil Supply Officer. It was held that (o view

Flraresid oy pu 4 4001
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() is temlpora.rily posted for a continuous period of fifteen days or more
in a place other than his normal place of duty or on a ship; and

Ef;:) diﬂt‘s not maintain any account in any bank at such place or ship;
U) LAl

(k) where the payment is made by any person to his agent® i '
1 gent®® who is required
to make payment in cash for goods or services on behalf of such person;

() where the payment is made by an authorised dealer ora money changer

against pur?hase of foreign currency ortravellers chequesin thenormal
course of his business.

Expianatic:n.—For the purposes of thisclause, the expressions “authorised
dealer” or “money changer” means a person authorised as an authorised

dealer or a money changer to deal in forei i
gn currency or forei
exchange under any law for the time being in force.] ~ &

“[Conditions that a stock exchange 1s required to fulfil to be notified as a recognised
stock exchange for the purposes of clause (d) of proviso to clause (5) of section 43.

6DDA. For the purposes of clause (d) of proviso to clause (35) of section 43, a stock
exchange shall fulfil the following conditions in respect of trading in
derivatives, namely '—

() the stock exchange shall have the approval of the Securities and
Exchange Board of India established under the Securities and Exchange
Board of India Act, 1992 (15 of 1992} in respect of trading in derivatives

{Contd fram p. LI00)

of fact that District Supply Officer's order did not mandate any mode of payment either in
cash or by chegue, and, moreover, there were banking chanoels available even when supplies
had been effected, impugned disallowance was rightly made by authorities below under
section 40A(3).
If place where recipient resides or carries on business is having ‘banking facility, conditions
of rule 6DI)g) would not be satisfied merely because recipient has not opened his bank
account - ITO v, Kenaram Saha & Subhash Szha [2009] 116 ITD 1 (Kol. - Trib.)(SB). Where
gssessee made payments to sellers of agriculiural in cash in presence of Sub-Registrar
at those places where banking facilities were not available, said payments were covered
under second proviso to section 40A(3) and rule 6DD(g) - Saraswati Housing & Developersv.
Addl CIr[2013] 32 {axmann.com 307 (Delhi - Trib.). . . o

92, Omitted by the IT (Third Amdt.} Rules, 2020, w.eF. 29.1-2020, Prior to its omission, clause ()

read as under :
) where the payment was required to be made on a day on which the banks were closed
either on account of holiday or strike;” R + Chamd 4 Ca [2007] 108TTD 626 (Pune
93. Em is not ‘agent’ - Dy. CIT' v. Vijay Kurmar kames 1 -
- Tl-?lifi;fnmdisaﬂoﬁancezzn_de_r section 40A(3), read with rule 6L D(e and (K), was called fo_r
where cash purchases were made in conuuission agency business in food grains and assessee
was maintaining all books of account and also accounts.on all statutory forms required under
U.P. Krishi Utpadan Mandi Adhiniyam, 1962 - CIT v. Sunil Kuwmar Agrawal [2013] 38
taxmann.com 386/210 Taxman 113 (AlL). Where assessee directly deposited money in bank
account of its agent, no disallowance could be made under section 40A(3) in respect of said
deposit - CITv. Sm. Shelly Passi[2013] 31 taxmann.com 173/213 Taxman 213 (Mag) (Pun}
& Har)). Payments made in excess of Rs. 20,000 by ginning factory to its agents for procuring
coiton cou]}i.:.l":lut be disallowed under section 40A(3) - CTT'v. Sri Shanmuga Ginning Faciory
[20113] 37 taxmann.com 422 /218 Taxman 76 (Mag.) (Mad.). For details, see Taxmann's Master
Guide to Income-tax Rules.
94, Inserted hy the IT (Twentieth Amdt.} Rules, 2005, w.el. 1-7-2005.
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l.lnz
and shall function in accordance with the guidelines or congis:
down by the Securities and Exchange Board of India; hditiong laig

(i) the stock exchange shall enisure that the particulars of the ..
l i . - r . ‘f = Ch
(including unique client identity number and PAN) are duly rec ot
N and stored in its databases; Ordeq
(i) the stock exchange shall maintain a complete audit trail of all trang
tions (in respect of cash and derivative market) for a period of go. ©
years on its system; v
*[(iv) thestock exchange shall ensure that transactions (in respect of cag},
derivative market) once registered in the system are not erased;] and
*[(v) the stock exchange shall ensure that the transactions (in respect of ¢
and derivative market) once registered in the system are modifieg nans]h
in cases of genuine error and maintain dataregarding all transactiopg {.y
respect of cash and derivative market) registered in the system whic
have been modified and submit a monthly statement in Form Ng, 3]3%
to the Director General of Income-tax (Intelligence), New Delhi withip
fifteen days from the last day of each month to which such Statemen;
relates.]
Notification of a recognised stock exchange for the purposes of clause (d) of Proviag
to clause (5) of section 43.
6DDB. (1) An application for notification of a stock exchange as a recognised stock
exchange for the purposes of clause (d) of proviso to clause (5) of sectigy
43 may be made to the ¥[Member (Income Tax)], Central Board of Direct Taxeq
North Block, New Delhi - 110001. '
E-?.) The application referred to in sub-rule (1) shall be accompanied with the
ollowing documents, namely :(—
() approval granted by Securities and Exchange Board of India for trading
in derivatives;
(#) up-to-daterules, bye-laws and trading regulations of the stock exchange:
(i) confirmation regarding fulfilling the coriditions referred to in clause (#)
to #[clause (1)) of rule SDDA;
(iv) such other information as the stock exchange may like to place before
the Central Government.
(3) The Central Government may call for such other information from the applicant
as it deems necessary for taking a decision on the application.
(4) The Central Government, after examining the information furnished by the
stock exchange under sub-rule (2) or sub-rule (3), shall notify® the stock exchange
as a recognised stock exchange for the purposes of clause (d) of proviso to clause
Eﬁ of section 43 or issue an order rejecting the application befare the expiry of
our months from the end of the month in which the application is received.

95, Substituted by the IT (First Amdt.) Rules, 2011, w.e.f. 1-4-201 1. Prior to its substitution, clause
(i) read as under:
*{#+) the stock exchange shall ensure that transactions once registered in the system cannot
be erased or moedified.”
96. Inserted, ibid
97. Substituted for “Member {L)" by the IT (Third Amdt.) Rules, 2017, w.e.f. 23-3-2017,
Q8. Substituted for “clause (iv)" by the IT (First Amdt) Rules, 201, wef. 1-4-2011.
99. Notified Stock Exchanges :
- National Stock Exchange of India Ltd., Mumbai
. Bombay Stock Exchange Limited, Mumbai - SO 8%(E). dated 25-1-2006.

iCuntd on p 10
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. ferred to b- . L X
5) The nﬂllh‘::‘“‘{" reler N sub-rule (4) shall be effective until the approval
() ated by the .S""'i“rf““"’f and Exchange Board of India is withdrawn or f:fpired,
or the ﬂﬂllf“r"ﬁ:“:‘ 8 "'"‘*C'"idCd by the Central Government,|
iyConditlone that a recognised assoclatlon is re ulred to fulfil fled
,Lcogni!:‘ﬂ; assoclation for the purpoges of claua;l (e) of 1ﬂegmv:2;':§ glitllul: (;jm 0?
gection 3.
¢DDC. For the purposes of clause (¢) of the proyi : ;
recognised association shall fulfj] thg ru}’llsr{:v}r?gcLaglnsgit{gn?sfi;ef-gg I:::f? 'o?

rading in derivatives, namely:— P

(0 QMW l:;ett:o%njsed ‘association shall h
arkets Commission established :
lation) Act, 1952 (74 of 1952 e :.-e . under the Forward r?voﬁracts (cfllelf:li
functiori in accordance with the guidel ition lv?j ﬁn . b
the Forward Markets Commission; s e dowan By

(#) the recognised association shall ensure that the articulars of the clj
(including unique client identit P rs of the client
and stored in its databases; ¥y number and PAN) are duly recorded

(if)) the recognised association shall maintain g complete audit trail of all

transactions (in respect of derivative market) for a pers '

o Its Syster; ) period of seven years

(#v) the recognised association shall ensure that transactions (in respect of
derivative market) once registered in the system are not erased:

(v) therecognised association shall ensure that the transactions (in respect
of derivative market) once registered in the system are modified only in
cases of genuine error and maintain data regarding all transactions (in
respect of derivative market) registered in the system which have been
modified and submit a monthly statement in Form Neo. 3BC to the
Director General of Income-tax (Intelligence and Criminal Investiga-
tion), New Delhi within fifteen days from the last day of each month to
which such statement relates.

Notification of a recognised association for the purposes of clause (e) of the proviso
io clause (5) of section 43.

6DDD. (1) An application for notification of a recognised association (as per clause

() of section 22 of the Forward Contracts (Riﬁ—ulaﬁon) Act, 1952) as a
recognised association for the purposes of clause (€) of the proviso to clause (5) of
section 43 may be made to the {Member (Income Tax)], Central Board of Direct
Taxes, North Block, New Delhi.

(2) The application referred to in sub-rile (1) shall be accompanied with the
following documents, namely .—

fContd from p. 1. 102}
- MCX Stock Exchange Ltd. - SO 1327(E), dated 22-5-2809.
- United Stock Exchange of India Limited - Notification No. 12/2011 [F. No. 142 /20/2010-
SO(TPL)], dated 25-2-2011.
- NSE IFSC Lid., Gandhinagar, Gujarat - S0 3969(E), dated 31-7-2018,
- Indian International Exchange (IFSC) Ltd., Gandhinagar, Gujarat - SO 396B(E), dated
31-7-2018.
See alsa Asstt, CITv. Hiren Jaswantrai Shah [2011] 46 SOT 276/12 taxmann.com 55 {Ahd. -
Trib.)/ Assit. CITv. Vimal Vadilal Shah[2012] 54 SOT 458/27 taxmann.com 179 (Ahd. - Trib.)/
Asstt, CITv. Aynav Akshay Mehta [2012] 53 SOT 581/25 taxmann.com 252 {Mum. - Trib.),
1. Rules $DDC and 6DDD inserted by the IT (Ninth Amdt.) Rules, 2013, w.ef. 4-7-2013.
2. For text of section 2(j) of the Forward Contracts (Regulation) Act, 1952, see¢ Appendix.
3. Substituted for “Member (Legislation)” by the IT (Third Amdt.) Rules, 2017, w.ef 23-3-2017.
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{)) approval granted by Forward Markets Commission for trading, i

erivatives; ) [

(i) up-to-date rules, bye-laws and trading regulations of the rccugnigud
assoUciation: L _ '

(/i) conlirmation regarding Fulfilling the conditions referred to in Cluyyy,. (i
1o clause (v) of rule 6DDC; _ L .

(i) such uther information as the recognised association may like tq, Phac

before the Central Government., . .

(3) The Central Government may call for such other 1nforr}?a1.1?n from the applj.
cant as it deems necessary for taking a dcc:ismnﬂ:m .thft: iiztl;::nl?::;-n'sht_d .

4} The Central Government, after cxamining the info . ished by
E’“CUgnised association under sub-rule (2) or sub-rule (3), Sha]fl ﬂli'?llf}' the recognisey
association' as a recognised association for the purposes o l-:: duse]j( €) of the pr,,
viso to clause (5) of section 43 or issue an order rejecting L_Ehap cation b§=fure
the expiry of four months from the end of the month in which the applicatiy,, is
received. . )

(5) The notification referred to in sub-rule (4) shall be ﬁﬁfemwe until the appry,,
granted by the Forward Markets Conunission is withdrawn or expired, or g,
notification is rescinded by the Central Government.]

TLimits of reserve for unexpired risks. ] busi i her thay
6E. In the computation of profits and gains of any business of insurance ot ert
life insurarl:ce, the amount carn'eg over to a reserve for une_txm_r&d risks inc)y,.
ding any amount carried over to any such additional reserve which is to be alloweg
as a deduction under clause (<) of rule 5 of the First Schedule, shall not exceed__

“{a} where the insurance business relates to fire insurance or engineering
insurance and which provides insurance for terrorismrisks, 100 perceny
of the net premium income of such business of the previous year;

(ad) where the insurance business relates to fire insurance or miscellanegys
insurance other than theinsurance business covered under clause (), 50
per cent of the net premium income of such business of the previoys
year;]

() where the insurance business relates to marine insurance, 100 per cent

of the net premium income of such business of the previous year:
Provided that any amount out of the amount carried over to such reserve or
additional reserve which is not allowed as a deduction under this rule in respect of

4. Notified recognised associations are :
- Nationaélgnmmodily and Derivatives Exchange Limited, Mumbai - SO 3513(E), dated
27-11-2013.
- Muiti Commodity Exchange of India Limited, Mumbai - SO 353%E), dated 29-13-2013.
- Universal Commudity Exchange Limited, Mumbai - SO 3514(E), dated 27-11-2013.
- zﬂa:e:.; Dc;-ivatives & Commodity Exchange Limited, Ahmedahad - SO 834(E), dated
=3-2014,
- Indian Commuodity Exchange Limited - SO 3657(E), dated 31-10-2018.
- BSE Limited - SO 772(E), dated 31-1-2019.
- National Stock Exchange of India Ltd. - 8O 4282(E), dated 27-11-2019,

- Inserted by the IT (Second Amdt.) Rules, 1962, as rule 6A and later renumbered as rule SE by
the IT (Third Amdt.) Rules, 1963, rule 6B by the IT (Fourth Amdt.) Rules, 1965 and rule 6E by
the IT (Second Amdt) Rules, 1966,

. Substituted by the IT (Seventh Amdt.) Rules, 2002, w.e.f. 1-4-2003, Prior to its substilutjon, it
read as under :

‘(@) where the insurance business relates to fire insurance or miscellaneous insurance, 50
per cent of the net premittm income of such business of the previous yvear;”
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ann previous vear shall not be included in the total income for the assessment year
relevant Lo the immediotely next suceveding previous year in the revenuc account
eelating: to which the amount atoresaid is eredited.

1 aphination—Yor the purpenies of this rule,—

() “ocl preaium income” means the amounl of premium received as
reduced by the mount of reinsurance premium paid during the
relevant previouws yvears

(0 tmarne insuranee” inchades the Export Credit Insurance.|]

*Specinl provision regarding Interest on bad and doubtful debts of financlal
Institutions, banks, elc,

§ 6EA. The provisions u_f section 43D shall apply in the case of every public
‘ tinanciatinstitution, scheduled bank, State financial corporation and State
industrial investment corporation where its income by way of interest pertains to
the following categories of bad and doubt{ul debts, namely:—

(<) (4 Non-viable or sticky advances, ie, where irregularities of the nature
specified in sub-clause (i) are noticed in the accounis of the borrow-
crs for a period of six months and more and there are no minimum
prospects of regularisation of accounts, or where the accounts or
information in relation to such accounts reflect usual signs of sick-
ness, such as,—

(1) apparent stagnation in the business as a result of the slow or
negligible turnover;

() frequent requests for overdrawing or issue of cheques without
ensuring availability of funds in the account;

(3) bills purchased or discounted remain overdue for 3 months and
more or ihe recovery of such bills from the borrower poses
difficulties;

(4} in the case of term-loans, instalrents which are overdue for 6
months or more;

(5) uncxplained delays by the borrower in subrmission of quarterly
or half-vearly operating statements or stock statements or
balance sheets and other information required by the bank;

(6) slow movement or stagnation of stacks observed during inspec-
tions; _ _

(7) low or negligible level of activity observed during inspections or
suspension or closure of the business; |

(8) persistent delay in compliance with vit’a.l requirements like
execution of documents, producing additional security when
required or nori-compliance with such requiremen;ls;

-version of funds to sister units or acquiring capital assets niot

@ 1:*:Iu:lt;\.fr:ult 1o the business or large personal withdrawals by the

borrowers;

the IT (First Amdt.) Rules, 1997, w.r.ef, 9-8-1962:
this rule, "net premium income” means the amount of
the amount of reinsurance premiums paid during the

7. Suhstituted for the following by
'Explanation—Fuor the purpuses of
premiums received as reduced by
relevant previous year.

8. Inserted by the IT (Tenth AmdL.) Rules, 1992, war.ef. 1-4-1992.

*Heading is provided by Editor.



R. 6EB INCOMIE-TAX RULDS, 1un2 l'"h

ntentional non-udherence 1o project achedulen 'L'{'dillir. tey ),
o :iltl:'mtinl cost esenlutions and requirement ol additionst l'::u::]
financw;
({1 thepressure
workoers or statutory dues or re
mises;
(12) the current linbllitics exceeding current uas-t:lh':
(13) any grave irregularities observed by the auditors of the burr,,,
ers which remain to be rectified;
(14) basic weakness revealed by the flnancial statements of the uniy,
for example, continued cash loss beyond one year,
(i)) The irregularities referred to In sub-clause (4) in the accounts of 1h,
borrowers are—

() where the accounts are overdrawn beyond ﬁhﬂ drawing power
or the sanctioned limit, for a temporary period;

(2) instalments in respect of term-loans are overd_ue fuf less than ¢
months or import bills under letters of credit or instalments
under deferred payment carried are overdue for less than 3
months;

(3) bills not exceeding 10% to 15% of the total outstandings in the
bills purchased or discounted account of the borrower are
overdue for payment for a period of less than 3 months
and refund in respect of unpaid bills is not forthcoming
immediately.

(&) Advances recalled, ie, where the repayment is highly doubtful and
revival of the unit is not considered worthwhile and a decision has been
taken to recall the advances.

(¢} Suit-filed accounts, ie, wherelegal action or recovery proceedings have
been initiated and suits are pending for recovery of advances.

{(d) Decreed debts, ie., where suits have been filed and decree obtained and
such decree is pending for execution.

(¢) Debts recoverability whereof has become doubtful on account of
shortfalls in value of security, difficulty in enforcing and realising the
securities, or inability or unwillingness of the borrower to repay the
banks dues, partly or wholly, and such debts have not been included in

preceding clauses (@) toa (d&).]

‘[Categories of bad or doubtful debts in the case of a public company under clause

(&) of section 43D.

6EB. The provisions of clause (&) of section 43D shall apply in the case of every
public cornpany whereits income by way of interest pertains to the following

categories of bad and doubtful debts, namely :(—

the liquidity leading (o nan-puymen) of wyy,.
ontheliq nts of office and Ium""&'[;;:-:’

9, Inserted by the IT (Thirtieth Amdt.) Rules, 1999, w.ef. 6-10-1999,
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(@) (0 doubliul anset, tha In, o e
assel ol the ninture
LW YOIUUE!

{i) non-performing 1 rolerr
following i B asact referrod (o In sub-cloune (1) shall be the

o] bt which hau remalned woon-perfurming
PocHied inwubeclawss (1) Tor o period e xeveding

D term bom
o due” fui. ;Eﬁf,:::::ﬁﬂnt"l?'r“”'- lli'lhu imerent nmaountremalnn “ponl
months; nwnstalinent s averdue for more than six

(D lease rental or hire pup
. purchose Inmtadment, i the re .
instalment is *past due® fog i months ¢ rental or the

{(3) bill purchased or discount he
unpaid [or six months: m{l ed, If the bill remainy overdue und

() any other credit Focility in the n
A ) » nature of short term lo
?fduvnnyn:; [nth::tr llb'mn those referred to In (), (2) und (5 al::v::{
; uunl toberecelved in respect ol such a g smaing
past due” for a period of six monl:ha; chafacilty remains
(B} lossasset, thatis, adebt which hasbeenidentilicd as loss und considered

as uncollectible but has not been written off In the accounts of the
assessee,

Explanatim::.—For the purposes of this rule, an amount shall be deemed to be *past
due” when it remains unpaid for thirty days beyond the due date,)

i CC.—Books of account

nRooks of account and other documents to be kept and maintalned under sectlon
44AA(3) by persons carrying on certain professions.

6F, (1) Every person carrying on legal, medical, engineering or architectural
profession or the profession of accountancy or technical consultancy or

interior decoration or authorised representative or film artist shall keep and

maintain the books of account and other documents'® specified in sub-rule (2):

13[Provided that nothing in this sub-rule shall apply in relation to any previous year
in the case of any person if his total gross receipts in the profession do not excced

10, Inserted by the IT (Ninth Amdt.) Rules, 1981, w.el. 21-11-1981. o

11. Seesection 295(2)(dda). Scction 44AA is valid and is not viclative of the Constitution—H A.K.
Rao v. Union of India[1991] 189 ITR 322 {Kar.) o '
It is true that section 44AA nowhere provides that books of account maintained by mc'dwal
professional and other professionals, must be based on valustion report of technically
qualified persons; however, that does not mean that whatever has been shown by assessce
et b 1aken a8 @ gospel truth - Sme. Kiran Lata v. ITAT [2009] 177 Taxman 420

Uttarakhand). o

12. it is not wit_hin)scope and ambit of the power of AD to compel ssessee 10 mainta:n s accounts
according to AS-7 - Blue Heaven Construction v. I10[2010] 39 SOT ?:9 (Kol. - Trib.) o

13. Substituted by the IT (First Amdt.) Rules, 2000, w.ef. 6-4-2000. Prior to its substilulion,

i maert Amdt.) Rules, 1983, w.ef. 28-2-1983, read as under :
provee = = by the It (Fiﬁh ) {Cemid ont 3. 103
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one of the three years' imme diate]y
profession has been newly set upin ¢,
n for that year are not likely

onc lakh fifty thousand rupces Iin ar:ﬁ
receding the previous yvear, or, where the '

gl‘ev 131.‘1[:%\;2:};;?:;:1;! gruss receipts in the professio
1o exceed the said amount.]
{(2) The books of account and other documents referred
the lollowing, namely:—

(7} = cash book; _

(i) a journal, if the accounts are maintained a

systemn of accounting;

(i) a ledger;
W(#v) carbon copies of bills, wh

to in sub-rule (1) shaijl
ccording to the mercanii],

ether machine numbered or othemris; serially
i i d by the person, and carbgy,
bered, wherever such bills are issue . - -

::;les or counterfoils of machine numbered or otherwise seriafly

numbered receipts issued by him:
Provided that nothing in this clause sh
exceeding twenty-five rupees;] i o
o i . i receipts in respect of

) original bills wherever issued to the person an : !

v ex;il:nnditure incurred by the person or, where such bills and receipts are
not issued and the expenditure incurred does not exceed fifty rupees,
payment vouchers prepared and signed by the person:

[Provided that the requirements as to the preparation and signing of
payment vouchers shall not apply in a case }Uhere _the cash book
maintained by the person contains adequate partic ulars in respect of the
expenditure incurred by him.j

Explanation.—In this rule,—

(@) “authorised representative” means a person who represents any other
person, on payment of any fee or remuneration before any Tribunal or

all apply in relation to sums ngg

{Conid from p. 1.107)

“Provided that nothing in this sub-rule shall apply in relation to any previous year—

(@) in the case of any persen fother than a person referred to in clause ()], if his total gross
receipts in the profession do not exceed sixty thousand rupees in any one of the three
years immediately preceding the previous year, or, where the profession has been newly
set up in the previous year, his total gross receipts in the profession for that year are not
likely to exceed the said amount;

(5) in the case of a person who, in the course of his medical profession, dispenses drugs and
medicines, his total gross receipts in the profession do not exceed eighty thousand rupees
in any cone of the three years immediately preceding the previous year,; or, where the
profession (including the dispensing of drugs and medicines) has heen newly set up in
the previous year, his total gross receipts in the profession for that vear are not likely to
exceed the said amount.”

14. Where the assessee’s gross professional receipts in one of the three years preceding the
previous year in question have not exceeded Rs. 1,50,000, the assessce is not required to
maintain books of account for that previous year even though such gross receipts have
exceeded Rs. 1,50,000 in the other two preceding years - A. Keshava Bharv. ITO[2001)237 ITR
83/115 Taxman 208 (Kar.),

15. Substituted by the IT (Fifth Amdt.) Rules, 1983, w.c.f. 28-2-1983.

16. Inserted, ibid
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authority constituted or appointed by or under any law for the time
being in force, bul does not include an employee of the person so

represented or aperson carrying on legal profession or a person carrying
on the profession of accountancy;

(8 “cashbook® means arecord of all cash receipts and payments, kept and
maintained from day-to-day and giving the cash balance in hand at the
end of each day or at the end of a specified period not exceeding a
'"lmonth};

(c) "™film artist” means any person engaged in his professional capacity in

the production of a cinematograph film whether produced by him or by
any other person, as—

(i) an actor'¥;
(if} a cameraman;
(i) a director, including an assistant director;
(iv) a music director, including an assistani music director;
(v) an art director, including an assistant art director;
(v} a dance director, ncluding an assistant dance director;
(vii) an editor;
(vifi) a singer;
(ix) a lyricist;
(x) a story writer;
(xi) a screen-play writer;
(xif) a dialogue writer; and
(xii)) a dress designer.
1%3) A person carrying on medical profession shall, in addition to the books of

account and other documents specified in sub-rule (2), keep and maintain the
following, namely :—
{7} a daily case register in Form No. 3C;

(i) aninventory*[underbroad heads,]as on the first and the last day of the
previous year, of the stock of drugs, medicines and other consumable
accessories used for the purpose of his profession.

(4) The books of account and other documents specified in sub-rule (2) and sub-rule
(3) [other than those relating to a previous year which has come to an end] shall
be kept and maintained by the person at the place where he is carrying on the

17. Substituted for “week” by the IT (Fifth Amdt) Rules, 1983, w.ef. 28-2-1983,

18, A person who is engaged in his professional activity in production of cinematography would
only be called a film artist. An artist not associated with production of any flm would not be
calied a “film artist'. - Jasminder Singh v. Addi CIT[2016] 50 ITR (Trib.) 460 (Lucknow). Stunt
artist is nat an actor - Py CIT v. Movies Stunt Artists Assn. [2006] 6 SOT 204 (Mum. - Trib.).

19. It is not open to assessing autharity to desire same other books of account te be maintained
over and above books of account required by rule 6F - CIT v. Rafni Kant Dawve [2006] 150
Taxman 387 (AlL). Requirement of rule 6F(3) do not apply to 2 company since a COINPauy
cannet carry on profession -~ ITO v. Ashalok Nursing Home (P.) Lid [2006] 156 Taxman 8t
(Delhi - Trib.XMag.).

20. Inserted by the IT (Fifth Amdt.) Rules, 1983, w.ef. 28-2-1983.
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R. 6G
d on in more places than one, at th

profession or, where the fprofession is carrie
principal place of his profession: o
Proided et whece o person ks and et B Lol Lo

respect of each place where the profession Sective places at Whichm

other documents may be kept and maintained at theres
profession is carried on. o )
(5) The books of account and other documents spegif{ed insub ;rt:}l:ﬁiiin: :c'llhjf"“le
{3) shall he kept and maintained for a period of ¥[six] years of 1y,
relevant assessment year.

1:[&1 -r]
Provided 2Y*""] that where the assessment in I'
been rebpell:)ccil under section 147 of the Act wi

relation to any Assessment year hy,
+hin the period specified in sectig;,

hich were kept

of account and other documents whi ept ang

gzi:?f;il;ee; :i’ ﬂﬁgﬂﬁmmﬂg of the assessment shall con}:muj ta be 50 kepy
and maintained till the assessment 50 reopened has been comp eted.]

i i ythin contained in sub-rules (1) to .(3_), ii_’. shall not be
#{(6) Notmthstﬂﬂdmgoi m-yiﬁg on any of the professions specified in sub.rule ()
to keep and maintain the books of account and other documents sReclf;ed in sub.
rule (2) or sub-rule (3) in relation to any previous year commencing before the

25[first day of March, 198311

2] CCC.—Reports of audit of accounts of persons carrying

on business or profession

?[Report of audit of accounts to be furnished under section 44AB.

6G. (1) The report of audit of the accounts of a person required to be furnished
under section 44AB? shall,—

21. Substituted for "eight” by the IT (First Amdt.) Rules, 2002, w.el. 4-2-2002,

22. First proviso omitted, ibid.

23, “further” omitted, ibid
24. Inserted by the IT (Second Amdt.) Rules, 1982, wr.ef 21-11-1981.
25. Substituted for "first day of September, 19827 by the IT (Fifth Amdt.} Rules, 1983, w.ef,

28-2-1983,

26. Inserted by the IT (Amdt.) Rules, 1985, w.ef. 1-4-1985.

27. Substituted by the IT (Fourteenth Amdt.) Rules, 1999, w.e.f. 4-6-1999. Prior to its substitution,
rule 6G, as inserted by the IT (Amdt.) Rules, 1985, w.e.f. 1-4-1985 and later on amended by the
IT (Sizxth Amdt.) Rules, 1985, w.e.f. 1-4-1985,

28. Section 44AB cannot be construed as superfluous—A.S. Sarma v. Union of India [1989] 175
ITR 254 (AP); Abhay Kumar & Co. v. Union of Idia [1987] 164 TTR 148 (Raj.). Prescribing
different dates for companies and other assessees is not discriminatory.—N Vinodkumar &
Co. v. Union of India [1999] 237 ITR 502 (Kar.). Expression ‘accounts’, used in section 142(2A)
or under section 44AB, does not mean merely books of account of assessee, but it could
include books of account, balance sheets and all other records maintained by assessee,
irrespective of fact whether accounts maintained by assessae may or may not be in such form
or manner or system as prescribed under section 44AA - 8.J Agarwal & Co. v. ITO[2008] 114
ITD 27 (Pune - Trib.). Nop-inclusion of income-tax practitioners for auditing accounts is not
violative of article 19 of the Constitution - 7.D. Venkata Rao v. Union of India [1999] 103

Taxman 621/237 ITR 315 (SC).
{Contd oot p 7 111




1111 DETERMINATION OF INCOME - SPECIAL CASES RR. 6GA-7

(a) in the case of a person who carries on business or profession and who

is required by or under any other law to get his accounts audited, be in
Form No. 3CA;

(B in the case of a person who carries on business or profession, but not
being a person referred to in clause (4), be in Form No. 3CB,

@ The Pmcul;f‘j which are required to be furnished under section 44AB shall be
CD.
in Form Nﬂ. 3

[ OCCA.—Report of audit in case of incone by way of rovalties, ete.,
in case of non-residents
Form of report of andit to be furnished under sub-section (2) of section 44DA.

6GA. Thereport of audit of accounts of the non-resident (not being a company)or
a foreign company, which is required to be furnished under sub-section (2)
of section 44DA shall be in Form No. 3CE.]

WMCCCC.—Report in the case of slump sale

Form of report of an accountant under sub-section (3) of section 50B.

6H. The report of an accouniant which is required to be furnished by every
assessee along with the return of income, in case of slump sale, under sub-
section (3) of section 50B shall be in Form No. 3CEA.]

D.—Special cases

Nncome which is partially agricultural and partially from business.

7. (1) In the case of income which is partially agriculiural income as defined in

section 2 and partially income chargeable to income-tax under the head “Profits
and gains of business”, in determining that part which is chargeable to income-tax
the market value of any agricultural produce whichhas been raised by the assessee

iCorrd from p P 11;
Non-filing of audit report is a curable defect under section 139(?) of the Act - M.P. State Agro
Industries Development Corporation Lid v, CIT [2003] 183 CTR (MP) 33. In case of an
individua! carrying on business as a sole proprietor it is necessary te comply with provisions
of section 44AB only in respect of his business income; it would not be necessary to comply
with provisions of section 44AB in respect of his other income - Ghai Construction v. State of
Muharashiva [2009] 184 Taxman 52 (Bom.). For details, see Taxmann's Master Guide to
Income-tax Rules.

29, Inserted by the IT (Twenty-seventh Amdt.) Rules, 2003, w.ef. 20-11-2003.

30. Heading *CCCC", consisting of rule 6H, inserted by the IT (T'wenty-first Amdt.} Rules, 1999,
welf. 25-6-1999.

1. See section 295(2) B}
‘Market' in the context of rule 7 does not mean an open market where buyers and sellers
get together for the purchase and sale of goods. The existence of such a market is not a pre-
requisite for determination of market value. i the agricultural produce is ordinarily sold in
the market, role 7(2){a) will apply; if not. rule 7(2X &) will apply - Thiru Arooran Sugars Lid. v.
CIT [1997] 93 Taxman 579/227 ITR. 432 (SC). Additional price of sugarcane pursuant to
revision in prices is deductible in year in which liability arose - Instruction No. 745, dated
30-8-1974, Overhead expenses like salaries, provident fund, etc, are deductible in full - €T
V. Bhopal Sugar Industries Lid [1970] T8 ITR 209 (MFP). Where agricultural produce is

tCumrd e F HLT)
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or received by him as rent-in-kind and which has been utilised as a raw matery,) .
such business or the sale receipts of which are included in the accaunts of the
business shallbe deducted, and no further deduction shall be l:nade in respect of any
expenditure incurred by the assessee as a cultivator or receiver of rent-in-king
(2) For the purposes of sub-rule (1} “market value® shall be deemed to be —

ce is ordinarily sold in the market in is rag,
o it of any process ordinarily employed b, .
_in-kind torenderitfit tobe taken to magy,,
to the average price at which it has beer

Ri?

(a) where agricultural produ
state, or after application t
cultivator or receiver of rent
the value calculated according 1c
so sold during the relevant previous year; - )

5 where agricultural produceis not ordinarily S6IC 11 th€ MAIKEL in its rg,
© state or%a?ter appligtinn to it of any process aforesaid, the aggregage

of—
() the expenses of cultivation; .
(ii} theland revenucorrent paid for the areain which it was grown;ang

{Conid. frain g 1.111) +
captively consumed, deduction towards markct value Ea::’ngz bedc;uhﬁl mnl'.l_:él;lelg becnn,seltl}.ﬂ!

jal and separate accounts ha en m or agricullury

¢ of raw mater []9?]] BO ITR 547 (AP]- [f sEugarcane as 3

s s Fi Lid v. AAC

production - Nizarm Sugar Factory V. _ e b
prod s« ordinarily saleable in the market, its nature cannot chanfe because of the
reane C 3rd ly rule 7(2){a) and not rule 7{(2X &) will apply 1

Lid. [1983] 144 ITR 4 (Mad.), affirmed in Thin,
579/227 [TR 432 (SC). Marke1 price must be ane
d cannat be fixed by some sugarcane
tries Lid v. CIT[1970] 76 ITR 478 (Bom,),

Sugarcane Control Order and, hence, an
sugarcane - CfT v. Thiru Arcoran Sugars
Arooran Sugars Lid v. CIT[1997] 93 Taxman
nearest to the factory of the manufacturer, an
manufacturers association - Walchandnagar Indus
Where Government has fixed a general price for sugarcane, that price cannot be ignored in
favour of any other price established by assessee with evidence - CIT v. Bhopal Sugar
Industries Lid [1963] 47 TTR 859 (MP). Additional price paid in pursuance of Sugarcane
Control Order is deductible - CITv. Janki Sugar Miils Co. Lid [1972] B4 ITR 348 (All). No pary
of managing agency commission is disallowable when managed company carries on the
cultivation of sugarcane and manufacture of sugar as a single indivisible business - CiTy,
Makarashira Sugar Mills Ltd [1971] 82 ITR 452 (SC)/ Walchandnagar Indusiries Ltd v, CIT
[1970] 76 TTR 478 (Bom.)/ CIT v. Chillidhary Tea Ca Lid [1983] 141 ITR 517 (Cal). Where
cultivation of sugarcanc and manufacture of sugar was carried on as a camposite indivisible
business, and overhead expenses could not be apportioned as between the two activilies, no
portion of such expenses cauld be disallowed - CIT v. Bhopal Sugar Industries Ltd [1970) 78
ITR 209 (MP)/Addl CIT v. Nizarn Sugar Factory [1981] 127 TTR 423 (AF). Transportation
charges incurred for bringing sugarcane from own fields to factory are not disallowable
under rule 7 - CITv. Nizam Sugar Factory Ltd. {No. 2)[1979] 116 ITR 706 (AP). ‘Average price’
under rule 7(2){2) means the average of the prices paid at the centre where sugarcane is
supplied. Rebate for transport charges allowed by Government is not deductible - Bhopal
Sugar industries Lid v. CIT [1968] 70 ITR 403 (MP). Where assessee has an uut-centre and
also its own farms, the difference between the price fixed by Government for the cut-centre
and that fixed at the factory gate should be disallowed, and nothing more - CIT v. Ganesh
Sugar Mills Lid. [1986] 161 ITR 540 {Cal). Where assessee-manufacturer had, in addition w
sugarcane produced by it, purchased sugarcane from outside, the price a1 which sugarcane
was purchased could not form the basis for determining the price of self-produced sugarvanc

- Godavari Sugar Mills Lid v. CIT[1978] 112 ITR 205 (Bom.),
For allowability of harvesting & transportation expenses in case of Cooperative Sugar Mills

- See Circular No. 6/2007, dated 11-10-2007.
For details, see Taxrnann's Master Guide to Income-tax Rules.
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(iii) such amount as the *[Assessing Officer] finds, having regard to all
the circumstances in each case, to represent a reasonable profit.

u[Income from the manufacture of rubber.3

qa. ¥[(1)Income derived from the sale of centrifuged Iatex or cenex orlatex based

crepes (such as pale latex crepe) or brown crepes {(such as estate brown crepe,
remilled crepe, smoked blanket crepe or flat bark crepe) or technically specified
block rubbers manufactured or processed from Field latex or coagulum obtained
from rubber plants grown by the seller in India shall be computed as if it were

income derive_d from l?ushles& and thirty-five per cent of such income shall be
deemed to be income liable to tax.]

@n computing such income, an allowance shall be made in respect of the cost of
planting rubber plants in replacement of plants that have died or become perma-
nently useless in an area already planted, if such area has not previously been
abandoned, and for the purpose of determining such cost, no deduction shall be

made in respect of j‘.he amount of any subsidy which, under the provisions of clause
(30 of section 10, is not includible in the total income.

fncome from the manufacture of coffee.’*

7B. *[(1) Income derived from the sale of coffee grown and cured by the seller
in India shall be computed as if it were income derived from business, and
twenty-five per cent of such income shall be deemed to be income liable to tax.

(14) Income derived from the sale of coffee grown, cured, roasted and grounded
bythesellerin India, with or without mixing chicory or otherflavouringingredients,
shall be computed as if it were income derived from business, and forty per cent of
such income shall be deemed to be income liable to tax.

Explanation—For the purposes of sub-rules (1) and (1A) “curing” shall have the
samie meaning as assigned to it in clause (d) of section 3 of the Coffee Act, 1942
(7 of 1942)7]

32, Substituted for “Income-tax Officer” by the IT (Fifth Amdt) Rules, 1989, wref 1-4-1988.

33, Rules 7A and 7B inserted by the IT (Second Amdt) Rules, 2001, wef, 1-4-2002 (ie,
assessment year 2002-03 and onwards).

34. Past assessments (L, priorto assessment year 2002-03) will not be reopened if the assessees
had already paid agricultural income-tax on the whole income from manufacture of rubber
or coffee - Circular No. 5 of 2003, dated 22-5-2003. See also Circular No. 10/20603, dated
24-12-2003 and Circular No. 10/2006, dated 16-10-2006 [clarification regarding filing of
return of incomme by coffee growers, being individuals coversd by rule 7B]. For details, see
Taxmann’s Master Guide to Income-tax Rules.

35. Substituted by the IT (Third Amdt.) Rules, 2002, w.e.f. 1-4-2003. Prior to its substitution, it
read as under :

*(1) Income derived from the sale of centrifuged latex or cenex manufactursd from rubber
plants grown by the seller in India shall be computed as if it were income derived from
business, and thirty-five per cent of such income shall be deemed 10 be income liable to tax.”

36 Sub-rules (1) and {1A) substituted for sub-rule (1) by the IT (Eleventh Amdt.) Rules, 2002,

w.ef, 1-4-2002. Prior to its substitution, sub-rule (1) read as under :
“(1} Income derived from the sale of coffee grown and manufactured by the s¢ller in India,
with or without mixing of chicory or other Havouring ingredients, shall be computed as if
it were income derived from business, and forty per cent of such income shall be deemed
ta be income Liable to tax.”

37, For definition of “curing”, as given in section 3(d) of the Coffee Act, 1942, see Appendix.
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() I computing " the incomesrelerred 1o in sub- “l'IL"-" ( I‘J.*‘”l'-l‘ rll'j::”-‘ -Iif “"”'Wu; g
shadl be made in respect ol the cont ol pl;ml‘rn;:t'uillt't‘P‘-lfl_l'--'-I;'_':Fd L;,Il”" “’_I"u.”_ |
it have died or hecome Jwel mancntly pisecless moan al t.d .J‘ !'L;Ir }-'[r'l ::l.i‘lt_udf il "‘".il
aren has not previously been abandoned, and for Il_rr.-pur['mﬂ. J”{. ¢ ;.r'mum”{,i : |
cost, no deduction shall be made in respeet .“' th: dmt'{'»“_l 'I*_hid.'[}' huhuid., |
which, under the provisions of clause (37) ol seetion 10, is notincludible in th

ilh'uuu-,l
“Income from the manufocture of tea.

