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MINISTRY OF FINANCE
(Department of Revenue)
(CENTRAL BOARD OF DIRECT TAXES)
NOTIFICATION
New Delhi, the 20th March, 2026

G.S.R. 198(E).—In exercise of powers conferred by section 533 of the Income-tax Act, 2025 (30 of 2025),
the Central Board of Direct Taxes hereby makes the following rules, namely:—

1. Short title and commencement.—(1) These rules may be called the Income-tax Rules, 2026.
(2) They shall come into force on the 1st April, 2026.

2. Definitions.— (1) In these rules, unless the context otherwise requires,—

(a) "Act" means the Income-tax Act, 2025 (30 of 2025);

(b) "authorised bank" means any bank as may be appointed by the Reserve 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);

(¢) “Form” means a Form in Appendix III appended to these rules;

(d) "section" means a section of the Act.

(2) Words and expressions used herein and not defined but defined in the Act shall have the meanings respectively
assigned to them in the Act.

3. Arrangements for declaration and payment of dividends within India.—The arrangements referred to in section
2(42) to be made by a company for the declaration and payment of dividends (including dividends on preference
shares) within India shall be as follows:
(a) the share-register of the company for all shareholders shall be regularly maintained at its principal place
of business within India, in respect of any tax year from a date not later than the 1st April of such year;
(b) the general meeting for passing the accounts of the tax year and for declaring any dividends in respect
thereof shall be held only at a place within India; and
(c) the dividends declared, if any, shall be payable only within India to all shareholders.

4. Conditions that a stock exchange is required to fulfil to be notified as a recognised stock exchange under
section 2(92).— For the purposes of section 2(92), a stock exchange shall fulfil the following conditions in respect of
trading in derivatives:-
(a) 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
and shall function in accordance with the guidelines or conditions laid down in this behalf by the Securities
and Exchange Board of India;
(b) the stock exchange shall ensure that the particulars of the client (including unique client identity number
and Permanent Account Number) are duly recorded and stored in its databases;
(c) the stock exchange shall maintain a complete audit trail of all transactions (in respect of cash and
derivative market) for a period of seven tax years on its system;
(d) the stock exchange shall ensure that transactions (in respect of cash and derivative market) once
registered in the system are not erased;
(e) the stock exchange shall ensure that the transactions (in respect of cash and derivative market) once
registered in the system, are modified only in cases of genuine error; and
(f) the stock exchange shall maintain data regarding all transactions (in respect of cash and derivative
market) registered in the system which have been modified and submit a monthly statement in Form No. 1 to
the Director General of Income-tax (Systems), within fifteen days from the last day of each month to which
such statement relates.

5. Procedure for notification of a recognised stock exchange for the purposes of section 2(92).— (1) An
application for notification of a stock exchange as a recognised stock exchange for the purposes of section 2(92) may
be made to the Member (Income Tax), Central Board of Direct Taxes, New Delhi.
(2) The application referred to in sub-rule (1) shall be accompanied with the following documents,:-

(a) approval granted by the Securities and Exchange Board of India for trading in derivatives;

(b) up-to-date rules, bye-laws and trading regulations of the stock exchange;
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(c) confirmation regarding fulfilling the conditions referred to in clause (b) to (f) of rule 4; and

(d) 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 section 2(92) or issue
an order rejecting the application before the expiry of six months from the end of the month in which the application
is received.
(5) The notification referred to in sub-rule (4) shall be effective until the approval granted by the Securities and
Exchange Board of India is withdrawn or expires, or the said notification is rescinded by the Central Government.

6. Method of determination of period of holding of capital assets in certain cases.— (1) For the purposes of section
2(101)(c)(D), the period for which such capital asset is held by an assessee, shall be determined in accordance with
the provisions of this rule.

(2) For the capital asset mentioned in column B of the Table below, the period for which the capital asset is held by
the assessee shall be determined in accordance with column C thereof:

Table
SL.No. Nature of Assets Period of holding
A B C
1. Shares or debentures of a company, which | The period of holding shall include the period for which the
becomes the property of the assessee under | bond, debenture, debenture-stock or deposit certificate, as
the circumstances mentioned in section | the case may be, was held by the assessee prior to the
70(1)(z). conversion.
2. Capital asset declared under the Income | (i) In the case of an immovable property, the period for
Declaration Scheme, 2016 made under the which such property is held is to be reckoned from the
Finance Act, 2016 (28 0f 2016). date on which such property is acquired, if the date of
acquisition is evidenced by a deed registered with any
authority of a State Government; and
(i) in any other case, the period for which such asset is held
shall be reckoned from the 1st June, 2016.
3. Capital asset which became the property of | The period of holding shall include the following:
the Indian subsidiary company in | (i) the period for which the asset was held by the said
consequence to conversion of a branch of a branch of the foreign company; or
foreign company referred to in section | (ii) the period for which the asset was held by the previous
219(1). owner, if any, who has acquired the capital asset by a
mode of acquisition referred to in section 73(1)
[SI.No.1. C.A] or section 219(1).