8. (1) Income derived from the sale ol te

Oyl |

a grown and manufactured by the se],
a g x 4 . o1 ¥ i oh8. ¢ ¥
in India shall be computed as if it were income der W.LII-]- f];i.::rrll(?:i;;mss, dndfun._,.
per cent of such income shall be deemed to be income s . |
allowance shall be made in respect of the ¢y of
planting bushes in replacement of bushes that have d:ud“u_r bg;:og:c)PEI*hmancnl]}
useless in an area already planted, if such arca has not pn;Jmefs ? .hctﬁlﬁ andoneg
#[, and for the purpose of determining such cost, no deduction shall be mage ,

' by the IT (Eleventh Amdt.) Rules, 2002, w.ef. 1-4-2002,

(2) In computing such income an

18, Substituted lor "such income’

39, See section 295(2)(O)1).
Ru‘h- & is nol wltra vires section 295— Tata Tea Licl v, State of West .Ber;gu.’[l‘?ﬁﬂj 173 ITR I8

(8C). Decision in CST'v, D.S, Bist & Sons AIR 1980 SC 169 has no beannlg,.zmd income from
tea grown and sold in India will continue to be cumpult_‘d under rule 8 - Circular No. 310, date
29.7-1981. Rule 8 will apply only (o a seller who has himself grown and !nanufaclurtd lea—
CITv. Khan Bahadur Waliur Rahman [1946] 14 ITR 287 fCaI.}. Sta_te Legislature cannot deny
any deduction admissible under the IT Act/Rules—Karimtharuvi Tea Estates Ltd. v. Stage of
Kerala[1963) 48 ITR 83 (SC). AITO is bound to accept assessment made by the ITO—Ang,.
American Direct Tea Trading Co. Ltd.v. CAIT [1968]69ITR 667 (SC)/ Bhagavandas Narayandgs
v. AITO[1968] 70 ITR 128 (Mad.). Computation of agricultural income even for the purpose
of the State enactments will have to be that which is made under the provisions of the Income.-
tax Act and Rules made thereunder - Assam Co. Ltd. v. State of Assarm[2001] 248 ITR 567 (SC),
It is not correct to say that rule 8 is applicable only in casc of income - Hindustan Unilever Lid
v. Dy. CIT [2010] 191 Taxman 119 (Bom.). Percentage must be applied on the chargeable
income, Le, after allowing deductions under Chapter VI-A—CAJIT v. Periakaramalai Tea &
Produce Co. Lid. [1972] 84 ITR 643 (Mad.). Salary/Interest paid to partner by a firm engaged
in growing and selling tea is also taxable to the extent of 40 per cent of such salary/interest
- CITv. R.M. Chidambaram Pillai[1977] 106 ITR 292 (SC)/ CIT v. Amisoi Tea Estate[1978] 112
ITR 234 (Gauhati)(FB). It is not necessary that both basic operations and subsequent
operations must be carried on by one and the same person— Havakkal Estate Co.v. CIT[1977]
109 ITR 59 (Mad.). Rule is not applicable to income which has no relation to tea business (like
income from investments)—Sookerating Tea Co. (P.) Lid.v. CIT[1978] 111 ITR 457 (Gauhati).
Where tea business is leased out to another party for management, only 40 per cent of lease
income is assessable to income-tax—CITv. Haroocharai Tea Co.[1978] 111 ITR 495 (Gauhati).
Where it was found that assessee’s activities of raising/selling tea and of raising paddy and
other crops on the fallow land for the time being constituted an indivisible business, no part
of the indirect expenses was disallowable—CIT'v. Chillidhary Tea Co. Lid. [1983] 141 ITR 517
(Cal.). Maintenance of nursery for purpose of raising bushes to be utilized for replantation of
dead or useless bushes within plantation area does not come under rule 8(2) - CIT v. Tasah
Tea Lid. [2003] 129 Taxman 647/262 ITR 388 (Cal). In case of assessee growing and
manufacturing tea in Darjeeling, income from ‘tea grown and manufactured' would be
assessed by Assessing Officer under the 1961 Act and thereafter 40 per cent of such assessed
income would be taxed under the 1961 Act and balance 60 per cent would be taxed under
Bengal Agricultural Income-tax Act, 1944 by Agricultural Income-tax Officer: in case assessee
directly sells green tea leaves resulting in an income from agricultural products, it cannot be

taken as incidental income to business and whatever income is derived from sale of green tea
(Cuntted on p. 1113
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t of the amount of any subsidy which ;
::ilt:;%cn 10, is not includible in the tD}tral inco;lt:fer the provisions of clause (30) of

aConditions for the grant of development allowance.

_The other conditions referred to in cl . ] ]
8A shall be the following, name!y:—-m clause (#ii) of sub-section {3) of section 33A

(@) the assessee shf:l]l. at least three months before commencing the opera-
tions for ]:tlaptmg or, as the case may be, replanting tea bushes, give
notice of his m_tention to do sa to the Tea Board in writing in Form No. 4:
Fro:rzlded :lhat In a case where such operations have commenced before
the ¥[1st day of January, 1968]), this condition shall be deemed to have

been fulfilled if notice of such com is i
before the “[1st day of F ebruary, lxggglfement is given by the assessee

(b) the assessee shall _&ffm:d the Tea Board or such other person or agency
as may be authorised in writing by the Tea Board in this behalf, every
reasonable facility to enter upon and inspect the area under planting or,
as the case may be, replanting;

(¢) the assessee shgall furnish to the Tea Board such particulars, docurnents
or statements, in relation to the planting or replanting of tea, as the Tea
Board may require him to furnish;

(d) the assessee shall furnish to the “[Assessing Officer], along with his
retwrn of income for the previous year for which the deduction is
claimed, a certificate from the Tea Board in Form No. 5 “[and a state-
ment of particulars in Form No. 5A].

Explanation.—Far the purposes of this rule, *“Tea Board* means the Tea Board

established under section 4 of the Tea Act, 1953 (29 of 1953).]

*Method of determination of period of holding of capital assets In certain cases,

8AA. (1) The period for which any capital asset, other than the capital assets
mentioned in clause (i) of the Explanation 1to clause (424) of section 2 of the

Act, is held by an assessee, shall be determined in accordance with the provisions

of this rule.

(2) In the case of a capital asset, being a share or debenture of a company, which

becomes the property of the assessee in the circumstances mentioned in clause (x)

of section 47 of the Act, there shall be included the period for which the bond,

{Contd, fronm p, 1,1 14)
leaves will be assessed by Agricultural Income-tax Officer under 1944 Act and not under 1961
Act - Untlon of mdia v. Belgachi Tea Co. Ltd. [2008] 170 Taxman 209/304 ITR 1 (SC). Receipts
of premium on import licence, sale of scrap, miscellaneous garden income and excise duty
having direct nexus with assessee’s activities of growing, manufacturing and selling of tea
should be treated as assessee’s composite income before apportionment thereof in terms of
rule 8 .- McLeod Russel India Ltd v. CIT[2013] 38 taxmmann.com 273/218 Taxman 139 (Mag.)
{Gan.). For details, see Taxmann's Master Guide to Income-tax Rules.

40. Inserted by the IT (Second Amdt.) Rules, 1971,

41. Inserted by the IT (Fourth Amdt) Rules, 1967, w.ef 1.4.1967. Sse CIT v. Malayalam
Plantations Ltd. [1976] 103 ITR 835 (Ker.) on filing of certificate under this rule.

42. Substituted for “1st day of August, 1967" by the IT (Third Amdt.) Rules, 1968, wr.ef. 1-4-1967.

43, Substituted for *1st day of September, 1967, ibid

4. Substituted for “Income-tax Officer” by the IT (Fifth Amdt.) Rules, 1989, w.r.ef. 1-4-1988.

43, Inserted by the IT (Amdt) Rules, 1968, w.ef. 1-4-1968.

46, Inserted by the IT (Sixth Amdt.) Rules, 2016, w.c.f. 1-4-2016.
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rtificate, as the €ast may be, was held b,

debenture, debenturce-stuck or depusit ¢ |
Income Declaration Schemg

the assessee prior to the conversion.  the
“1(31In the case of a capital asset, declared under the h rtyis h

2016.— : . d [or which such Propertyis hely

. . . 3] . [he 1a 1 irs .

O boinmamimmorstleprepey 1P L ropertlt seared

zhall b}e reckfl;ilﬁun?s”:'vi denced by a deed register y

ate of acquis

of a State Governmenk ﬂ"d'

'} in anv other case, the perl

@ reckoned from the 1st day of . e the property of the Indian

#{(4) In the case of a capital asset whchlaErlecam o B branch of a forcign

subsidiary company in conseg';ﬁ'}??o}(;gctiaﬂ 115JG, ther fi" shall big‘rﬁ]”dﬁdlhe

v refe: ub-sech 14 by the said branch of the urmgnb pa }éand

period for which the asset was held oy he capital asset by a mode of

. uired t 1. A
by the previous OWREr, if ;HY-E‘?'E?}:‘&‘EE:E (if) or clause (#id) or clause (i) of sub.
acquisition referred to In CRACLT L1y of section 11576

section (1) of section 49 or sub-sec .

‘:"[Gﬂid:ﬁnﬁ for notification of zero coupon bond al company or infrastructure

BB. (1) Ap application by an mﬁasn; ification under clause (48) of
“afit?] fund or a public sector ¢o I::d Y e issu&dfb}’ it shall be made in Form

section 2 of any date of issue O

No. 5B at least three months before thebe made for notification of a bond to be

icati hall not . . y
g‘;ﬁgﬂ?{ﬁ;n ﬁ;;:fc];:? ::;-: following the financial year in which the application

tlf;)n:llivei}' application, under sub-rule (1), shall be accompanied by the following

documents, namely— ' '
(i) where the applicationis made by any infrastructure capital company or

i or company, being a Government company as defined in
:ﬁﬁgﬁﬁﬁf Iij.he C(Fmpyaniﬁ fct, 1956 (1 of 1956), a copy of certificate
of incorporation under the Companies Act, 1956 (1 of 1956}

(#) where the application is made by any infrastructure capital'fundf acopy
of the trust deed registered under the provisions of the Registration Act,
1908 (16 of 1908);

(ii) where the application is made by a public sector company, being any
corporation, established by or under any Central or State or Provincial
Act, a copy of the relevant Act.

(3) The Central Government, while specifying a zero coupon bond by notification

in theIOfficial Gazette shall satisfy itself that the following conditions are fulfilled,

namely:—

(9) the period of life of the bond is not less than ten years and not more than

twenty years;
(i) the infrastructure capital company or infrastructure capital fund or
public sector company proposing to issue a zero coupon bond has an

47. Inserted by the IT {Thirty-fourth Amdt.) Rules, 2016, wr.ef, 1-5-20146.
48. Inserted by the IT (Thirteenth Amdt) Rules, 2018, w.ef §-12-2018,

49. Inserted by the IT (Third Amdt.) Rules, 2006 006
i ] Fl W.E.f. 1'4— - f = .
see Taxmann's Master Guide 16 Incorae-ta B 2 Seenotified Zero Coupon Bunds,
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investment grade rating from at least two credit ratins asencies resis-
tered under sub-secti g .

on (l1A) of section 12 of the Securitiss and
Exchange Board of India Act, 1992 (15 of 1992
({) mecessary arrangement has been made bv the infrastructure canital
company or infrastructure capital fund or pubkc sector company for
' ; ‘£oupon bond in a recognised stock exchange in India;
() w here the 3PPhcat[0n i1s made by the infrastructure capital companv or
ipital fund, such company or fund shall furnish alons

rtaking that the money realised on issue of
lLlhe z;l:_cnupon bond shall be invested by it in the following manner.

() twenty-five per cent or more of such realisat; f
o -live per _ : ‘ ation beforetheend of the
b;::gc;;al ls:; Ez:;l l:mmﬁ-dmtel} following the financial vear in which the

(#1) thebalance of such realisation within a riod of four fi ialvears
t ‘ r ur financial v
iy mrtjit]edlate]i}' following the financial }*eal:;e inwhich the bﬂnd?s. isj;ued'
(v) where the application is made bv a public sector com A -
; ' 2 1 pany, such com-
pany shall furnish along with the application an undertaki;g L}'lalulrl?ﬂ

money realised on issue of the zero coupon bond shall be invested or

utilised by it in the following manner, namelv:—
(0 fifteen per cent or more of such realisation before the end of the
ancial vear immediately following the financial vear in which the
bond is issued; E '
(i) the balance of such realisation within a period of six financial vears
immediately following the financial vear in which the bond isissued.
(4) The Central Government, after having satisfied itself about fulfilling of the
conditions referred to in sub-rule (1), sub-rule (2) and sub-rule (3) shall specify the
bond, by notification in the Official Gazette, giving therein, iner alia, the following
particulars, namely:— -
(@) name of the bond;
(b) period of life of the bond;
(¢) the time schedule of the issue of the bond:

(d) the amount to be paid on maturity or redemption of the bond:
(e) the discount;
() the number of bonds to be issued.

(5) The Central Government may, if the applicant fails to fulfil the conditions
referred to in sub-rule (1) or sub-rule (2) or sub-rule (3), reject the application for
notification after giving an opportunity of being heard to the infrastructure capi-
tal company or infrastructure capital fund or public sector company, as the case
may be.

(6) Every infrastructure capital company or infrastructure capital fund or public
sector company shall submit within two months from the end of each financial
vear referred to in sub-clause (i) or sub-clause (1) of clause (iv) of sub-rule (3), or,
as the case may be, in sub-clause (i) or sub-clause (i1 of clause (v) of sub-rule (3),
a certificate from an accountant as defined in the Explanation to sub-section (2)
of section 288, specifying the amount invested in each vear.

(7) The Central Government shall have the power to withdraw the notification i

:—t:j applicant fails to fulfil any of the conditions referred to in sub-rule (3) or sub-
e (6).
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Explanation.—For 1he use of this rule, the expressions "8iscount™ andg -,
of fi,fe of the bond" tsl;:aﬁ Lﬁﬂff{he same meanings respectively “"""fl*';"ﬁd b 1hie,
clause (i) and clause (1) of the Explanation to clause (iig) of sub-sectin, () iy
section 36,
Computation of pro rata amount of discount on a zero coupon bond for the L TL
of clause (lila) of sub-sectlon (1) of ucﬂm; a6. (3 of scction 36,
8C. For the pu s of clause (ifda) of sub-section 5 cthe pve .
amount I;f E;’sgumf c;:n a zerfo ccl}rupon bond shall be computed in the f‘*“‘f#’m;;
manner, namely:—
‘ i he bond shall be converted into number of calery,
@ Lﬁgrl:tﬁ;?ngf Iflgiciﬁs purpose, where the calendar month in which the.
bond is issued or the bond matures or is redeemed contains a part of ,
calendar month then, if such part is fifteen days or more than "_h&':n
days, it shall be increased to one calendar month and if such par i Jes
than fifieen days it shall be ignored;
(b} the amount of discount shall be div}ded by the number of calend,,
months determined in accordance with clause (a);
(¢) where one or more than one calendar month out of calendar mongh,
determined in accordance with clause (a} is or arc included in a previey,
year, the amount determined in accordance with clause (&) shall b
multiplied by the number of calendar months so included and the
amount soarrived at shall be taken to be the prorata amount of discoyny
for that previous year.]
[{Method for determining amount of expenditure in relatlon to Income pnoy
includible In total income.
8D. (1) Where the Assessing Officer, having regard to the accounts of the assessee
of a previous year, is not satisfied with—
{@) the correctness of the claim of expenditure made by the assessee: or
(5 the claim made by the assessee that no expenditure has bee:: incurred,

in relation to income which does not form part of the total income under the Act for
such previous year, heshall determine the amount of expenditure in relation tosuch
income in accordance with the provisions of sub-rule (2).

*'[(2) The expenditure in relation to income which does not form part of the total
income shall be the aggregate of following amounts, namely:—

() the amnount of expenditure directly relating to income which does ot
form part of total income; and

50. Inserted by the IT (Fifth Amdt.) Rules, 2008, w.ef. 24-3-2008. See also Circular No. 5/2014,
dated 11-2-2014 [Clarification regarding disallowance of expenses under section 14A in cases
where corresponding exempt income has not been earned during the financial year] - For
details, see Taxmann's Master Guide 1o Income-tax Rules.

31. Substituted by the IT (Fourteenth Amdt.) Rules, 2016, w.e.f. 2-6.2014, Prior to its substitution,
sub-rule (2) read as under :

‘(2) The expenditire in relation to income which does not form part of the total income shall
be the aggregate of following amounts, namely :—

() theamount of expenditure directly relating to income which does not form part of total
income;

(i) in a case where the assessee has incurred expenditure by way of interest during the
previous year which is not directly attributable to any particular income or receipt, an
amount computed in accordance with the following formula, narmely -—

iComed cnp 11~
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() an amount equal to 4ne per cent of the annual average of the monthly
averages of the opening and closing balances of the value of investment,
income (rum which does not or shall not form part of total income:

ovided that the amount referred to in clause (i) and clause (i) shall not exceed
the total expenditure claimed by the assessee, ]

@
Royaltles or copyright fees, etc., for literary or artistic work.

g. (1) Where a claim for an allocation is or has been made under section 12AA
" of the Indian Income-tax Act, 1922 (11 of 1922), in respect of the amount
veferred toin that section, it shall be dealt with in the following manner., namely:.—

() where the time taken by the author of the literary or artistic work in the
making thereof is more than twelve but less than twenty-four months,
one-half of the amount referred to in the said section shall be included
in the total income of the previous year in which the whole amount is
received or receivable, and the other half in the tatal income of the next
succeeding previous year: and

(i) where the time so taken is twenty-four months or more, one-third of the
amount referred io in the said section shall be included in the total
income of the previous year in which the whole amount is received or
receivable and one-third of the said amount in the total income of each
of the two next succeeding previous years.

2) Where a claim for an allocation is made by an assessee under section 180% for

the assessment year 1962-63 or any subsequent assessment year, it shall be dealt
with in the following manner, namely:—

(Contd froem p. L118)
B

AX
C
Where A= amount of expenditure by way of interest other than the amount of
interest included in clause (§} incurred during the previous year ;

B = the average of value of investment, income from which does not or
shall not form part of the total income, as a ing in the balance
sheet of the assesses, on the first day and the ﬁt day of the previous
year,

C = the average of total assets as appearing in the balance sheet of the
assessee, on the first day and the last day of the previous year;

(i) an amount equal to one-half per cent of the average of the value of investment, income
from which does not or shall not form part of the total income, as appearing in the
balance sheet of the assessee, on the first day and the last day of the previous year.”

52 Omitted by the IT (Fourteenth Amdt.) Rules, 2016, w.e.f. 2-6-2016. Prior to its omission, sub-
rule (3) read as under:
‘%) For the purposes of this rule, the *total assets” shall mean, 1otal assets as appearing in the
ce sheet excluding the increase on account of revaluation of assets but including the
on account of revaluation of assets.’
33. Sersection 295(2)(A.

5. lon 180 is not applicable in relation to previous year(s) relevant to assessment year(s)
SMnmencing on or after 1-4-2000.
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() thetaxforthe assessment year relevantio the previous yearin which th,

whole amount is received or receivable shall be—

| | income as reduced by twe.
(@) the amount of tax payable on the tota B« % 1 ded in the toty

thirds of the amount referred to in section : ¢
income of the previous year aforesaid had the total income 5o
reduced been his total income; plis ¢ ref
(b th taxon an ot cqual to ve-ird T P ol e
in section 180 included in the total 1€
aforesaid al the rate applicable toa total income of anamount equal
to one-third of such inclusion; and luded i th
R ) in section 180 included 1n the tota)]
(if) one-third of the amount referred to1m s el be included in the total

income of the previous year aforesaid _ .
incame of each of the two next succeeding previous years and the tax

] levant to the twg
if any, in respect of each of the assessments re
E:i::ia;l:i:ceeaggl prewgfus years shall be reduced by an amount equal to
one-half of the tax referred to in sub-clause (5) of clause (9.

53
ssps¢Deduction in respect of expenditure on production of feature films’’.

9A. 3[(1)In computing the profits and gains of the business of PTO‘%“CHG;: of i:fatm.-e
films carried on by a person (the person carrying on s.uch busmessf ereafterin
this rule referred to as film producer), the deduction in respect o the cost of

i ires the provisions of the
55. Inserted by the IT (Seventh Amdt) Rules, 1976. Rule 94 is not wultra vires :
Act- V. Vaigh'ese v. Dy. CIT{No: 2)[1 994] 210ITR 52¢ (Kar.). For details, see Taxmann's Master

Guide to Income-tax Rules,

56. See section 295(2)(d).
57. Subsidy received by producers of regional feature films <hould not be treated as revenue

receipt—see Circular No. 541, dated 25-7-1989 as a{ncnded by Ch:cular No. 544, dated
15-9-1089. [Now see section 2(29(xviti)] Non-applicability of rule 9A in case of Abandoned
Feature Films (Circular No. 16/20135, dated 5-10-2015). Post-production expenses. are nol
o udible - CITv. Prasad Productions (P.) Ltd.{ 19891 76 CTR (Mad.) 173. Maintenance of books
of account under rule 9A(3) is mandatory for secking deduction - LN Poddar v. ITAT[2010]
322 ITR 513 (Pat.). Where assessee’s claim relates to exhibition of old movies, assessee’s claim
for deduction would fall for consideration only under rule B and not under rule 9A - Madathil
Bros. v. Dy. CIT[2008] 301 ITR 345 (Mad.). Seealsa CTTv. Joseph Valakuzhy [2008] 170 Taxman
196/302 ITR 190 (SC). Where assessee was not a film producer but only a film distributor, in
respect of films claim of cost of acquisition would come only under rule 9B(4) as against claim
of assessee that it would corme under rule 9A(8) - AM Rathnamv. Dy. CiT[2007] 292 TR 126
(Mad.). it canmot be said that rule 9A has no application where film is intended to be sold to
TV Channels only and not meant for theatrical release - Vieshesh Films (P.} Ltd v. Dy, CIT
[2008] 26 S5OT 64 (Mum. - Trib.). Cost of production of film can be allowed as deduction only
when conditions as sp ified under rule 9A are satisfied - Sagar Sardhadi v. ITO[2012] 18
jaxmanmn.com 3487135 ITD 153 {(Mum.-Trib.). Where assessee engaged in production of
movies borrowed loan For production of movies, interest attributable to borrowings utilized
in production of film would be added 10 cost of production for being allowed under rule 9A
_ Asstt. CITv. Akkineni Nagarjuria Rao [2012] 22 taxmann.com 69/52 SOT 23 (UROQ) (Hyd. -
Trib.). Where assessee had neither himself exhibited feature film on commercial basis nor
sold rights of exhibits nor transferred rights of exhibits of feature film, claim of deduction was
hit by sub-rule (5) of rule A and could not be allowed under sub-rule (4) of rule 9A - Sugar
Sardhadi v. ITO [2012] 18 taxmanncom 348/135 ITD 153 (Mum. - Trib.). For details, sev
Taxmann's Master Guide to Income-tax Rules.

58. Substituted by the IT (Second Amdt.) Rules, 1986, w.ef. 2-4-1985.
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P oduction ol ateature lilm certificd for release by the Board of Filim Censors in a
yrevious year shall be allowed in accordance with the provisions of sub-rule (2) to
ah-rule (4).

Faplanation :In this rule,—

(0 "Board ol ]1.',Im Censors” means the Board of Film Censors constituted
under the Cinematograph Act, 1952 (37 of 1952);
(11 "u.:.-t'nl production™ in relation to a feature tilm, means the expendi-
ture incurred on the production of the Film, not being—
(@) theexpenditureincurred for the preparati . ii i
i preparation of the tive ts of
the film; and P pusitive prints o
(D) tl;c -:xpi:'ndiiuru i_m:urred in connection with the advertisement
of the film after it is certified for release by the Board of Film
Censors:] )
--‘[Pr?vided lhal the cost _of production of a feature film, shall be reduced by the
subsidy received by the film producer under any scheme framed by the Govern-
ment, where such amount of subsidy has not been included in computing the toral
income of the assessee for any assessment vear.]

(2) Where a.“'['"] feature film is certified for release by the Board of Film Censors
in any previous year and in such previous year,—
(@) the film producer sells all rights of exhibition of the film, the entire cost
of production of the film shall be allowed as a deduction in computing
the profits and gains of such previous year; or

(b) the film producer—

(/) himself exhibits the film on a commercial basis in all or some of the
areas; or

(i) sells the rights of exhibition of the film in respect of some of the
arcas; or
(iii) himself exhibits the film on a commercial basis in certain areas and
sells the rights of exhibition of the film in respect of all or some of the
remaining areas,
and the film is released for exhibition on a commercial basis at least *'[ninety] days
before the end of such previous year, the entire cost of production of the film shall
be allowed as a deduction in computing the profits and gains of such previous year.
(3) Where a #[**"] feature film is certified for release by the Board of Film Censors
in any previous year and in such previous year, the film producer—

58a. For meaning of words *Cost of production”, see CITv. Dharma Productions (P.) Ltd.[2019] 104
taxmann.com 211/263 Taxman 585 (Bom.).

59. Inserted by the IT (Seventh Amdt.) Rules, 1989, w.elf. 7-7-1989.

60. Words "regional language” omitted by the IT (Second Amdt.) Rules, 1986, wef. 2-4-1986.

61. Substituted for “one hundred and eighty” by the IT (Ninth Amdt.) Rules, 1998, w.e.f. 1-4-1999.
Earlier *one hundred and eighty” was substituted for “ninety” by the IT (Second Amdt.) Rules,

1986, w.e.f. 2-4-19B6.
62. Words "regional language” omitted by the IT (Second Amdt.) Rules, 1986, w.e.f. 2-4-1986.
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(@) himse

[T exhibits the film on a commercial basis in all or some of the
or

(5 sclls the rights of exhibition of the fifm in respect of some of the arg
or 4
(¢) himself exhibits the film on n commercial basis in certain areas ang sl

the rights of exhibition of the film in respecl of all or some of b
remaining arcas, .

and the fitm is not released {or exhibition on a commercial basis at least * ningy
days before the end of such previous year, the cost of production of the Film 4
ffll* as it does not exceed the amount realised by the film producer by cxhibiting ti1 i
film on a commercial basis or the amount for which the rights of exhibition are su];
or, as the casc may be, the aggregate of the amounts realised by the film Produce,
by exhibiting the film and by the sale of the righis of exhibition, shall be alloweg a5
a deduction in computing the profits and gains of such previous year: ang the
balance, if any, shall be carried forward to the next following previous year ang
allowed as a deduction in that year.

(4) Where, during the previous year in which a [***] feature film is certified fq,
rclease by the Board of Film Censors, the film producer does not himself exhibit th,e
film on a commercial basis or does not sell the rights of exhibition of the film, n,
deduction shall be allowed in respect of the cost of production of the film j,
computing the profits and gains of such previous year; and the entire cost of
production of the film shall be carried forward to the next following previous year
and allowed as a deduction in that year.

“1(5)] Notwithstanding anything contained in the foregoing provisions of this ruje,
the deduction under this rule shall not be allowed unless—

(a) in a case where the film producer—
() has himself exhibited the feature film on a commercial basis; ar
(i) has sold the rights of exhibition of the feature film; or

“I(i7f) has himself exhibited the feature film on a cornmercial basis in some
areas and has sold the rights of exhibition of the feature film in
respect of all or some of the remaining areas,]

the amount realised by exhibiting the film, or the amount {or which the
rights of exhibition have been sold or, as the case may be, the aggregate
of such amounts, is credited in the books of account maintained by him
in respect of the year in which the deduction is admissible;

63. Substituted for "one hundred and eighty” hy the IT (Ninth Amdt,) Rules, 1998, w.e.f. 1-4-1999.
Earlier “one hundred and eighty” was substituted for “ninety” by the IT {Second Amdt.) Rules,
1986, w.e.f. 2-4-1986.

64. Words "regional language” omitted by the IT (Second Amdt.) Rules, 1986, w.ef. 2-4-1986.
65. Renumbered as a result of ooussion of sub-rule (5), ibid
66. Substituted, ibid
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(5) inacase wh ::rl:_'the film producer has transterred the rights of exhibitien
of the feature film on aminimum guarantee basis, the minimum amount
puaranteed and the amount, if any, received or due in excess of the
guaranteed amount or where the film producer follows cash system of
accounting, the amount received towards the minimum guarantee and
the amount, if any, received in excess of the guaranteed amount, are
credited in the books of account maintained by himin respect of the year
in which the deduction is admissible.

«7(6)] Where the ¥[Assessing Officer} is of opinion that—

[(a)] t!1e rights of exhibition of the feature film have been transferred by the
ilm producer by 2 mode not covered by the prouvisions of this rule; or

“[(#)] having regard to the facts and circumstances of any case, it is not
practicable to apply the provisions of this rule to such case,

deductio'n in re§pect‘of the cost of production of the film may be allowed by the
" Assessing Officer] in such other manner as he may deem suitable,

1[(7)] For the purposes of this rule—

(i) the sale of the rights of exhibition of a feature film includes the lease of
such rights or their transfer on a minimum guarantee basis;

(ify the rights of exhibition of a feature film shall be deemed to have been
sold only on the date when the positive prints of the film are delivered
by the film producer to the purchaser of such rights or where in terms
of the agreement between the film producer and the film distributor as
defined in rule 9B, the positive prints are 10 be made by the Film

distributor, the date on which the negative of the film is delivered by the
fitm producer to the film distributor.

N[{8)] ?[Nothing contained in this rule shall apply in reiation to any assessment year
commencing before the 1st day of April, 1987]

T‘.’l[‘.‘]
“[“Deduction In respect of expenditure on acquisition of distribution rights of
feature filmas.

9B. (1)Incomputing the profits and gains of the business of distribution of feature
films carried on by a person (the person carrying on such business hereafter

67. Renumbered as & result of omission of sub-rule {6) by the IT (Second Amdt) Rules, 1986, w.e.f.
2-4-1986.

68, Substituted for "Income-tax Officer” by the IT (Fifth Amdt) Rules, 1589, wr.el. 1-4-1988.

69. Relettered as a result of omission of clause {@) by the IT (Second Amdt.) Rules, 1986, w.ef.
2-4-1986.

70, Substituted for “Income-tax Officer” by the IT (Fifth Amdt) Rules, 1989, wr.ef. 1-4-1988.

71. Renumbered as a result of omission of sub-rule (7) by the IT (Second Amdt } Rules, 1936, w.e.f.
2-4-1986,

72. Substituted, ibid.
73, The Table and Explanations i and 2 omitted, ibid

fCormtld wn pr 1 1 4
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in thi;. -!"I...llf.‘ referred to as film distributor), the deduction in respect of the coy
acquisition of a feature film shall be allowed in accordance with sub-rule (2) 1y s,
rule (4). *
Explanation—For the purposes of this rule, “cost of acquisition®, in relatign (,
a feature film, means the amount paid *[by the film distributor 1o the Film,
pf‘od_l.l-::er or to another distributor under an agreement entered into by the fjj,
distributor with such film producer or such other distributor, as the case may be]
for acquiring the rights of exhibition and, where the rights of exhibition have beg,
acquired on a minimum guarantee basis, the minimum amount guaraniecd, ney
being—
() the amount of expenditure incurred by the film distributor for th,
preparation of the positive prints of the film; and
(i) the expenditure incurred by him in comnection with the advertisemen;
of the film.
(2) Where a feature film is acquired by the film distributor ir any previous year and

in such previous year—
(@) the film distributor selis all rights of exhibition of the film, the entire cost
of acquisition of the film shall be allowed as a deduction in computing

the profits and gains of such previous year; or

(5 the film distributor,—
(9 himself exhibits the film on a commercial basis in all or some of the
areas; or
(i) sells the rights of exhibition of the film in respect of some of the
areas; or
(#ii) himself exhibits the filmon a commercial basis in certain areas and
sells the rights of exhibition of the film in respect of all or some of the
remaining areas,
and the film is released for exhibition on a commercial basis at least ”[ninety] days
before the end of such previous year, the entire cost of acquisition of the film shall
be allowed as a deduction in computing the profits and gains of such previous year.
(3) Where a feature film is acquired by the film distributor in any previous year and
in such previous year the film distributor—
(@) himself exhibitsthe film on acommercial basis in all or sorme of the areas;

or

{Conred from p 1.J23)
74. Inserted by the IT (Seventh Amdt.) Rules, 1676.
75. See section 295(2Xa). For relevant case laws, see Taxmann’s Master Guide to Income-1ax

Rules,
76. Substiluted by the IT (Second Amdt.) Rules, 1986, w.c.f. 2-4-1986.
77. Substituted for "one hundred and eighty” by the IT (Ninth Amdt) Rules, 1998, w.c.f. 1-4-1999.
Earlier “one hundred and eighty” was substituted for *ninety” by the IT (Second AmdL.) Rules.

1986, w.ef. 2-4-1986.
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(M sells the vights ot exhibition of the filin in e

et ol soane o thie arcat
(Al N

[ 1 I'III'II'\I.‘" {'\l“l'l'll.‘m lhl" l|]||l UL GOV s h'll !‘||III-1 H e CT LI 08 ¢ .I'IIII fin ”.

the “_111“5 ol exhibition ol the Ll in respect ob oll o sonne ol th
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and the Hlm is not released for exhibition o commmercind bases at leanst
S nety | davs belore the end ol such Previows vear, the cost of . I I .
fihm in so faras i does not exceed the amount vealised by the il distribuaton by
cxhibiting the hilmon a commercial basis or the amount for which the rghis of
L-\hlhi'lil'“ have been sold or, as the COse Imav ]1‘.' the aggrepate of the ”“”“I, I
realised by the film distributor by exhibiting the film and I‘n lt!u' sale of r.hr I -I:I-.
of exhibition, shall be allowed as a deduction in computing the r-u.‘hl cand g mll-. --I'
such pr.,_-\-iuu:-« vear; and the balance, if any, shall be cartied torwad 1o 1|t.1- next
following previous yvear and allowed as a deduction in that vear

acepuisition of the

(3) Where during the previous year in which a feature film is ac quired by the filim
distributor, he does not himself exhibit the film on a commercial basis or docs ot
sell the rights of exhibition of the film, no deduction shall be allowed in cspect of
the cost of acquisition of the film in computing the profits and gains of such previous
vear;and the entire cost of acquisition shall be carried forward to the next tollowing:
previous year and allowed as a deduction in that vear. -

(5) Notwithstanding anything contained in the foregoing provisions of this rule, the
deduction under this rule shall not be allowed unless—

(a) in a case where the film distributor,—
(/) has himself exhibited the feature film on a commercial basis; or
(i) has sold the rights of exhibition of the feature film; or

(i1f) has himself exhibited the feature film on a commercial basis insome
areas and has sold the rights of exhibition ol the feature film in
respect of all or some of the remaining arcas,

the amount realised by exhibiting the film, or the amount for which the
rights of exhibition have been sold, or, as the case may be, the aggregate
of such amounts, is credited in the books of account maintained by him
in respect of the year in which the deduction is admissible ;

(b) in a case where the film distributor has transferred the rights of
exhibition of the feature film on a minimum guarantee basis, the
minimum amount guaranteed and the amount, if any, received or due
in excess of the guaranteed amount, or where the film distributor
follows cash system of accounting, the amount received towards the
minimum guarantee and the amount, if any, received in excess of the

77a. Substituted for "one hundred and eighty” by the IT (Ninth Amdt.) Rules, 1998, w.c.f. 1-4-1999,
Earlier ‘one hundred and eighty” was substituted for “ninety” by the IT (Second Amdt.) Rules,
1986, w.e.f. 2-4-1986.
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hooks ol account mainiaine by

i £ i i c 1 r
guarantieed amount, are credited inth e luction is admissible.

him in respect of the year in which the

(6) For the purposes of this rule,—
() the sale of the rights of exhibition of
such rights or their transfer on a mnim T eemed 1o have bee;

i it = Fi ]
(i) the rights of exhibition of a feature f:!?pﬁnts D the film are deliveren

sold only on the date when the positi he 0
by the fi};m distributor to the purchaser of such righ

n gss . de a <ub-distributor.]
(i) distributor shall m:-:lu e S in velation to any assessment yeag
9[(7) Nothing contained in this rule shall aPP

: : il, 1987.]
commencing before the 1st day of April,
ﬂ“[Cnnndltidanni for carrying forward or aet-off of accumulated loss and unabsorbeqd

depreciation allowance in case of amalgamation.
9C. The conditions referred to in clause (i) of sub-

\lowing, namely ‘— )
be the following, owning an industrial undertaking of the

lgamated company, i _
@ ;l;afli;::ngatm g company by way of amalgamation, shall ach‘leve the Ichi
of production of at least fifty per cent of the installed capacity of the saig

i the date of amalgamation
dertaking before the end of four years from lgam
:;ldf:ontinfe to maintain the said minmum IEEYEI of production till the
end of five years from the date of amalgamation :

Provided that the Central Governmerit, on an applicatiqn r_nade by the
amalgamated company, may relax the condition of_ achieving Ehe Tevel
of production or the period during which the same is to be achieved or
both in suitable cases having regard to the genuine efforts made by the
amalgamated company to attain the prescribed level of production and
the circumstances preventing such efforts from achieving the same;

(1) the amalgamated company shall furnish to the Assessing Officer a
certificate in Form No. 62, duly verified by an accountant, with reference
to the books of account and other documents showing particulars of
production, along with the return of income for the assessment year
relevant to the previous year during which the prescribed level of
production is achieved and for subsequent assessment years relevant to
the previous years falling within five years from the date of amalga-
mation.

of a feature film mcludeg the lease o
imum guarantec basis ;

section (2) of section 72A shal{

78. Inserted by the IT (Second Amdt.) Rules, 1986, w.ef. 2-4-1986.
79, Substituted, ibid

80. Inserted by the IT (Thirty-third Amdt) Rules, 1999, w.el. 15-12-1999,
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pation—For thc purposes of this rule,—
vinstalled capacity” means the capacity of production existing on the
date of amalgamation; and

b) “accouniant’ means the accountant as defined in the Explanation bclow
sub-section (2) of section 288 of the Income-tax Act, 1961.]

npetermination of Income In the case of non-residents.

Explé
(4)

o. [n any casc iD which the "[Assessing Officer]) is of opinion that the actual
amount of the income accruing or arising Lo any non-resident person whether
directly or indirectly, l'hroug‘h or [rom any business connection in India or through
o from any property in India or through or from any assct or source of income in
india or through or from any money lent at interest and brought into India in cash
or in kind®** cannot be definitely ascertained, the amount of such income for the

purposes of assessment 1o income-tax “(* * *] may be calculated :—

(i) at such percentage of the turnover so accruing or arising as the
&f Assessing Officer] may consider to be reasonable, or

(i) onany amount which bears the same proportion to the total profits and
gains of the business of such person (such profits and gains being
computed in accordance with the provisions of the Act), as the receipts
so accruing or arising bear to the total receipts of the business, or

(i#f) in such other manner as the #[Assessing Officer] may deem suitable.

g1. See sections 9, 92 and 295(2)( &)
Once a particular method has been chosen by Assessing OfFicer, reassessment for choosing
4 betier method is not permissible - CIT v. Simon Carves Lid |1976] 105 ITR 212 (SC).
A ionnment of profits should be rational and not arbitrary - Annarmalats Tirmber Trust &
Co.v. CIT[1961] 41 ITR 781 (Mad.). Court will not interfere if Assessing Officer has madc a
fair estimate - Hukumchand Mills Ltd v. CIT[1968] 70 ITR. 450 (Bom.)/ CTT" v. Mewar Textile
Mills Lid [1966] 60 ITR 423 (5C). Even if estimate is based on guesswork, court might not
interfere if assessee has not placed proper material justifying a more definite and certain
apportionment - Blue Star Engg. Co. (Bombay) (F) Lid v. CIT[1969] 73 ITR 283 (Bom.). Power
tommputeundert}ﬁrdaltemativcisvenr wide - Ellerman Lines Ltd v, CIT[1971]82TTR 913
(SC). Transactions unconnected with business must be jignored. Subvention payments by
associate concerns must be excluded - CITv. Indian Textile Engineers (P. }Lid.[1983]141 TTR

&9 (Bom.). Destination earnings are part of Indian earnings - CITv. Elerman Lines Ltd [1970]

75 ITR 47 (Cal). Absence fee paid to forcigm collaborator is income ol foreign company - CiT
v. Yamatake Honeywell Co. Ltd. [1994] 76 Taxman 26 (Raj). In the computation of world
income of shipping business, additions towards adjustments of foreign currency, compensa-
tion reccived on account of general average and interest earned on discount, are not
excludible - CITv. Shinwa Kaiun Kaisha Litd. [1987] 165 ITR 270 (Cal). While computing the
income under second method, full depreciation must be allowed - CIT v. Nandial Bhandari
Miils Lid, [1966] 60 ITTR 173 (SC). Limitation on head office expenses under section 44AC
cannot be applied - CIT v. Saudi Arabian Airitnes [1985] 155 ITR 65 (Bom.). For details, see
Taxmann’s Master Guide to Income-tax Rules.

82. Substituted for ‘Income-tax Officer” by the IT (Fifth Amadt.) Rules, 1989, w.rel 1-4-1983,

83. Words “or through or from any money Jent at interest and brought into India in cash ur in
kind® were omitted from section 9 by the Finance Act, 1976, w.ef. 1-6-1976. Rulc 10 neods

84. Words "and super-tax” ornitted by the IT (Amdt) Rules, 1967, wef. 13-2-1967.
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a
“[Meanin .

10A, For

HR[

& of expressions used In computatlon of arm’s length price
the purpescs of this rule and rules *[10AB] 10 10E,—
(&) "associated enterprise” shall —
() have the same meaning as assigned to it in seetion 92A; ang
(i) in relation to a specified domestic transaction entereg intg
assessed, include— ¥
(A) the persons referred to in clause (B) of sub-section (2) Of seen
40A in respect of a transaction referred to in clause (q) uf"““n
section (2) of the said section; Sub,
(8 other units or undertakings or businesses of such a
respect of a transaction referred to in section 804 gr,
may be, sub-section (8) of section 80-1A;
(C) any other person referred toin su b-section (10)
in respect of a transaction referred to therein;
(D) other units, undertakings, enterprises or businesg of ¢
assessee, or other person referred to in sub-section (10)
section 80-1A, as the case may be, in respect of z 1ranﬁacti;'f
referred to in section 10AA or the transactions referreg to 1
Chapter VI-A to which the provisions of sub-section (8 \
case may be, the provisions of sy b-section (10) of sec
are applicable:

(aa) “enterprise” shall have the same meaning as assigned to it i

|

SSesgpp
Ih
a5 th'ﬂ' {:aSE

of sectigy 80.14

uch

)Or, as the
tion 3G-14

other than associated enterprises, whether resident or non-resident,
(5 “property” includes goods, articles or things, and intangible Property;
(c} “services” include financial services;
(d) “transaction” includes a number of closely linked transactions.
" Other method of determination of arm’s length price.
10AB. For the purposes of clause (N of sub-section (1) of section 92C, the other
method for determination of the arm’s length price in relation to an

international transaction *Ifor a specified domestic transaction] shall be any
method which takes into account the price which has been charged or paid, or

85. Rules 10A to 10E inserted by the IT {(Twenty-first Amdt) Rules, 2001, w.ef. 21-8-2001.

86. Seerelevani Departmental instru ctions and Case Laws analysis, see Taxrann's Master Guide
to Income-tax Rules.

For complete analysis of Case Laws, see Taxmann's Master Guide to Income-tax Rules.
87. Substituted for "10B" by the IT (Sixth Amdt.) Rules, 2013, w.r.ef. 1.4-20(3,
88. Inserted, ibid
89. Clause (&) renumbered as clause {ab), ibid
90. Inserted by the IT (Sixth Amdt.) Rules, 2012, wref. 1-4-2012 (applicable for assessment vear
2012-13 and subsequent years),
91. Inserted by the IT (Sixth Amdt.) Rules, 2013, w.ref. 1-4-2013.
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would have b:.!:'n charged o paid, for the saine or shimilae ameantradled transaction,
wI_th or belween non-associnted enterprises, under similor circumsiances, u msicl-
ering all the relevant tacts.]
Determination of arm’s length price under soction 92C.
10B. (1) F‘Fl;ilht‘ru"p‘?s“f ol sub-sectlon (2) of seetlon 92C, the arin's lengih price

mhl';ilab?nd f; ?1“ l{'llt:::‘lﬁlllliun ul {ransncion “|or o specilicd domestic fransac-
tion] shi , e .“; :i mln;,l- . by any of the lollowing mcthads, being the maost
appropriate method, in the following manner, namely —

(¢} comparable uncontralled price method, by which.—

() the Ptli u:;_ chn_rgcd or paid lor property transferred or services
provided in a comparable uncontrolled transaction, ora num ber of
such transaclions, is identilied;

(if) -:-".ulch priE:e is adjustcd to acqcuunl for dilferences, if any, between the
in grn}elit\mnal transaction “[or the speciflicd domestic iransaction |
and the cnmpurlablt; uncontrolled transactions or between the
enterprises entering into such transactions, which could materially
affect the price in the open market;

(i) the gd‘]usled price arrived al under sub-clause () is laken to be an
arm’s lengt.h price in respect of the property transferred or services
provided in the international transaction ¥ or the specified domestic
transaction];

(%) resale price method, by which,—

() the price at which property purchased or services obtained by the
enterprise from an associated enterprise is resold or are provided to
an unrelated enterprise, is identified;

(i) such resale price is reduced by the amount of a normal gross profit
margin accruing to the enterprise ortoan unrelated enterprise from
the purchase and resale of the same or similar property or from
obtaining and providing the same or similar services; in a compa-
rable uncontrolled transaction, or a number of such transactions;

(i) the price so arrived at is further reduced by the expenses incurred
by the enterprise in connection with the purchase of property or
obtaining of services;

(iv) the pricesoarrived atis adjusted to take into account thef pnctional
and other differences, including differences in accounting prac

tices, if any, between the international transaction *?[or the specified

domestic transaction} and the comparable uncontrolled transac-

tions, or between the enterprises entering into such transactions,

which could materially affect the amount of gross profit margin in

the open market, _
(v} the adjusted price arrived at under sub-clause (iv) is taken to be an
arm’s length price in respect of the purchase of the property or

obtaining of the services by the enterprise from the associated
enterprise;
& cost plus method, by which,—
@ h d by the enter-

() the direct and indirect costs of production incurre th:
prise in respect of property transferred or services provided to an

associated enterprise, are determined;
92, Inserted by the IT (Sixth Amdt.) Rules, 2013, wref. 1-42013. -~ °
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l'lau
(i1} thc amount ul a normal gross profit mark-up to such ¢ -
puted according to the same accounting norms) arisin u?ls (Son,
transfer or provision of the same or similar property or Ee rom p.
the enterprise, or by an unrelated enterprise, in g mmcesby i
uncontrolled transaction, or a number of such transaml?al'abh .
determined; Cliong, (|
(if) the normal gross profit mark-up referred to in sub-clause
adjusted to 1ake into account the functional and other diff € (if)
if any, between the intermational transaction *for the mr.‘%
domestic transaction] and the comparable unconn-ouedspeqﬁﬁd
tions, or between the enterprises entering inio such trapsap - o
which could materially affect such profit mark-up in tia:tmns‘
market; Open

(iv) the costs referred to in sub-clause () are increased by the ad;
profit mark-up arrived at under sub-clause (iff); € adjusteq

(v) the sum so arrived at is taken to be an arm's length price in rejay;
to the supply of the property or provision of services by the em::
prise;

(e profit split method, which may be applicable mainly in internationg|
transactions *[or specified domestic transactions] involving transfer of
unique intangibles or in multiple international transactions *Jor spec;.
fied domestic transactions] which are sointerrelated that they canmot be
evaluated separately for the purpose of determining the arm’s length
price of any one transaction, by which—

(9 the combined net profit of the associated enterprises arising from
the international transaction ®{or the specified domestic transac-
tion] in which they are engaged, is determined;

(i) the relative contribution made by each of the associaled enterprises
to the eamning of such combined net profit, is then evaluated on the
basis of the functions performed, assets employed or to be employed
and risks assumed by each enterprise and on the basis of reliable
external market data which indicates how such contribution would
be evaluated by unrelated enterprises performing comparable func-
tions in similar circumstances;

(iii) the combined net profit is then split amongst the enterprises in
proportion to their relative contributions, as evaluated under sub-
clause (1i);

(#) the profit thus apportioned to the assessee is taken into account to
arrive at an arm’s lenglh price in relation lo the international
transaction *}for the specified domestic transaction] :

Provided that the combined net profit referred to in sub-clause (i} may.
in the first instance, be partially allocated to each enterprise so as to
provide it with a basic return appropriate for the type of international
transaction %[or specified domestic transaction] in which it is engaged,
with reference to market returns achieved for similar types of transac-
tions by independent enterprises, and thereafter, the residual net profit

03, Inserted by the IT (Sixth Amdi) Rules, 2013, worel 1-4-2013
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remaining after such allocation may be split amongst the enterprises in
proportion to their relative contribution in the manner specified under
sub-clauses (#) and (¢ii), and in such a case the aggregate of the net profit
allacated to the enterprise in the firgt instance together with the residual
net p!‘ﬂf]t_ apportioned to that €nterprise on the basis of its relative
contribution shall be taken o be th

I . € Lhe net profit arising to that enterprise
{imn]a the international transaction *{or the SpeciHEdgdomestic traIEsac.
on|;

(¢) transactional net margin method, by which.—

() thenetprofit margin realised by the enterpri . .
transaction *[or a specified d Y erprise froman international

. C1l1ed comestic transaction] entered into with
an associated enterpriseis com puted in relation to costs incurred or
sa.l_es effected or assets employed or to be employed by the enter-
prise or having regard to any other relevant base;
(6 the net profit margin realised by the enterprise or by an unrelated
enterprise from a comparable uncontrolled transaction or a num-
Eer of such transactions is computed having regard to the same
ase;

(fi)) the net profit margin referred 10 in sub-clause (i?) arising in compa-
rable uncontrolled transactions is adjusted to take into account the
differences, if any, between the international transaction {or the
specified domestic transaction] and the comparable uncontrolled
transactions, or between the entetprises entering into such transac-

tions, which could materially affect the amount of net profit margin
in the gpen market;

(iv) the net profit margin realised by the enterprise and referred 1o in
sub-clzuse (i) is established to be the same as the net profit margin
referred to in sub-clause (i)
(¥) the net profit margin thus established is then taken into account to
) arrive at an arm's length price in relation to the international
transaction *Jor the specified domestic transaction];
*{H any other method as provided in rule IP:AB.] ‘ ‘
(2) For the purposes of sub-rule (1), the comparability of an international trms;&
tion *[or a specified domestic transaction] with an uncontrolled transaction s
be judged with reference to the following, namely:— . ‘

(4) the specific characteristics of the property tmnsfel;red or services
provided in either transaction; | ortobe
the functi erformed,takinginm-accnuntassetsgmploygd_or

@ Jpﬁiﬂﬁg the risks assumed, by the respective partles to the
transactions; L | -

(c) the contractual terms (whether or not such tern:ls are for{n_eg or in
writing) of the transactions which lay down explicitly or implicitly o
the responsibilities, risks and benefits are to be divided between

respective parties to the transactions;
————

oy nserted Sixth Amdt) Rules, 2013, wref, 1442013,
% Inserted E; ttllll:l!'l'r ((Silﬂl Amdt.))Ru];es. 2012, w.r.ef. 1-4-2012 (applicable for assessment year

2012-13 and subsequent years).




R. 10B INCOME-TAX RULES, 1962 1
. 3:
(d) conditions prevailing in the markets in which the respective parti
the transactions operate, including the geographical location and
the markets, the laws and Government orders in force, costs of laboﬁ
and capital in the markets, overall economic development ang

] r
competition and whether the markets are wholesale or retaj], Frela

{3) An uncontrolled transaction shall be comparable to an internationa] transa.
tion **[or a specified domestic transaction] if— 1

() none of the differences, if any, between the transactions being cop
pared, or between the enterprises entering into such transactiong are
likely to materially affect the price or cost charged or paid in, or the profy
arising from, such transactions in the open market; or

{if) reasonably accurate adjustments can be made to eliminate the Materig]
effects of such differences.

(4) The data to be used in analysing the comparability of an uncontrolled transgc.
tion with an international transaction *jor a specified domestic iransaction] shal}
be the data relating to the financial year *[(hereafter in this rule and in rule 19C,
referred to as the ‘current year’) ] in which the international transaction *or the
specified domestic transaction] has been entered into:

Provided that data reiating to a period not being more than two years prior to
“fthe current year ] may also be considered if such data reveals facts which could
have an influence on the determination of transfer prices in relation to the trans-
actions being compared:

STTProvided further that the first proviso shall not apply while analysing the
comparability of an uncontrolled transaction with an international transaction or
aspecified domestic transaction, entered into on or afterthe 1st-day of April, 2014

M(5)In a case where the most appropriate method for determination of thearm’s
length price of an international transaction or a specified domestic transaction,
entered into on or after the Ist day of April, 2014, is the method specified in clause
(B, clause (c) or clause (€) of sub-section (1) of section 92C, then, notwithstanding
anything contained in sub-rule (4), the data to be used for analysing the comparé-
bility of an uncontrolled transaction with an international transaction or 2
specified domestic transaction shall be,—

(§) the data relating to the current year ; or

(i) thedatarelatingtothe [inancial yearimmediately preceding the Cm’:“*‘“t
year, if the data relating to the current year is not available at the tme
of furnishing the return of income by the assessee, for the assessmen!
year relevant to the current year:

Provided that where the data relating to the current year is subsequ ently a?aili:i':j;
at the time of determination of arm’s length price of an international transac

96. Inserted by the IT (Sixth Amdt.) Rules, 2013, wr.ef. 1-4-2013.
97. Inserted by the IT (Sixteenth Amdt) Rules, 2015, w.ef. 19-10-2015.
g8, Substituted for "such financial year”, ibid.
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or a specified domestic transaction during the course of any assessment proceed-
ing for the assessment year relevant to the current year, then, such data shall be
used for such determination irrespective of the fact that the data was not available
at the time of furnishing the return of income of the relevant assessment year.]

Mosi appropriate method,

10C. (1) For the purposes of sub-section (1) of section 92C, the most appropriate

method shall be the method which is best suited to the facts a?:r:ipchl':::um-
stances of each particular international iransaction ®[or specified domestic trans-
action], and which provides the most reliable measure of an arm’s length price in
relation 10 the international transaction *[or the specified domestic transaction,
as the case may be],

(2) In ‘selecting the most appropriate method as specified in sub-rule (1), the
following factors shall be taken into account, namely:—

(@) the nature and class of the international transaction ¥[or the specified
domestic transaction];

(5 the class or classes of associated enterprises entering into the iransac-
tion and the functions performed by them taking into account assets
employed or to be employed and risks assumed by such enterprises:

(€) the availability, coverage and reliability of data necessary for applica-
tion of the method;

() the degree of comparability existing between the international transac- |
tion ¥or the specified domestic transaction] and the uncontrolled *
transaction and between the enterprises entering into such transactions; }

{é) the extent to which reliable and accurate adjustrments can be made to
account for differences, if any, between the international transaction
Wor the specified domestic transaction] and the comparable uncon- .
trolled transaction or between the enterprises entering into such transac- ‘
tions;

(A the nature, extent and reliability of assumptions required to be made in
application of a method.

'[Computation of arm’s length price In certain cages.

10CA. (1) Where in respect of an international transactipn or a specified dnmem.-ic

transaction, the application of the most appropriate method referred to in
sub-section (1) of section 92C results in determination of more tha:} one price, !‘J}en
the arm’s length price in respect of such international transaction or specified
domestic transaction shall be computed in accordance with the provisions of this
Tule,

(2) A dataset shall be constructed by placing the prices referred to in sub-rule (1)

in an ascending order and the arm'’s length price shall be determined on the basis

of the dataset so constructed:

93. Inserted by the IT (Sixth Amdt) Rules, 2013, wref. 1-4-2013.
1. Inserted by the IT {Sixteenth Amdt.} Rules, 2015, w.ef. 19-10-2015,
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Provided that in a case referred 1o in clause (4 of sub-rule (3) of rule 10B, wher,
the comparable uncontrolled transaction has been identified on the basis of day,
relating to the current year and the enterprise undertaking the said uncontrofleq
transaction, [not being the enterprise undertaking the international transaction gr
the specified domestic transaction referred toin sub-rule (1)], has in either or bo,
of the two financial years immediately preceding the current year undertaken the
same or similar comparable uncontrolled transaction then,—

(i) themost appropriate method used to determine the price of the compa.
rable uncontrolled transaction undertaken in the current year shall be
applied insimilar manner to the comparable uncontrolled transactionor
transactions undertakenin the aforesaid period and the price in respect
of such uncortrolled transactions shall be determined; and

(i) the weighted average of the prices, computed in accordance with the
manner provided in sub-rule (3), of the comparable uncontrolled trans-
actions undertaken in the current year and in the aforesaid peried
preceding it shall be included in the dataset instead of the price referred
to in sub-rule (1)

Provided further that in a case referred to in clause (%) of sub-rule (5) of rule 10B,
where the comparable unconirolled transaction has been identified on the basis of
the data relating to the financial year immediately preceding the current year and
the enterprise undertaking the said uncontrolled transaction, [not being the enter-
prise undertaking the international transaction or the specified domestic transac-
tion referred to in sub-rule (1)}, has in the financial year immediately preceding the
two financial years undertaken the same or similar comparable uncontrolled
transaction then,—

() thepriceinrespectofsuch uncontrolled transaction shall be determined
by applying the mosl appropriate method in a similar manner as it was
applied to determine the price of the comparable uncontrolled transac
tion undertaken in the financial yearimmediately preceding the current
year; and

(i) the weighted average of the prices, computed in accordance with the
manner provided in sub-rule (3), of the comparable uncontrolled trans-
actions undertakenin the aforesaid period of two years shall be included
in the dataset instead of the price referred to in sub-rule (1)

Provided also that where the use of data relating 10 the current year in terms of the
proviso to sub-rule (3) of rule 10B establishes that,—
() the enterprise hasnot undertaken same or similar uncontrolled transac”
tion during the current year ; or
(#) the uncontrolled transaction undertaken by an enterprise inthe current
year is not a comparable uncontrolled transaction,
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then, irrespective of the fact that such an enterprise had undertaken comparable
uncontrolled transaction in the financial year immediately preceding the current
year or the financial year immediately preceding such financial year, the price of
comparable uncontrolled transaction or the weighted average of the prices of the
uncontrolled transactions, as the case may be, undertaken by such enterprise shall
not be included in the dataset.

(3) Where an enterprise has undertaken comparable uncontrolled transactions in
more than one financial year, then for the purposes of sub-rule (2) the weighted
average of the prices of such transactions shall be computed in the following
manner, namely:—

(D

(i)

(ii)

where the prices have been determined using the method referred to in
clause (5) of sub-rule (1) of rule 1B, the weighted average of the prices
shall be computed with weights being assigned to the quantum of sales
which bas been considered for arriving at the respective prices;

where the prices have been determined using the method referred to in
clause (¢) of sub-rule (1) of rule 10B, the weighted average of the prices
shall be cornputed with weights being assigned to the quantum of costs
which has been considered for arriving at the respective prices;
where the prices have been determined using the method referred to in
clause (&) of sub-rule (1) of rule 108, the weighted average of the prices
shall be compuied with weights being assigned to the quanturn of costs
incurred or sales effected or assets employed or to be employed, or as§
the case may be, any other base which has been considered for amvmg}
at the respective prices. ot

(4) Where the most apprapriate method applied is a method other than the methed |,
referred to in clause (d) or clause (f). of sub-section (1) of section 92C and the .

dataset constructed in accordance with sub-rule{2) consists of six or more entries, :;

an arm’s length range beginning from the thirty-fifth percentije of thedataset and |
ending on the sixty-fifth percentile of the dataset shall be constructed and the
arm's length price shall be computed in accordance with sub-rule (3)and sub-rule

{6).

(5) If the price at which the interpational transaction or the specified damestic

transaction has actually been undertaken is within the range referred to in En.;br
rule (4), then, the price at which such international transaction or the specified
domestic transaction has actually been undertaken §haﬂ be deemed to be thg

arm'’s length price. -
(6) If the price at which the international transaction or the specified domestic

transaction has actually

been undertaken is outside the arm's length range

referred to in sub-rule (4), the aom's length price shall be taken to be the median
of the dataset.

(7)Inacase wherethep

rovisions of sub-rule(4)arenot applicable, the arm’s length

price shall be the arithmetical mean of all the values included in the dataset:



R. 10CA INCOME-TAX RULES, 1362 Lizg

Provided that, if the variation between the arm's length price s0 determined ang
price at which the international transaction or specified domestic transaction hy

actually been undertaken does not €xc eed such percentagenot exceeding threp

cent of the latter, as may be notified’ by the Central Government in the Officiy
jonal transaction or specifieq

Gazetie in this behalf, the price at which the internat
domestic transaction has actually been undertakenshallbe deerned tobe the arm

lenpth price.
(8) For the purposes of this rule,—
(@ “the thirty-fifth percentile” of a dataset, having values arvanged in an

ascending order, shall be the lowest value in the dataset such thatatleas
thirty-five per cent of the values included in the datasct are equal toor

less than such value:

Provided that, if the number of values that are‘equa.l to or less than the
afuresaid value is a whole number, then the thirty-fifth ptfrccnli]e shall
be the arithmetic mean of such value and the value immediately succee

ding it in the dataset;

(B) “Ihe "sixty-fifth percentile® of a dataset, having values arranged in an
ascending order, shall be the lowest value in the dataset such thatatleast
sixty five per cent of the values included inthe dataset are equal to or less
than such value:

Provided that, if the number of values that are equal 1o or less than the
aforesaid value is a whole number, then the sixty-fifth perc entile shall be
the arithmetic mean of such value and the value immediately succeed-
ing it in the dataset;

(c) “the median” of the dataset, having values arranged in an ascending
order, shall be the lowest value in the dataset such that at least fifty per
c:?t of the values included in the dataset are equal to or less than such
value :

Provided that, if the number of values that are equal to or less than the
aforesaid value is a whole number, then the median shall be the
arithmetic mean of such vatue and the value immediately succeedingit
in the dataset.

[Hustration 1.—The data for the current year of the comparable uncontrolled
transactions or the entities undertaking such transactions is available at the time
of furnishing return of income by the assessee and based on the same, sevel
enterprises have been identified to have undertaken the comparable uncontrolled
iransaction in the current year. All the identified comparable enterprises havealso
undertaken comparable uncontrolled transactions in a period of two years prece
ding the current year. The Profit Level Indicator (PLI) used in applying the most
appropriate method is operating profit as compared to operating cost (OP/OC).
The weighted average shall be based upon the weight of OC as computed below:

> See 50 1866(F), dated 9-6-2017. For details, see Taxmann's Master Guide to Incpme-tat

Rules.
*Word "sixth” is used in Gazette copy.
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Sf- Name Year | Year 2 Year 3 Aggreganom of Weighted
No. [Current Year] OC and OP Average

| 2 3 4 5 & — =

1 | A OC=100 | OC=150 | OC = 225 Total OC = 475 | OP/OC = 12%
OP=12 OP=10 | OP=35 Total OP = 57

2 | B OC = 80 ac =125 | OC = 100 Total OC = 305 | OP OC = 8.2%
OP = 10 OP - 5§ OP - 10 Total OP = 25

3 C OC = 250 OC =23 | OC = 250 Tual OC = 730 | OP/OC = 9%
op =22 OP =26 OP = 18 Total OF = 66

4 |D OC=180 | OC=220 | OC = 150 Total OC = 550 | OP/OC =6%
OP = (-)9 op=22 | orP=20 Total OP - 33

s | E OC =140 | OC=100 | OC =125 Total OC = 365 | OP/OC = 2.2%
OP =121 OFP=(R | OP=()5 Tuotal OP = 8

& | F oC=160 | OC=120 | OC = 140 Total QC = 420 | OP/OC = 11.9%
oP = 21 OP=14 | OP=15 Total OP = 50

7 1G OC=150 | OC=130 | OC =155 Total OC = 435 | OP/0C = 10.57%
QP =21 oP=12 | oP=13 Total OP = 46

From the above, the dataset will be constructed as follows:

SL No. ! 2 3 4 5 f 7
Values 22% 6% 8.2% 9 10.57% 11.9% 12%

For construction of the arm’s length range the data place of thirty-fifth and sixty-
fifth percentile shall be computed in the following manner, namely:

Total No. of data points in dataset * (35/100)

Total No. of data points in dataset * (65/100)

Thus, the data place of the thirty-fifth percentile = 7°0.35 = 2.45.

Since this is not a whole number, the next higher data place, Le.; thc_valuf: at the

third place would have atleast thirty-five per cent of the values below it. The thirty-

fifth percentile is therefore valuec at the third place, ie, 8.2%.

The data place of the tsixty-fifth ptarr:e::ntil«a;ll 1:-;: 7:&.&5 =l:.55;:£ P
i is 1 number, the next higher data place, Le; i€ ;

fsl;l:;:;;:::se lfugﬁidah‘;]::l:t least sixty-five per cent.nf the values below it. The sixty-

fifth percentile is therefore value at fifth place, e, 10-57';?' i

The arm’s length range will be beginning at 8.2% and ending a! B i

Therefore, if the transaction price of the international transaction or thel..'i.lp::ls uzslJo

domestic transaction has OP/OC percentage which is equal to 0:. mur:'icc in s.l.llch

and less than or equal to 10.57%; itis within the range. The lran::‘;c': 1(1:;1 t i

cases will be deemed to be the arm’s length price and no adjus

required. |
However. if the transaction price is outside the arm's length m;ge, szf;y :2;& tt::;:
for the pﬁrpose of determining the arm's length price the median o the datasc
shall be first determined in the following manner:

tWord “sixth” is used in Gazette COPY.

S
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1'138
The data place of median is calcula i i

Cds ted by first computing the total
point in the data set * (50/100). In this case it is 7 " 0.5 = 35. “umbcrmrdah

Since this is not a whale number, the next high 1
: er data place, ie; the vajue
fourth place would have at least fifty per cemt of the values below it (mﬂdizin;he

The median 15 the value at fourth place, ie, 9%. Therefore, the arm’s length pri
shall be considered as 9% and adjustment shall accordingly be made. e

{llustration 2 —The data of the current year is available in respect of e :

A, C, E, F and G at the time of furnishing the return of income by the 3-‘5;:5&5?:::1&;
the data of the financial year preceding the current year has been used to identify
comparable uncontrolled transactions undertaken by enterprises B and D. Fy,.
ther, if the enterprises have also undértaken comparable uncontrolled transs..
tions in earlier years as detailed in the table, the weighted average and dataset shal]

be computed as below:

S_i Narme Year I Year 2 Year 3 Aggregation of Weigh:ed
No. [Current Yearf OC and OF Average
! 2 3 4 5 & 7
1| A oC=100 | OC=150 | OC =225 Total OC = 475 | OP/OC=t2% -
op=12 | op=10 | OP=35 Total OP = 57
2 B oC =80 oC =125 Tolal OC = 205 | OF/OC = 731%
oP=10 | OP=5 Total OP = 15
3 | ¢ oCc=250 | OC=230 [ OC=250 Total OC = 730 | OF/0C = 9%
op=22 | OP=26 | OP=18 Total OF = 66
4 | D oC = 220 Total OC = 220 | OP/0OC =10%
or=22 Total OF = 22
3 |E 0C == 100 Total GC = 100 | OP/OC = ()54
OP=(-}5 Total OP = (-)5
6 | F oC= 150 | OC=120 | OC =140 Total OC = 420 | OF/OC = 11.5%
OoP=21 | OP=14 | OP=15 Total OP = 50 L
7 |G oc=150 | OC=130 | OC= 155 Total OC =435 | OP/DC=10.5T%
OF = 21 op=12 | OP=13 Total OP = 46
From the above, the dataset will be constructed as follows:
8 Na. i 2 3 4 5 ] 7
Values {-)5% 731% 9% 10% 10.57% 11.9% 12%
If during the coursé of assessment proceedings, the data of the current year 15
available and the use of such data indicates that B has failed 1o pass any qualitaliv®
or quantitative filter or for any other reason the transaction undertaken is 0ot 2
comparable uncontrolled transaction, then, B shall not be considered for inclusion
his stage indicates a new compa-

Further, if the data available at t : =
ed transaction undertaken by enterprise H, then, it shall

in the dataset.
d dataset shall be recomputed as under:

rable uncontroll
included. The weighted average an
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st | Mo Vear | Yoar 2 Yeur 1 Agperepatiens of N Weiphied
,,_'!{.JL- AR | E(E{ﬂﬁtﬂ_ FC tiried COF A rage
i 2 3 4 5 % : 7
T LA OC- 100 | OC 150 | oC 22 Tatd OC 475 | oPfox. 12%
Or =12 OF -0 | up.. 35 Poul O §7
3 | ¢ OU - 250 | OC=230 | oc . 250 Tl OC - 730 | 0
- .k P/ W%
- OP = 22 OGP~ 26 | OF |y Tulal OF 66
1 | D 0C-220 | o¢ - 150 Tt O 370 | DROC - 10.35%
OP-—-22 | gp-20 Total OF — 42
4 B O = 100 Total O - 100 | OB/IK. - ()8%
OP —{) 3 Tolal OF  {-)5
5 | R oL =160 | OC=120 | OC = 140 Total OC = 420 | OP/OC - §1
9 - 11.9%
OP = 21 OF =14 | OP=15 Total OF = 50
5 | G OC=150 | oC =130 | oC = 155 Total OC = 435 | OP/OC - 10.57%
QP =2) OP=12 | oP=:13 Tola) OP = 46
7 | H oC = 150 OC = %0 Total OC = 230 | OP/OC =9, 56%
OP = )2 OP = 10 Tutal OP = 22
From the above, the dataset will be constructed as follows:
Sl No. ! 2 3 4 5 & 7
Values (-)5% PL 9.56% 10.57% 11.35% 11.9% 12%

fllustration 3—In a given case the dataset of 20 prices arranged in ascending order

is as under:

Sl Profits
Ne. {in Rs. Thousards})
I 2
1 42.00
2 43.00
3 44.00
4 44.50
5 45.00
é 45.25
7 47.00
8 48.00
9 48,15
10 48.35
i1 48.45
12 43.48
13 48.50

1
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St Profits
No. (in Rs. Thousands)
14 49.00
15 49.10
16 49.35
17 49.50
18 49.75
19 50,00
20 50.15

Applying the formula given in the Ilustration 1, the data place of the thirty-fifiy
and sixty-fifth percentile is determined as follows:

Thirty-fifth percentile place = 20 X (35/100) = 7.

Sixty-fifth percentile place = 20 X (65/100) = 13.

Since the thirty-fifth percentile place is a whole number, it shall be the average of
the prices at the seventh and next higher, ie, sighth place. This is (47+48)/2 =
Rs. 47,500.

Similarly, the sixty-fifth percentile will be average of thirteenth and fourteenth
place prices. This is (48.5+49)/2 = Rs. 43,750

The median of the range (the fiftieth percentile place) = 20 X (50/100)= 10
Since the fiftieth percentile place is a whole number, it sha]l be the average of the
prices at the tenth and next higher, ie, eleventh place. This is (48.35+48.45)/2=

Rs. 48,400,
Thus, the arm’s length range in this case shall be from Rs. 47,500 to Rs. 48,750.

any transaction price which is equal to or more than Rs. 47,500 but

Consequently,
48,750 shall be considered to be within the arm'’s length

Iess than or equal to Rs.

range.]

jComputiation of interest income pursuant to secondary adjusimenia,

J0CB. (1) For the purposes of sub-section (2) of section 92CE of the Act, the time
limit for repatriation of {{excess money or part thereof | shall be onor before

ninety days,—
(9 from the due date of
of the Act where primary adjustments to transfer price h

suo motu by the assessee in his return of income;

(i from the dateof the order of Assessing Officer or the appellate authonty
as the case may be, if the primary adjustments to trapsfer price 85
determined in the aforesaid order has been accepted by the assesset:

filing of return under sub-section (1) of section 139
as been made

Y ted by the IT (Fifteerith Amdt) Rules, 2017, w.ef. 15-6-2017.
3. Tnse y ey” by the IT (Eleventh Amdt,) Rules, 2019, wel 30-5-201%.

4. Substituted for “excess mon
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(i) ina C;SG where'p_rimary adjustment to transfer price is determined by
an acvance pricing agreement entered into by the assessee under
section 92CC of the Act in respect of a previous year,—

(a) E I;O:: tl;e :l?fte of filing of returnunder sub-section{l)of section 139
o ; l::: for::hfhaed‘&am?;l p:'lCiI}g f‘c'}];gll;eement has been entered into

ue date of fili
orevious yoar: ting of return for the relevant

(B) fromtheendof themonth inwhich the ady ici
€ mol ance pricing agreement
has been entered into if the said agreement has been intgemr;ed into
after the due date of filing of return for the relevant previous year;]

(iv) fromthe d'ue date of filing of return under sub-section (1) of section 139
of the Act in the case of option exercised by the assessee as per the safe
harbour rules under section 92CB; or

H{v) frnm'thg date of giving effect by the Assessing Officer under rule 44H to
ﬂ:u_: r&soluttf:m arrived at under mutual agreement procedure, where the
primary adjustment to transfer price is determined by such resolution
under a Double Taxation Avoidance Agreement entered into under
section 90 or section 90A of the Act;]
(2) The imputed per annum interest income on [excess money or part thereof]
which is not repatriated within the time limit as per sub-section (1) of section 32CE
of the Act shall be computed,— .
(§ at the one year marginal cost of fund lending rate of State Bank of India
as on 1st of April of the relevant previous year plusthreehundred twenty:
five basis points in the cases where the international transaction jst
denominated in Indian rupee; or
(i) at six month London Interbank Offered Rate as on 30th September of
the relevant previous year plus three hundred basis points in the cases
where the international transaction is denominated in foreign currency.

8[{3) The interest referred toin sub-rule (2) shall be chargeable an excess money or

part thereof which is not repatriated—
(@) in cases referredtoinclause (D,
{iv) of sub-rule(1),from thedue
(1) of section 139 nfﬂ?ﬂAct; o o -
() incasesreferred toinclause (iﬁldfisub-rule (1),.&amttl,':fldateofth%:;fder

. of Assessing Officer or the appellate authority, as the casg may be;
; ' 5. Substituted by the IT (Eleventh Amdt) Rules, 2019, w.ef. 30-9-2019, Prior to its substitution,
clause (iff) read as under ! o ) of the Actin

- of fili afmturnundﬂﬂlb—sechﬂn(l}ofsecnm 139
) Eﬁg oc}%mtﬁhf:rgadvm pricing entered into by the assessec under section
clause (v) read as under !

t' 92CD;™ '
. 6. Substituted, ibid, Pyfor to its su - ader sub-section (1) of section 139 of the Act in

in sub-clause (a) of clause () and clause
date of filing of returnunder sub-section

4 ; : )
! “(v) from filing of return

i“ (¥) the cat?: ?fmaga:egrfment made under the mulmal agreemnent Mw a
b3 Double Taxatlon Avoldance Agroement entered into 1.md=r sactipn 90 or

§' 7. Substituted for “excess money”, ibid

¢ 8. Inserted, {bid :

P
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(¢) incasesreferredtoinsub-clause (5)of clause (i) of sub-rule(1), fron,,
end of the month in which the advance pricing agreement has j he
entered into by the assessee under section 92CC of the Act; e

(d) in cases referred to in clause () of sub-rule (1), from the date of gjy;
effect by the Assessing Officer under rule 44H to the resolution arﬁvgﬁ

at under mutual agreement procedure.]

[ Explanation.—For the purposes of this rule,—

(A) “International transaction” shall have the sarne meaning as assigned i,
it in section 92B of the Act;
The rate of exchange for the calculation of the value in rupees of the
international transaction denominated in foreign currency ghall be the
telegraphic transfer buying rate of such currency on the last day of the
previous year in which such international transaction was undertaken
and the "telegraphic transfer buying rate” shall have the same meaning
as assigned in the Explanation to rule 26.]]

Information and documents 1o be kept and maintained under section 92D,

ered into an international transaction '*![org
and maintain the following

(B)

10D. (1) Every person who has ent
specified domestic transaction] shall keep

information and documents, namely:—

(@) adescription of the ownership struct
details of shares or other owners
enterprises;

(b) a profile of the multinational group of which the assessee enterprise is
a part along with the name, address, legal status and country of tax
residence of each of the enterprises comprised in the group with whom
international transactions '*"'[or specified domestic transactions, as the
case may be,] have been entered into by the assessee, and ownership
linkages among them;

(¢) abroad description of the business of the assessee
which the assessee operates, and of the business of the
enterprises with whom the assessee has transacted;

() the nature and terms (including prices) of international transactions
1011[or specified domestic transactions) entered into with each assocl
ated enterprise, details of property transferred or services provided and
the quanturn and the value of each such transaction or class of such

transaction;

ure of the assessee enterprise with
ip interest held therein by other

and the industry in
associated

-20319. Prior toits substitution:

9. Substituted by theIT (Eleventh Amndt.) Rules, 2019, wel 309

Explanation read es under : b
‘Explanation.—¥or the purposes of this rule “International transaction” shall have
meaning assigned to it in section 92B of the Act.

10-11. Inserted by the IT (Sixth Amdt,) Rules, 2013, wref. 1-4-2013.
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(2) a description of the functions performed, risks assumed and assets
emp]oyf:d or 1o be employed by the assessee and by the associated
enterprises involved in the international transaction Jor the specified
domestic transaction];

(f) arecordof the economic and mark

X ! et analyses, forecasts, budgets orany
other financial estimates prepared by the assessee for the business s a

whol.e and for f:_ach division or product separately, which may have a
bearing on the international transactions Hor the specificd domestic
transactions] entered into by the assessee:

(g) arecord of uncontrolled transactions tak
their comparability with the international transactjons For the specified
domestic transactions] entered into, including a record of the nature,
terms and conditions relating to-any uncontrolled transaction with third
parties which may be of relevance to the pricing of the international
transactions "Jor specified domestic transactions, as the case may be}

(A arecord of the analysis performed to evaluate comparability of uncon-

trolled transactions with the relevant international transaction For
specified domestic transaction]

() a description of the methods considered for determining the arm's
length price in relation to each international transaction Yfor specified *
domestic transaction] or class of transaction, the method selected as the
most appropriate method along with explanations as to why such
method was 5o selected, and how such method was applied in each case;

(7} a record of the actual working carried out for determining the arm'’s
length price, including details of the comparable data and financial
information used in applying the most appropriate method, and adjust-
ments, if any, which were made to account for differences between the
international transaction J[or the specified domestic transaction] and <
the comparable uncontrolled transactions, or between the enterprises
cntering into such transactions;

en into account for analysing

{k} the assumptions, policies and price negotiations, if any, whlr.h have
critically affected the determination of the arm’s length price;

() details of the adjustments, if any, made to transfer prices to align them
with arm’s length prices determined under these rules and consequent
adjustment made to the total income for tax purposes;

(1) any otherinformation, data or document, including information or data
relating to the associated enterprise, which may be relevant for determi-
nation of the arm’s length price.

(2) "[Nothing contained in sub-rule (1), in so far as it relates to an international
transaction, shall] apply in a case where the aggregate value, as recorded in the

12 Inzerted by the IT (Sixth Amdt.) Rules, 2013, wref. 1-4-2013.
13. Substituted far “Nothing contained in sub-rule {1} shall’, ibid
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hooks of account, of international transactions entered into by the assessee 4

not exceed one crore rupees : o

Provided that the assessee shall be required to substantiate, on the basis of y
rial available with him, that income arising from international transactye, &)
entered into by him has been computed in accordance with section 92, a
14¢2A) Nothing contained in sub-rule (1), in so far asit relates to an eligible specifieg
domestic transaction referred to in rule 10THB, shall apply in a case of an elig,
assessee mentioned in rule 10THA and—

(@) the eligible assessee, referred to in clause () of rule 10THA, shall ke,

and maintain the following information and documents, namely:—

(i} a description of the ownership structure of the assessee enterprise
with details of shares or other ownership interest held therein by
other enterprises;

(i)) a broad description of the business of the assessce and the industry
in which the assessee operates, and of the business of the assaciateq
enterprises with whom the assessee has transacted;

(if) the nature and terms (including prices) of specified dornestic trans-
actions entered into with each associated enterprise and the quan.
tum and value of each such transaction or class of such transaction;

(i) arecord of proceedings, if any, before the regulatory commmission
and orders of such commission relating to the specified domestic

transaciion;

14. Substituted by the IT (Nineteenth Amdt.) Rules, 2015, w.ef. 8-12.2015. Prior 1o its substi-
tution, sub-rule (2A), as inserted by the IT (Second Amdt.) Rules, 2015, w.ef, 4-2-2015, read
as under :

“2A) Nothing contained in sub-rule (1), in so far as it relates to an eligible specified domestic
transaction referred to in rule 10THB, shall apply in a case of an eligible assessee referred (0
in rule 10THA and, the said eligible assessee, shall keep and maintain the following
information and documents, namely.— _
(7 a description of the ownership structure of the assessee enterprise with details of
shares or other ownership interest held therein by other enterprises;
(i) a broad description of the business of the assessee and the industry in which the
assessee operates, and of the business of the associated enterprises with whom the

assessee has transacted; .