(3) In case of the amount which is chargeable to income-tax as income of a specified entity under section 67(10)
under the head “Capital gains”,—
(a) the amount or a part of it shall be considered to be from transfer of short-term capital asset, if it is
attributed to,—
(i) the capital asset which is short-term capital asset at the time of taxation of amount under section
67(10); or
(ii) capital asset forming part of block of asset; or
(iii) capital asset being self-generated asset and self-generated goodwill as defined in section
67(11); and
(b) the amount or a part of it shall be considered to be from transfer of long-term capital asset or assets, if it
is attributed to capital asset which is not covered by sub-clause (i) of clause (a) and is long-term capital asset
at the time of taxation of amount section 67(10).

7. Procedure for notification of zero coupon bond.— (1) An application by an entity, being an infrastructure capital
company or infrastructure capital fund or infrastructure debt fund or a public sector company under section 2(112),
for notification of any zero coupon bond proposed to be issued by it shall be made in Form No.2 at least three months
before the date of issue of such bond.

(2) An application made under sub-rule (1) shall not be made for notification of a bond which is to be issued beyond a
period of two financial years following the financial year in which such application is made.
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(3) An application made under sub-rule (1) shall be disposed of within a period of six months from the end of the
month in which such application was received.
(4) Every application, under sub-rule (1), shall be accompanied by the following documents:—
(a) where the application is made by any infrastructure capital company or infrastructure debt fund or a
public sector company, being a Government company defined under section 2(45) of the Companies Act,
2013 (18 0f 2013), a copy of certificate of incorporation under the said Act;
(b) where the application is made by any infrastructure capital fund, a copy of the trust deed registered under
the provisions of the Registration Act, 1908 (16 of 1908); and
(c) where the application is made by a public sector company, being any corporation, established by or under
any Central Act or State Act or Provincial Act, a copy of the relevant Act.
(5) The Central Government, while specifying a zero coupon bond, by notification, shall satisfy itself that the
following conditions are fulfilled:—
(a) the period of life of the bond is not less than ten years and not more than twenty years;
(b) the entity proposing to issue a zero coupon bond has an investment grade rating from at least two credit
rating agencies registered under section 12(1A) of the Securities and Exchange Board of India Act, 1992 (15
of 1992);
(c) necessary arrangement has been made by the said entity for listing the zero coupon bond in a recognised
stock exchange in India;
(d) the entity shall furnish an undertaking along with the application that the money realised on issue of the
zero coupon bond shall be invested by it in the following manner,:—
(1) 25% or more of such realisation before the end of the financial year immediately following the
financial year in which the bond is issued;
(i) the balance of such realisation within a period of four financial years immediately following the
financial year in which the bond is issued; and
(e) where the application is made by an infrastructure debt fund, such fund shall along with the application,
submit an undertaking that a sinking fund shall be maintained for the interest which will accrue on all the
zero coupon bonds subscribed and such interest shall be invested in Government security as defined under
section 2(f) of the Government Securities Act, 2006 (38 of 2006).
(6) The Central Government, after having satisfied itself about fulfilling of the conditions referred to in this rule, shall
specify the bond, by notification, giving therein, inter alia, the following particulars:—

(a) name of the bond;

(b) period of life of the bond;

(c) 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; and

® the number of bonds to be issued.

(7) The Central Government may, if the applicant fails to fulfil the conditions referred to in this rule, reject the
application for notification after giving a reasonable opportunity of being heard.
(8) Every entity shall submit within two months from the end of each financial year referred to in sub-rule (5)(d), a
certificate from an accountant as defined in section 515(3)(b), specifying the amount invested in each year in Form
No. 3.
(9) The Central Government shall have the power to withdraw the notification, if the applicant fails to fulfil any of the
conditions referred to in this rule.
(10) For the purposes of this rule,—
(1) "discount" and "period of life of the bond" shall have the meanings respectively assigned to them in
section 32(d)(i) and (ii); and
(i1) "infrastructure debt fund" shall mean the infrastructure debt fund as may be notified by the Central
Government under Schedule VII[Table SI. No. 46].