(#i) thenatureand terms (including prices) of specified domestic transactions entered into
with each associated enterprise and the quantum and the value of each such
transaction or class of such transaction;

(#v) arecord of proceedings if any before the regulaiory commission and arders of such
commission relating to the specified domestic transaction;

(v) a record of the actual working carried out for determining the transfer price of the
specificd domestic transaction; d

(vi} the assumptions, policies and price negotiations, if any, which have critically affect
+he determination of the transfer price;

. . - . - Ih,g
(vij} any other information, data or document, mcluding information or data mlaungpt;ce.,

associated enterprise, which may be relevant for determination of the



1.145 DETERMINATION OF INCOME - SPECIAL CASES R. 10D

(v a rec;}rd qf the actual working carried out for determining the
transter price of the specified domestic transaction;

(vi) thf" 'as:liilmal:f’}inns* policies and price negotiations, if anv, which have
critically altected the determination of the transfer price; and
(vif) any other information, data or dacument, including information or

data relatingto the associated enterprise, which may be relevant for
determination of the transfer price:

(b) the eligible assessee, referred to in clause (i) of rule 10THA, shall keep
and maintain the following information and documents, namely:—

() a descri_ptinn f}f the ownership structure of the assessee €o-Opera-
tive society with detalls of shares or other awnership interest heid
therein by the members;

(7)) description of members including their addresses and period of
membership;

D) the_nature and terms {including prices) of specified domestic trans-
actions entered into with each member and the quantum and value
of each such transaction or class of such transaction;

(#) a record of the actual working carried out for determining the
transfer price of the specified domestic transaction;
(v) the assumptions, policies and price negotiations, if any, which have
critically affected the determination of the transfer price;
(v)) the documentation regarding price being routinely declared in
transparent manner and being available in public domain; and
(vii) any otherinformation, data or document which may berelevant for
determination of the transfer price.]
(3) The information specified in ¥[sub-rules (1) and (2A)] shall be supported by
authentic documents, which may include the following :

(@) official publications, reports, studies and data bases fmmlthe Govern-
ment of the country of residence of the associated enterprise, or of any
other country;

() reports of market
tions brought out

(¢) price publications including stock
quotations; ‘ .

{d) published accounts and financial statements relating io the business

affairs of the associated enterprises; |
t5 entered into with associated enterprises or

d contrac i nte
“ ﬁemﬁ enterprises in respect of transactions similar to the

research studies carried out and tec}nnical publica-
by institutions of national or international repute;

exchange and commodity market

5. Substitated for *sub-rule (1y° by the IT (Second Amdt) Rules, 2015, wes. 4-2-2015.
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l.|4ﬁ
international transactions "Wor the specified domestic transaclions a
the case may be; '

(N letters and aother correspondence documenling any {erms Negotingey
between the assesser and the associated eaterprise;

(8) documents normally issued in connection with various transactign,
under the accounting practices followed,

(4) The information and documents specified under Y[sub-rules (1), (2) and (24
should, as far as possible, be contemporancous and should exist latest by g,
specified date referred to in clause (iv) of section 92F:

Provided that where an international iransaction "“{or a specified domestic trap,.
action] continues to have effect over more than one previous year, fresh documengg,
tion need not be maintained separately in respect of each previous year, unles;
there is any significant change in the nature or terms of the iniernational transac.
tion “{or the specified domestic transaction, as the case may be], in the assump.
tions made, or in any other factor which could influence the transfer price, and in
the case of such significant change, fresh documentation as may be necessary
under "[sub-rules (1), (2) and (2A)] shall be maintained bringing out the impact of
the change on the pricing of the international transaction "for the specified do-
mestic transaction].

(5) The information and documents specified in "[sub-rules {1), (2) and (2A)] shall
be kept and maintained for a period of eight years from the end of the relevant
assessment year,

W [Maintenance and furnishing of information and doecument by certain
person under section 92D.]

10DA. (1) Every person, being a constituent entity of an international group

shall,—

() if the consolidated group revenue of the international group, of which
such person is a constituent entity, as reflected in the consolidated
financial statement of the international group for the accounting year,
exceeds five hundred crore rupees; and

(f) the aggregate value of international transactions,—

(A) during the accounting year, as per the books of account, exceeds
fifty crore rupees, or

(B) in respect of purchase, sale, transfer, lease or use of intangible
property during the accounting year, as per the books of account,
exceeds ten crore rupees,

16.
17.
18.

15.

Inserted by the IT (Sixth Amdt) Rules, 2013, wr.eF. 1-4-2013,
Substituted For “sub-rules (1) and (2)" by the IT (Second Amdt) Rules, 2015, w.ef. 4-2-2015.
Rules 10DA and 10DB inserted by the IT (Twenty-fourth Amdt) Rules, 2017, wef

31-10-2017. _
Substituted for Information and documents to be kept and maintained under proviso to s_IJI;
section (1) of section 92D and to be furnished in terms of sub-section (4) of section 32D.

the IT (Second Amdt.) Rules, 2020, welf. 1-4-2020,
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keep ancl maintain the following information and documents of the
international group, namely:—

{(a) a list of all entities of the

international ith thei
addresses; Broup along wi =

(b) a ;hart d.epic:ting the legal status of the constituent entity and
ownership structure of the entire international group;

(¢) adescription of the business of internationa
accounting year including,—

() the nature of the business or businesses;

1 group during the

(7)) the important drivers of profits of such business or busi-
nesses;

(il a description of the supply chain for the five largest
products or services of the international groupin terms of
revenue and any other productsinchiding services amount-

ing to more than five per cent of consolidated group
Tevenue;

(/V) alist and brief description of important service arrange-
ments made among members of the international group,
other than those for research and development services;

(V) adescription of the capabilities of the main service provid- 1
ers within the international group;

(VD details about the transfer pricing policies for allocating
service costs and determining prices to be paid for intra-
group services;

(VI} a list and description of the major geographical markets
for the products and services offered by the international
group; ‘

(VI adescription of the functions performed, assets employed
and risks assumed by the constituent entities of the inter-
national group that contribute at least ten per cent of the
revenues or assets or profits of such group; and

(IX) adescriptionoftheimportant business restructuring trans-
actions, acquisitions and divestments;

(d) adescriptionof theoverall strategy of theinternational groupfor the
development, ownership and exploitation of intangible property,
including location of principal research and development facilities
and their management;

() a list of all entities of the international group engaged in develop-

ment and management of intangible property along with their
addresses;
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(/) alist of all the important intangible property or groups of it
property owned by the international group along with the ﬁ;::::
and addresses of the group entities that legally own such iNtagim:.
propcn}‘: -

(g) alist and brief description of important agreements among me.-
bersof theinternational grouprelated tointangible Propenty, incl«
Ing cost contribution arrangements, principal research service &
ments and license agreements; =

(h) adetailed description of the transfer pricing policies of the in terms.
tional group related to research and development and intznzn,
property; o

() a description of important transfers of interest in intangible ores
perty, if any, among entities of the international group, including 1.
name and address of the selling and buying entities and the comper.
sation paid for such transfers;

(/) adetailed description of the financing arrangements of the interna
tional group, including the names and addresses of the top 1en
unrelated lenders;

(k) a list of group entities that provide central financing functions
including their place of operation and of effective management.

(D adetailed description of the transfer pricing policies of the internz-
tional group related to financing arrangements among group ent-
ties;

(m) a copy of the annual consolidated financial statement of the inter-
national group; and

(n) alist and brief description of the existing unilateral advance pricing
agreements and other tax rulings in respect of the internationz!
group for allocation of income among countries.

2[(2) The information and document specified under sub-rule (1) shall be furnished
totheJoint Commissioner referredtoin sub-rule(1)of rule 10DB, in Form No. 3CEAA

20. Sub-rules (2), (3) and (4) substituted for sub-rules (2), (3), (4) and (5) by the IT {S-eca?d .-'nmdi-_'

Rules, 2020, w.e.f. 1-4-2020. Prior to their substitution, sub-rules (2), (3), (4) and (5) read &
under : ;
“(2) The report of the information referred to in sub-rule (1) shall be in Form No. 3CEAA and
it shall be furnished to the Director General of Income-tax (Risk Assessment) on or br;.-fore the
due date for furnishing the return of income as specified in sub-section (1) of section 139
Provided that the information in Form No. 3CEAA for the accounting year 2016-17 may be
furnished at any time on or before the 31st day of March, 2018.

(3) Information in,— " i . I
A of Form No. 3CEAA shall be furnished by every person, ingaco )
- tl:fa;tn i:tcrnational group, whether or not the conditions as provided in sub-rule (Lyare

SefistEs (Contd amp 11F
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pefore the due date for furnishi . "
:;::?:L 4 ’; 1) of section 1 19 ishing the return of income as specified under sub-

(3) The constituent entity shall furnish Part A .
conditions specified under sub-rule (1) are not sa:}ii f{_‘:’;" No. 3CEAA even if the

{4 Where there are more than one consfituent entities resident in Indi

inremariana! group, the Form No. 3CEAA may be furnish  fndid -af an
. ed

entity, if— by any one constityent

(a} the international group has designated such entity for this purpose; and

(b) the information has been conveyed in Form No. 3CEAR to the Joint

Commiissioner referred toin sub-rule (1) of rule 10DB, in thi :
. , inthisbeh
days before the dite date of furnishing the Form No. ’3’:: s iz alf thirty

u[(5)] The Princ ipal Director General of Income-tax (Systems) or Director General
of Income-tax (Systems), as the case may be, shall specify the procedure for
electronic filing of Form No. 3CEAA and Form No. 3CEAB and shall also be
responsible for evolving and implementing appropriate security, archival and

retrieval policies in relation to the information furnished under this rule. A

11[(::5}] 'ljhe information and documents specified in sub-rule (1) shall be kept and "
maintained for a period of eight years from the end of therelevant assessment year.

a[(7]] The rate of exchange for the calculation of the value in rupees of the
consalidated group revenue in foreign currency shall be the telegraphic transfer
buying rate of such currency on the last day of the accounting year. ‘

Explanation—For the purposes of this rule—
(4) “telegraphic transfer buying rate” shall have the same meaning as
assigned in the Explanation 10 rule 26;
{B) the termns “accounting year', sconsolidated financial statement” and
“international group” shall have the same meaning as assigned in sub-

section (9) of section 286.

o ot furnished b being a constituent entity
(i) Part B of Form No. 3CEAA shall be furnis y & person, a constitt
of an international group, in those cases where the conditions as provided in sub-rule

(1) are satisfied. sident in India of an international
3 ongtituent entities re mn
(4) Where there are more than onc ¢ o information referred o inclause (1) of sub-

Eroup, then toinsub-rule () referred 10
rule ?B)t.ha.s. :]i:: r:ap;;nmr:;eg:dmay be ished by that constituent entity v_;hich hlﬂl-f been
designated by the internati tﬁfmniﬂhthpsaidrepoﬂ?rmfonqam,as e Case
may be, and the same has been intimated by the designated constituent entity to the Director
General of Income-tax (Risk Assessment) in Form 3

(dszhf;imhnaﬁnn referved to insﬁ.-m!a dg) :us?u nl;; E;de at least
te of filing the specified vt - ' :

2], Suh-nﬂgl?:), mr:ﬂp;:?ﬂ:smumﬁm a5 sub-rules (5), (6) and (7, respectively, by the IT

(Second Amdt) Rules, 2020, w.ef. 1-4-202¢.

thirty days before the due
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Furnishing of Report in respect of an International Group.

10DB. [(1) The income-tax authority for the purposes of section 286 shajl p, "
. - e : . g

Joint Conpmissioner as may be designated by the Director Generg ¢

IJ;

Iicomie-tax (Risk Assessmieni),

(2) The notification under sub-section (1) of section 286 shall be made in Fapy,

3CEAC two months prior to the due date for furnishing of report as specified tingie
sub-section (2) of said section.] N
(3) Every parent entity or the alternate reporting entity, as the case may be, resider,
in India, shall, for everv reporting accounting vear, furnish the report referred Luj;—
sub-section (2) of section 286 *'[**"] in Form No. 3CEAD. '
of the report under sub-section (4) of section 286 b,

*4[(4) The period for furnishing
b-section shall be twelve months frop,

the constituent entity referred to in that su
the end of the reporting accounting year:

Provided that in case the parent entity of the constituent entity is resident of ;

country or territory, where, there has been a systemic failure of the country ¢
territory and the said failure has been intimated to such constituent entity, the
months from the end of the month

period for submission of the report shall be six
in which said svstemic failure has been intimated.]
nder proviso to sub-section (4) of

3[(5) The information required to be conveyed u
entity shall be furnished in Form

seciion 286 regarding the designated constituent
No. 3CEAE]

22. Substituted by the IT (Second Amdt.) Rules, 2020, w.ef 6-1-2020, Prior to their substitution

sub-rules (1) and (2) read as under :
“(1) For the purposes of sub-section (1) of section 286, every constituent entity resident i
India. shall, if its parent entity is not resident in India, intimate the Director General of Income-
iax (Risk Assessment) in Form No. 3CEAC, the following, namelvi—
(a) whether it is the alternate reporting entity of the international group; or
(b) the details of the parent entity or the alternate reporting entity, as the case may be, of
the international group and the country or territory of which the said entities are

residents.
(2) Everv intimation under sub
for furnishing of report as spe
Words “to the Director General of Income-tax ( Risk Assessment
Amdt.) Rules, 2020, w.c.l. 6-1-2020.
24. Substituted by the IT (Fourteenth Amdt.) Rules, 2018, w.ef. 18-
tion, sub-rule (4) read as under :
*(4) A constituent entity of an international group, resident in India, other than the entit¥
referred to in sub-rule (3), shall furnish the report referred to in sub-rule (3) within the tme
specified therein if the provisions of sub-section (4) of section 286 are applicable in its €5
25. Substituted by the IT (Second Amdt.) Rules, 2020, w.e.f. 6-1-2020. Prior to its substifution
sub-rule (5) read as under :
*(5) If there are more than one constituent entities resident in India of an international grou
other than the entity referred toin sub-rule (3), then the report referred to in sub-rule () ma
be furnished by that entity which has been designated by the international group to ok
the said report and the same has been intimated to the Director General of Income-tax (Ri
Assessment) in Form No. 3CEAE"

rule (1) shall be made at least two months prior to the due date

cified under sub-section (2) of section 286
)" omitted by the IT (Secand

23.
12-2018. Prior to its substitu-
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(6) For the purposes of sub-section (7) of section 286, the total consolidated proup
revenueof theinternational groupshall be five thousand live hundred crore rupees.
(7) Where the (otal consclidaled group revenue of the international group, as
reflected in the consolidated financial statement, is In foreipn currency, the rate of
exchange forthe calculation of the value in rupces of such total consolidated group
revenue shall be the telegraphic transfer buying rate of such currency on the iast
day of the accounting year preceding the accounting year,

(8) The Principal Dirccior General of Income-tax (Systems) or Director General of
Income-tax (Systems), as the case may be, shall specily the procedure (or cicet ronic
filing of Form No. 3CEAC, Form No. 3CEAD and Form No. 3CEAE and shall also be
responsible for cvolving and implementing appropriate sceurity, archival and
retrieval policies in relation to the information furnished under this ruie.

Explanation—For the purposes of this rule,—
(A) “telegraphic transfer buying ratc” shall have the same meaning as
assigned in the Explanation to rule 26;
(B) the terms “accounting ycar”, “alternate reporting entity”, “consolidated

financial statement”, *international group” and “reporting accounting
year” shall have the same meaning as assigned in sub-section (9) of

section 286.]
Report from an accountant to be furnished under section 92E.

HE. The report from an accountant required to be furnished under section 92E
by every person who has entered into an international transaction “for a

specified domestic transaction] during a previous year shall be in Form Ne. 3CEB
and be verified in the manner indicated therein.]

Z|* DA.—Advance Pricing Agreement Scheme

Meaning of expressions used in matters in respect of advance pricing agreement.
10F. For the purposes of this rule and rules 10G to 10T,—

(4) “agreement” meansan advance pricingagreement entered intobetween
the Board and the applicant, with the approval of the Central Govern-
ment, as referred to in sub-section (1) of section 92CC of the Act;

(5) “application” meansan application foradvance pricing agreement made

. under rule 10-I;
2(bg) “applicant” means a person who has made an application;]
“bilateral agreement” means an agreement between the Board and the
© app?icant, subsequentto,and based on, any agreement referred toin rule
44GA between the competent authority in India with the competent

E Inserted by the IT (Sixth Amdt) Rules, 2013, w.ref. 1-4-2013.
27. Rules ml:-b::n mj'hgmgd by the IT (Yenth Amdr.) Rules, 2012, w.e £, 30-8-2012. Sez also FAQs

icing Agreement issued by the CBDT.
w Admﬁam Amd) Rules, 2018, wel. 14-3-2015.
“Heading No, ‘DA is provided by Editor. T
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authority in the other country regarding the most appropriate trangf,
pricing method or the arms’ length price;

(d) “competent authority in India” means an officer authorised by y,
Central Government for the purpose of discharging the fum:li::ans;:$
such fur matlers in respect of any agreement entered into under seetjo,
80 or 90A of the Act;

(e) “covered transacticn” means the international transaction or (ransae.
tions for which agreement has been entered into;

() “critical assumptions” means the factors and assumptions that are
critical and significant that neither party entering into an agreement wij
continue to be hound by the agreement, if any of the lactors ¢
assumptions is changed;

(g) “most appropriate transfer pricing method” means any of the transfer
pricing method, referred to in sub-section (1) of section 92C of the Ac,
being the most appropriate method, having regard to the nature of
transaction or class of transaction or class of associated persons or
function performed by such persons or such other relevant factors
prescribed by the Board under rules 10B and 10C;

(4 “multilateral agreement” means an agreement between the Board and
the applicant, subsequent to, and based on, any agreement referred toin
rule 44GA between the competent authority in India with the competent
authorities in the other countries regarding the most appropriate trans-
fer pricing method or the arms’ length price;

#M(ha) “rollback year” means any previous year, falling within the period not
exceeding four previous years, preceding the first of the previous years
referred to in sub-section {4) of section 92CC;]

() ‘“tax treaty” means an agreement under section 90, or section 50A of the
Act for the avoidance of double taxation;

() “team” meansadvance pricing agreement tearn consisting of income-taX
authorities as constituted by the Board and including such number of
experts in economics, statistics, law or any other field as may be
nominated by the Director General of Income-tax {International Taxa-
fion);

(%) “unilateral agreement” means an agreement between the Board and the
applicant which is neither a bilateral nor multilateral agreement.

Persons eligible to apply.
10G. Any perscn who—
(i) has undertaken an international transaction; or
(ii) is contemplating to undertake an international transaction,

shall be eligible to enter into an agreement under these rules.
79, Inserted by the IT (Third Amdt) Rules, 2015, w.ef. 14-3-2015.




Pre-filing consultation.

10H. (1) *{Any] person proposing 1o enter into an agreement under these rules
#[may], by an application in writing, make a request for a pre-filing consulta-

tion.

(2) The request for pre-filing consultation shall be made in Form No, 3CEC to the

Director General of Income-tax (International Taxation).

(3) On receipt of the request in Form No. 3CEC, the team shall hold pre-filing
consultation with the person referred to in rule 106G,

(4) The competent authority in India or his representative shall be associated in pre-
filing consultation invelving bilateral or multilateral agreement.
(5) The pre-filing consultation shall, among other things,—
() determine the scope of the agreement;
(i) identify transfer pricing issues;
(i) determine the suitability of international transaction for the agreement;
(iV} discuss broad terms of the agreement.
{6) The pre-fling consultation shall—
() not bind the Board or the person to enter into an agreement or initiate§
the agreement process;
(i) not be deemed to mean that the person has applied for entering into add
agreement.
Application for advence pricing agreement. A
10-L (1) Any person, ¥[referred to in rule 10G] may, if desires to enter into an "
agreement furnish an applicationin Form No. 3CED along with the requisite ;
fee. '
(2) The application shall be furnished to Director General of Incomne-tax (Interna-

tional Taxation) in case of unilateral agreement and to the competent authority in
India in case of bilaterat or multilateral agreement.

(3) Application in Form No. 3CED may be filed by the person referred to in rule 10G
e th i levant to the first assessment
e previous year relevant

® :i?rf?a:h;hﬁzt tiaeyafp]icapr n is nmy;e.in respect of transactions w’luch

are of a continuing nature from dealings that are already occurring; or

(i} beforeundertakingthe sransaction in respect of remaining transactions.

(4) Every application in Form No. 3CED shall be accompanied by the proof of
Payment of fees as specified in sub-rule (5).

.

30. Substituted for “Every" by the IT (Third Amdt.) Ruies, 2015, wel 14-3-2013.

31. Substituted for “shall”, ihid. ) 1 ] o
32. Substituted for “who has entered into apre-filing consultation as referred o inrube 10H", ibid
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(5) The fees payable shall be in accordance with following table baged g
amount of international iransaction entered into or proposed to be Uﬂdenakenﬂ?&
respect of which the agreement is proposed: .

Amount of international transaction entered into or proposed to T
be undertaken in respect of which agreement is proposed during

the proposed period of agreement Fee
Amount not exceeding Rs. 100 crores 10 lags |
Amount not exceeding Rs. 200 crores Igl_a:
Amount exceeding Rs. 200 crores 20 lacs

Withdrawal of application for agreement.

10J. (1) The applicant may withdraw the application for agreement at any time
before the finalisation of the terms of the agreement.

(2) The application for withdrawal shall be in Form No. 3CEE.
(3) The fee paid shall not be refunded on withdrawal of application by the applicant,

Preliminary processing of application. |

10K. (1) Every application filed in Form No. 3CED shall be complete in all respects
and accompanied by requisite docurments.

(2} If any defect is noticed in the application in Form No. 3CED or if any relevant

document is not attached thereta or the application is not in accordance with

understanding reached in *[any] pre-filing consultation referred toin rule 10H, the
Director General of ncome-tax (International Taxation) (for unilateral agreement)

and competent authority in India (for bilateral or multilateral agreement) shal
serve a deficiency letter on the applicant before the expiry of one month from the
date of receipt of the application.

(3) The applicant shall remove the deficiency or modify the application within 2
period of fifteen days from the date of service of the deficiency letter or within such
further period which, on an application made in this behalf, may be extended, so
however. that the total period of removal of deficiency or modification does not
exceed thirty days.

(4) The Director General of Income-tax (International Taxation) or the competent
authority in India, as the case may be, on being satisfied, may pass an order
providing that application shall not be allowed to be proceeded with if the
application is defective and defect is not removed by applicant in accordance with
sub-rule (3).
(5) No order under sub-rule (4) shall be passed without providing an opportuni'y ﬂg
being heard to the applicant and if an application is not allowed to be proceede
with, the fee paid by the applicant shall be refunded.

13, Inserted by the IT (Third Amdt) Rules, 2015, w.ef. 14-3-2015.
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Procedure.

10L. (1) 1he application referved toin rute 10K hos been allowed to be proceeded

with, the team or the competent authority in India or his representative shall
Process thc‘smnc in consultation and discussion with the applicant in accordance
with provisions of this rule,

(2) For the purpose of sub-rule (1), it shall be competent for the team or the
competent authority in India ar its representative to—

(i) hold meetings with the applicant on such time and date ag it deem fit;

(i) call for additional document or information or material from the
applicant;

(#) visit the applicant's business premises; or
(iv) make such inquiries as it deems fit in the circumstances of the case.

{3) For the purpose of sub-rule (1), the applicant may, if he considers it necessary,
provide further document nnd information for consideration of the team or the
competent authority in India or his representative.

{4} For bilateral or multilateral agreement, the competent authority shall forward

the application to Director General of Income-tax {(International Taxation) who
shall assign il to one of the teams.

(5) The team, to whom the application has been assigned under sub-rule (4), shall
carry out the enquiry and prepare a draft report which shall be forwarded by the
Director General of Incorne-tax (International Taxation) to the competent authority
in India.

{6) If the applicant makes a request for bilateral or multilateral agreement in its
application, the competent authority in India shall in addition to the procedure
provided in this rule invoke the procedure provided in rule 44GA.

(7) The Director General of Income-tax (International Taxation) (for unilateral
agreement) or the competeni authority in India (for bilateral or multilateral
agreement) and the applicant shall prepare a proposed mutually agreed draft
agreement enumerating the result of the process referred to in sub-rule {1}
including the effect of the arrangement referred to in sub-rule (5} of rule 44GA
which has heen accepted by the applicant in accordance with sub-rule (8) of the said
rule, .

(8) The agreement shall be entered into by the Board with the applicans after its
approval by the Central Government ot

(9) Once an agreement has been entered into the Director General of Income-tax
ﬂntemalionalgt'i'eaxaﬁnn) or the competent authority in India, as the case may be,
shall cause a copy of the agreement to be sent 1o the Commissioner of Income-tax
having jurisdiction over the assessee.
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Terms of the agreement,

10M. (1) An agreement may among other things, mclude—
(9 the international transactions covered by the agreement:
(i) the agreed transfer pricing methodology, if any:
(iif) determination of arm’s length price, if any;
(iv) definition of any relevant term o be used in item (i) or (i),
(V) critical assumptions;
*{(va) rollback provision referred to in rule 10MA;]
(vi) the conditions if any other than provided in the Act or these rules,
(2) The agreement shall not be binding on the Board or the assessee if there s ,
change in any of critical assumptions or failure to meet conditions subject to Whic
the agreement has been entered into.

(3) The binding effect of agreement shall cease only if any partyhas given due notice
of the concerned other party ar parties,

(4)In case there is a change in any of the critical assumptions or faihre to meet the
conditions subject to which the agreement has been entered into, the agreement
can be revised or cancelled, as the case may be.

{5) The assessee which has entered into an agreement shall give a notice in writing
of such change in any of the critical assumptions or failure to meet conditionstothe
Director General of Income-tax (International Taxation) as scon as it is practicable
to do so.

(6} The Board shall give a notice in writing of such change in critical assumptions
A or failure to meet conditions to the assessee, as soon as it comes to the knowledge
.J of the Board.

(7) The revision or the cancellation of the agreement shall be in accordance with
rules 100) and 10R, respectively,
¥[Rall Back of the Agreement.
10MA. (1) Subject to the provisions of this rule, the agreement may provide fc:r

' determining the arm's length price or specify the manner in which arm’
length price shall be determined in relation to the international transaction entered
into by the person during the rollback year (hereinafter referred to as “rollback
provision”).
(2) The agreement shall contain rollback provision in respect of an international
transaction subject to the following, namely:—

(9 the international transaction is same as the international transaction to
which the agreement {other than the rollback provision) applies;

35, Inserted by the IT (Third Amdt) Rules, 2015, w.e.f. 14-3-2015.
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(i) the return of incorte for the relevant rollback year has been or is

furnished by the applicant before the dued by ;
to sub-section (1) of section 139, eduedate specifiedin Explanation 2

(ifi) thereportinrespect of the international transaction had been furnished
in accordance with section 92F;

() the applicability of roilback provision, in respect of an international
trausaction, has been requested by the applicant for all the rollback

yearsinwhich the saidinternational transactj
e ooleant: and action has been undertaken by

(v) the applicant has made an application seeking rolfback i
in accordance with suh-nﬂep%; ’ tn Form 3CEDA

(3) Notwithstanding anything contained in sub-rule (2), rollback provisicn shail not
be provided in respect of an international transaction for a roliback year, i —

() the determination of arm's length price of the said international trans-
action for the said year has been subject matter of an appeal befare the
Appellate Tribunal and the Appellate Tribunal has passed an arder
disposing of such appeal at any time before signing of the agreement: or

(7) the application of rollback provision has the effect of reducing the total
income or increasing the loss, as the case may be, of the applicant as
declared in the retumn of income of the said year.

{4) Where the rollback provision specifies the manner in which arm’s length price
shall be determined in relation to an international transaction undertaken in any
rollback year then such manner shall be the same as the manner which has been *
agreed to be provided for determination of arm’s length price of the same
international transaction to be undertaken in any previous year to which the
agreement applies, not being a rallback year.

(5) The applicant may. if he desires to enter into an agreement with rollback
provision, furnish along with the application, the request for the same in Form No.
3CEDA with proof of payment of an additional fee of five lakh rupees: <

“[Provided that in a case where an application has been [iled on or befm:e_the 31st
day of March, 2015, Formn No. 3CEDA along with proof of payment of additional fee
may be filed at any time on or before the 30th day of June, 2015 or the date of

entering into the agreement whichever is earlier:

Provided further that in a case where an agreement has been entered into on or
before the 31st day of March, 2015, Form No. 3CEDA along with proof of payment

3, Substituted by IT (Fourth Amendment) Rules, 2015, w.ef. 1-4-2015, Prior to its substitution,

first i viso read :
proviso and second proviso A% o has been Bled prior to the 1st day of January,

*Provided that in s case where an applicatio 4
2015, Form No. 3CEDA along with proof of payment of aditional fee may be filed atany time
on or before the 3ist day of March, 2015 or the date of entering into the agreement er

is earlier _
Provided Further that in a case where an agreement lias been entered inta before the st day
of January, 2015, }*t:unnnhﬂu.:iCEDA along with proof of payment of additional fee may be filed
atany time on or before the 3 st day of March, 2045 aa notwithstanding anything contained
in rule 10Q, the agreement may be revised to provide for rollback provision in the said
agreement in accordance with this rule.”
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of additional Jee may be filed o1 any thme nor belore thee Wb sy of Buyey. 2y
and, notwithstandinganythlngcomatnerd Iy 1060, the Ugrecnent tiay """'“-"fw-;;
(0 provide for vollhack provisien b the raidd apreemen? in accirdance wpj, ™
rule. i .
Amendmonis to Applicsiion.
ION. (1) An zpplicant may requet in writin
al uny dlage, before the Bnalisutin o
(2) The Director General of Income-tux {Inlurm'i!irmal Taxution} or unilagy,
agreement) or the competent authority Indiaa {for hilateral or mullilaser,y |
agreetnent) may, allow the amendment to the application, if such an amendi.,
docs not have effect of sltering the nature of the application as uriginally filyg,
(3) The amendment shall be given cffect unly if it is aﬂ.:umpaqicd by the addftin. |
{ee, il any, necessiated by such emendinent in accordance with fec as provided in
rule 10-L

Furnishing of Annual Complisnce Report.

10-0. (1) The assessee shall furnish an annual compliance report to Direcug
General of Income-tax {Intemnational Taxation) for each vear covered inthe

agrecment.

(2) The annual compliance report shall be in Form 3CEF.

(3) The annual compliance report shall be furnished in quadruplicate, for each of

the years covered in the agreement, within thirty days of the due date of filing the

income-tax return for that year, or within nlnety days of cntering intoan agreement,

whichever is later.

(4) The Director General of Income-tax (International Taxation) shall send onecopy

of annual compliance report to the competent authority in India, one copy to the

Commissioncr of Income-tax who has the jurisdiction over the income-tax assess-

ment of the assessee and one copy te the Transfer Pricing Officer having the

jurisdiction over the assessee.

Compliance Audit of the agreement.
10P. (1) The Transfer Pricing Officer having the jurisdiction over the assessee
shall carry out the compliance audit of the agreement for each of the year
covered in the agreement.
(2) For the purposes of sub-rule (1), the Transfer Pricing Officer may require—
(§ theassesseetosubstantiatecompliance withthetermsof the agreement,
including satisfaction of the critical assumptions, correctness of the
supporting data or information and consistency of the application of the
transfer pricing method;
(i) the assessee to submit any Information, or document, to establish tha!
the terms of the agreement has been complied with.
(3) The Transfer Pricing Officer shall submit the compliance audit repott. fﬂff‘d'
yearcoveredin the agreement, to the Director General of Income-tax (Iutﬂ‘ﬂﬂ'”“a!
Taxation) in case of unilateral agreement and to the competent authotity in Indid

e et mr e - — ————- ——

plor an amendmient 1 an applic,,, .
§ the terms of the 2prerment. i
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in case of bilat.era] or multilateral agreement, mentioning therein his findings as
regards compliance by the assessee with terms of the agreement,

(4) The Director General of Income-tax (International Taxation) shall forward the
report to the Board in a case where there is finding of failure on part of assessee to
comply with terms of agreement and cancellation of the agreement is reguired.

(5) The qomp]iance audit report shall be furnished by the Transfer Pricing Officer
within six months from the end of the month in which the Annual Cmip!iance
Repart referred to in rule 10-0 is received by the Transfer Pricing Officer.

(6) The regular audit of the covered transactions shall not be undertaken by the

Transfer Pricing Officer if an agreement has been entered into under rule 10L
except where the agreement has been cancelled under rule 10R.

Revision of an agreement,.

10Q. (1)Anagreement, subsequent toit having been entered into, may be revised
by the Board, if —
(@) thereis a change in critical assumptions or failure to meet a condition
subject to which the agreement has been entered into;

(b) there is a change in law that modifies any matter covered by the
agreement but is not of the nature which renders the agreement to be

non-binding; or

(¢) there is a request from competent authority in the other country
requesting revision of agreement, in case of bilateral or multilateral
agreement.

(2) An agreement may be revised by the Board either suo motuar on request of the
assessee or the competent authority in India or the Director General of Income-tax
(International Taxation).

(3) Except when the agreement is proposed to be revised on the request of the
assessee, the agreement shall not be revised unless an opportunity of being heard
has been provided to the assessee and the assessee is in agreement with the

proposed revision. N
(4)In case the assesseeis not in agreement with the proposed revision the agreement
may be cancelled in accordance with rule 10R.

i i : forrevision
(5)In case the Board is not in agreement with the request of the assessee
ofthe agreement, the Board shali reject the request in writing givingreason forsuch

rejection, |
fvi the proposed revision, the
(6) For the purpose of arriving at the agreement for
procedure provided in rule 10L may be followed so far as they apply.
i i hich the original agreement
(7) The revised agreement shall include the _date till w. .
is to apply and thg:date from which the revised agreement 1s to apply.

Cancellation of an agreement.

10R. (1) An agreement shall b
reasons:

e cancelled by the Board for any of the following
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() the compliance audit referred to in rule 10P has re:}ulted in the ling
of failure on the part of the assessee (0 comply with the termy ﬁ:

agreement;
(i) the assessee has failed to file the annual compliance report in tjm,.

(i) the annual compliance report furnished by the assessee containg ma
rial errors; or e

(#+) the agreementistobe cancelled under sub-rule {4) of rule 10Q Yor g
rule (7) of rule 10RA]. -

(2) The Board shall give an opportunity of bein
proceeding to cancel an application.

(3) The competent authority in India shall communicate with the competuy
authority in the other country or countries and provide reason for the propgsed
cancellation of the agreement in case of bilateral or multilateral agreement,

(4) The order of cancellation of the agreement shall be in writing and shall provide |
reasons for canceliation and for non-acceptance of assessee’s submission, if any, |

(5) The order of cancelation shall also specify the effective date of cancellation of

the agreement, where applicable.

(6) The order under the Act, declaring the agreement as void ab initio, on accoun
of fraud or misrepresentation of facts, shall be in writing and shall provide reason

for such declaration and for non-acceptance of assessee’s submission, if any.

(7) The order of cancellation shall be intimated to the Assessing Officer and the
Transfer Pricing Officer, having jurisdiction over the assessee.

W Procedure for glving effect to rollback provision of an Agreement.
10RA. (1) The cffect to the rollback provisions of an agreement shall be given
in accordance with this rule.

(2) The applicant shall furnish modified return of income referred to in section
92CD in respect of a rollback year to which the agreement applics along with the
proof of payment of any additional tax arising as a consequence of and comput
in accordance with the rollback provision,

(3) The modified return referred to in sub-rule (2) shall be furnished along with the
rmadified return to be furnished in respect of first of the previous years for which
the agreement has been requested for in the application.

(4 If any appeal filed by the applicant is pending before the Commissioner
(Appeals), Appellate Tribunal or the High Court for a rollback year, on the issué
which is the subject matter of the rollback provision for that year, the said appeal
to the extent of the subject covered under the agreement shall be withdrawn by the
applicant before furnishing the modified return for the said year.

(5) If any appeal filed by the Assessing Officer or the Principal Commissioner &f
Commissioner is pending before the Appellate Tribunal or the Hiigh Court fov 2
rollback year, on the issue which is subject matier of the rollback provision for that

year, the said appeal to the extent of the subject covered under the agreement

g heard to the asscssee, befor

36. Inserted by the IT (Third Amdt,) Rules, 2015, wef 14-3-2015.
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be withdrawn by the Assessing Officer or the Principal issi

. Commissioner or the
Commissioner, as the case may be, within S or
by the applicant. three months of filing of modified return
(6) The applicant, the Assessing Officer or the Principal Commissi '

-t . ) mimi th

Commissioner, shall inform the Dispute Resclution Panei or the SCmo?::lx;c:isgonei
(Appeals) or the Appellate Tribunal or the High Court, as the case may be, the fact

of an agreement containing rollback provision having bee t . .
a copy of the same as soon as it is practicable to dog:-}o. en entered fnto along with

(7) In case effect cannot be given to the rollback isi agre i

: provision of an ement
accordance with this rule..for any rellback year to which it applies, on account :11;
failure on the part of applicant, the agreement shall be cancelled.]

Renewing an agreement.

105. Request fi:l' I'E_l'lewtf of an agreement may be made as a new application for
agreement, using the same procedure as outlined in these rules ¢ a-
filing consultation as referred to in rule 10H. e rules except pre

Miscellaneous.

10T. (1)Mere filing of an‘applicaﬁml for an agreement under these rules shallnot
prevent the operation of Chapter X of the Act for determination of arms’
length price under that Chapter till the agreement is entered into.

(2) The negotiation between the competent authority in India and the competent
authority in the other country or counirics, in case of bilateral or multilateral
agreement, shall be carried out in accordance with the provisions of the tax treaty
between India and the other country or countries.]

3 DB Safe Harbour Rules for nternational Transactions)

Definitions.
19TA. For the purposes of this rule and rule 10TB to rule 10TG,—
¥[(@) “accountant’ meansan accountant referred toin the Explanation below

sub-section (2) of section 288 of the Act and includes any person |

recognised for undertaking cost certification by the Government of the
country where the associated enterprise is registered or incorporated or
any of its agencies, who fulfils the following conditions, namely:—
() if he is a member or partner in any entity engaged in rendering
accountancy or valuation services then,—
(i) the entity or its affiliates have presence in more than two
countries; and
(i) the annualreceipt of the entity in the year preceding the yearin
which cost certificationis undertaken exceeds ten crore rupees;
(I if he is pursuing the profession of accountancy individually oris a
valuer then,—

37. Rules 10TA to [OTG inserted by the IT (Sixteenth Amdt} Rules, 2013, wef. 18-9-2013.
18. Substituted for “Safe Harbour Rules® by the IT (Second Amdt) Rules, 2015, w.ef. 4-2-2015.

39. Inserted by the IT (Tweifth Amdt} Rules, 2017, wref. 1-4-2017.
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(0 his annual receipt in the year preceding the year in which ¢,
certification is undertaken, from the exercise of PrﬂfES&ium
exceeds one crore rupees; and m,

(i) he has professional experience of not less than ten years]

“[(ag)] "contract research and development services wholly or partly relating,
software development” means the following, namely:—
(7} research and development producing new theorems and algo.
rithms in the field of theoretical computer science;

(i) development of information technology at the level of operating
systemns, programming languages, data management, comtnup;.
cations software and software development tools;

(i) development of Internet technology;

(iv) research into methods of designing, developing, deploying or
maintaining software;

(v) software development that produces advances in generic ap-
proaches for capturing, transmitting, storing, retrieving, manipu-
lating or displaying information;

(vi) experimental development aimed at filling technology knowledge
gaps as necessary to develop a software programme Or system;

arch and development on software tools or technologies in

areas of computing (image processing, geographicdata
artificial intelligence and such

(vi) rese
specialised
presentation, character recoguition,
other areas), or

’ (vii) upgradation of existing products where source code has been
made available by the principal [, except where the source code
has been made available to carry out routine functions like debug-

ging of the software};

(%) “core auto camponents” means,—
(1) engine and engine parts, including piston and piston rings, engine
valves and parts cooling systems and parts and power train

components;

(i) transmission and steering parts, including gears, wheels, steering
systems, axles and clutches;

(ifi) suspension and braking parts, including brake and brake assem-
blies, brake linings, shock absorbers and leaf springs;

xtended by

guarantee” means explicit corporate guarantec e d
ent M

to its wholly owned subsidiary being a non-resi
short-term or long-term borrowing.

{c) “corporate
a company
respect of any

cred as clause (ag) by the IT (Twelfth Amdt) Rules, 2017, wrek

40. Clause (@) relett
1-4-2017.
41. Inserted, ibid
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Explanation—For the purposes of this clause, explicit _
antee does nol include letter of comfort use, explicit corporate guar

, implicit corporate guarantee,
performance guarantee or any other guarantee of similar nature;
¢[(cq) “employee cost” includes,—
(i) salaries and wages;
(i) gratuities;

(i) contribution to Provident Fund and other funds,

(iv) the value of perq

uisites as specified i )
the Act; pecihied in clause (2) of section 17 of

(v) employment related allowances, like medical allowance, dear-
ness allowance, travel allowance and any other allowance;

(vi) bonus or commission by whatever name called;

(vi) lumpsum paymentsreceived atthe time of termination of service
Or superannuation or voluntary retirement, such as gratuity,
severance pay, leave encashment, voluntary retrenchment bene-
fits, commutation of pension and sirnilar payments;

(vii)) expenses incurred on contractual employment of persons per-
formning tasks similar to those performed by the regular empioy- |
ees; :

(ix) outsourcing expenses, to the extent of employee cost, wherever
ascertainable, embedded in the total outsourcing expenses:

Provided that where the extent of employee cost embedded in the
total outsourcing expenses is not ascertainable, eighty per cent of
the total outsourcing expenses shall be deemed to be the em-
ployee cost embedded in the total outsourcing expenses;
(¥) recruitment expenses; <
(x) relocation expenses;
(xi)) training expenses;
(xiif) staff welfare expenses; and
(x#) any other expenses related 1o employees or the employment;]
i ' i i le to a
“seneric pharmaceutical drug” means a drug that'l_s mwab
@ dg}ug a]rgahd}r approved by the regulatory authority in dosage form,
strength, route of administration, quality and performance characteris-
tics, and intended use; e ollon ‘
¢) “information technology enabled services” meansthe following business
@ process outsourcing services provided mainly with the assistance or use
of information technology, namely—
(9 back office operations; .
(i)} call centres or contact centre SEIvices;

42. Inserted by the IT (Fwelfth Amdt) Rules, 2017, wr.ef. 1.4-2017.
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(i) data processing and data mining
{iv) insurance claim processing:
(v) lepal databases;
(vi) creation and maintenan
medical advice;
(vi) translation services;
(vit)) payroll;
(ix) remote maintenance,
(x) revenue accounling:
(xi) support centres;
(xif) website services;
(xifi) data search integration and analysis;
{xiv) remote education excluding education content development; or
(xv} clinical database management S€rvices excluding clinical trials,

but does not include any research and development services whether or
not in the nature of contract research and development services;

(f) “intra-group loa” means loan advanced to wholly owned subsidiary
being 2 non-resident, where the loan—

(9) is sourced in Indian rupees;

(i) is not advanced by an enterprise, being a financial company
including a bank or a financial institution or an enterprise engaged
in lendingorbormwinginthenormalmurse of business; and

(##) doesnotinclude credit line or any other loan facility which has no
fixed term for repayment;

(g) "knowledge process outsourcing services” means the following business
process outsourcing services provided mainly with the assistance or usé
of information technology Tequiring application of knowledge and
advanced analytical and technical skills, namely:—

() geographic information system;

(i) human resources services,

(i) engineering and design services;
(7v) animation or content development and management,

(v} business analytics;

(vi) financial analytics; or
(vif) market research,

but does not include any research and development services whethet 0F
not in the nature of contract research and development services;
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“{{ga) “low value-adding intra-group services” means services that are per-
formed by one or more members of 2 multinational enterprise group on
behalf of ane or more other members of the same multinational
enterprise group and which,—

(9 are in the nature of support services;

(i) are not part of the core business of the multinational enterprise
group, ie, such services neither constitute the profit-earning
activities nor contribute to the economically significant activities
of the multinational enterprise group;

(i)} arenotin the nature of shareholder services or duplicate services;

(#v} neither require the use of unique and valuable intangibles nor lead
to the creation of unique and valuable intangibles;

{v) neitl?er invnlye the assumption or control of significant risk by the
service provider nor give rise to the creation of significant risk for
the service provider; and

(vi) donothavereliable external comparable services that can be used

for determining their arm’s length price, but does not include the
following services, namely:—

(i} research and development services;
(i} manufacturing and production services;
(i} information technology (software development) services;
(iv) knowledge process cutsourcing services;
{+) business process outsourcing services;
{vi) purchasing activities of raw materials or other materials that
are used in the manufacturing or production process;
(vif) sales, marketing and distribution activities;
(viii) financial transactions;
(ix) :::It;'action, exploration, or processing of natural resources;

{(x} insurance and reinsurance;]
(%) “non-core auto components” mean auto CoOmponents other than core
auto components; _
(i} “no tax or low tax country or territory” means a country or territory in
which the maximurm rate of income-tax is less than fifteen per cent;
- ing expense’ means the costs incurred in the previous year by the
¥ g:::e?ugl relation to the international transaction during the course af
its normal operations including *{costs rclahng to El:-nployee Stack
Option Plan or similar stock-based compensation provided for by the
associated enterprises of the assessee to the employees of the assessee,
reimbursement to associated enterprises of expenses incurred by the

43. Inserted by the IT (Twelfth Amdt) Rules, 2017, wr.el. 1-4-2017,
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associated enterprises on behalf of the assessee, amounts r

from associated enterprises on account of expenses incurr:&: %Vered
assessee on behalf of those associated enterprises and which rel:teu}e
normal operations of the assessee and] depreciation and Emﬂl'lisaﬁ(:u
expenses relating to the assets used by the assessee, but not includi.ngthl:

following, namely:—

() interest expense;
(i) provision for unascertained liabilities;
(iff) pre-operating ¢xpenses;
(i} loss arising on account of foreign currency fluctuations;
{v) extraordinary expenses;
(vi) loss on transfer of assets or investments;
(vi)) expense on account of income-tax; and
(vii}) other expenses not relating to normal operations of the
assessee '
+fProvided that reimbursement to associated enterprises of expenses
incurred by the associated enterprises on behalf of the assessee shall be
at cost:
Provided further that amounts recovered from associated enierprises
on account of expenses incurred by the assessee on behalf of the
associated enterprises and which relate to normal operations of the
assessee shall be at cost;]
(k) “operating revenue” means the revenue earned by the assessee in the
previous year in relation to the international transaction during the
course of its normal operations “fincluding costs relating 10 Employee

Stock Dption Plan or similar stock-based compensation provided for by
the associated enterprises of the assessee to the employees of the

assessee] but not including the following, namely:—

() interest income;

(#) income arising on account of fareign currency fluctuations;
(i) income on transfer of assets or investments;
(iv) refunds relating to income-tax;

(v) provisions written back;

{vi) extraordinary incomes; and

(vid other incomes not relating to normal operations of the assesset;

“operating profit margin® in relation to operating expense means the
® ; profit, being the operating revenue in eXCess gff

ratio of operating _ L
operating expense, o the operating expense expressed in terms

percentage;

(Twelfth Amdt.) Rules, 2017, wref 1-42017.

4. Inserted by the IT
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*{{fa} “relevant previous year" means the previous year relevant to the assess-
ment year in which the option for safe harbour is validly exercised:]
(m} "software development services” means —

({) business application software and information system develop-
ment using known methods and existing software tools;

(i) support for existing systems;
(ii}) converting or translating cormputer languages;
(i} adding user functionality 1o application programmes;
(v) debugging of systems:
{v) adaptation of existing software; or
(vii) preparation of user documentation,

but does not include any research and development services whether or not
in the nature of contract research and development services.

Eligible assessee.

10TB. (1) Subject to the provisions of sub-rules (2) and (3), the "eligible assessee” /

means a person who has exercised a valid option for application of safe °
harbour rules in accordance with rule 10TE, and—

()} is engaged in providing software development services or information
technology enabled services or knowledge process outsourcing ser-
vices, with insignificant risk, to a non-resident associated enterprise
(hereinafter referred as foreign principal);

(i) has made any intra-group loan;
(i) has provided a corporate guarantee;

(#) is engaged in providing contract research and development services
wholly or partly relating to software development, with insignificant
risk, to a foreign principal;

V) is en d in providing contract research and development services

() ltirhenl%; cgmf parll?rv;-:lalingg to generic pharmaceutical drugs, with insignifi-
cant risk, to a foreign principal; *{***]

(vi) is ¢engaged in the manufacture and export of core or non-core auto
componcnts and where ninety percent or more of total turnover during
the relevant previous year is in the nature of otiginal equipment
manufacturer sales *{; or]

“[(vi}) isin receipt of low volue-adding intra-group services from onc or more
members of its group.] - e

2) Fo urposes of identifying an eligible assessee, Wi significant risk,
i‘e}err;dl?c? ll")l item Fg of :il.lb-rl.llglr ( Ii the Assessing Qfficer or the Transfer Pricing
Officer, as the case may be, shall have regard to the following factors, namely.—

45, Inserted by the IT (Twelfth Amdi) Rules, 2017, wr.el. 1-4-2017.
46. Word "or” amilted, ihid
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(@} the forcign principal performs most of the coconomically signific,
functions involved, including the critical functions such as Concep[uﬂr:l
isation and design of the product and providing the strategic directiq,
and framework, cither through its own employecs or through its oth::
associated enterprises, while the eligible assessce carries out the worl
assigned to it by the foreign principal;

(b} the capital and funds and vther economically significant assets inclug.
ing the intangibles required, are provided by the forcign principal ur jty
other associated enterprises, and the cligible assessee is only provided ,
remuneration for the work carried out by it;

(¢} the eligible asscssee W
principal or its associated enterprise which not only has the capability

control or supervise but alsoactually controlsor supervises the activities
carried out through its strategic decisions 1o perform core functions a
well as by munitoring activities on a regular basis;

(d) the eligible assessee does not assume of has no economically significant
realised risks, and if a contract shows that the foreign principal is
obligated to control the risk but the conduct shows that the eligible

assessee is doing so, the contractual terms shall not be the final determi-

nant;

{¢) the eligible assessee has no ownership right, legal or economic, on any
intangible generated or on the outcome of any intangible generated or
arising during the course of rendering of services, which vests with the
foreign principal as evident from the contract and the conduct of the
parties.

(3) For the purposes of identifying an eligible assessee, with insignificant risk,

referred to in itemns (iv) and (v) of sub-rule (1), the Assessing Officer or the Transfer

Pricing Officer, as the case may be, shall have regard to the following factors.

namely:—

(@) the foreign principal performs most of the economically significant
functions involved in research or product development cycle, including
the critical functions such as conceptualisation and design of the
product and providing the strategic direction and framework, efther
through its own employees or through lts other associated enlerprises
while the eligible assessee carries out the work assigned to it by the
foreign principal;

(B) the foreign principal or its other associated enterprises
funds or capital and other economically significant assets incl
intangibles required for research or product development an
provides a remuncrationto the eligible assessee for the work carried ot

provides the
uding

by it;
the eligible assessee works under the direct supervision of the foreigh
principal or its other associated enterprise which has not J'.mc
capability to control or supervise but also actuatly controls or sup ”
research or product development, through its strategic decisions

(9
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perform core functions as well
basis;

(d) the eligible assessee does not assume or has no econoruically significant
realised risks, and if a contract shows that the foreign principal is
obligated to control the risk but the

0« conduct shows that the eligible
assessee is doing so, the contractual terms shall not be the fina] determi-
nant;

(e) the eligible assessee has no ownership right, legal or economic, on the
outcome of the research which vests with the foreign principal and is

evident from the contract as well as the conduct of the parties.
Eligible international transaction.

10TC. “Eligible international transaction” means an international transaction

between the eligible assessee and its associated enterprise, either or both
of whom are non-resident, and which comprises of :—

() provision of software development services:
(#) provision of information technology enabled services;
(i) provision of knowledge process outsourcing services;
{iv) advance of intra-group loan;
(¥) provision of corporate guarantee, where the amount guaranteed,— ﬂ
(&) does not exceed one hundred crore rupees; or i

(B) exceeds one hundred crore rupees, and the credit rating of the
associated enterprise, done by an agency registered with the
Securities and Exchange Board of India, is of the adequate to
highest safety;

(v} provision of contract research and development services wholly or
partly relating to software development;

(vi) provision of contract research and development services wholly or
partly relating to generic pharmaceutical drugs;

(vit}) manufacture and export of core auto components; *7***]

as by monitoring activities on a regular

{(ix) manufacture and export of non-core auto components “; or]

*(x) receipt of low value-adding intra-group services from one or more
members of its group,]

by the eligible assessce.
Safe Harbour.

107D, Whe: igible assessee has entered into an eligible international

'(cgnsact;:na:n?iht%lle §pﬁon exercised by the said assessee is not held to be
invalid under rule 10TE, the transfer price declared by the assessee in respect of
such transaction shall be accepted by the income-tax authorities, if it is in accor-

47. Word *or” omitted by the IT (Twelfth Amdt) Rules, 2017, w.ref. 1-4-2017.
8. Inserted, ibid
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dance with the circumstances as specified in sub-rule (2) *[or, as the cas
sub-rule (2A)] P © TRy b,

(2} The circumstances referred to in sub-rule (1) in respect of the eligible intern,
tional transaction specified in column (2) of the Tabie below shall be as speciﬁedi,;
the corresponding entry in column (3) of the said Table:—

S, Eligible International Circumsiances T
Nao. Transaction
{1) (2) (3} T

1. | Provision of software develop-| The operating profit margin declared by (he|
ment services referred to in item | eligible assessee from the eligible internationy)
() of rule 10TC. transaction in relation to operating expens,

incurred is-—

() not less than 20 per cent, where the aggregat,
value of such transactions eniered into dyr.
ing the previous year does not sxceed a sy
of five hundred crore rupees; or

(i) notless than 22 per cent, where the aggregate
value of such transactions entered into dyr-
ing the previous year exceeds a sum of five
hundred crore rupees.

2. | Provision of information techno- | The operating profit margin declared by the eii-
logy enabled services referred to | gible assessee from the eligible international trans.
in item (i} of rale 10TC. action in relation to operating expense is—

() notless than 20 per cemt, where the aggregate
value of such ransactions entered into dur-
ing the previous year does not exceed a sum
of five hundred crore rupees; or

(i} notless than 22 per cent, where the aggregate
value of such trapsactions entered into dur-
ing the previous year exceeds a sum of five
hundred crore rupees,

3. | Provision of knowledge process | The operating profit margin declared hy the eli-
outsourcing services referred to | pgible assessee from the eligible international trans-
in item (&) of rule 10TC. action in relation to operating expense is not less

than 25 per cent.

4, | Advancing of intra-group loags The inlerest rate declared in relation to the eligible
referred 1o in item (i) of rule international transaction is not less than the
10TC where the amount of loan rale of State Bank of India as on 30th June of the
does not exceed fifty crore relevant previous year plus 150 basis poinis.
rupees. I

5. | Advancing of intra-group loans The interest rate declared in relation to the eligible
referred to in itemn (iv) of rule international transaction is niot less than the base
L0TC where the amount of loan | rate of State Bank of India as on 30th June of the
exceeds fifty crore rupees. relevant previous year plus 300 basis pcinis;____

49 Inserted by the IT (Twelfth Amdt) Rules, 2017, wr.ef. 1-4-2017.
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s Eligible Internationa! Circumstances
No. Transaction

i1) (2) 13)

6. Pf?"idinﬁ CE_I"PO?_‘* guarantee TI}C comimission or fee declared in relation to the
re erred 1;:-“]1511l item (a) of cligible internatiunal transaction is at the rate not
item (¥) of rule 10TC. less than 2 per cent per annum on the amount

guaranteed,

7. | Providing corporate guarantee The commission or fee declared in relati

- : ob 1o th
!'eferred to in sub-item {5) of cligible internationa! transaction is at the mr: nul:
item {v) of rule 10TC. less than 1.75 per cent per annum on the zmount
guaranteed,

8. | Provision of contract research and | The operating profil margin dec! i

L j argin declared by the eli-
deve]opme?l services wholly or | gible assessee from the eligible interna.tio:a] trans-
parily relating to saftwm deve- | action in relation to operating expense incurred is
lopment referred to in item (vi) of | not less than 30 per cent.
rule 10TC.

9. | Provision of contrari research The operating profit margin declared by the eli-
and development services wholly | gible assessee from the eligible international trans-
or partly relating to generic action in relation to operating expense incurred is
pharmaceutical drugs referred to | not less than 29 per cent.
in item (vif) of rule 10TC.

10. | Manufacture and export of core

auto components referred to in
item (viff) of rule 10TC,

The operating profit margin declared by the eli-
gible assessee from the eligible international trans-
action in relation to operating expense is not less
than 12 per cent.

11.

Mamufacture and export of non-
core auto compaonents referred
10 in iten {ix} of rule 10TC.

The operating profit margin declared by the eli-
gible assessee from the eligible international trans-
action in relation to operating expense is nat less
than B.5 per cent

(2A) The circum
international transaction specified in column (2)

stances referred to in sub-rule (1) in respect of the cligible

of the Table below shall be as

specified in the corresponding entry in column (3) of the said Table:—

5t Eligible International Circumstances
No, Transaction
th {2) {3)

Provision of software developm-
ent services referred to in item
{) of rulc 10TC,

The aperating profit margin declared by the eli-
gible apse_;.essee from the eligible international trans-
action in relation to operating expense incurred
f5—

() not less than 17 per cenl, where the value of
international transaction does not exceed a
sum of one hundred crore rupecs; or

(#) not less than 18 per cent, where the value of

internationa) trapsaction exceeds a sum of

EX Inserted by the IT (Twelfth Amdt.) Rules, 2017, wr.ef 1-4-2017.



R. 10TD INCOME-TAX RULES, 1962

1.17;
St Eligible Internari :
Na Igd;‘mr::ﬂ?:ﬂmf Cireumstances ]

one hundred crore rupees but does
ceed & sum of two hundred crore mpl:ent&n.

2. | Provision of infermation techno- | The i i

1 operating profit margin declared b i
logy enabled services referred to | gible assessee from the eligible intcmaliogalu:ai
in item (i) of rule 10TC. action in relation to operating expense is—

() notless than 17 per cent, where the aggrega
value of such transactions entered into du:
ing the previous year does not exceed a sum
of one hundred crore rupees; or

(i) not less than 18 per cent, where the aggregate
value of such transactions entered into dur-
ing the previcus year exceeds a sum of one
hundred crore rupees but does not exceed &
sum of two hundred crore rupees.

3. | Provision of knowledge process | The value of international transaction does not

outsourcing services referred to | exceed a sum of twa hundred crore rupees and the

in item (i) of rule 10TC. operating profit margin declared by the eligible
assessee from the eligible international transac-
tion in relation o operating expense is—

() not Jess than 24 per cent and the Employee
Cost in rejation to the Operating Expense is al
Jeast sixty per cent;

(i) Dot less than 21 per cent and the Employee
Cost in relation to the Operating Expense is
farty per cent or mare but less than sixty per
cent; or

(i) not less than 18 per cent and the Employee
Cost in relation tothe Operating Expense does
not exceed forty per cent.

ing of intra-group loans The interest rate declared in relation to the eligible
* :e(;:'rn:dmt%?n item {iv) olf:'mle internaticnal transaction is not less than the one-
inal cost of funds lending rate of State
10TC where the amount of Joan | year margin ‘ o S
is denominated in Indian Rupees Bank of India as on ist April of the reiev
(INR). previous year plus—
| () 175 basis paints, where the associated m;;:
prise has CRISIL credit rating between
to A or its equivalent; |
;2 325 basis points, where the associated enter-
@ prisc has I(l.‘:.mli.l'éilL credit rating of BBB-.
or BBB+ ar its eguivalent; y
i ter-
0 475 basis points, where the associated €1
“ has é,lglmSIL credit rating between BBto
B or its equivalent; g eoter
: 18 points, where the associat
625 Do B ISIT, credit rating betwee C17 P

prise
or its equivalentior

()
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5l
No.

Eligible Internaiional
Transaction

Circumstances

[ )

(2)

(3)

(v) 425 basis points, where credit rating of the
Bssociated enterprise is not available and the
amount of loan advanced to the associated
enterprise including loans to all associated
enterprises in Indian Rupees does not exceed
a sum of one hundred ¢rore rupees in the
aggregate 3 on Jlst March of the relevant
previous year.

Advancing of intra-group loans
referred to in item (#) of rule
10TC where the amount of loan
is denominated in foreign
cuITency.

The interest rate declared in relation to the eligible

international transaction is not less than the six-

month London Inter-Bank Offer Rate of the rele-

vant foreign currency as on 30th September of

the relevant previous year plus—

() 150 basis points, where the associated enter-
prise has CRISIL credit rating between AAA
to A or its equivalent;

300 basis points, where the associated enter-
prise has CRISIL credit rating of BBB-, BBB
or BBB+ or its equivalent;

450 basis points, where the associated enter-
prise has CRISIL credit rafing between BB to
B or its equivalent;

600 basis points, where the associated enter-
prise has CRISIL credit rating between Cta D
or its equivalent; ar

400 basis points, where credit rating of the
associated enterprise is not available and the
amount of loan advanced to the associated
enterprise including loans to all associated
enterprises does not exceed a sum equivalent
to one hundred crore Indian rupees in the
aggregate as on 31st March of the relevant

previous year,

(i)

(i)

()

(v}

Providing corporate guarantee
referred to in sub-item (a) or
subritern (B} of item (v) of rule
10TC.

The commission or fee declared in relation to the
eligible international transaction is at the rate not
Jess than one per cent per annum on the amount
gueranteed.

Pruvision of contract research
and development services wholly
or partly relating to software de-
velopment referred to in ftem (v
of rule 10TC.

The operating profit margin declared by the eli-

i emesseeg&om the eligible intermational trans-
action in refation to operating expense incurred is
not less than 24 per cent, where the value of the
international transaction does not exceed a sum of
two hundred crore rupees.

Provision of contract rescarch
and development services wholly
or partly relating to generic phar-
maceutical drugs referred to in
itemn (vi) of rute 10TC.

R. 10TD

The operating profit margin declared by the eli-
gible assessee from the eligible international trans-
action in relation to operating ex ense incurred is
not less than 24 per cent, where the value of the
international iransaction does not exceed a sum of
two hundred crore rupees.
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Si Eligibie lnternational Circumstances

Na. Transaction

{i) [2) {3)

9. | Manufacture and export of core | The operating profit margin declared by H;T

auto components referred to in gible assessee from the eligible international tran,,

item {viii) of rule 10TC. action in relation to operaling expénse is not legg
than 12 per cent.

10. | Manufacture and export of nan- | The operating profit margin qeclared by the ¢l
core auto components referred to | gible assessee fram the eligible international trans.
in item (ix) of rule 10TC. action in relation to operating expense is not Jegg
than 8.5 per cent.

11. | Receipt of low value-adding intra-| The entire value of the international transacﬁu;
group services in item (x) of rule | including a mark-up not exceeding 3 per cent, does
10TC. not exceed a sum of ten crore rupees:

Provided that the method of cost pooling, the
exclusion of shareholder costs and duplicate costs

from the cost pool and the ressonableness of the
allocation keys used for allocation of costs 1o the

assessee by the overseas associated enterprise, is
certified by an accountant.]

— ]

(3) The provisions of sub-rules (1) and (2) shall apply for the assessment year 2013-
14 and four assessment years immediately following that assessment year,

51[(3A) The provisions of sub-rules (1) and (2A) shall apply for the assessment year
2017-18 and two assessment years immediately following that assessment year:

Provided that where an eligible assessee is eligible to exercise option undersub-rule
(2) or, as the case may be, sub-rule (2A) above, the assessee shall have the right to
choose the option which is most beneficial to him.]

S1a[ (3B) The provisions of sub-rules (1) and (2A) shall apply for the assessment year
2020-21]

(4) No comparability adjustment and allowance under the second proviso 1o sub-
section (2) of section 92C shall be made to the transfer price declared by the eligible
assessee and accepted under sub-rules (1) and (2) 3or, as the case may be, (24)]
above.

(5) The provisions of sections 92D and 92E in respect of an international transaction
shall apply irréspective of the fact that the assessee exercises his option for safe
harbour in respect of such transaction.

Pracedure.

10TE. (1)For the purposes of exercise of the option for safe harbour, the assesse®
shall furnish a Form 3CEFA, complete in all respects, to the Assessiig

Officer on or before the due date specified in Explanation 2 below sub-section (1

of section 139 for furnishing the return of income for—

51. Inserted by the IT (Fwelfth Amdt) Rules, 20i7, w.r.ef. 1-4-2017.
51a. Inserted by the IT (Ninth Amdt.) Rules, 2020, w.ref. 1-4-2620.



L | e W ime a . g -

1.178 DETERMINATION OF INCOMIL - SAI. HIARBOUR KULES R. 10TL

(0 the relevantassessinent your, In cose the option is exercised only for that
nssessment yeur; or

(#d the firstof the assessment years, in case the option is excretsed for more
than one pusessment year:

Provided that the return of income for the relevant assessment year or the first of
the relevont nssessment years, od the case may be, s furnished by the ansessee on
or before the date of furnishing of Form 3CEFA,

(2) The upt.lun for Hu!'c h.nrbuur validly exerclsed shall continue to remain in force
for the period specified in Form 3CEFA or a period of five years whichever is less:
Provided that the assessee ghall, in respect of the assessment year or years following
the 1.1111343] assessment year, furnish a statement 1o the Assessing Officer before
fun.ushmg return of income of that year, providing details of eligible transactions,
their quantum and the profit margins or the rote ol inlerest or commission shown:

Provided Further that an option for safe harbourghall not remain in foreein respuct
of any assessment year following the initinl assessment year, if—

(9 the option is held to be invalid for the relevant assessment year by the
Transfer Pricing Officer under sub-rule (11) or by the Commissioncr
under sub-rule (8) in respect of an objection {ilud by the assessce against
the order of the Transfer Pricing Officer under sub-rule (11), as the case
may be; or

(i) the eligible assessee opts out of the safe harbour, for the relevant °
assessment year, by furnishing a declaration to that effect, to the
Assessing Officer:
[Provided also that in case of the option for safe harbour validly exercised under
sub-rule (24) of rule 10TD, the word "three” shall be substituted for ‘flive™]
u[Pravided also that nothing contain ed in this sub-rule shall apply to the option for
safe harbour validly exercised under sub-rule (3B) of rule 107TD]

(3) On receipt of Form 3CEFA, the Assessing Officer shall verify whether—
()} the assessee exercising the option is an eligible assessee; and
(if) the transaction in respect of which the option is exercised is an eligible
international transaction,
before the option for safe harbour by the assessee is treated to be validly exercised.

(4) Where the Assessing Officer doubts the valid exercise of the option for the safe
harbour by an :ssessee, he shall make a reference to the Transfer Pricing Officer
for determination of the eligibility of the assessee or the international transaction
or both for the purposes of the sefe harbour.

(5) For the purposes of sub-rule (4) and sub-rule (10), the .Transfer_Pricing foiccr
may I‘Equirr:': the assessee, by notice in writing, 10 furnish such information or
documents or other evidence as he may consider necessary, and the assessee shall

furnish the same within the time specified in such notice.

52. Inserted by the IT (Twelfth Amdt.) Rules, 2017, wr.el, §-4-2017.
52a Inserted by the IT (Ninth Amdt.) Rules, 2020, w.r.el. 1-4-2020,



H. 10TE INCOME-TAX RULES, 1942 1.17%¢
(6) Where—

() the assessee does not furnish the information or documents or gh,,
evidence required by the Transfer Pricing Officer; or

(5) the Transfer Pricing Officer finds that the assessee is not an eligip),
ASSESSEes; Or

(c) the Transfer Pricing Officer finds that the international transaction j,
respect of which the option referred toin sub-rule (1yhas been exerciseq
is not an eligible international transaction,

the Transfer Pricing Officer shall, by order in writing, declare the option exercised
by the assessee under sub-rule (1) to be invalid and cause a copy of the said ordey
to be served on the assessee and the Assessing Officer:

Provided that no order declaring the option exercised by the assessee to be invalid
shall be passed without giving an opportunity of being heard to the assessee.

(7)If the assessee objects tothe order of the Transfer Pricing Officer under sub-rule
(6) or sub-rule {11} declaring the option to be invalid, he may file his objections with
the Commissioner, to whom the Transfer Pricing Officer is subordinate, within
fifteen days of receipt of the order of the Transfer Pricing Officer.

(8) On receipt of the objection referred to in sub-rule (7), the Commissioner shall
after providing an opportunity of being heard to the assessee pass appropriate
orders in respect of the validity or otherwise of the option exercised by the assessee
1 } and cause a copy of the said order to be served on the assessee and the Assessing

J Officer,

(9) In a case where option exercised by the assessee has been held to be valid, the
Assessing Officer shall proceed to verify whether the transfer price declared by the
assessee in respect of the relevant eligible international transactions is in accor-
dance with the circumstances specified in sub-rule (2)*¥[or, as the case may be, sub-
rule (2A)] of rule 10TD and, if it is not in accordance with the said circumnstances,
the Assessing Officer shall adopt the operating profit margin or rate of interest or
commission specified in sub-rule (2) ®or, as the case may be, sub-rule (2A}] of rule
10TD.

(10) Where the facts and circumstances on the basis of which the option exercised
by the assesse¢ was held to be valid have changed and the Assessing Officer has
reason to doubt the eligibility of an assessee or the international transaction for any
assessment year other than the nitial assessment year falling within the period for
which the option was exercised by the assessee, he shall make a reference to the
Transfer Pricing Officer for determination of eligibility of the assessee or the
international transaction or both for the purpose of safe harbour.

Explanation.—For purposes of this sub-rule the facts and circumstances include—
(@) functional profile of the assessee in respect of the international transas

tion;

53. Inserted by the IT (Twelfth Amdt.} Rules, 2017, wr.cf. 1-4-2017.
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(%) the risks being undertaken by the assessee;

(¢) thesubstantivecontractual conditions governing the role of the assessee
in respect of the international transaction;

(d) the conduct of the assessee as referred to !
of rule 10TB; or erred to in sub-rule (2) or sub-rule (3)

(¢} the substantive nature of the international transaction,

(11)The TI'aI‘]Ef'E.‘l' Pricing Officer on receipt of a reference under sub-rule (10) shall,
by an order in writing, determine the validity or otherwise of the option exercised
by the assessee for the relevant vear after providing an opportunity of being heard

to the assessee and cause a copy of the said order to be served on the assessee and
the Assessing Officer.

(12) Nothing contained in this rule shall affect the power of the Assessing Officerto
make a reference under section 92CA in respect of international transaction other
than the eligible international transaction.

(13) Where no option for safe harbour has been exercised under sub-rule (1) by an
eligible assessee in respect of an eligible international transaction entered into by
the assessee or the gption exercised by the assessee is held to be invalid, the arm’s
length price in relation to such international transaction shall be determined in f
accordance with the provisions of sections 92C and 92CA without having regardto { -
the profit margin or the rate of interest or commission as specified in sub-rule (2)
4or, as the case may be, sub-rule (2A)] of rule 10TD.

(14) For the purposes of this rule,—

() no reference under sub-rule (4) shall be made by an Assessing Officer
after expiry of a period of two months froem the end of the month in
which Form 3CEFA is received by him;

(iH) no order under sub-rule (6) or sub-rule (11) shall be passed by the
Transfer Pricing Officer after expiry of a period of two months from the
end of the month in which the reference from the Assessing OEﬁE:er
under sub-rule (4) or sub-rule (10), as the case may be, is received by hirn;

it ander sub-rule (8) shall be passed by the CumnIiSSioner-wit.’!]hl

o ?:e?'l?gdegf two months frf:mthe endof the muthinwhichthe objection
filed by the assessee under sub-rule (7) is received by hir,

i i iC] i the Comumissioner, as

15)If the Assessing Officer or the Transfer Pricing Officer or

Ehejcase may be, dg[)E:S not make a reference or pass an order, as the case may be,

within the time specified insub-rule(14), then the option for safe harbour exercised

by the assessee shall be treated as valid.

Sufe harbour rules not io apply in certain cases,

10TF. Nothing containedinrules 10TA, 10TB, 10TC, 10TD orrule 10TE shall apply
in respect of eligible international transactions entered into with an asso-

54, Inserted by the IT (Iwelfth Amdt) Rules, 2017, wr.ef. 1-4-2017.
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ciated enterprise located in any country or territory notified :
in a no tax or low tax couniry or territory. v ted under scction WA o
Mutual Agreement Procedure nol to apply.

10TG, Where transfer price in relation to an eligible internati

declared by an cligible assessee is acceptedgl by the mcnmlzﬁaalxmac-ﬁ?“
under section $2CB, the assessee shall not be entitled to invoke mutual Orities
procedure under an agreement for avoidance of double taxation mtmﬁetzm?m
a country or specified territory outside India as referred to in section 90 of 9311!]1

55 DC.-~Safe Harbour Rules for Specified Domestic Transactions

Definitions.
10TH. For the purposes of this rule and rules 10THA to 10THD,—
(@) "Appropriate Commission” shall have the same meaning as assigned
it in sub-section (4)" of section 2 of the Electricity Act, 2003 (36 of 2003y,
(5 “Government company” shallhave the same meaning as assigned oitin
sub-section (45)° of section 2% of the Companies Act, 2013 (I8 of 2013),

Eligible assessee.

10THA. The “eligible assessee” means a person who has exercised a valid option
for application of safe harbour rules in accordance with the provisions of

rule 10THC, Sand—

() is a Government company engaged in the business of generation,
sifsupply,] transmission or distribution of electricity; or

\ (i) is a co-operative society engaged in the business of procuring and
) marketing milk and milk products.]
/ Eligible specified domestic transaction.
10THB. The "eligible specified domestic transaction” means a specified domestic
transaction undertaken by an eligible assessee and which comprises of —
() supply of electricity """} or
(i) transmission of electricity; or
(i wheeling of electricity; *Tor
(#v) purchase of milk or milk products by a co-operative society from its
members.|

55. Inserted by the IT (Second Amdt.) Rules, 2015, w.ef. 4-2-2015.

56. For definition of “appropriate Commission® and “Government company’, see Appendix.

57. Substituted for “and is a Government company engaged in the business of Bm‘rﬂ:g
transmission. or distribution of clectricity” by the IT (Nineteenth Amdt) Rules, 2015, %

8-12.2015.

58. Tnserted by the IT {Second Amdt) Rules, 2016, w.ef, 17-2-2016.

59. Words “by a generating company” omnitted, flrid
60. Inserted by the IT (Nineteenth Amdt.) Rules, 2015, w.e.f. 8-12-2013.

*Be read as ‘clause’.
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gafe Harbour
J0THC. (1) Where an eligible assessee has entered into an eligible specified

R tOTHC

domestic transaction in any previous year relevant to an assessment year

and the option exercised by the said assessee s treated to be validly exercised under
qule 10THD, the transfer price declared by the assessee in respect of such
rransaction for that assessment year shall be accepted by the incotne-tax authori-
jjes, if it is in accordance with the circumstances as specified in sub-rule (2).

(2) The circumstances referred to in sub-rule (1)inr

espect of the eligible specified

domestic transaction specified in column (2) of the Table below shall be as specified
in the corresponding entry in column (3) of the said Table—

Sl Na.

Eligible specified domestic
Transaction

Circurnistances

-

1

2

3

1

Supply of electricity, transmission
of electricity, wheeling of electric-
ity referred to “[in clause (3, (i) or

'| (#ii) of rule 10THB, as the case may

bel.

The tariff in respect of supply of
electricity, transmission of electric-
ity, wheeling of electricity, as the
case may be, is determined *[or the
methodology for determination of
the tariff is approved} by the Appro-
priate Commission in accordance
with the provisions of the Electricity
Act, 2003 {36 of 2003}.

ﬁ[z

‘Purchase of milk or milk products

referred to in clause (iv) of rule
10THR.

The price of milk or milk productsis
determined at a rate which is fix_ed
on the basis of the quality of milk,
namely, fat content 2nd Solid Not

Fat (SNF) content of milk; and—
(@) thesaidrateisirrespective of —
() the quantity of milk pro-

cured;

(i the percentage of shares
held by the members in
. the co-operative society;
(i) the voting power held by
the members in the soci-

ety; and
such prices are ruutinr_:ly
declared by the co-aperative
society in a transparent man-
ner and are available in public

domain.]

(b

e

61, Substituted For *in item (4),

Amdt) Rules, 2016, waf. 17-2-2016.

52. Inserted, ibid,
63. Inseried by the IT (Nineteenth Amdt.)

(i or (i) ufrule 10THB, a5 the case may be” by the IT (Second

Rules, 2015, w.ef. 8-12-2015.,
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i i der the second provisotg g
(3) No comparability adjustment and allowance under L ) Sub.
section (2) of section 92C shall be made 1o the transfer price declared by the eligip],

assessee and accepted under sub-rule (1). . fied 4

. a . H Pe fa) .
(4) The provisions of sections 92D and 92E in respect of a SPELHCC Comestic
tr%nsactil::m shall apply irrespective of the fact that the assessee exercises his optioy,
for safe harbour in respect of such transaction.

Procedure
- i i harbour, theass
10THD. (1)Forthepurposesofexercise of the option forsafe , essee
g}fa]l‘};m:i!ih = Form 3CEFB, complete in all respects, to the Assessing
Officer on or before the due date specified in Explanation 2 to sub-section (1) of
section 139 for furnishing the return of income for the relevant assessment year,

Provided that thereturn of income forthe relevant assessment yearis furnished by
the assessee on or before the date of Furnishing of Form 3CEFB:
s Provided Further that in respect of eligible specified domestic transactions, other
th[:nmihe transaction referradp::tin clause (iv) of rule 10'I'HB undertaken during
the previous year relevant to the assessment year beginning on the 1st day of
April, 2013 or beginning on the 1st day of April, 2014 or beginning on the 1st dayof
Apri, 2015, Form 3CEFB may be furnished by the assessee on or before the 31st
day of March, 2016:]

ded also that in respect of eligible specified domestic transactions, referred
Y 10in clause (iv) of rule 10THB, undertaken during the previous year relevant to the
/ assessment year beginning on the 1st day of April, 2013 or beginning on the 1st day
of April, 2014 or beginning on the st day of April, 2015, Form 3CEFB may be
furnished by the assessee on or before the 31st day of December, 2015.]

{2) On receipt of Form 3CEFB, the Assessing Officer shall verify whether—
(§) the assessee exercising the option is an eligible assessee; and
(i) the transaction in respect of which the option is exercised is an eligible
specified domestic transaction,
before the option for safe harbour by the assessecis treated to be validiy exercised.

(3) Where the Assessing Officer doubts the valid exercise of the option for the safe
harbour by an assessee, he may require the assessee, by notice in writing, to furnish
such information or documents or other evidence as he may consider necessary,
and the assessee shall furnish the same within the time specified in such notice.

(4) Where—

() the assessee does not furnish the information or documents or other
evidence required by the Assessing Officer; or

() the Assessing Officer finds that the assessee is not an eligible assesseé; Of

64. Substituted by the IT (Second Amdt.) Rules, 2016, w.ef. 17-2-2016. Prior to its substitutiom.
second proviso read as under :
“Provided further that in respect of eligible specified domestic transactions undertaken
B et ek 2o P B ey o
or on the 1st day ,2014, Form ICEFB is asgesoee
on or before the 31st day of March, 2015." can be by the
85. Inserted by the IT (Nineteenth Amdt) Rules, 2015, w.ef. 8-12-2015.
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(6 the Assessing Ofticer finds that the specified domestic transaction in

respect of which the option referred toi '
is not an eligible specified domestic E:IH:EZ:? ((“1-) has been exercised

4 the tariff is not in acc : \ o
( rule (2) of rule lﬂTHardmce with the circumstances specified in sub-

the Assessing Officer shall, by order in writing, declare the option exerci
essee under sub-rule (1) to be invalid £ . ised by the
ﬁv S e amsessee: and cause a copy of the said order to be

Proﬂded that no or der declaring the option exercised b}" the assess . .

: A . sessee to be invalid
sha;lf 1:; Pa-"s:: “’“:;2;351:““51 an :dpportumty of being heard to the assesseee mjf
(5) € AS5eS86€ 0 the order of the Assessing Offi "
declaring the option to be invalid, he may file his olf:iccti::sr :unglﬁtlf; l;’rr;ﬁ eip(::i
Commissioner or the Commissioner or the Principal Director or the Director ;; the
case may be, to whom the Assessing Officer is subordinate, within fifteen da s of
receipt of the order of the Assessing Officer. | ¥
(6) On receipt of the_ OI?jECﬁOD referred to in sub-rule (5), the Principal Commis-
sioner or the Commissioner or the Principal Director o(r 1]11: D:rﬁgﬁs the case
may be,.sha]l after Proﬂdmg an opportunity of being heard to the assessee, pass {
appropriate orders in respect of the validity or otherwise of the option exercised by
the assessee a_nd cause a copy of the said order to be served on the assessee and the
Assessing Officer.
(7) For the purposes of this rule—

() no order under sub-rule (4) shall be made by an Assessing Officer after
expiry of a period of three months from the end of the month in which

 Form 3CEFB is received by him;

(i) the order under sub-rule (6) shall be passed by the Principal Commis-
sioner or Commissioner or Principal Director or Director, as the case !
may be, within a period of two months from the end of the month in
which the objection filed by the assessee under sub-rule (5) is received
by him.