8. Computation of period of stay in India for an Indian citizen, being a member of the crew of a foreign bound
ship.— (1) For the purposes of section 6(6), in case of an individual, being a citizen of India and a member of the
crew of a foreign bound ship, the period or periods of stay in India in respect of an eligible voyage, shall not include
the period computed under sub-rule (2).

(2) The period referred to in sub-rule (1) shall be the period beginning on the date entered into the Continuous
Discharge Certificate in respect of joining the ship by the said individual for the eligible voyage and ending on the
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date entered into the Continuous Discharge Certificate in respect of signing off by that individual from the ship in
respect of such voyage.

(3) For the purposes of this rule, —
(a) “Continuous Discharge Certificate” shall have the same meaning as assigned to it in the Merchant
Shipping (Continuous Discharge Certificate-cum-Seafarer's Identity Document) Rules, 2001 made under the
Merchant Shipping Act, 1958 (44 of 1958);

(b) “eligible voyage” shall mean a voyage undertaken by a ship engaged in the carriage of passengers
or freight in international traffic, where —
(1) for the voyage having originated from any port in India, has as its destination any port

outside India; and

(i1) for the voyage having originated from any port outside India, has as its destination any
port in India.
9. Determination of income in case of non-residents.— In any case in which the Assessing Officer is of opinion
that the actual amount of the income accruing or arising to any non-resident person, whether directly or indirectly,
through or from —

(a) any asset or source of income in India; or
(b) any property in India; or
() any business connection in India,

cannot be definitely ascertained, the amount of such income for the purposes of assessment to income-tax may be
calculated —
(1) at such percentage of the turnover so accruing or arising as the Assessing Officer may consider to
be reasonable; or

(i1) on any 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

(1ii) in such other manner as the Assessing Officer may deem suitable.

10. Definition of terms for rules 11 and 12.— For the purposes of rules 11 and 12, —
(a) “accountant” —
(i) means an accountant referred to in section 515(3)(b), who fulfils the following conditions: —

(A) if he is pursuing the profession of accountancy individually or is a valuer then —
(I) he has professional experience of not less than ten years; and

(I) his annual receipt in the year preceding the year in which valuation is undertaken, from the
exercise of profession, exceeds fifty lakh rupees;

(B) if he is a member or partner in any entity engaged in rendering accountancy or valuation services
then, the annual receipt of the entity in the year preceding the year in which valuation is undertaken exceeds
three crore rupees;

(i1) includes any valuer recognised for undertaking similar valuation by the government of the country, where
the foreign company or the entity is registered or incorporated or any of its agencies, who fulfils the
following conditions: —

(A) the condition referred to in items (A) and (B) of clause (a)(i);

(B) if he is a member or partner in any entity engaged in rendering accountancy or valuation services then,
the entity or its affiliates have presence in more than two countries;
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(b) “balance sheet”, —
(i) (A) in relation to an Indian company, means the balance-sheet 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
under the laws relating to companies in force; and

B) in any other case, it 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 country in which the foreign company or the
entity is registered or incorporated; and

(i1) where, —

(A) finalisation of accounts is pending as on specified date for the purposes of items (A) and (B) of sub-
clause (i), it means an interim balance-sheet drawn up as on the specified date and approved by the
board of directors of the company or an equivalent body in case of any other entity; and

(B) the specified date is the date referred to in section 9(10)(d)(ii), it means the balance sheet as drawn up on
the specified date and certified by an accountant;

(c) “book value of the liabilities” means the value of liabilities as shown in the balance-sheet of the company or
the entity, as the case may be, excluding the paid-up capital in respect of equity shares or members' interest and the
general reserves and surplus and security premium related to the paid-up capital,

(d) “connected person” shall have the meaning assigned to it in section 184(5);

(e) “foreign company or entity” means a company or entity registered or incorporated outside India;

® “observable price” in respect of a share quoted on a stock exchange shall be the higher of the following: —
(1) the average of the weekly high and low of the closing prices of the shares quoted on the said stock
exchange during the six months period preceding the specified date; or
(i1) the average of the weekly high and low of the closing price of the shares quoted on the said stock

exchange during the two weeks preceding the specified date;

(2) “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 individually or together, directly or
indirectly, including by virtue of shareholding or management rights or shareholders agreements or voting agreements
or in any other manner;

(h) “specified date” shall have the meaning assigned to it in section 9(10)(d);
(1) “telegraphic transfer buying rate” shall have the meaning assigned to it in rule 207; and

) the expressions “merchant banker” and “recognised stock exchange” shall have the meaning respectively
assigned to them in rule 56.

11. Fair market value of assets in certain cases.— (1) The fair market value of asset, tangible or intangible, as on
the specified date, held directly or indirectly by a foreign company or entity, for the purposes of section 9(10) shall be
computed as per this rule with reference to the specified date.