(8) If the Assessing Officer or the Principal Commissioner or the Commissioner ar
the Principal Director or the Director, as the case may be, does not pass an order
within the time specified in sub-rule (7), then the option for safe harbour exercised

by the assessee shall be treated as valid ]
| o4*DA—Application of General Anti Avoidance Rule

Chapter X-A not to apply in ceriain cases. -

10U. (1) The provisions of Chapier X-A shall not apply to—
_ tax benefit in the relevant assessment year

arising, in aggregate, to all the parties to the arrangement does not

- exceed a sum of rupees three crore;
86. Rules 10U 1o 100C Easerted by the IT (Seventeenth Amdt) Rules, 2013, wef. 1-4-2016.
Circular No. 7/2017, dated 27-1-2017. For

For clarification on implementation of GAAR, see
details, see Taxmann's Master Guide to Income-tax Rules.

"Should be réad as DD’

(@ an arrangement where the
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(5) a Foreign Institutional Investor,—
() who is an assessee under the Act;

(i) who has not taken benefit of an agreement referred to in secy;
90 or section 90A as the case may be; and

(i) who has invested in listed securities, or unlisted securities, wiy, the
prior permission of the competent author_'lty, in aFCOI‘dance with
the Securities and Exchange Board of India (Foreign I“sﬁtuﬁuna]
Investor) Regulations, 1995 and such other regulations ag mMay b,
applicable, in relation to such investments;

{¢) aperson, being a non-resident, in relation to investment made by hig, },
way of offshore derivative instruments or otherwise, directly or indj,
rectly, in a Foreign Institutional Investor;

(d) any income accruing or arising to, or deemed to accrue or arise to, o
received or deemed to be received by, any person from transfer
investments made before the “[1st day of April, 2017] by such person

(2} Without prejudice to the provisions of clause (dh of EPb'ml'E (1), the provision,
of Chapter X-A shall apply to any arrangement, irrespective of the date on which i
has been entered into, in respect of the tax benefit obtained from the arrangemeyy
on or after the #[1st day of April, 2017].

(3) For the purposes of this rule,—

(9 “Foreign Institutional Investor” shall have the same meaning as assigneq
to it in the Explanation to section 115AD;

(i) “offshore derivative instrument™® shall have the same meaning as
assigned to it in the Securities and Exchange Board of India (Foreign
Institutional Investor) Regulations, 1995 issued under Securities and
Exchange Board of India Act, 1992 (15 of 1992);

(ii)) “Securities and Exchange Board of India” shall have the same meaning
as assipned to it in clause (@) of sub-section (1) of section 2 of the
Securities and Exchange Board of India Act, 1992 (15 of 1992);

(iv) *tax benefit" as defined in clause (J0) of section 102 and computed in
accordance with Chapter X-A shall be with reference to—

(@) sub-clauses (a} to (&) of the said clause, the amount of tax; and
(5 sub-clause (/) of the said clause, the tax that would have been
chargeable had the increase in loss referred to therein been the
total income.
Determination of consequences of iImpermissible avoidance arrangement.

10UA. For the purposes of sub-section (1) of section 98, where a part of an
arrangement is declared to be an impermissible avoidance arrangement, the
consequences inrelation to tax shall be determined with reference tosuch part only.

67. Substituted for "30th day of August, 2010” by the IT (Sixteenth Amdt) Rules, 2016, w.el.

22-6-2016.
68. Substituted for "1st day of April, 2015", ibid
&Y. For definition of “offshore derivative instrument” under SEBI (Foreign Institutional Investor)
Regulations, 1995 [now SEBI (Foreign Portfolio Investors) Regulations, 2014), se¢

Appendix.
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Notice, Forma for reference under sectlon 14484,

yoUB. (1) For the purposes of sub-section (1) of section 144BA. the Assessi i
s't‘“':'i, het‘:L :h?ensl?:ﬁ ; rLiEemncc to the c:-ammissi.:n'merE g:ﬁss;nigifaf:ﬁ

ti O [he DESSeSRee EO jEClians,' G .
:,fﬂCI":tfPter X-A in his case. if any, to the applicability of provisions

@ The notice referred to in sub-rule (1) shall contain the

) detoils of the arran . .
0 a0 be o izg:ent to which the provisions of Chapter X-A are

(i)} the tax benefit arising under the arrangement;

(iify the basis and reason for considerin :
identified arrangement is to obtain tai It:he?:t:f?:.c main purpose of the

(iv) the basis a_md the reasons why the arrangement satisfies th iti
provided in clause (@), (), (¢} or (d) of sub-section (1) oF zect?:noggl:gg
list of do | i - 49 ane
(V) :l}:; vi . ol documents and evidence relied upon in respect of (i) and (iv)

3) The reference by the Assessing Officer to the Commissi .
E[) of section 144BA shall be in Form No. 3CEG. issioner under sub-section

(4) Where the Commissioner is satisfied that the provisions of Chapter X-A are not
required to be invoked with reference to an arrangement after ct]:tnsideﬁng—

() thereference received from the Assessing Officer under sub-section (1)
of section 144BA; or

(i) the reply of the assessee in response to the notice issued under sub-
section (2) of section 144BA,

he shall issue directions to the Assessing Officer in Form No. 3CEH.

(5) Before a reference is made by the Commissioner to the Approving Panel under
sub-section (4) of section 144BA, he shall record his satisfaction regarding the
applicability of the provisions of Chapter X-A in Form No. 3CEI and enclose the
same with the reference.

Time lmits.
10UC. (1) For the purposes of section 144BA,—

() mo directions under sub-section (3) of section 144BA shall be iasued by
the Commissioner after the expiry of one month from the end of the
month in which the date of compliance of the notice issued under sub-

section (2) of section 144BA falls;

(i) noreferenceshall be made by the Commissionerto th:z Approving Panel
under sub-section (4) of section 144BA after the expiry of two months
from the end of the month in which the final submission of the assessee
in response to the notice issued under sub-section (2) of section 144BA
is received; o

(ii) the Commmissioner shallissue directions to the Assessing Officer in Form
No. 3CEH,—

following.—
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Lig
(@) in the case referred to in clause (i) of sub-rul X
- n L] ) 4
within a period of one month from the end of ;én}t]ﬁnme,]“[m_
reference is received by him; and Whlch the
(B) in the case :_-eferred to in clause (i) of sub-rule (4) of 1,
within a period of two months from the end of month mwﬁ-].nuﬂ.
final submission of the assessee in response 1o the nogj <h the
under sub-section (2) of section 144BA is received by hin:le ]msut"‘I

™ DE —Approving Panel
Reference to the Approving Panel.
10UD. A reference under sub-section (4) of section 144BA to an Approyip
shall be,— @ & Pany
() made in Form No. 3CEIA along with a copy of Form No. 3CEl 54
other documents which the Principal Commissioner or the ¢g Stich
. . mm,
sioner deems fit; and 5
{f)} submitied in four sets, either in Hindi or English.
Procedure before the Approving Panel.
10UE. (1) A reference received under rule 10UD shall be caused to be circulatey
by the Chairperson of the said Panel among the cther members Withiy
seven days from the date of receipt of such reference.
(2) The Chairperson of the Approving Panel shall cause to be issued the notice toth,
Assessing Officer and the assessee affording an opportunity of being hegyg
specifying therein the date and place of hearing,
(3) The meetings of the Approving Panel shall take place at such place as the
“, Approving Panel may decide.
Remuneration.
10UF. (1) For attending the meeting of an Approving Panel, the Chairperson and
other members of the said Panel shall be entitled to—
() asitting fee of six thousand rupees per day; and
(i) travelling allowances including transportation charges for local travel
and daily allowances {including accommodation) as admissible to an
officer of the rank of Special Secretary to the Government of India.
(2) The expenditure of an Approving Panel shall be met from the budgetary grants
of the Department of Revenue in the Ministry of Finance of the Central Govern-
ment.]
7[Guidelines for application of section 9A.
10V. (1) Where the investment in the fund has been made directly by an institw
tional entity, the number of members and the participation interest in the
fund shall be determined by looking through the said entity, if it,—
(@) independently satisfies the conditions mentioned in clauses {c), (¢} b
and (g) of sub-section (3) of section 9A;
(1) has been set up solely for the purpose of pooling funds and investment
thereof; and
Z0. Rules 10UD to 10UF inserted by the IT (Eighth Amndt.) Rules, 2019, wef. 17-9-2019.
71. Rules 10V, 10VA and 10VB inserted by the IT (Fifth Amdt.} Rules, 2016, w.ef 15-3-2016
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() “ ‘;-q'f:fid.ﬁ':t L:Ld;gm 1,‘?’:’ or specified territory with which an agreement
:;:] ’; Il::';*i h::un 3n u;:_‘;;‘;““ (};) of section 90 ur sub-section (1) of section
tered in o counliry urﬂ}‘u s [Ur-il_:_; 'fjst“blisht?d or incorporated or regis-
. . L <1 JE> + H . . o N
Government in this bt.'hul[‘]_p‘- ed territory nolified by the Central
1y For the purposes of clause (¢) of sub-section
o vestarin the fund is a person other than a naturg]
appropriate duc diligence to ascertain the indir
qesident in India and the extent thercaf:

vided that where such direct investor s, the Gove
::fwcrcign fund or a multilateralagency or ap vernment or the Central bank or

i pinide propriately regulated inv. in the
form of pension fund or University fund or a bank or collecti\?e inweslnuaeer?‘ltt 3;}13;::5:

such as mutual funds, the fund shall obtain a declaration in wril ing F ,
. PR rom
nvestor regarding the participation, if any, of a person rusidentgin lndi;hae r?ldrﬁfé

. Jireet patticipation in the fund of any pers ) r C ]
E-;' the fund on the basis of such dcclgrﬁim‘:? resident in India may be determined

Erphnmlfa!l-—-FUI' the Purposes of this sub-rule an investor shall be ¢ iderc

be appropriately regulated if it is regulated or supervised by the secm?igzls ;E:f;fkt?
regulator or the banking regulator of the country outside India of which it is
resident, in the same capacity in which it has made investment in the fund.

3 A fund shall not be denied the benefit of bei ipible f
:} fjsecﬁun A ife cing an eligible fund for the purposes

(a) non-fulfilment of any of the conditions specified in cl
of sub-section (3) of section 9A,— peciied in clauses (¢), (d) and (¢)

(#) is for the reasons beyond the control of the Fund and it does not
exceed a period of ninety days;

(é) does not exceed a period of eighteen months beginning from the
dale on which the fund is setup or is not beyond the final closing
of the fund, whichever is earlier, and borna fide efforts are made to -
satisfy the conditions specified in the clauses (¢}, (d) and (€) of sub-
section (3) of section 9A;

(ii) is for the reason that the fund is in the process of being wound up
and it does not exceed a period of one year beginning from the date
on which the process of winding has begun; or

(B) there is delay in furnishing the statement referred to in sub-section (3)
of section 9A and such delay does not exceed a period of ninety days.

(4) For the purposes of clause (&) of sub-section (3) of section 9A, a fund shall be said
to be controlling or managing a business carried out by any entity, if the fund
directly or indirectly holds such rights in, or in relation to, the entity, which I‘E‘.El.'llts
in the fund holding the share capital or a voting power or an mterest exceeding
twenty six per cent of the total share capital of, or as the case may be, toial voting
power or total interest in, the entity.

(5) Subject to the provisions of sub-rules (6), (7) and (8), for the purposes of
determining the arm’s length price in respect of any remuneration, paid by the
eligible investment fund to an eligible fund manager, referred to in g:tausc (r2) of
sub-section (3) of section 94, the provisions of the Act shall apply as if,—

(3) of section 94, where direct
persan, the fund shall undertake
ect participation, if any, of a person

72, Inserted by the IT (Thirty-second Amdt.) Rules, 2016, wed. 21-11-2016.
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blc investment fund and the cligib].
saction; and
ligible fund MANIUZET are assog;,

() the transaction between the elig
fund manager is an international tran

(i)) the eligible investment fund and the e

ated enterprises. . 1 doc

(6) The fund manager shall keep and aintaln information and documents o
required under section 92D and the rules made thercunn:!cr- e Fureis

{7) The fund manager shall, in addition to any report required to urnished by i

: i t of activit
. . e accountant i respec A ¥ un-
under section 92F, obtain a report from th oo - before the specified date

ish such repo ¢ P
:llfé’tFa(I:Il'eI:l] }f;::ll:. ;&ﬁ?ﬁyﬂmz E:lCh aCCOUI:Il'f]f!t mn the manngr lndlc?l]::d:;hcrein
and all the provisions of the Act shall apply as if it is a report 10 be furnished unde;

section 92E. = i
' urposes of thi sub-rule “specified date shall have the same
ﬁﬂ]a;:sna—:igzgetﬂ “dueeg;r.f:" l:.'!s the Exp!anarian 2 below sub-section (1) ol

section 139. i
tion 13 ot maintained the document or informa.

d manager has sither
Ef&:\f a];ezl:::;h i fununlt?er sfction 92D and the rules made thereunder or not pro-

:formation before the Assessing Officer or the Transfer
duced the documer, O e may be, then, the Assessing Ofticer or the Franser
Pricing Officer, as the case may be, shall, before determining 1 g:rm s length
price for the purposes of clause (m) of sub-section (3) of section 94, provide an
opportunity to the fund to produce the information and dc:cuments necessary for
the determination of the arm’s length price and the arm’s leflgﬂ'l price E:hall be
determined after considering the documents or information, if any, provided by
the fund. _ _

(9) If in any previous year, it is determined that the reqlunemunn PI—.!.ld or payable
by a fund to the fund manager is not in accordance _mth the provisions of clause
() of sub-section (3) of section 9A, then the benefits of section A shall not he
denied to the fund which otherwise satisfies all other conditions specified in sec-

tion 9A.

(10) Nothing contained in sub-rule (9) shall apply to a fund if the remuneration
paid or payable by the fund to the fund manager has been determined to be not at
arm’s length price,—

(@) for a period of three previous years in succession; or

(b) for any three cut of the preceding four previous years.

7a[(11) The provisions of sub-rule (5) to sub-rule (10} shall not apply on or after the
Ist day of April, 2019.

(12) The amount of remuneration to be paid by the fund to a fund manager, referred
to in clause {(m) of sub-section (3) of section 9A, shall be calcu lated in the following
manner, namely—

(i} Incase where the fund is Category-I foreign portfolio investor referredic
in iten fi), item (ii} or itern (iii), and sub-item {11 of item (iv) of clause fa)
of regulation 5 of the Securities and Exchange Board of India {Foreign
Portfolio Investors) Regulations, 2019, made under the Securities and

72a. Inserted by the IT (Tenth Amdt.) Rules, 2020, w.e.f. 27-5-2020.
72b. For text of regulation 5 of the SEBI (Foreign Portfolio Investors) Regulativns, 2019, s
Appendix.
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Exchange Board of India Act, 1992 (15 of 1992), the nount of renninera-

tion shall be 0.10 per cent of the asset under 1w Hapene !,
(i) In other cases, the amount of remuncration shall be,—
(@) 0.30 per cent of the asset under management; or
(b) 10 per cent of profits derived by the fund in excess of the specifie
X e 2 specificd
hurjfe rate from the fund management activity undertaken by the
! ;" 2 manager, where it is enfitled only to remuneration linked (o
the income or profits derived by the fund: or
(c}) 50 per cent of the management fes, whether in the nature of fixed
charge or linked to the income or profits derived by the funéil- ,{mm
the management activity undertaken by the fund manager, patd by
Sﬂﬂg fund in respect of the fund management activity undertaker
by the fund manager as reduced by the amount incurred towards
operational expenses including distribution expenses, if any:
Provided that the provisions of this sub-clause shall apply only in cuse the fund is
glso making payment of management fee 1o any other ﬁmd managey
Provided fuyther that in case where the amourt of rermuneration is lower thun the'
antount arvived at undeyr clause (i) or clause (ii), the fund may, at its option, apply to
the Member, Central Board of Direct Taxes referred to in sub-rule (2) of rule 10VA
secking appraya!of the Board under saidrule for that lower amount to be the amouni
of remuneration, and, on receipt of such application the Bourd may, after satisfying
itself considering the relevant facts, approve such lower amount to be the amount
of remuneration:
{Provided also that the provisions of sub-rules (3} to (12} of rule I0VA shall,
mutatis mutandis, apply te the application made under the second proviso as they
apply to application made under sub-rule (2) of the said rule:
Provided also that the provisions of sub-rule (3) of rule 10VA shall not apply to an
application made under the second proviso, if it is for the previous year beginning
on the 1st day of April, 2021, and made on or before the 1st day of February, 2021
Explanation.— For the purposes of this rule,—

{a) ‘asset under management® means the annual average of the monthly
average of the opening and closing balances of the value of such puart of
the fund which is managed by the fund manager;

(b} ‘“management fee” means the amount as mentioned in the certificate
obtained from an accountant, as defined in clause (1} of Explanation o
rule 11UB, for this purpose;

(c) “specified hurdle rate” means a pre-defined threshold beyond which the
fund agrees to pay a share of the profits earned by the fund from the fund
managerment activity undertaken by the fund manager.

(13) The fund manager shall, in addition to any report required to be furnished by
it under section 92E, obtain a report from the accountant in respect of activity
underiaken for the fund and furnish such report on or befare the specified dute in
the Form No. 3CEJA duly verified by such accountant in the manner indicated
therein and all the provisions of the Act shallapply as if it is a repart to be furnished
under section 92E.]

——

2c. Inserted by the IT (Second Amdt) Rules, 2021, weef. 9-3-2021.
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n[maf(14)] For the purposes of clause (a) of sub-section (4) of section 94, a fung
manager shall not be considered to be a connected person of the fund merely for
the reason that the fund manager is undertaking fund management activity of the

said fund. ¢ ion 9A
] ' 4) of section %A, ay
™[(15)] For the purposes of clause (d) of sub-section () any
. . by the fund, which is in the nature of fixed
remuneration paid to the fund manager, oy Firs derived by the fund from the

charge and not dependent on the income or pro . :
fund managementpactiﬁty undertaken by the fund manager shall Il:i)t__ be llE.ll'lc]uded
in the profits referred to in the said clause, if the conditions specified in clause (r)

of sub-section (3) of section 9A are satisfied and such fixed charge has been agreed

by the fjggunr‘:én?ager in writing at the beginning of the relevant fund management

activity.]

Approval of the fund.

10VA. (1) An investment fund may at its option seek approval of the Board
regarding its eligibility for the purposes of section 9A.

) ake an application in writing, enclosing
(2) The fund seeking approval may m 5?} Central Board of Direct Taxes,

: . to ™[the Mem .
relevant documents and evidence, to "[ 10 North Block, New Delhi having

Department of Revenue, Ministry of Finance, |
supervision and control over the work of Foreign Tax and Tax Research (FT&TR)

Division]).
(3) The application under sub-rule (2) shall be made three months before the
beginning of the previous year for which the fund seeks the approval

(4) A committee as notified by the Board, shall examine the application and spbmit
its recommendations regarding grant of approval or otherwise and the conditions,
if any, subject to which such an approval is to be granted.

(5) The committee™ referred to in sub-rule (4) shall be headed by a Principal Chief
Commissioner or Chief Commissioner, as the case may be, and consist of two
other Income-tax authorities not below the rank of Commissioner.

(6) The committee on behalf of the Board may, before giving its recommendation,
call for such documents or information from the investment fund as it may con-
sider necessary and may call for further details or information from the fund as
well as from the Income-tax authorities and ether Departments or agencies, as it
may deem fit.

(7) The Board, on the basis of the recommendations of the committee, shall, within
sixty days from the end of the month in which the application under sub-rule (2}
has been made,—

() by an order in writing, grant approval tc the fund subject to such
conditions as it may deem fit; or

(i§) for reasons to be recorded in writing, reject the application.

73. Inserted by the IT (Thirty-second Amdt.) Rules, 2016, woref. 15-3.2016.

73a. Sub-rules (1 1) and (12} renumbered as sub-rules (14) and (15), respectively, by the IT (Tenth
Amdt.) Rules, 2020, w.e.f. 27-5-2020.

74. Substituted for "Member (Income-tax), Central Board of Direct Taxes, Depaniment of
Revenue, Minisiry of Finance, North Block, New Delhi® by the IT (Fifth Amdt.) Rules, 2018
w.ef, 11-4-2018.

75. For notified Committee, see Taxmann's Masier Guide to Incomue-tax Rules,
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The approval once granted, subject ke _ ) ‘
gl}all be applicable for the previous }}: €t lo any condition specified in this behall,

a rred Lo
eyious years unless it is withdrawn gy"f{;‘ ;Di;r-:l in sub-rule {3) and subsequent

The benefit of section 9A shall not be - ot
ﬁl T s been granted approval, fo be denied to an eligible invesiment fund,

a : ) :
in force and has not been withdrawn, 1Y previous year for which the approval is

hﬂ _T_he Board may withdraw the approval granted 1o any fund, if it is satisfied

4) theapprovalhasbee i . :
(a) o nobtained on the basis of misrepresentation of [acts

(#) the conditions mentioned in section 9A are not fulfilled; or

(c) any c.cmdition subjeq_:t towhich approval was granted, has been violated
(11)No nrsi?r rejecting the a]_::p]icatjon or withdrawing the .
without giving an opportunity of heing heard. 8 e approval shallbe passed

(12) A copy of the order rejecting the app

. lication or withdrawing the approval
shall be communicated to the fund as well as the Assessing Officergand thepgril:;:i-
pal Commissioner or Commissioner having jurisdiction over the fund,

Statement to be furnished by the fund.

10VB. (1)The statement required to be furnished under sub-section (5) of section

| 9A shall be fumished for every financial year by the eligible iiwestment
fund in Form No. 3CEK duly verified in the manner indicated therein, to the
Assessing Officer who has the jurisdiction over the fund or would have had the
jurisdiCtgif had such fund been assessable to tax in India but for the provision of
section .

(2)The annual statement referred toin sub-rule (1) shall be furnished electronically
under digital signature.

(3) The Principal Director General of Income-tax (Systems) or the Director General
of Income-tax (Systems) shall specify the procedures, formats and standards for
ensuring secure capture and transmission of data and shall also be responsible for
evolving and implementing appropriate security, archival and retrieval policies in
relation to furnishing of annual statement in the manner specified in sub-rule (2).]
"“Determination of income from transactions with non-residents.

11. [Omitred by the IT ( an-ﬁmt Amdt} Rules, 2001, w.ef. 21-8-2001.]

E —Deductions to be made in computing total incoine

"[Medical authority for certifying autism, cerebral palsy and multiple disabilities
and certificate to he cbtained from the medical authority for the purposes of
deduction under section 80DD and section BOU.

1A, (1) For the purposes of clause (¢) of the Explanation to sub-section (4) of
section 80DD and clause (&) of the Explanation to sub-section (2) of section

e

76. Prior to its omission, rule 11 was amended by the IT (Amdt) Rules, 1967, read as under
"11. Defermination of income from fransactions with non-residents.—The profits amd pains
derived from any business carried on in the manner referred to in section 92 mav be

determined for the purposes of assessment 1O income-tax according to rule 107
] et d g 1A
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. the medical authority for certifying “autism”, 'Cfrebral palsy ot
g?s[:tbi]jties', “person with disability” and “severe disability” referred tuin clau;!f“'“
(), (A (D and (o) of section 2 of the National Trust for Welfare of Persong . (ay,

wit
Autism, Cerebral b

R. 11A

Palsy, Mental Retardation and Muliiple Disabilities Act, 19 59
of 1999y, shall consist of the following,— 4

() aNeurologist having a degree of Doctor of Me.:dicine (MD) in Neuyg
(in case of children, a Paediatric Neurologist having an Equiva]zi}l'

degree); or
(i) a Civil Surgeon or Chief Medical Officer in a Government hospita|.

of sub-section (4) of section 80DD and sub-section (2) of sectigy

2)For the purposes - i
(B[;’U, the azsessee shall furnish along with the return of income, a copy of the

certificate issued by the medical authority,—
in Form No. 10-IA, where the person with disabi;ity or severe disabil
@ is suffering from autism, cerebral palsy or multiple disability: or 'y

.~ ir the form prescribed vide notification No. 16-18/97-NL1, dated the

(ﬂ) Junc, 2001 '-';;,ubljshed in the Gazette of Iﬂdla, Part I, Sectiﬂn 1, datﬁd 515:
13th June, 2001 and Notification No. 16-1 8/97-NL1, dated the 18y,
February, 20027 published in the Gazette of India, Part I, Section 1, dateq
the 27th February, 2002 and notified under the Guidelines for evaluation
of various disabilities and procedure for certification, keeping in view
the 9Persons with Disabilities (Equal Opportunities, Protection of Righs
and Full Participation) Act, 1995 (1 of 1996), in any other case,

fContd from g 1.189)
77. Substituted by
rule 11A was substitut

under :
“11A. Certificate to be obtained from the medical authority for the purposes of deduction under

section S0DD and section 80U—{1) For the purposes of sub-section (4) of section 80DD and
sub-section (2) of section 80U, the assessee shall furnish along with the return of income, a
copy of the certificate issued by the medical authority in the form prescribed vide Notification
No. 16-18/97-NL1, dated 1st June, 2001, published in the Gazetie of India, Part I, section |,
dated 13th June, 2001 and Notification No. 16-18/97-Nl.1, dated 18th February, 2002
published in the Gazette of India, Part I, section 1, dated 27th February, 2002 and notified
under the Guidelines for evaluation of various disabilities and procedure for certification,
keeping in view the Persons with Disabilities (Equal Opportunities, Protection of Rights and
Full Participation) Act, 1995 (1 of 1996).

{2) Where the condition of disahility is temporary and requires reassessment after a specified
period, the certificate shall be vatid for the period starting from the assessment year relevant
to the previous year during which the certificate was issued and ending with the assessment
year relevant 1o the previous year during which the validity of the certificate expires.”

Earlier rule 11A was inserted by the IT (Third Amdzt.) Rules, 1992, w.ref. 1-4-1931. Original
rule 11A was inserted by the IT (Amdt.) Rules, 1967 and later on amended by the IT {Second
Amdt ) Rules, 1968/ 1976, IT (Seventh Amdt.} Rules, 1980, IT (Amdt.) Rules, 1982 and gmitted
by the IT (Ninth Amdt.) Rules, 1983, w.ef 1-4-1984,

78. For meaning of “autism”, “cerebral palsy”, “mulliple disabilities®, “person with disability” and
“severe disability”, see Appendix.

79. For prescribed form and Guidelines, see Taxmann's Master Guide lo Income-tax Rules.

80. Now repealed by the Rights of Persons with Disabilities Act, 2016 (see Appendix}. Fuf
Guidelines framed under new Act, see Taxmann's Master Guide to Income-tax Rules.

the IT (Eighteenth Amdt.} Rules, 2005, w.e.f. 29-6-2005. Prior to its substitution,
ed by the IT (Twentieth Amdt.) Rules, 2003, wr.e.l 1-4-2003, read as
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) Wh_C}'*f‘;h‘-‘ “F‘rc'ld{lll';““ of disability is temporary and requires reassessment after
g 5pcr:n‘1i. perio & e certificate shall be valid for the period starting From the
agsessment year retevant to the previous year during which the certificate was

. sued and ending with the assessment year relevant to the previous year during

::hich the validity of the certificate expires.]

sl[RequlremEﬂts for approval of an institution or fund under section 80G.

11AA. _(l)uiﬂzhappm‘-’fal lslnder clause (vi) of sub-section (5) of section 80G, the
_ ;gst Filmn 011; und (hereinafter referred to as ‘the applicant’) shall be

requir Dh e aI;P cation in Form No. 10G, which shall be verified by the person

who is authorised to verify the return of income under section 140, as applicable

(o the assessee.
(2) Form No. 10G shall be furnished electronically,—

() under digital signature, if the return of i i i -
furnished under digital signature; or of income is required to be

() E,Erough electronic verification code in a case not covered under clause
(3) The Principal Director Generai of Income-tax (Systems) or the Director General
of Income-tax (Systems), as the case may be, shall lay down the data structure,

81. Substituted by the IT (Sixth Amdt.) Rules, 2019, w.ef. 5-11-2019. Prior ta its substitutf
11AA, as inseried by the IT (Seventeenth Amcit.) Rules, 1992, w.ef, 21-0-1992 anlsl la:‘.‘er oz
amended by Ehe IT (Eleventh Amdt.) Rules, 2014, w.ef. 10-11-2014, read as under :
'IIAtA. {ieqmremems for approval of an instirution or fund under section 80G.—(1) The
application for approval of any institution or fund under clause (vi) of sub-section (5) of
section 80G shall be in Form No. 106G and shall be made in triplicate.
(2) The application shall be accompanied by the following documents, namely —
() Copy of registration granted under section 12A or copy of notification issued under
section 10{23) or 10(230);
{i) Notes on activities of institution or fund since its inception or during the last three
years, whichever is less ;
(it Copies of accounts of the institution or fund since its inception or during the last three
years, whichever is less.
(3) The Commissioner may call for such further documents or information from the
institution or fund or cause such inguiries to be made as he may deem necessary in order to
satisfy himself about the genuineness of the activities of such institution or fund.
{4) Where the Commissioner is satisfied that all the conditions laid down in clauses (i) 1o ()
of sub-section (5) of section 80G are fulfilled by the institution or fund, he shall record such
satisfaction in writing and grant approval to the institution or fund specifying the assessment

year or years for which the approval §s valid®.
{5) Where the Commissioner is satisfied that one or mare of the conditions laid down
clauses (7} to (¥} of sub-section (5) of section 80G are not fulfilled, he shall reject the application
for approval, after recording the reasons for stch rejection in writing :
Provided that no order of rejection of an applicatien shall be passed without giving the
institution or fund an opportunity of being heard,

er either granting the

6) The time limit witbin hich the Commissioner shall pass an ord
iy s ton shall not exceed six months from the end of the month

approval or rejecting the application

in which such application was made : by ]
Provided that in computing the period of six months, any time taken by the applicant in not
complying with the dl;ruecugns olf’ the Coramissioner under sub-rule (3) shall be excluded.”
“See also Circular No. 7/2010, dated 27-10-2010 (Period of validity of approval).
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standards and procedure of [urnishing and verification of F?rm No. 10G and g,
be responsible for formulating and implementing appropriate sceurity, 3—"(:;j al)
and relricval policies in relation tw the said form so furnished. V|
(4) The Principal Commissioner or Commissioner may call for such furgy,
doecuments orinformation from applicant or cause such inquiries tobemade ag -
may deern necessary in order to salisfy himself about the genuinenegg, of lhe
aclivities of the applicant. ¢
(5) Where the Principal Commissioner or Commissioner 15 satisfied thay 4)) the
canditions laid down in clauses (i) 10 (v) of sub-section (5) of {'—‘Ec“‘":lsoﬁ are fulfije,
by the applicant, he shall record such satisfaction in writing and grant APProyg)
under clause (v of sub-section (5) of section 80G.
(6) Where the Principal Commissioner or Comm issioner is ?ﬂtlﬂf]ﬂd that ONE Or mg,
of the conditions laid down in clauses (i) 1o (¥} Qf_SUb'EEc“D.n (3) of section BOG 5y,
not Fulfilled, he shall record the reasons in writing and _rc]ect the applicatiop for
approval after giving the applicant an opportunity of being heard.
(7) The order granting approval under clause (vi) of sub-section (3} of section gog
or rejecting the application shall be passeizl within the period of six months from tp
end of the month in which such application was received.]
si{Conditions for allowance for deduction under section 80GG.*
11B. The deduction to be allowed under section 80GG in respect of any expendityyo

incurred by an assessee towards payment of rent for any furnished or

unfurnished accommodation occupied by him for the purposes of his guy
residence shall be allowed subject to the condition that tbe assessee files the

declaration in Form No. 10BA.]

B2. Substituted by Lhe IT (Nineteenth Amdt.) Rules, 1998, w.e.l. 13-10-1998, Prior to its substitu-

tion, rule 11B, was inserted by the IT (Fourth Amdt) Rules, 1976, w.e.f. 2-4.1976 and amended
by the IT (Third Amdi} Rules, 1981, read as under :
"11B. Condition for allowance of deduction under section 80GG—The deduction tobe allowed
under section B0GG in respect of any expenditure incurred by an assessee towards payment
of rent far any furnished or unfurnished accommedation occupied by him for the purposes
of his own residence shall be allowed subject ta the condition that the accommodation is
situated in any one of the following places, namely -—

() Agra, Ahmedabad, Allahabad, Amritsar, Bangalore, Bhopal, Calcutta, Coimbatore,
Delhi, Faridabad, Gwalior (Lashkar), Hyderabad, Indore, Jabalpur, Jaipur, Kanpur,
Lucknow, Ludhiana City, Madurai, Nagpur, Patna, Poona, Srinagar, Surat, Vadodara
(Baroda) or Varanasi {Benaras) or the urban agglomeration of each of such places;or

(i} Bombay, Calicut, Cochin, Ghaziabad, Hubli-Dharwar, Madras, Sholapur, Trivandrum
or Vishakhapainam.
Explanation ; “Urban agglomeration®, in relation to a place referred (o in this rule, means the
area for the time being included in the urban agglomeration of such place for the purpost ol
grant of house rent allowance by the Central Government to its employees under the ordes
issued by it from time to time in this regard.’

83, Sce section 295(2)(ee).
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_llp,.c;crlbt‘d ficlds for the purposcs of deductlon In respect of remuncration
cecely od from forelgn employers or Indlan concerna under section 80RRA.

(€. por the purposcs ol clause (viy of 7 cplanation ©| 2] to section HORRA, the
I“..“-nlu‘d ticlds shall be -

() thepm olession ol actuarics,

(M banking;

(¢) nsurance; and

¢ journalism.]
permanent physical disabllitics for the purposes of deduction under section 80U.
11D. '-‘[ﬂmrm-u’ by the IT (Twentieth Avdi ) Rules, 2003, w.r.e.f 1-4-200 1)

f-i:n—l:u;i by the IT (Second Amdt.) Rules, 1988 :
44 Su E. ) Rules, 1988, w.c.f. 31-5-1988. Farlie le a5
mserted by the IT (Sixth Amdt.) Rules, 1976. No deduction under m.-c.l:ur‘:lﬁ!.]:':trf.{:::;;lflﬁ.;;;
:::21::}::;“?;;::1;5";‘;58;2005% onwards. Consequently, rule 11C has becume inuperative
In view of the use of the word *remuneration” instead of *salary” in sectiun S0RRA, fees
received by cunsultant or technician are also covered under that i:rrm-i:.ion - CBDT v. .»‘idr‘:-.-a
V" Burla| 1988_} 170ITR 137 (SC). Nature of service rendered abroad need not be as tc;‘hnltiin:
what is required is that person rendering service is a technician - Taru Jethmal Lelvam v
secretary, Ministry of Finance, Departiment of Revenue [1990] 185 ITR 418 (Bom. ). Cantract
between parties need not establish employer-emplovee relationship - Smit. Kunti Verman v,
CBDT[1996] 220 ITR 120 (Delhi). It is not necessary for a technician to be physically outside
India for purpose of claiming deduction for any service rendered by him outside India - AS.
\ari v. Union of India [2003] 131 Taxman 717/264 ITR 5 (Kar.). For details, see Taxmmann's
Master Guide to Income-tax Rules.
Figure “2° should be omitted as there is only one Explunation o section BORRA.
Prior to its omission, rule 11D, as inserted by the IT (Fourth Amdt.) Rules, 1985, wel
1-4-1985 and later on substituted by the IT (Third Amdt.) Rules, 1992, wr.ef 1-4-1990/
1-4-1992, read as under:
“11D. Permanent physical disabilities for the purposes of deduction under section S0 '—Far
the purpases of section 80U, —
(i) permanent physical disability shall be regarded as a permanent phvsical disabilitv if it
falls in any one of the categories specified below, namely :—
(a) permanent physical disability of more than 50 per cent in onc limb; or
(b) permanent physical disability of more than 60 per cent in two or more limbs; or
(¢) permanent deafness with hearing impairment of 71 decibels and above; or

() permanent and total loss of voice ;

(1i) mental retardation shall be regarded as a mental retardation il intelligence quotient is
less than 50 on a test with a mean of 100 and a standard deviation ol 15 such as the
Wechsler scale;

(iii) blindness shall be regarded as a permanent ph ysical disability, if it is incurable and falls
in anv one of the categories specificd below, namely i(—
All with corrections

L

[
e

Waorse eve

Beiter eye
3/60 to Nil

(a) 6/60-4/60
or

Field of vision
110 - 20

(Corded. om p. 1194}
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“[Specified diseases and allments for the purpose of deduction undey

S0DDB., Seetion

11DD. (1) For the purposes of section 80DDB, the following shall be the eligipy
diseases or ailments ; ¢
() Neurological Diseases where the disability level has been certifieg to be

of 40% and above,—

(a) Dementia;

() Dystonia Musculorum Deformans;
() Motor Neuron Diseasc;

(d) Ataxia;
{Conid, from p. 1.193)
All with correchions e
Better eve Warse eye o
(5 3/60to 1/60 F.C. at 1 foot to Nif
or
Field of vision
100
(6} F.C.at1 fool to Nii F.C. at 1 fool to Ni!
or ] or
Field of vision Field of vision
100 100

(&) Total absence of sight Total absence of sight*

87. Substituted by the IT (Twenty-fifth Amdt) Rules, 2003, w.r.e.f. 1-4-2003. Prior to iis substity.
tion, rule 11DD, as inserted by the IT {Third Amdt) Rules, 1997, w.ef. 11-3-1997, read a5

under:
*11DD. Specified diseases and atiments for the purpose of deduction under section 80DDB—

(1} For the purposes of section 80DDB, the specified diseases and ailments shail be as
under :—
(4 Neurclopical diseases
(g) Dementia
(5} Dystonia Musculorum Deformans
{¢) Motor Neuron Disease
(dy Ataxia
() Chorea
() Hemiballismus
(g} Aphasia

(%) Parkinscns Disease
Explanarion.—For the purposes of this rule the abovementioned diseases shall be
treated as chronic and protracted, if the disability has heen certified to be 40% and

above.
{{f) Cancer
(iiy) Full Blown Acquired Immuno-Deficiency Syndrome (A1IDS)
(iv) Chronic Renal failure
(v} Hemophilia

{vi) Thalassaermia. -
{2) For the purposes of section 80DDB, the prescribed anthority shall be any doctor registere

with the Indian Medical Association with post-gpraduate qualifications.
(3} The certificate shall be from the prescribed authority in Form No. 10-L*
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() Chorea;
() Hemiballismus;
(g) Aphasia;
(4) Parkinsons Disease;
(i) Malignant Cancers;
(i) Full Blown Acquired Immuno-Deficiency Syndrome (AIDS);
(#v) Chronic Renal failure;
(v) Hematological disorders:
{{) Hemophilia;
(i) Thalassaemia.

B8[(2) The pljescription in respect of the diseases or ailments specified i ]
(1) shall be issued by the following specialists:— pecified in sub-rule (

() for disea?es or ailments mentioned in clause () of sub-rule (1) - a
Neurculc_rgls_t having a Doctorate of Medicine (D.M.) degree in Neurology
?:; ;.-ny equivalent degree, which is recognised by the Medical Council of

ia;

(&) for diseases or ailments mentioned in clause (&) of sub-rule (1) - an
Oncologist having a Dactorate of Medicine (D.M.) degreein Oncology or
ang equivalent degree which is recognised by the Medical Council of
India;

88. Substituted by the IT (Fifteenth Amdt) Rules, 2015, w.e.f. 12-10-2015. Prior to their substitu-
tion, sub-rules (2) and (3) read as under :
=(2) The certificate in respect of the diseases or ailments specified in sub-rule (1) shall be issued
by the following specialists working in a Government hospital—

(4@ for diseases or ailments mentioned in clause (§) of sub-rule (1) - 2 Neurologist having
a Doctorate of Medicine (D.M.} degree in Neurology or any equivalent degree, which
is recognised by the Medical Council of India;

(b} for diseases or ailments mentioned in clause (i) of sub-rule (1) - an Oncologist having
a Doctorate of Medicine (D.M.) degree in Oncology or any equivalent degree which is
recognised by the Medical Council of India;

(c) fordiseases or ailments mentioned in clause (iv) of sub-rule (1} - a Nephrologist having

"7 a Doctorate of Medicine (D.M.) degree in Nephrology or & Urologist _I*mv.ing a Master
of Chirurgiae (M.Ch.) degree in Urology or any equivalent degree, which is recognised
by the Mexlical Council of India;

(d) for diseases or ailments mentioned in clause (v) of sub-rule (1) - a specialist having a
Doctorate of Medicine (D.M.) degree in Hematology or any equivalent degree, which
is recognised by the Medical Council of India :

Provided thai where in respect of any diseases or ailments specified in sub-rule (1), no
specialist has been specified or where the specialist specified is not pasted in the Government
hospital in which the patient is receiving the treatment, such c'er_tlhcate, }wth prior appmval
of the Head of that hospital, may be issued by any other specialist working full-time in that
hospital and having a post-graduate degree in General or Internal Medicine, which is
recognised by the Medical Council of India.

(3} The certificate from the prescribed autherity 1o be furnished along with the returmn ol
income shall be in Form No. 10-L°
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- H . Tl s | lal.ISﬂ l(fff) U‘f 5Ub'ﬂ.tle (1

{¢) [or discases or ailments menlioned in € -rule (1

specialist having a post-graduate degreein gsﬂl:ff 3:] Uf;;::é-muitl Medlcjm_;

or any cquivalent degree which is recognised &Y the ial Coungjy

India;
. . i i ;e (iv) of sub-ry)
for discases or allments mentioned n clause (iv) o ule (1)
@ Nephrologist having a Doctorate of Medicine (DM.) d;ﬁ;ie in Nephn:
logy or a Urologist having a Master f-’f (::hzrur grae f db ) degree i,
o Urclogy or any equivalent depree, which is recognised by the Medic,,
Council of India;
s mentioned in clause (v} of sub-rule (1) - 4

iseas ailment 1
«© igzcﬁf:v;rg a Doctorate of Medicine-(D.M-) degree in Hcmalﬂlug}
or any equivalent degree, which is recognised by the Medical Councij ¢

India:

vided that where in respect of any diseases Or ailments SPef:lerd in sub—n%lf; (,
t?: patient is receiving thfl: freatment in a Gf:wer_'nment husptlat]a], t‘l;;el Prescription
may be issued by any specialist working full-time in that hospi alan b avingapost.
graduate degree in General or I.nter_nal Meq:cme or any equivalent degree, whic},
is recognised by the Medical Council of India.
(3) The prescription referred toin sub-rule (2) sh:all contain the name and age Of}hc
patient, name of the disease or ailment along with the name, address, registration
number and the qualification of the specialist issuing the prescription:

Application for approval of agreement under section 80-0.
®(1E. [Omitted by the IT (Thirty-second Amdt) Rules, 1999, w.e.f. 19-11-1999]

Guidelines for specifying Industrially backward districts for the purpose of

!
deduction under *[sub-section (5) of section 80-1B].

11EA. %[(1)] In specifying a district for notification as an industrially backward
district “fof Category ‘A’ ] under *[sub-section (5) of section 80-IB], the

Central Government shall satisfy itself that—
(@) the district has a “Total Weighted Index Count” of 250 or less in the “Al
India Gradation List” appended in Appendix III of these rules; or
(5 the district is a “no industry” district as indicated in the “All India
Gradation List” mentioned in clause (a); or
89. Prior Lo its omission, rule 1 I, as inserted by the IT (Fenth Amdt,) Rules, 1988, w.e.f. 1-4-1982.

read as under :
*11E. Application for approval of agreement under section 86-O.—The application to the Chief

Commissioner or the Director General, as the case may be, under the first proviso ta section
80-0 for approval of any agreement shall be in Form No. 10F.”

90. Inserted by the IT (Ninth Amdt.) Rules, 1997, wref. 1-10-1994.

91. Substituted for “sub-clause (¢) of clause (iv) of sub-section (2} of section 80-1A" by the 38

(Seventeenth Amdt) Rules, 1999, wef. 1-4-2000.
92 Inserted by the IT (Eleventh Amdt.} Rules, 1997, waref. 1-10-1994. Sze Notification No. SP
440(E), dated 15.6-1999 (Notified Industrially Backward Districts). For details, see Taxmann 3

Master Guide to Income-tax Rules.
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() the district is an inaccessible hill area district as indicated in the Eighth
P;an_fl??:dlf?ﬂlg aréd has a “Total Weighted Index Count” of 500 ar less in
the a Lradation List” mentioned in clause {a); or

(d) the district has no raithead as on 1-4-1994 and has a "Total Weighted

d Co t" of : " .
iflla::e (a;..lﬂ L) 5{]’0 or less 1mn the .A.u Indla Gradatiﬂﬂ List' menﬁﬂﬂEd i-n

nsus Report of 1991 all the

areas comprised in the district as it existed in the Census Report of 1991 will qualify

for the purpose of these rules.]
w12} In spef:ifying a district fr._}r n_otiﬁcation as an industrially backward district of
category B under *{sub-section (5) of section 80-IB,1the Central Government ;:h;ﬂ
satisfy jtself that,—

(a) thedistrict has a “Total Weighted Index Count” of more than 250 but less
Ehan or _equal 10 5{]{} m the “All India Gradation List” as indicated i the
All India Gradation List” mentioned in clause {a} of sub-rule (1)

provided that no district shall be notified under this sub-rule if such district has
been notified under sub-rule (1).]

35| EE —Staterment under the simplified procedure for taxation of
retail traders, etc, under Chapter XII-C

Form of statement to be furnished under section 115K.
11EE. %[ Omitted by the IT (Thirty-second Amdt) Rules, 1999, w.e.f. 19-11-1999]

91 F.—National Commiittee for Promotion of Social ‘
and Econormic Welfare

General. .
I1F. Inthis sub-part *National Committee” means the National Committee defined

in section 35AC.

1 ' -10-1994.
93, Inserted by the IT (Eleventh Amdi.) Rules, 1997, w.r.ef, t i0- _ .
94, Substituted for “sub-clause (&) of clause (i) of sub-section (2) of section 80-IA" by the TT
(Seventeenth Amdt.) Rules, 1999, w.ef. 1-4-2000. ¢ 271092
95. Inserted by the IT (Fourteenth Amdt) Rules, 1992, w.e.l, 2-7-T55%
96. Priorto its omission, rule 11EE, as inserte::l by the IT (Fgurt;c'lli;im ?;l;tLRﬁugizé ;’;"ﬁ
2-7-1992 and later amended by the IT (Eighteenth Amdt.) \ 1964, o %0 IT

elfth y Rules, 1993, w.ef. 13-8-1993, IT (Sixth Amdt) Rules, 4 IT
g:rteen?:;l{lﬁj Rules, 1995, w.ef. 19-7-1995 and IT (Fifth Amdt.) Rules, 1996, welf. 21-11

1996, read as under : . bich i

) hed snder section 115K.—(1) The statement

;ﬂmfmgﬁmmme provisions of section 115K shall be in Form

shall erified in the manper indicated therein. |

g?’l:ﬂ::n ahailb;:: dupli:té and shall also serve as a challan for the payment of tax under
the provisions of sub-section (3) of section 115K.° | - Aer section 35AC
Inserted Amd 1992, weF. 2-1-1992. No flcducuun mn:

i shall be :ﬂrﬂmm::tpect u;ﬁ;l:mmmt year commencing on or after 1-4-2018.
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Composition of the National Committee.
11G. (1) The National Committee shall consist of four:eefn members APpointedy,,

the Central Government from amongst persons o Emmenc? 1n public g
(2) The term of office of a member shall be for three years commencing on the date

of notification. _ hall b ,

(3} One of the members of the National Commuittec € 2Ppointed 4
CE ) an by the CE]’]tI’EI] Go\remmenl. In the &Ve{‘t of Viilc-al':i(‘-’)’ of the.o'fflce of
Chairman for anv reason and until a new Chairman is appointed, no meeting of 11,

National Committee shall be held : .
Provided that if for anv meeting, the Chairman is absent, the "’.e‘:; edrzp,m"’_er}t for
the meeting may elect one amongst themselves to preside over the day’s sitting))

) : -committeesf
(4) The National Committee may appoint one or more.sgb {fm m time t-::I:D e 8
its members for looking into specific areas of activity 1o time. The

National Comnmittee may invite any expert to examine any matter of technic|
nature.
Headquarters and Secretariat.

11H. (1) The headquarters of the Nati
sittings shall take place at New

Government may decide.

(2) Secretariat to the Com
Ministrv of Finance, Government o
of India, in the Department of Revenue sh
Functions.
11.I. The functions of the National Committee shall be—
() to approve associations and institutions for the purpose of carrying owt
any eligible project or scheme; and
(i) torecommend to the Central Government projects and schemes of any
company including a public sector company, a local authority or an
approved association or institution, for being notified as eligible projects
or schemes for the purposes of section 35AC.

Guidelines for approval of associations and institutions.

11J. In according approval to any association or institution, the National
Committee shall satisfy itself that,—

(9 the association or institution is—
(a) constituted as a public charitable trust; or

onal Commitiee shall be at New Delhj. ji5
Delhi or such other place as the Centry]

mittee will be provided by the Department of Revenue,
f India and a Joint Secretary to the Government
all act as Secretary to the Committee,

98. Substituted by the IT (Fourth Amdt.) Rules, 1993, w.e.[. 5-3-1993, Prior to its substitution, sub-
rule (3), as inserted by the IT (First Amdt.) Rules, 1992, wef. 2-1-1992, read as under:
*(3) One of the members of the National Committee shall be appointed as Chairman by Lhe
Central Government. In the event of vacancy of the office of Chairman for any reason and
until a new Chairman is appointed, any other member may be elected by the National
Committee to fill the vacancy. If, for any meeting, the Chairman is absent, the mernmbers
present for the meeting may elect one amongst themselves to preside over the day's sitting *
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(M repiste cd under the N
under any law COrresp
(810

'IL'_tiv-; Repisteation Act, 1860 (21 ol IR60) or
mding o that Actin toree in any part of India;

() repistered undoer section 28™ o Ilu'l'ullllmlﬂt"‘ Act, 1956 (1 ol 1956),

(i personsmanaging the allairs of the associad Sinstituti
] i : ; N orins e et
ol proven integrity; i Istitution are persons

(i tlj;_.,n;\l.‘ll\'lltm,..-,ui l!h.u\:x.um'iulinuuu ISt ution are open to citizens of India
\\_uhuul any distinction of relipion, race, caste, sex, place of birth or any
of them .'.\._ml are not expressed to be Tor the benelit of any individual or
community; !

(1) the association or institution maint

} “i”ﬁ |'L'L!||I'.'I,| avoounts IJI its reced
and expenditure; and ceeipts

(v) the instrument under which the
does not or the rules or regul
tion do not contain

¢ association or institution is constituted
ations governing the association or institu-
‘ any provision for the transfer or application, at any
time, of the whole or any part of the income or assets of the association

or institution for any purpose other than a charitable purpose.
Guidelines for recommending projects or schemes.

11K. Inmaking recommendations to the Central Government with regard to any
project or scheme for being notified in the Official Gazette as an cligible
project or scheme, the National Committee shall satisly itsell that,—
(1) the project or scheme relates to the provisions of one or more of the
following :—

(@) construction and maintenance of drinking water projects in rural
areas and in urban slums including installation of pump-sets, dig-
ging of wells, tube-wells and laying of pipes for supply of drinking
waler;

(b) construction of dwelling units for the economically weaker sections;

(¢) construction of school buildings primarily for children belonging to
the economically weaker sections of the society;

(d) establishment and running of non-conventional and renewable
source of energy systems;

(¢) construction and maintenance of bridges, public highways and
other roads;

(f) any other programme for uplift of the rural poor or the urban slum
dwellers, as the National Committee may consider [it for support;

I[(g) promotion of sports;]
[(h) pollution control;]

99. Now section 8 of the Companies Act, 2013, see Appendix.
. Inserted by the IT (Seventh Amdt.) Rules, 1993, w.ef. 16-4-1993.
2. Inserted by the IT (Eighth Amdt.) Rules, 1994, w.ef. 12-8-1994.
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establishment and running of educational institutions in Tury ;
exclusively for women and children upto 12 vears of age; wray
establishment and running of hospitals and medical Rcibije |
rural areas, exclusively for women and children upto 12 yeary ¢ a;'
establishment and running of creches and schools for the ch.i.ld,.;
of workers employed in factories or at building sites;

encouraging the production of bacteria induced fertilisers;

any programme that promotes road safety, prevention of accideny
and traffic awareness;]

construction of hostel accommodation for women or handicap
individuals or individuals who are of the age of sixty-five yearg or
more;]

establishment and running of institutions for vocational educaiigy,
and training in rural areas or towns which consist of population ¢f
less than five lakhs;]

establishment and running of institutions imparting educationin the
field of engineering and medicine in rural areas or towns whic,
consist of population of less than 5 lakhs;]

plantation of softwood on degraded non-forest land;

any programme of conservation of natural resources or of affores.
tation;)]

relief and rehabilitation of handicapped individuals;)

(i) the benefit of the project or scheme shall flow to the public in general or
toindividuals belonging to the economically weaker sections of the society;

(iij) the applicant has the necessary expertise, personnel and other facilities
for efficient implementation of the project or scheme;

(i) the applicant shall maintain separate accounts in respect of the eligible
praoject or scheme,

Application for approval of an association or institution or for recommendation of
a project or scheme by the National Committee.

11L. (1) An application for approval of an association or institution or for

recommendation of a project or scheme by the National Committee for the
purposes of section 35AC may be made to the Secretary to the National Committee
for Promotion of Social and Economic Welfare, Department of Revenue, Govern-
ment of India, North Block, New Delhi - 110 001.

KN b

Inserted by the IT {Tenth Amdt.) Rules, 1998, welf. 30-7-1998.
Inserted by the IT (Seventh Amdt) Rules, 1999, w.ef. 14-5-1999.
Inserted by the IT {Second Amdt.) Rules, 2000, w.e.f. 6-4-2000.
Inserted by the IT (Fourth Amdt.) Rules, 2001, w.ef. 4-5-2001.
Inserted by the IT (Fifth Amdtc) Rules, 2002, w.el. 1-4-2002.
Inserted by the IT (Sixth Amdu) Rules, 2002, w.e.f. 7-5-2002.
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. . jon should be submitied i
s Ph'* albon =T . Hited in 2 sets, written o o . .

lf:mld e uccumpanwd wilth details about (he n:::: o r:l'blll' herin English or Hindi, and
bt LT ;'“-;.111“'!.‘.“1'1(‘ whoere nssesse . ¢ address and status o s
- It:-.ll:;nw shect und profit '.::::luih%d"mﬂ"“““‘d- permanenl uccuurflarr:pull.ltll:g:'.
hitee™ o vear Tor which thes oss account ur income and expendi '
he latuest YoM ese are available and 1wo prlt: i J_xpf-n tlure pecount

. -ation [or approv . o, cding years.
) Tllt: ﬂppg:ticulﬂl‘ﬁ u‘nldpbc a[::l ‘“f an association or institution should ¢ ;
jowing = vompanicd with relevant doc should contain the
(D Nuame and address ol the association ur instituti s =

stitution;

.1“[.

for b
|\
f;_'tl
(in How cunslitu‘led (whether as o trust, socic
docuﬁl,“f.“la- l:kl‘ trust deed, rules and 1::‘;:]:;-}511pponcd by relevant
association, etc., and registration certificate, jf :‘:;‘i. memorandum of
LN N;::;ﬁ“:g;dorqdqr?ssqs O'i the persons man aging the affa;
ﬂh thttﬂ*t? ea institution, including those who had, at :m:l irs of ihe
the years PreFEdf"g the datc of application, m: Ly time, dl:lnng
the association or institution; managed the affairs of (
?fg:_h&f;‘xmuzg 0;‘ the institution is notified by the Central Government
the Incom e-l tax Azt Sll;:%fl(igff( lf;)ﬁ'i;;‘ (v) of clause (23C) of section 10 of
. r 7 , or is appraved for the purpo
section 800G, the particulars of the approval granted; P sesof

Brief particulars of the activities of th iati i
. e association or instituti i
three years preceding the date of application : ton during

il:'roﬁdEd _t.hat when an association or institution has been in existence
for 2 pferlod of less_ than 3 vears, in that case, that association or
iastitution may furnish particulars of its activities for the period of its

existence;]
Such other information as the association or institution may lik
etoplace
before the National Committee. Y prac
(4) The application for recommendation of a project or scheme should contain the
following particulars and be accompanied with relevant documents,—
(9 Tide of praoject or scheme;

(i) Date of commencement;

(if) Duration and the likely date of completion;

(iv) Estimated cost of the project or scheme duly supported by a copy of the
resolution of the Managing Committee of the association, institution or
the local authority or, as the case may be. the Board of Directors of the

company;

( i)

(L)

(vi)

9. Substituted by the IT (Fourth Amgdt.) Rules, 1993, w.ef. 5.3-1993. Prior to its substitution,
clase (), as inserted by the IT (First Amdt) Rules, 1992, weef, 2-1-1992, read as under :
"(v) Brief particulars of the activities of the association or institution during three years
preceding the date of application;”
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{"') CalegDﬁLS
. 'S or classes of . . be it
Project or scheme: persons who are likely to be benetited from th,

(v)) Affirmation that no benefit from the project or scheme, other thay
Femuneration or honorarium for whole time or part-time work done o
for reimbursement of actual expenses related to the project will acerye
Fn the persons managing the affairs of the association or institution or g
mdividua]s not belonging to the economically weaker sections of the
society;

(vi)} Where the project or scheme is to be executed by a company, informa-
tion about whether the project or scheme is such which the company is
required to execute under any law for the time being in force or under
agreement with employees or atherwise;

(viii} Such other particulars as the applicant may like to place before the
National Committee.

Pracedure before the National Committee.
11M. (1) All applications under rule 11L should be circulated by the Secretary to
the National Committee to all the members of the Committee and will be
considered by the National Committee at its sitting held atleast seven days after the
date on which the application is circulated. In exceptional cases, the Chairman may
curtail the period of notice and may also direct consideration of the application by
circulation only.
(2) The National Committee may call for such other information from the applicant
as it deems necessary for taking a decision on the application and may also direct
its Secretary to make or cause to be made enquiries on any matter relating to the
application.
(3) The quorum for taking a decision on an application shall be at least five
members, including Chairman, If a meeting is adjourned without taking a decision
for lack of quorumn, the “[decision to adjowrn the meeting] may be taken by the
members present, even without the requisite quorum. "'[This decision would be
conveyed to the absentee members along with notice about the date, time and place
for re-holding the adjourned meeting.]

(4) Approval of an association or institution shall be for such period as the National
Committee may decide, generally not exceeding a period of three years at a time.
Subsequent approvals, if required, for a further period, can be granted only if the
National Committee is satisfied about the activities of the association or institution
during the preceding period of approval.

(5) The National Committee shall recommend ordinarily to the Central Government
a project or scheme for being notified as an eligible project or scheme for an iritial
period up to three financial years. If the project or scheme is likely to extend

10. Substituted for "decision at the adjourned meeting” by the IT (Second Amdt.) Rules, 1995,
welf. 17-2-1995.
11. Inserted, itnd
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peyond three financial years, the National Committee shall make further recom-
mendations fora period of three yearsat atime after being satisfied that the project
°r, as the case may be, Sﬂhemf& is being executed properly. For this purpose, the
Na,ﬂ.m']a] Committee may monitor the execution of project or scheme and call for

cuch information as it deems necessary.

urForm of report by an approved assoclation or institution under clause {if} of sub-
gection (4) of section 35AC.

{1MA. (1) The report to be furnis}-]ed by the approved association or institution
under clause (i) of sub-section (4) of section 35AC shall be in Form No. 58C.

(2) The report referred to in sub-rule (1) shall be furnished to the National
committee before the expiry of three months from the end of the financial vear.

(3) The Natiopal Committee, afifcr receipt of the report referred to in sub-rule (2)
may, at any lime, undertake to inspect or verify the information furnished by the
association or mstitution.

Form of report by pub].'lc seclior company or local a“thoﬂw or association or
institution, which is carrying out a notified eligible project or scheme, under clanse
(i4) of sub-section {5) of section 35AC,

11MAA. (1) ThP_, report (o bt-:_ fl:xmished by a public sector company or local
authority or an association or institution in respect of the eligible project

or scheme, under clause (ii) of sub-section (5) of section 35AC shall be in Form No.

58D.

(2) The report referred to in sub-rule (1) shall be furnished to the National

Committee before the expiry of three months from the end of the financial vear.

(3) The National Cornmittee, after receipt of the report referred to in sub-rule (2)

may, at any time, undertake to inspect or verify the information furnished by the

public sector company or local authority or association or institution.]

Other provisions.

1IN. (1) The members of the National Committee shall not be entitled to any
remuneration.

1[(2) The members and Chairman of the National Committee shall be entitled to—

() Sitting fee of Rs. 1{6000] per day for attending a meeting of the National
Committee or any Subordinate Committee set up by the Chairmanof the

_]E Inseried by the IT (Fifteenth Amde) Rules, 2005, w.e.f. 17-6-2005.
13. Substituted for the following by the I'T (Second Amdt) Rules, 1995, w.ef. 17-2-1995
“(2) The members may be paid sitting fee up to Rs. 250 for each meeting of the National

Committee attended by a member. In addition, they shall be entitled to reimbursement of
actual cost of travel by air, rail or road as well as aciual cost of boarding and local transport

subject to the limits provided by the Central Government in respect of such expenditure by
members of High Level Committee.”

14. Substituted for “3000° by the IT (T'wenty-third Amdt-.} Rules, 2017, w.ef. 5-16-2017. Earlicr,
“3000" was substituted for “250" by the IT (Twelfth Amdt.} Rules, 2009, w.ef, 2-9-2009,
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INCOMUECTAX RULES, 1962 1204

Nisticnus! Commitiee, However, sitling fec \-\"Ullll‘ll.;zlnl:':' Fﬂyal_':-le whey,
upplicntons ure considered by circulation orwic ember is gy Loy,

Relmbursoment of uctual expenditure i"":u':r;‘,' ﬁy W-il}éﬂf Iravel by, i
roadd or sy, For ntiending any mecting of the ‘} ona . ommitteg g, it
Subordinniec Commitiee. The cnlillc_mun!ﬂ? ‘n;_r -'ra‘:(.:l Woulg

restricted 16 the mmount charged by Indian Airltnes lorits u.unum},c]a%

for the snembers und Lo the amount charged .f-m lth:jtﬂxl-‘éi}l:l!vc Clags of
the Indian Alrfines for the Chairman. Mcmht&rfgazi:lml:f ! ulﬂ‘rnan may
travel by any class on tralm. Mf-’r:?bff"‘ﬁ und'l'{)l'lﬂd] e rﬂ“ l'-d alse b,
entitled (o the relmbursement of ! [mr_'-ta‘;" .l.l f stay and [ o oF Teack,
ing the venue of the meeting from their place of stay Or going byc)

10 the place of stay alter the mecting.

(i) "{*°]

.) Rules, 2009, w.e.f. 2-9-2009.

15. Inscried by the IT (Twellth Amdt
6. Omilied, ibid Prior Lo its omilss
(/i) Daily alluwance or out-

clause (#) read as under :

ion, uld be admissible in accordance with the

stalion members wo

{ollowing Table @ FABLE
L ) U €
Locali Stay in hotel Does o
CHty or y and/or other in ha::g?i,’,'“"
establishment  makes oy
rcwidiﬂg ar
ﬂm:'ding rangement
and/or lodging
at scheduled
tariff
(Rs.)} {Rs. )}
L ‘A’ Class Cities/Specially Expensive Localities
265 106

(D) Cities
(/) Ahmedabad U.A.
(& Bangalore UA.
(3) Calcutta U.A.
(4 Delhi UA.
(3) Greater Bombay UA.
(6) Hyderabad U.A.
(7} Kanpur U.A.
(& Madras LA,
{9 Pune UA.
(f) Localities
() Darjeeling District {except Siliguri
Sub-division)
(2} Darjeeling Town
Eg gEFA areas beyond Inner Line
aga Hills Tuensang
the Inner Line area beyend
(3 The following expensive/remote
localities of Himachal Pradesh :—
{. Lahaul and Spiti District;
2 Kinnaur District;
iCanicl o p 1 19
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contd from p £ 200

R.1IN

. (A} (8}

)

3. Bharmour sub-divigion and Pangi
Sub-division of Chamba District:
4 Pargana of Pandrah Bis; Cuter

Seraj and Malang Panchayat area
of Kulu District;

3 Chuhar Valley of Jo indern
Tehsil of Mandieyﬂistﬁctg; near
& Mangal Panchayat area of Sojan
Dristrict:

7. Dodra-kwar area of Rohr Tehsil;
Parganas of Chhebis, Naubis,
Barabis.l’ﬂndrahhisandmharahbis;
Sarahan and Gram Panchayats of
Munish, Darkal apd Kashapet of
Rampur Tehsil of Shimla District;
and

&8 Chhota Bhangal and Bara Bhangat
areas of Palampur Sub-division of
Kangra District;

(6} The following hill areas in Manipur
which do not fall on the National
Highway -—

1. Ukhrul

2 Churachandpur
3. Tamenglong

4. Jiribam

5. Mao Maram

6. Tengnampal

0. B-1' Class Cities/Expensive Localities
() Cities 225

(N Coimbatore U.A.

(2) Indore City U.A,

(3 Jaipur U.A.

{(# Lucknow UA.

(5) Madurai U.A.

{6) Nagpur UA.

{7) Patna U.A.

(8) Surat U.A.

(ily Expensive Localities

{f) The following areas of Himachal
Pradesh :—

1. Shimla; .
2. Janjehli Block of Chachyot Tehsil
of Mandi District; o

3. Chaupal Tehsil of Shimla D:strlf:t:
4. Trans-Giri Tract of Sirmaur Dis-
triet; .
5 Churah Tehsil, Salooni Tehsil,
Kunr Panchayat and Belaj Pargana
of Chamba Tehsil of Chamba Dis-
trict;

85

(Conticd on p, 4.3060)
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(V)

(v

(vd

(viD

(3) In granting a
National Commit -
in the acquisition ot erection of a cap

[NCOME-TAX RULES, 1962 200
wtation Chairman or Member may stay and claim reimb

The ?:t! ri:t:tu i?lr;ny State guest house or for single room in medium
?rg]c hote! like Lodi Hotel, Qutab Hut.el, Janpath Hotel, Ashoka
Niwas or State Government run tournst P{ot:els f_hc}stel§ or resid
i mmodation provided by registered societies like IndiaInt ernation

acco - India Habitat Centre. They would separately be entitleq f,
Cmbur of food allowance at the rate of Rs. 500 per day.] '

reimbursement _
i me entitl
Members and Chairman would have the same entitlement for yrgy,

. dertaken in pursy '
; d Jodging in respect of tours un  PUrsuance of
ggzrisfil::]gtﬁen byg:-_nhe Nalional Committee. However, sitting fee Wﬂulg
not be admissible while on tour. - .
e o bee would not be admissiblein case the National Committeea)
d:acisi%ns by circulation of the application alone. Actual postal charge,
and other expenses incurred by Members and Chairman for circulating

lication would be reimbursed.' .
t}im';lﬁlrsemeﬂl of any other expendnqre with the approval of Secre.
tai]y (Revenue) and the Financial Advisor, Department of Revenue,

Ministry of Finance.]

pproval to any project or scheme undertake:n by a company, the
tee shall satisfy itself that, where any expendlture is to be incurred
ital asset, the applicant-company has made

Uy,
range
Yair
Enﬁal

i ing 1 ' hip of such asset with
ts for divesting itself of the owners ’ thou
ng;giﬁigfn iﬁegﬁ or otherwise immediately on completion of the eligible

project, in the following manner —

(9

(i)

(if)

in the case of drinking waler projects, to individuals .belong-jng to the
economically weaker sections or to the local authority or the village
pancha}rat, as the case may be;

in the case of dwelling units, to individuals belonging to the economically
weaker sections, or to the local authority, village panchayat or an
authority constituted under any law for the purpose of satisfying the
need for housing accommeodation or for the purpose of development or
improvement of cities, towns and villages, as the National Committee
may decide;

in the case of school buildings, to an educational institution existing
solely for educational purposes and not for profit or to the State
Government, local authority or a village panchayat;

(Carrd fram p. £.20%

(4) (B) )

6. Manali-Ujhi area, Parvatiand Lagg
Valley and Banjar Block of Kulu
District;

{2} The whale of Jammu and Kashmir;

(3} Andaman and Nicobar Islands;

(# Theentire territory of the Laccadive,

Minicoy and Amindivi Islands

i Other cases 205 78"

17. Substituted by the IT (Twelfth Amdt.) Rules, 2009, w.e.f, 2-9.2005.
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(iv) in the case of non-conventional

1 th 2 _ or renewable energoy svsi
Sﬁ;ﬁcgzldmmgnginsgtﬁlalé lgccal aut.horily, village panclgl:;y:tssrnl]:ts; ll[?dﬂ:
onomically weaker sections, or such other

statutory body as the National Committee may decide;

(v) in the case of bridges, public highways or other roads to the Central or

the Staie Government, local au i
. , th
the National Committee may d i(.]dr:y or such other statutory body as

(v} inthecase of equipment purchased for the purpose of eligible proj
scheme, tothe Sla_te Government, local authority orsuch Eltherl::gj:ftt oy
body as the Natlona! Committee may decide having regard to t:hry
capacity of the authority concerned to gainfully utilise such Equipment:
Note : Where hefar_‘e.the CO[E]P}Eﬁﬂn of any eligible project/scheme, th .
undeptakes other eligible praject(s)/scheme(s) and transfers the equi mer t:so mpani:
subsequent project/scheme, the company will be required to ec?iveiinft:elftz? 'tge

ownership of the equi ] st
e, p quipment only after the completion of the last eligible project/

(vi) in any other case, to such authority as the National Committee may
decide. 3
(4) Immediately on completion of an eligible project/scheme, the compan shall
fumjs]‘! details of the_ execution thereof to the National Committee. Thg Ngtional
Committee sh_a_ll satisfy itself that the project/scheme has been completed in
accardance with the approval granted and that the company has divested itself of
the assets in the manner _prescribed by the National Committee. If the National
Commitiee is not so satisfied, it may, after giving an opportunity of being heard on
the proposed action, order withdrawal of the approval which shall then be deemed
never to have been granted.]
w[Certificate of payment or expenditure in respect of eligible projects or schemes
notified under sectionn 35AC.
11-0, (1) The certificate referred toin clause (a) of sub-section {2) of section 35AC
shall be in Form No. 58A.

{2) The certificate referred to In clause (&) of sub-section (2) of section 35AC shall

be in Form No. 58B.

(3)Every public sector company Or 2 loca! authority or an association or institution,
as the case may be, who issues a certificate referred to in sub-rule (1) or sub-rule
(2) shall in respect of the 31st March in each financial year, deliver or cause to be
delivered to the Secretary, National Commiifee, an annual report indicating the
progress of work relating to the project/scheme during the year as well as the
followinginformation (please specify the information in respect of each contributor

separately) :—
() Names of the contributors and their addresses. |
(i) Permanent Account Number*/GI.R. Number of the contributors.

(if) Amount(s) of contribution. ‘
() The project/scheme for which contribution was made.-
(v) Total amount of contribution received during the previous year

————
I8, Inserted by the IT (Second Amdt.) Rules, 1993, w.ef. 24-2-1993.
"Words “or Aaﬂhazr Nimb:n-' slmuld)bc added after "Permanent account Number”.
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{
‘Tutal cost ot the project approved by the National Comeniy 2y
of Commitiee’s approval). L“’“’ilhr,r.,
L4
< seclorcompany ora It‘u‘:al AUhOYiLy OF a0 asseciation or
v he, wha issucs a certilicate referred 1o in sub-rule ”Jr"mh‘"ln:
I staternent of donation received and the detai)y r){t:;r;u 'fuJJ'
2kl & . LM

{vi)

(M Every publi
as the vase ma

(21shall send anannual? . :
(e the National Commitiee and to cach contributor by 30th June, o) Proje
in which the amounls are received. ] T Wing

financial year
[ Guidelines for notificatl

under section 35AD.
11-0A. (1) Thueform and manner in respect of notification of an affordap,.
! project as a specified business under sub-clause (vif) of cI:.::ch:" h-‘:u-,ing
35AD of the Act shall be as follows:— ol ey,

all apply for notification of the project in Form p
to Member (IT), Central Board of Direct Taxes, Department of R o.3Cy
Ministrv of Finance, North Block, New Delhi; evenye

(&) if any defect is noticed in the application in Form No. 3CN or i
relevant document is not attached thereto, a deficiency letter ma:’;e

served on the applicant;
(¢) the applicant shall remove the deficiency within a period of fifteen day,

\ from the date of service of the deficiency letter or within such furth,

-! period which, on an application made in this behalf may be extendui-r
'3 (d) if the-applicant fails Lo remove the deficiency within the period s
allowed, the Board, if satisfied, may pass an order treating the applics.

/ tion as invalid;

(¢) the Board may, before granting approval, call for such documents or

information from the applicant as it may consider necessary and may

call for Further details or information from the applicant as well as from

ihe income-tax authorities and other Departments or agencies, as it may

deem fit; ‘

(f) the Board may issue the notification to be published in the Official

Gazette granting approval to the project or for reasons to be recordedin
writing, reject the application;

(g) the Board may witl:ldraw the approval if it is satisfied that the assessee
has ceased its activities relating to the specified business or its activities
are not genuine or are not being carried outin accordance withallorany
of the conditions under this rule;

(h) no ug‘der treating the application as invalid or rejecting the application
or THIIhdI‘_aWIIIg the approval or cancellation of the notification, shall be
passed without giving an opportunity of being heard to the assessee

() acopyof theorder invalidating orrej ecting the application or withdraw-
ing the approval shall be communicated to the applicant as well as the
2::‘-‘55“18 Officer and the Commissioner having jurisdiction 0ver the

essee.

on of affordable housing project as ¢
pecified b“"’hu

(@) the applicant sh

19. Inserted by the IT (First Amdt.) Rules, 2012, w.ef. 2-1-2012.
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BAP roject shall be vonsideved for natification if i Fulfils

.;m’l

(a)

(B)
()
(d)
(¢)
6

(8
(h)

()

all of 1he [ in
Jitions namely: — v following

the project shall have prior sanction of the
cred under the Scheme of Affordable
the Ministi'v of Housing and Urb
Tncia;

the date of commencement of operatj s of the project . -
e the st day of Apri 201 perations of the project shall be on o

the project shall be on a plot of land which has
acre;

at least thirty per cent of the total allocable rentable arca ol the
shall comprise of affordable housing units of EWS calegory:

al least sixty per cent of the total allocable rentable area of the project
shall comprise of affordable housing units of EWS and LIG categories;

at least ninety per cent of the total allocable rentable area of the project
shall comprise of affordable housing units of EWS, LIG an!:.’t ﬁ.]fIIG
calegones;

the remaining ten per cenl or less of the total allocable rentable area of
the project may comprise of other residential or commercial units;

the layout and specifications including design of the project to be
developed and built shall be approved by the State or Union territory
Government or its designated implementing agency;

the project shall be completed within a period of five years from the end
of the financial year in which the project is sanctioned by the competent
authority empowered under the Scheme of Affordable Housing in

Partnership framed by the Ministry of Housing and Urban Poverty
Alleviation, Government of India.

compelent authority empow-
Haousing in Partnership [ramed by
an Poverty Alleviation, Covernment ol

aminimum area of one

project

(3) The assessee shall maintain separate books of account for the project with
complete details of all capital expenditure incurred during the previous year on
which it intends to claim the said deduction under section 35AD and shall file the

relevant income-tax returns by the due date to the Income-tax Department to avail
the tax benefit under section 35AD.

(@}Aproject notified under sub-clause (vii) of clause (¢) of sub-section (8) of section
35AD shall continue to be governed by the provisions of this rule to the extent it
B not in contravention with the provisions of the Act, as amended from time to

time,
(5)1n this rule,—
(@) "affordable housing units” shall be of the following categories:—
Category . = . b ‘Rentable Area (in square nwires)
B PR -Specified cirtes Orher cities
_ Economically Weaker Section (EWS)| Up to 25 Up to 30
Lower Ii - Greater than 25 and | Greater than 30
el Income Group (1LIG) oo o 50 and up o 60
hﬁ - ter than 50 and | Greater than 60
dle Income Group (MIG) S;e :) 70 and up o 85
L-_‘———_
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(&) dﬂ[E Of_ commencement of operations” means the date on which y,
Ert;i]ecl is sanctioned by the competent authority empower ed under 1he
cheme of Affordable Housing in Partnership framed by the Minisyry (_:;

Housing and Urban Poveriy Alleviation, Government of India;

(¢) “housing unit® means an independent residential unit with separg,
uirements, distinctly sepa.

facilities for living, cooking and sanitary req
rated from other residential units within the building - {4 direcy)y
accessible from an outer door or through an interior door in a shareqd

hallway and not by walking through another household’s living space
and (i) excluding any shared dining areas;
(d) “project” means an affordable housing project;

(€) "rentable area” means the carpet area at any floor level, including 1he
carpet area of kitchen, pantry, store, lavatory, bathroom, Fifty per cen

of unglazed verandah and hundred per cent of glazed verandah, in
dian Standard - Method of

accordance with the provisions O the In
Measurement of Plinth, Carpet and rentahle Areas of Buildings, IS 3861 :
2002, formuiated and published by the Bureau of Indian Standards;

(/) “specified cities” shall mean the following—
() Greater Mumbai urban agglomeration;
(i) Delhi urban agglomeration;
(itj Kolkata urban agglomeration;
(iv) Chennai urban agglomeration;
(v) Hyderabad urban agglomeration;
(vi) Bangalore urban agglomeration;
(viiy Ahmedabad urban agglomeration;
(viif) District of Faridabad;
(ix) District of Gurgaon;
(x) District of Gautam Budh Nagar;
(xi) District of Ghaziabad;
(xii) District of Gandhinagar; and
(xii)) City of Secunderabad;

Explanation—For the purposes of this clause
the area comprising an urban agglomeration shall be the area included
in such urban agglomeration on the basis of the latest census;

(2) “total allocable rentable area” means the total rentable area of all the
proposed housing units or non-housing units but excluding the areas
earmarked for common facilities and services.]
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wguidellied for notilicntion of o nemiconducinr wufer fubricotlon manufaciuring
. e ﬂ“"""md buniness undoer section 35AD,
un

LoB. (D The notilicution of nseodeonductor wider I
| andt n uspecllicd bustness unde

st (8) o section 35AD ol the Act kh
Jure, nunely:—

ahrelcation manufaciardog
I sub-clivuse (xith of chivie (e) of sub-
<ol oll be in wecordince with the folbeawings

“ﬂ\.'l"
! () the applicant shall upply for notification of the unit in Form No. 3CS to
Member (Income-lax), Central Bomd of Direct Taxes, Department of
Revenue, Ministry ol Finance, Notth Block, New Delhi;
() the Board shall serve a defliciency lete
noticed in the application in Form No,
is not atlached thereto;

ron the applicant if any defect is
3CS or il any relevant document

(¢) the applicant shall remove the deficiency within a period of fiftcen days
frm:n the c!ate of service of the deficiency fetter or within such Further
period which, on an application made in this behall may be extended:

() if the applicani falls to remove the deficiency within the period so

allowed, the Board, if satisficd, may pass an order treating the applica-
tion as invalid;

(¢) the Board may, call for such documents or information from the
applicant as it may consider necessary and may call for fusther details
or information from the applicant as well as from the income-tax
authorities and other Departments or agencies, as it may deem fit;

(H the Board may, after considering the application and the documents or
the information referred to in clause (), either issue the notification to
be published in the Official Gazette granting approval to the unit or for
reasons to be recorded in writing reject the application.

(&) The Board may, withdraw the approval if it is satisfied that;—

() the assessee has ceased its activities relating to the specified busi-
nESS; Or

() such activities are not genuine or are not being carried out in
accordance with all or any of the conditions under section 35AD or
under this rule; or

(iif) the approval granted by the competent authority on the recommen-
dations of the Appraisal Committee under the Modified Special
Incentive Package Scheme of the Department of Electronics and
Information Technology has been withdrawn.

(%) no order treating the application as invalid or rejecting the application
or withdrawing the approval or cancellation of the notification, shall be
passed without giving an opportunity of being heard to the assessee:

2 Inserted by the IT (Fourteenth Amdv) Rules, 2014, wef, 12-12-2014.
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l-‘] i L LAE | N
e ongder by
wreder havaliady Ing or vejecting the applivaion ur withidpy,
[A11EH

LITHIN | [TORRTOw
R LY i v g .
PRl shall be comnumicned to the applicany o 1,
t‘

AN s
) ' h ‘ Itl i'o.t' " ¥ M » P ] L] .
. Fand the Commissioner Tnving jurisdiction OVET 1,

YA v shall Iy

condithons, i, vonsidered for notilicntion iU it Tulfits all of the fuﬂuwing

———

O the uni « . :
L) thy At shall be exclusively for the manulactare of semicondyey
water labedentions: o
M the unie shnll howe prdor npproval of the competent authority oq the
recumumendations of Appraisal Committee under the Modified Speciy
Iuca.‘ulljn* Mavkage Schenwe notified by the Department of Electrongg
utd Inforvation Technology, Ministry of Communications and Infop,
mtion Technulogy, Government ol India;
{e) the date of commencement of operations of the unit shall be on or afiep
the st doy of April 2014;
(&h the unit may have one or more manufacturing facilities and all the
facilities shall be located in India.
(3) The assessee shall maintain separate books of account for the unit with complete
details of all capital expenditure incurred during the previous year on which it

intends to claim the said deduction under section 35AD and shall file the relevant
income-tax returns by the due date to the Income-tax Department to avail the tax

benefit under section 35AD.

(4) A unit notified under sub-ctause (xiii) of clause () of sub-section (8) of section
35AD shali continue to be governed by the provisions of this rule to the extent it is
not in contravention with the provisions of the Act, as amended from time to time.

(5) In this rule and the Form,—

(a) "Competent authority” means the authority approving the unit underthe
Modified Special Incentive Package Scheme notified by the Govern-
ment of India, Ministry of Cemmunications and Information Technol-
ogv, Department of Electronics and Information Technology;

(5 *date of commencement of operations” means the date on which the
commercial production of the unit commences;

(¢) “semiconductor wafer fabrications” means integrated circuits which
are covered in the National Industrial Classification, 2008 under Division
26; Group 261; Class 2610; Sub-class 26103;

() “Unit” meansa manufacturing facility for semiconductor wafer fabrica-
tions.]
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An application under sub-section

i l} of se 4 . -
tion for the tonnage t ( clon 115VP [or exercis
Opil age tax scheme or undersub.gec tion (1) of sectiﬂcr:lblu;g\?g

-newing the option for the t
for reNEWIng onnage tax scheme, as th :
nade in Form No. 65 and shall be verified in the manner :rgf;egl ?I:e?-;i shall be
s[Computation of deemed tonnage, in.]

110. (1) For the purpose of the Explanation 1 sub-section (4 i
deemed tonnage in res on (4) of section 115VG,
g pect of an arrangement of purchase of slots and slot

harter shall be computed (illustrative § nent |
Eﬂrrﬂspﬂndmg Form No. 66) on the fol]o\vinl:g‘l?:gls‘i{:? tnNote 3 appearing after the

2.5 TEU = 1 Net Tonnage (1 NT)
where TEU is Twenty foot Equivalent Unit (Container of this size)

ion of deemed tonn ilk i iveni
@) Computation of de age { ustrative formula given in Note 4 appearin
after the corresponding Form No. 66) in respect of an arrangement of sharing u%
kreak-bulk vessel shall be made on the following basis :

() in case where cargo is restricted by volume :
19 cubic meter (cbm) = 1 net tonnage (1 NT); and
() in case where cargo is restricted by weight
14 metric tons = 1 net tonnage (1 NT)
Incidental activities for purposes of relevant shipping income.

11R. The i{lcidenta] activities (details given in Note 5 appearing after the corres-
ponding Form No. 66) referred to in sub-section (5) of section 115V-I shall be
the following, namely :—

() maritime consultancy charges;
(f) income from loading or unloading of cargo;
(ii) ship management fees or remuneration received for managed vessels;

(iv) maritime education or recruitment fees.
Computation of average of net tonnage for charter-in of tonnage.
118. The limit for charter-in of tonnage of the qualifying ships referred to in
L T ik
shali Miﬁmﬁmgﬁgi nu?nber of chartered-in ton days by the total
bumber of ton days opérated by the company.
Form of report of an accountant under clause (1f) of section 115VW.

UT, The report of audit of accountsof a qualified company which is required to
be furnished ﬁder?:lause (i) of section 115VW shall be in Form No. 66.]

e PR

21, Inserted b ' ules, 2004, w.e.f. 29-9-2004.
; y the IT (Bleventh Amdt) R ,

22 Tnserted by the IT (Bighth Amdt) Rules, 2005, w.ef. 1-4-2005.
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" H.—Determination of [air market value of the proper;,,
other than immovable property
Meaning of expressions used in determination of fatr market value,

11U, For the purposes of this rule and rule 11UA,—
M) (")

(&) “balance sheet”, in relation to any company, means,—
es of sub-rule (2} of rule 11UA, the balanc,

@ 2321?1:01;“% {including the notes annexed ﬂl_ﬁre.to and Fhﬁet o
part of the accounts) as drawn up on the valuation date wh?cr}ng
been audited by the auditor o the company appointeq unha‘
cection 224 of the Companies Act, 1956 (1 of 1956)* and Whered“’
balance sheet on the valuation date is not drawn up, the |y the
sheet (including the notes annexed thereto and Forming Pﬂrtoflce
accounts) drawn up as on a date immediately prec eding he
valuation date which has been approved and adopted in the aumt}..1e
general meeting of the shareholders of the company; ang el

#[(i) in any other case,—

(4) in relation to an Indian company, the balance sheet of sugh
company (including the notes annexed thereto and formiy par
of the accounts) as drawn up on the valuation date wh;c has
been audited by the auditor of the company appointed unde;
the laws relating to companies in force; and

in relation to a company, not being an Indian company,
@& balance sheet of the company (including the notes a!,ﬂef;;
thereto and forming part of the accounts) as drawn up on the
valuation date which has been audited by the auditor of th
company, if any, appointed under the laws in force of i

country in which the company is registered or incorporatedy)

23. Inserted by the IT (Second Amdt) Rules, 2010, w.ref. 1-10-2009.
24. Substituted by the IT (Fifteenth Amdt) Rules, 2012, w.ef. 29-11-2012. Prior to thejr substity.
tron, clauses (&) and (&) read as under:

(a) “accountant” shall have the same meaning as assigned in the Explanaiion to section
288 of the Act; .

{5) “balance sheet”, in relation to any company, means the balance sheet of such company
(including the notes annexed thereto and forming part of the accounts) as drawn up
on the valuation date; :

25. Omitted by the IT (Sixth Amdt.} Rules, 2018, w.ef, 24-5-2013. Prior to its omission, clause (4}
read as under:
{a) "accountant®,—

() for the purposes of sub-rule (2) of rule 11UA, means a fellow of the Institute of
Chartered Accountants of India within the meaning of the Chartered Accous-
tants Act, 1949 (38 of 1949) who is not appointed bry the company as an audior
under section 44AB of the Act or under section 224 of the Companies Act, 195
(I of 1956); and he

{(#) in any other case, shall have ths same meaning as assigned to it in
Explaration below sub-section (2) of sectlon 288 of the Act;’

26. Now sections 139 and 142 of the Companies Act, 2013,

27. Substituted by the IT (Ninth Amdt) Rules, 2018, w.ef, 1-4-2019 and shall apply in relation 10
mﬁhdmmt year 2019-20 and subsequent years. Prior to its substilution, sub-clause (&) read
as under :

‘() in any other case, the balance-sheet of such company (including the notes a0ne ved
thereto and forming part of the accounts) as drawn up on the valuation date bat

been audited by the auditor appointed - date vet, 1956
{1 of 1958)" d ppointed under section 224 of the Comp




Fant bank R. 11UA

A *merchani banker”®

2 SE:ur'ities' q.nd Exch?: a: sﬂi&?fuﬁ I merchant banker regisiered with
Ehe Securities and Exc o nd]a Eﬂtﬂbliﬂhﬂd under section 3 of

92 (15 of 1992);

(© :{fl'f glausgtéstgf :’-{eﬁf{{-‘nag’gﬁ‘et;fs thhaélgl ave |3h_f= same meaning as assigned to
1956 (42 of 1956); ecurities Contracts (Regulation) Act,

sregistered dealer” mean i :
6] Taxgla;i?t. 1956 o Genen Fé:lg:a]er whois registered under Central Sales

¢ ; T ; \cer ]
$tate including value added taxara ﬁw for the time being in force in any

“registered valuer” shall have the same meani i

1 aning a d it 1
section 34AB of the Wealth-tax Act, 1957 (27 of ]S%S'}’;. r?:zsc!lﬁh J,"':f:l1t B“A-l
of the Wealth-tax Rules, 1957 °

(k) “securities” shall have the same meaning as assigned to it in
fec‘tmn 2 of the Securities Contracts (Regulationﬂct, 1956 (:éa {:}s 1I= Sgg)?*f,
() "unquoted shares and securities”, in relation to shares or securities
means §hares a;nd securities which is not a quoted shares or securities;
#1(;) “valuationdate means the date on which the property or consideration
as the case may be, is received by the assessee.] ’
petermination of fair market value,

LIVA. ¥[()] For the p ses of section 56 of the Act, the fair market value of 2
property, other than immovable property, shall be deterrnined in the
following manner, namely,—
(@) valuation of jewellery,—

(f) the fair market value of jewellery shall be estimated to be the price
which such jewellery would fetch if s0ld in the open market on the
valuation date;

(¢) in case the jewellery is received by the way of purchase on the
valuation date, from a registered dealer, the invoice value of the
jewellery shall be the fair market value;

(i) incase the jewellery is received[_l?; any other mode and the value of
the jewellery exceeds rupees fifty thousand, then assessee may
obtain the report of registered valuer in respect of the price it would
fetch if sold in the open market on the valuation date;

{5 valuation of archaeological collections, drawings, paintings, sculptures

or any work of art,— Leall e .

2 the fair market value of archaeological collections, drawings, paint-

® ings, sculptures or any work of art (hereinafter referred as artistic

work) shall be estimated to be price which it would fetch if sold in
the open market on the valuation date;

ET—FOP text of section 2(f) and 2(#) of Securitics Contracts (Regulation) Act, 1956, see Appendix.
3, Substituted by the [Tm{pi&ee;(.ﬂ:]l Amdt.)Rules, 2012, w.ef. 20-11-2012. Prior to its substitution,
0 as wncer : i is received by the

" “valuation date” means the date on which the Tespective property Is r ¥

Y. Renumbered as sub-rule (1) by the IT (Fifteenth Amdt) Rules, 3012, w.e.f. 29-11-2012.
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(%) in case the artistic work is received by the way of purchase on
the invoice value of lh:

Va]}*ﬁticm date, from a registered dealer.
artistic work shall be the fair market value;
ed by any other mode and the valye

(fi)) in case the artistic work is receiv
of the artistic work exceeds rupees fifty ‘!‘O“Sa“d* then assegg,,
may obtain the report of registered valuer imn rESpect. of the Price j
would fetch if sold in the apen on the valuation date,

(¢) valuation of shares and securities,— ..
(@) the fair marketl value of quoted shares and secunities shall b,
g rnanner, namely,—

determined in the followin = ed b

() if the quoted shares and securities are recely Y way of
u‘ansat?ﬂon carried out throughany recognized stock exchange,
the fair market value of such shares and securies shall be the
transaction value as recarded in such stock exf:hange:

(i) if such quoted shares and securilies arc received by way of
transaction carried out other than through any recognized

stock exchange, the fair market value of such shares ang

securities shall be.— N
(a) thelowesl price of such shares and securities quoted onany
recognized stock exchange on the valuation date, and
(4) the lowest price of such shares an_r.i securities on any

recognized stock exchange on a date immediately preced-
ing the valuation date when such shares and securities were
traded on such

valuation date there is no trading in such shares and secu-
rities on any recognized stock exchange;

(&) the fair market value of unquoted equity shares shall be the value,
on the valuation date, of such unquoted equity shares as deter-
mined in the following manner, Name:y:—
the fair market value of ungquoted equity shares = (A+B+C+D
— L) X (PV)/(PE), where,

31. Substituted by the IT (Twentieth Amdt.) Ruies,
to assessment year 2018-19 and subsequent years. Prior 1o its substitution, sub-clause (d), as
substituted by the IT (Fifteenth Amdt) Rules, 2012, w.ef 29-11-2012, read as wader:

(%) the fair market value of unguoted equity shares chall be the value, on the valuation
date, of such unquoted equity shares as determined in the following manner, namely:—

A-L
the fair market value of unquoted equity shares = {(PE}'} * (PV),

market

2017, w.ef. 1-4-2018 and shall apply in relation

where,

A = book value of the assets in the balance-sheet as reduced by any amount of tax
paid as deduction or collection at source or as advance tax payment as reduced
by the amount of tax claimed as refund under the Income-tax Act and any

amount shown in the balance-sheet as asset including the unamortised amount
of deferred expenditure which does not represent the value of any asset!
L. = book value of liabilities shown in the balance-sheet, bur not including the

following amounts, namely—
(f} the paid-up capital in respect of equity shares;
(Comid orp 1217
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- A = book value of all the assets (other than jewellery, artistic

work, shares, securities and immovable i
) : : property) in the
balance sheet as reduced by,— property)

(9 anyamount of income-tax paid, if any, less the amount of
income-tax refund claimed, if any; and

(i) any amount shown as asset including the unamortised

amount of deferred expenditure which does not repre-
sent the value of any asset;

B = the price which the jewellery and artistic work would fetch if

sold in the open market on the basis of the valuation report
obtained from a registered valuer;

C = fair market value of shares and securities as determined in
the manner provided in this rule;

D = the value adopted or assessed or assessable by any authority
Pf the Government for the purpose of payment of stamp duty
in respect of the immovable property;

L = book value of liabilities shown in the balance sheet, but not
including the following amounts, namely:—

(9 the paid-up capital in respect of equity shares;
(i) the amount set apart for payment of dividends on pref-
erence shares and equity shares where such dividends

have not been declared before the daie of transfer at a
general body meeting of the company:;

(iff) reserves and surplus, by whatever name called, even if
the resulting figure is negative, other than those set apart
towards depreciation;

(iv) any amount representing provision for taxation, other
than amount of income-tax paid, if any, less the amount
of income-tax claimed as refund, if any, to the extent of

{Contd fram p. 1.216)

i) the amount set a for payment of dividends on preference shares and
“ equity shares whiarg such dividends have not been declared before the
date of transfer at a general body meeting of the company; |
(i) reservesand surplus, by whatever name called, even if ﬂ_ua !'esulting figure

is negative, other than those set apart towards depreciation;

(i) any amount representing provision for taxation, other than amount u_nf tax
paid as deduction or collection at source or as advance tax payment as
reduced by the amount of tax claimed as refund um_ier the Income-tax
Act, ta the extent of the excess over the tax pa:vab]e with reference to the
book profits in accordance with the law apphcable_tl':ere!;u; .

{(v) any amount representing provisions made for meéting liabilities, other
than ascertained Liabilities; .

(v)) any amount representing contingent labilities other than arrears of
dividends payable in respect of cumulative prefereme shares;

total amount of paid-up equity share capital as shown in the balance-sheet;

the paid-up value of such equity shares”

PE
PV
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the excess over the tax payable with l"cfcrence {

book profitsin accordance with the law aPPliCahI:_-lh :;r :.:11
cqenli rovisions made &
(v) any amount representing p ade for me[’ling

liabilities, other than ascertained liabilities;
»senti i t liabiliti
vl anyamouni representiing conlu_lgen iCs Othe
(vi) ari{'ﬂl‘s of dividends payable in respect of CUmu'[ ;:an
preference shares; Ve
PV = the paid-up value of such equity shares;
total amount of paid-up equity share capita] as showp .

PE = .
the balance sheet;] ;

ir market value of unquut:ed shares and securities othey.,

equity shares in a company which are not llste:d in any remgniz:g

stock exchange shall be estimated to be price 1t would fetch i solg

in the open market on the valuation date and the assegge, may

obtain areport froma merchant banker or an accountant jn r t

of such valuation. | s (Bofcl

32[(2y** Notwithstanding anything contain&glin sub-clause (&) of clause{c)of sub.ry
(1[)( t?he: f:ir market value of unquoted equity shares for the purposes of sub.c[amz
. clause (vitb) of sub-section (2) of section 54 shal|

) of clause (@) of Explanation to i
f::?: the value,( 011 the valuation date, of such unquoted equity sh_a}res as determineg
in the following manner under clause (a) or clause (5), at the option of the assessee,

(¢) thefa

namely— 4
(a) the fair market value of unguoted equity shares = (P_E) X (PV),

where,

A = book value of the assets in the balance sheet as reduced by any
amount of tax paid as deduction or collection at source or as
advance tax payment as reduced by the amount of tax claimed as
refund under the Income-tax Act and any amount shown in the
balance sheet as asset including the unamortised amount of
deferred expenditure which does not represent the value of any

asset;
L = book value of liabilities shown in the balance sheet, but not
including the following amounts, namely:—
() the paid-up capital in respect of equity shares;
(i) the amount set apart for payment of dividends on preference

shares and equity shares where such dividends have not been
declared before the date of transfer at a general body meeting

of the company;

32. Inserted by the IT (Fifieenth Amdt.) Rules, 2012, w.e.f. 29-11-2012.

33. Seealso Letter F.No. 173/14/2018 ITA-I, dated 6-2-2018 (Determination of fair market value
of unquoted equity shares of ‘Start up’ Companies); GSR 127(E), dated 19-2-2019 (Definitiun
of ‘Start ups’); 5.0. 1131(E), dated 5-3-2019 (Exemption from application of sectivn 56(2)(vihl
in case of Start Ups); Circular No. 22/2019, dated 30-8-2019; Circular No. 16/2019, daled
7-8-2019 and Letter F. No. 173/354/2019-ITA-1, dated 9-8-2019 {Assessment of ‘Start-ups).
For details, see Taxmann's Master Guide to Income-tax Rules.
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¥ whatcver nume o

¥ Other thase ph,

1.31
(4f) reserves and surplus,
resulting tigure iy nepal
deprecintion;

iHed, vven if the
et upart towards

(v} any ““"’“[“' rMesenting provision for
awnmount o X maid wleens

e m:“"‘ | l.ld as deduction o collection at source or g

as r:'l'und unﬁli}:ll;t Mt reduced by e amouns of tax claimed

2 erithe mcome.anx Act, 1, the extent of the exeens,

accordance with the Iny applicable therete:

(v} any amount representing Prouvisions made (ur meeting liabil-
ties, other than ascertained liabilitics;
’

(v} any amount re
arvears of divid
ence shares;

taxation, giher than

presentling contingent liabililics other than
ends payable in respect of cumulative prefer-

PE= total amount of paid-up equity share capital as shown in the
balance sheet:

PV= the paid-up value of such equity shares; or

{#) the fair market value of the unquoted equity shares determined by a
merchant banker *[***] as per the Discounted Free Cash Flow method.]

‘ngﬂ-minallon of Fair Market Value for share other than quoted share.

{1UAA. For the purposes of section S0CA, the fair market value of the share of a
company other than a quoted share, shall be determined in the maaner

rovided in sub-clause (&) or sub-clause (¢), as the case may be, of clause (¢) of sub-
rule (1) of rule 11UA and for this purpose the reference to valuation date in the rule
11U and rule 11UA shall mean the date on which the capital asset, being share of
acompany other than a quoted share, referred to in section 50C4, is transferred ]

»Determination of fair market value for inventory.

1IUAB. For the purposes of clause (via) of section 28 of the Act, the fair market
value of the inventory,—

() beinganimmovable property, beingland or building or both, shall be the
value adopted or assessed or assessable by any authority of the Central
Government or a State Government for the purpose of payment uti
stamp duty in respect of such immovable property on the date on whic
the inventory is converted into, or treated, as o capital asset;

i i t intings, sculp-

) being jewellery, archaeological collections, drawings, pain

@ ?E':sg Jai‘;iv::i of art, shares or securities referred to in rule 11UA, shall

5-2018.
" ixth Amdt.) Rules, 2018, wef. 245 '
5 enaon i Secountan o ITZ(: 17, w.ef. 1-42018 and shall apply in relatien

3. Inserted by the IT {Twentleth Amdt.) Rules,

to mm’}l;ﬂt;ﬂr{ sticsrilg and subsequent asses:ifmf!;t ;’;;Tvand ol spply In relation to
3. Inserted by the TT (Ninth Amdt.) Rules, 2018, w.ek. 1-4-

assessment year 2019-20 and subsequent yEars.
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be the value determined in the manner prﬂﬂde:] m %“b'glﬂe (1) of
11UA and for this purpose the reference to the valuationdate in th, .
11U and rule 11UA shall be the date on which the inventory is COnveryeq
into, or treated, as a capital assel; e dinel (Danddia
il i rthan those specified in clause (i clauga(;
e e roperty would orcinarily fetch on salé in the gy
market on the date on which the inventory 15 converted into, or treateq,
as a capital asset.]
Y[ Prescribed class of persons for the purpose of clause (X7) of the provise to clay,,
() of sub-section (2) of section 56. .
11UAC. The provisions of clause (x} of sub-section (2) of section 56 shall not apyy,
10—
) ble property, being land or building or bot!?, received by ,
“ f-!:;;ée”:f;fv:n wfauf:o?imd colony in the Naric_:r.:af I;‘apn_al Terrirop? o
Delhi, where the Central Govermment by notification in the Officigy
Gazeite, regularised the transactions of such 1mmovqbfe property baseq
on the latest Power of Attorney, Agreement to Sale, .WIH, possession letre
and other documents including documents evidencing paymem of
consideration for conferring or recognising right of ownership or trans.
fer or mortgage ir regard to such immiovabie property in favour of such
resident.

37. Substituted by the I'T (Fourteenth Amdt.) Rules, 2020, w.r.e.f. 1-4-2020 and shall be applicabls
for assessment year 2020-21and subsequent assessment years. Prior to its substitution, rule
11UAC, as inserted by the IT (Thirteenth Amdt) Rules, 2019, w.ef. 1-4-2020 and later on
amended by the IT (Sixth Amdt.) Rules, 2020, w.ef. 1-4-2020, read as under :

‘11UAC. Prescribed class of persons for the purpose of clause (X1) of the proviso fo clause (x}
of sub-section (2} of section 56.—The provisions of clause (x) of sub-section (2) of section 56
shall not apply to any immovable property, being land or building or both, received by a
resident of an unauthorised colony in the National Capital Territory of Delhi, where the
Central Government by notification in the Official Gazette, regularised the transactions of
such immovable property based on the latest Power of Attorney, Agreement to Sale, Will,
possession letter and other docurnents including documents evidencing payment of consid-
eration for conferring or recognising right of ownership or transfer or mortgage in regard to
such immovable property in favour of such resident.

Explanation.—For the purposes of this rule—

(@) “resident” means a person having physical possession of is of
i€ property on the basis of a
regisiered sale deed or latest set of Power of Attorney, Agreement to Sale, Will
Nﬁﬁﬂon.lamr and other documents including documents evidencing payment of
consideration in respect of a property in unauthorised colonies and includes their legal

* heirs g:; does not include tenant, licensee or permissive user;

“unauthorised colony” shall have the same meanin ign it i

A ; _ g as assigned to it in clause {H of
;ect_-gn 2 of the National Capital Territory of Delhi (Recognition of Property Rights of

esidents in Unauthorised Colonies) Act, 2019 {45 of 2019)’ ‘
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E.‘plmmliun.—Fur the purpes,

\ S of thiy Sub-rudo
resiclent” means q PCrsent oy

) T . aving Physical (ATITY
on the basis of g » CREStered sqfp deed op ‘;:: -“;I'“m”  raperty
Attorney, Agreemeny g Sale, wiy o

; et of Powey of
v. Agre : YOSSCSAiun et

a‘ucmf!t nrs ineluding docnen;s CVIdencing pavise ol e t*fhf'
ation inrespectof a propeys ¢ oo ment of consigfer.

their lepal heirs by does

1ot ineluge
Heern

lenant, licengee of permissive

) “unauthorised c*a.’onjf "shuall have 140 S @ssiv

i itin c.'fau._il:’ (b) of section 2 of the Nattonal Capital Teﬁirr’rm;g}ngi::
(Recognitton of Property Righys of Residenis ip Unauthorised
Colonies) Act, 2019 (45 of 207 9)37a.

) any movable property, bein
4 subsidiary and the subsidig
holder, where—

(i) the Tribunal, onan application moved by the Central Government
under section 241 of the Com

pariies Act, 2013, has suspended the
Board of Directors of such company and has appoinied new direc-

[ Governmant undersection 242 of the
said Act; and

same megnin

B Unquoted shares, of a company and its
¥y of such subsidiary received by a share-

fii) share of company and its subsidiary and the subsidiary of such
subsidiary has been received pursuant to q resolution plan ap-
proved by the Tribunal under section 242 of the Companies Act,
2013 after affording a reasonabie opporturity of E::ei:twg hieard to the
jurisdictional Principal Commiissioner or Cormnmissioner.

Explanation.—For the purposes of this sub-rule—

 shall be a subsidiary of another company, if 5w:"h other

@ z::zrtp;p:}tziafds more than half in nominal value of the equity share
capital of the company; B

(b) “Tribunal” shall have the meaning assigned 1o if in clause (90} of
section 2 of the Companies Act, 2013 (18 of 2013);

mova ] tructed bank,
, being equity shares, of the recons
& fved bz!tekf;;{we;?’arar the investor bank, as the Cﬂsia ma;cy 1.‘::;{ m:f;:z
the sa hare has been allotted by the reconstructed ban mder the
e smd:t a ?:ricfspecifwd' in sub-paragraph {3} of paragraph
scheme at
Scheme.

Explanation.— For the purposes of this sub-rufﬁr—' gmed o it in sub-
fa} “investor” shall have the same mea?;m? rfea; e
clause:(b) of clause (1) of paragraph 2 0

& For defiitions of "arianthorised colony™; sea Appendix.
For text of N ication, see Appendix.
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{b) Trivestoy herk®
Stbclanse ()

132,
shatl fruve the SAme mneaning qs
(v} "f'm-un.s'.'rm-;ea: ;f""‘lf:-'-l’ (L) of paragraph 2 of the Scheme. <t
in sth-olaiiee (d;a;} c!-:':tﬂ_{”mve the same meaning gs “5*""!{?12;{ ,

e (1) of paragraph 2 of 1ha Scheme. i6;

d 5 " 1 1", 1 . . .
-"h[pm,mbe :l )l Schenie . wis Yes Bank Limited Recanstriction Schem

Ciaos one for the purpose of secilon 5QCA.
Provisiony

11U ] .
AD, T4,  af section 5004 of the Act shall not apply to trangf, o
n

Movable property, being sir
| v, uoted shares, '
ahd the subsidiary iliary seet whorer? <4

T Ly .
of stch subsidiary by an assessee, where,— -"“bsm‘u,},
) the T ribunal onan application mioved by the Central Governmen, y

Svction 241 of the Companies Act, 2013, has suspended the Bou Hidey
Directors of such company and has appointed new directors rd of

nomi
by the Central Government under section 242 of the said Acy; g red

it} share of such cormpany and its subsidiary and the subsidiapy of such,
subsidiary has been transferred pursuant io a resolution play 4 Ppravz d
by the Tribunal under section 242 of the Companies Acy, 2013 after

af{ordfng a reasonable opportunity of being heard to the Jurisdictiong
Principal Commissioner or Comimissioner.

Explanation.— For the purposes of this sub-rule,—
N (a}) a company shall be a subsidiary of another company,

cotnpany holds more than half in nominal value of th
capital of the company;

usy fgncd

of pera ©2020)

if such other
€ equity share

) "Tribunal” shall have the same mean ing assigned 1o it in clause (90) of
section 2 of the Companies Ac, 2013]

M[L—Determination of value of assets and apporitonment
of income in certain cases.

Falr market value of assets in certain cases.

11UB. (1) The fair market value of asset, tangible or intangible, as on the specified

date, held directly or indirectly by a company or an entity registered or
incorporated outside India (hereafter referred to as "foreign company or entity"”),
for the purposes of clause (i} of sub-section (1) of section 9, shall be computed in
accordance with the provisions of this rule.

(2) Where the asset is a share of an Indian company listed on a recognised stock
exchange on the specified date, the fair market value of the share shall be the
observable price of such share on the stock exchange;

37b. Inserted by the IT (Fifteenth Amdt.) Rules, 2020, w.r.e.f. 1-4-2020 and shall be applicable for
assessment year 2020-21and subsequent assessment years. o
' i ~6- larifications un
the IT (Nineteenth Amdt.) Rules, 2015, w.e.f. 28-6-2016. For ¢ : n
® Ilnn;frr;z‘ti ll?zansfer pE'ovisions. see Circular No. 28/2017, dated 7-11-2017. For details, sce
Taxmann's Master Guide to Income-tax Rules.



d that where the share ig held as R. 11y

indirectly, any right of ‘
dil‘ect:{:; or the fair market value u?:gg-:ﬁemenl or contizri;eg?lad‘_'ng which ‘:anﬁ‘.l‘s,
CD{I}EHOWing formula, namely . areshall be determi, edui:'in;::(;:,tz aforesaid
the Fair market value = (A‘FB) /C ance with

Part of the

A= the market capitalisation of 11

of its shares quntﬂd on the recugnisce(::ln;]t:lng :n t]-'llle asis
xChange:

of observable pri
| price
B = the book value of liabilities of the Company as on th

I the specified date-

ares;

in accordance with any internationally accepted .
stion of shares on arm's length basis as incrensed b o 1rpasodelogy for valu-

i such determination. ty, if any, considered

(4) Where the asset is an interest in a partnership firm or an -
jts fair market value shall be determined in the following mmnﬁiﬂglﬁomr

() the value on the specified date of such firm or association of persons

. - < *

shall be (!.Ete:lmm_ed by a merchant banker or an accountant ul: accor-

dance with any internationally accepted valuation methodology as
increased by the liability, if any, considered in such determination;

(i) the portion of the value computed in clause (3) as is equal to the amount
of its capital shall be allocated among its partners or members in the
proportion in which capital has been contributed by them and the
residue of the value shall be allocated among the partners or members
in accordance with the agreement of partnership firm or association of
persons for distrihution of assets in the event of dissolution of the firm
or association, or, in the absence of any such agreement, in the propor-
tion in which the partners or members are entitled to share profits and
the sum total of the amount so allocated to a partner or membershall be
treated as the fair market value of theinterest of that partner or member

in the firm or the association of persons, as the case may be.
(3) The fair market value of the asset other than those referred to in sub-mle::: gZ),
(3)and (4) shall be the price it would fetch if sold in the open market on the specified
‘ate as determined by a merchant banker or an accountant as increased by the
lity, if any, considered in such determination. o
(6) The fair market value of all the assets of a foreign company or an entily shall be
#emmined in the following manner, namely—
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(N where the o
¢ transfer of share of, or interest in, the forzign cop
a

CIUIY is befweon ) ‘
maorkeg vah: r;; gﬂili;‘c.pt:{'aions who are not connected perg ons, thn‘y o
U8 on 1he specified Lﬂbar..l; owned by the foreign cOmpany or the € [ajy
determi dp cifiec date, for the purpose of such transfe, shtntuy
Incd I accordance with the following formula, “amci}r. all f,

S ——

Fuir market value of all asscts = A+B

Where:

AI; = Mm:kel capitalisation of the foreign company or entity compyy

the basis of the full value of consideration for transfer of the g}, “don
Interesi; e or
B = book value of the liabilities of the company or the entity ag on
specified date as certified by a merchant banker or an accnumant.the

() in any other case, if, —

(@) the share of the foreign company or entity is listed on a g,
exchange on the specified date, the fair market value of g tﬁk
assets owned by the forcign company or the entity shap bz
determined in accordance with the following formuia, namely:._.

Fair market value of all the assets = A+B

Where:

A = Market capitalisation of the foreign company or entity com-
puted on the basis of the observable price of the share on the stack
exchange where the share of the foreign company or the entity is
listed;

B = baok value of the liabilities of the company or the entity as on
the specified date:

Provided that where, as on the specified date, the share is listed on
more than one stock exchange, the observable price in the afore-
said formula shall be in respect of the stock exchange which
records the highest volume of trading in the share during the
period considered for determining the price;

(5 the share in the foreign company or entity is not listed on a stock
exchange on the specified date, the value of all the assets owned by
the foreign company or the entity shall be determined in accor-
dance with the following formula, namely :—

Fair market value of all the assets = A+B

Where:
A = fair market value of the foreign company or the entity as on

the specified date as determined by a merchant banker or an
accountant as per the internationally accepted valuation metho-

dology;
B = value of labilities of the company or the entity if any,

considered for the determination of fair market value in A.
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1.22% R. 1IUB

cre fair market value has been determined on th i interi

'@ :: o sheet refEr?ec} ti i;lﬁt}tlje first Proviso to clause (ix) u? tzzsgngaﬁfis:tfﬂ

(e Fair 'Fjiiiia}’i taternent io appropriately modified after finalisation of the
e ance wit ]

“;E: s of this rule and rules 11UC and 114DB ti;;eajl?‘pphmmﬂ povys and all the

rel
ov Y .
o determining the fair market value of any asset loc

{l}_];’ ndian company or interes_t ina partnership firm o

O assets and business operations of the said comp
- ciation of persons shall be taken into account irrespecti

3:hgﬁsiness operations are located in India or outsider - _ oo theassets

% e rate o{-‘lexcha}nge for the calcwlation in foreign currency, of th

g,)sets Jocated in India and expressed in rupees shall be the 'telggraphiz ‘t?i‘;:fglf'

puying rate of such currency as on the specified date,

Explanation.—For the purposes of this rule and rule 11UC,—

() "accountant”meansanaccountantreferred toin the Explanationtosub-
section (2) of section 288 and for the purposes of sub.rule (6) includes
any valuer recognised for undertaking similar valuation by the Govern-
ment of f:he country where the foreign company or the entity is regis-
tered or incorporated or any of its agencies, who fulfils the followin g
conditions, namely :—

(2) if he is a member or partner in any entity engaged in rendering
accountancy or valuation services then,—
(9 the entity or its affiliates has presence in more than two coun-
tries; and
(i) theannualreceipt of the entity in the year preceding the year in
which valuation is underiaken exceeds ten crore rupees;
{5} if he is pursuing the profession of accountancy individually oris a
valuer then,—
() his annual receipt in the year preceding the year in which
valuation is undertaken, from the exercise of profession,
exceeds one crore rupees; and

(i) he has professional experience of not less than ten years.

(#) “connected person” shall have the meaning as assigned to it in clause (9
of section 102;

(if) *right of management or control” shall include the right to appoint
majority of the directors or to control the management or policy decision
exercisable by a person or persons acting individua]]}: or in concert,
directly or indirectly, including by virtue of shareholding or manage-
ment rights or shareholders agreements or voling agreements or i any
other manner; .

(V) “telegraphic transfer buying rate" shall have the meaning as assigned to
it in the Explanation to rule 26;

(+) “observable price” in respect of a share quoted on a stock exchange shall

be the higher of the following :—

apply accordingly.

ated in India, being a share
T association of persons, all
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(@) the average of the weekly high and Im:v ol Ihdt. u!tmin;_; I i“"' ol
shares quoted an the suid siock ::xchd_llut- uring the ujx LUTTN

period preceding the spevified date; ' '

(5 the averape of the weekly high and low ol ‘13"" E'”’“’E! Price of g,
shares quoted on the said wiock exchange during the 1w week,
preceding the specificd date; _—

(vi) "book value of the liahilitics* means the value thlh.ﬂ" Hlitics HSI;-:IUWn itk

balance-sheet of the company or l'h‘v"ﬂ"l“_‘f’ i t c "'-”:‘" ’Ed}' i sexcludip v

the paid-up capital in respeet of cquity shares or ani‘l Crs'interest g

the gencral reserves and surplus and security premium related (g gy,
paid-up capital.

(vi) "specified date” shall have the

Explanation 610 clause (3 of su

(viii) the terms “merchant banker” and )

have the meaning as assigned to the

(ix) “balance sheet”,—

(@) inrelationto anIndian company, means the balanc[?-she_et of such
company {including the notes annexed thereto and forming part of
the accounts) as drawn up on the specified date which has been
audited by the auditor of the company appointed under the Jaws
relating to companies in force; and

() inany other case, means the balance-sheet of the company or the
entity (including the notes annexed thereto and forming part of the
accounts) as drawn up on the specified date and submitted to the
relevant authority outside India under the laws in force of the
countryin which the foreign company or the entity is registered or
incorporated:

Provided that where the balance-sheet as on the specified date is not
drawn up, pending finalisation of accounts, as mentioned in clauses (2)
and (), the balance sheet shall mean an interim balance-sheet drawn up
as on the specified date and appraved by the board of directors of the
company or an equivalent body in case of any other entity:

Provided further that where the specified date is the date referred toin
sub-clause (i) of clause (d) of Explanation 6 to clause (3) of sub-section
(1) of section 9, the balance sheet means the balance sheet as drawn up
on the specified date and certified by an accountant.

Determination of income attributable to assets in India.

11UC. (1) The income from transfer outside India of a share of, or interest in, a
_company or an entity referred to in clause (i) of sub-section (1) of section
9, attributable to assets located in India, shall be determined in accardance with the
following formula, namely:—
A x B
C

meaning as assigned to it in clause (g of
h-section (1) of section 9;

“recognised stock exchange” gha)
m in rule 11U;
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Wwherce:

A = Income rom the transfer of the share
the entity computed in accordance with th
share or imerest is located in India;

B = Fair Market Value of assets located in India as on the specified date, from

which the share or interest referred to in A derives its v iallv
computed in accordance with rule 11UB; alue substantiallv,

C = Fair Market Value of all the assets of the com or th i
specified date, compulted in accordance with rultf?? {}B: € entity as on the

provided that if t}'}e transteror of the share of, or interest in, the company or th
entity fails to prc\_.rlde the information required for the application of thp::faresai;
formula then the income from the transfer of such share or interest attributable to

assets located in India shall be determined in such :
gl;ﬁcer may deem suitable. manner as the Assessing

(2) The transferor of the share of, orinterest in, a company or an entity that derives
its value substantially from assets located in India, shall obtain and furnish along
with the return of income a report in Form No. 3CT duly signed and verified by an
accountant providing the basis of the apportionment in accordance with the
formula and certifying that the income attributable to assets located in India has
been correctly computed.]

of, ur interest in, the COMmpany ur
¢ pruvisions of the Act, as if, such

PART IIY
ASSESSMENT PROCEDURE

¥[Return of income and return of fringe benefits’.

12. (1) The return of income required 10 be furnished under sub-section (1) or sub-
section (3) or sub-section (4A) or sub-section (4B) or sub-section (4C) or sub-
section (4D) *[or sub-section (4E)] *{or sub-section (4F)] of section 139 or clause (i)
of sub-section (1) of section 142 or sub-section (1) of section 148 or section 153A
9**]relating to the assessment year commmencing “[on the 1st day of April, * 2020]]
shall —
“[{a) inthe case of a person being “{an individual who is aresident other than
not ordinarily resident and] where the total income includes income
chargeable to income-tax, under the head,—

“Words “and return of fringe benefits® should be omitted.

39, Substituled by the IT (Fourth Amdt) Rules, 2007, w.ef. 14-5-2007. Prior to its substiturion,
rule 12, a8 amended by the IT (Seventh Amdt) Rules, 2006, w.ef. 24-7-2006, IT (Eleventh
Amdt.) Rules, 2006, w.ef. 19-10-2006, IT (Fifth Amdt.) Rules, 2006, w.ef. 1-6-2006, IT (Fifth
Amdt.) Rules, 2004, w.ef. 1-4-2004, IT (Sixth Amdt,) Rules, 2003, w.ef. 14-5-2003, IT (First
Amdi) Rules, 2003, w.ef. 28-1-2003 [as corrected by Notification No. SO 258(E), dated
5-3.2002], IT (Thirteenth Amdt.) Rules, 2002, w.ef. 24-6-2002, IT {Tenth Amdt) Rules, 2001,
w.ed, 2-7.2001, IT {Thirteenth Amdt.) Rules, 1998, w.ef. 2-9-1298, IT (Fourth Amdt} Rules,
1998, wef. 1.4-1998, IT (Bighth Amdt) Rules, 1997, w.ef. 27-6-1997 [as corrected by
Notification No. SO 870(E), dated 15-12-1997], IT (Sixteenth Amdt) Rules, 1995, wel 238
1995, IT (Fourth Amdt) Rules, 1995, w.e.f. 1-6-1995, IT (Third Amdt) Rules, 1994,
w.ef. 1-5.1994, IT (Eighth Amdt) Rules, 1991, w.ref. 1-4-1989, IT (Amdt) Rules, 1981, w.ef.

-4 979, IT (Fifth Amdt.) Rules, 1976, w.f.
-4-1981, IT (Second Amdt.) Rules, 1979, w.ef. 1-4-1 (Ft 76 el