(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 so, however, that —
(a) if the share is held as part of the shareholding which confers, directly or indirectly, any right of
management or control in the said company, the fair market value of the share shall be determined using the
following formula: —

Fair market value = (A+B)/C

Where, —
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A = the market capitalisation of the company on the basis of observable price of its shares quoted
on the recognised stock exchange;

B = the book value of liabilities of the company; and
C = the total number of outstanding shares; or

(b) if, on the specified date, the share is listed on more than one recognised stock exchange, the
observable price of the share shall be computed with reference to the recognised stock exchange which
records the highest volume of trading in the share during the tax year.

(3) Where the asset is a share of an Indian company not listed on a recognised stock exchange on the specified date,
the fair market value of the share shall be —
(a) the fair market value as determined by a merchant banker or an accountant as per any
internationally accepted valuation methodology for valuation of shares on arm's length basis; and

(b) increased by the liability, if any, considered in such determination as per clause (a).

(4) Where the asset is an interest in a partnership firm or an association of persons, its fair market value shall be
determined in the following manner: —
(a) the value of such firm or association of persons, shall be determined by a merchant banker or an
accountant as per any internationally accepted valuation methodology as increased by the liability, if any,
considered in such determination;

(b) the value so computed in clause (a), as is equal to the amount of its capital, shall be allocated among
its partners or members in the same proportion in which the capital has been contributed by them;

(c) the residue of the value shall be allocated among the partners or members as per the agreement of
partnership firm or association of persons for distribution of assets in the event of dissolution of the firm or
association;

(d) in the absence of agreement, as specified in clause (c), the residual value shall be allocated in
proportion in which the partners or members are entitled to share profits; and

(e) the sum total of the amount so allocated as per clauses (a) to (d) to a partner or member shall be
treated as the fair market value of the interest of that partner or member in the firm or the association of
persons, as the case may be.

(5) The fair market value of the asset other than those referred to in sub-rules (2), (3) and (4) shall be the price it
would fetch, if sold in the open market as determined by a merchant banker or an accountant and increased by the
liability, if any, considered in such determination.

(6) The fair market value of all the assets of a foreign company or an entity on the specified date, if conditions
specified in column B of the following Table are fulfilled, shall be determined as per column C thereof: —

Table
NIR Conditions Fair Market Value
No.
A B C
1. Where the transfer of share | Fair market value of all assets = A+B

of, or interest in, the foreign
company or entity is
between the persons who Where, —
are not connected persons,
for the purpose of such | A = Market capitalisation of the foreign company or entity computed on
the basis of the full value of consideration for transfer of the share or
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transfer. interest; and

B = book value of the liabilities of the company or the entity as on the
specified date as certified by a merchant banker or an accountant.

2. Where the share of the | Fair market value of all the assets = A+B
foreign company or entity is
listed on a stock exchange
on the specified date. Where, —

A = Market capitalisation of the foreign company or entity computed on
the basis of the observable price of the share on the stock exchange where
the share of the foreign company or the entity is listed; and

B = book value of the liabilities of the company or the entity as on the

specified date.
3. Where the share is listed on | Fair market value of all the assets = A+B
more than one stock
exchange on the specified
date. Where, —

A = Market capitalisation of the foreign company or entity computed on
the basis of the observable price of the share on the stock exchange which
records the highest volume of trading in the share during the period
considered for determining the price; and

B = book value of the liabilities of the company or the entity.

4. Where the share in the | Fair market value of all the assets = A+B
foreign company or entity is
not listed on a stock
exchange on the specified Where, —
date.
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 methodology; and

B = value of liabilities of the company of the entity if any, considered for
the determination of fair market value in A.

(7) Where fair market value has been determined on the basis of any interim balance sheet referred to in rule 10(b)(ii),
then the fair market value shall be appropriately modified after finalisation of the relevant financial statement as per
the applicable laws and all the provisions of this rule and rules 12 and 235 shall apply accordingly.

(8) For determining the fair market value of any asset located in India, being a share of an Indian company or interest
in a partnership firm or association of persons, all the assets and business operations of the said company or
partnership firm or association of persons shall be taken into account whether such assets or business operation are
located in India or outside.

(9) The rate of exchange for calculation in foreign currency, of the value of assets located in India and expressed in
rupees shall be the telegraphic transfer buying rate of such currency as on the specified date.

12. Determination of income attributable to assets in India.— (1) The income from transfer outside India of a
share of, or interest in, a company or an entity referred to in section 9(10)(a) attributable to assets located in India,
shall be determined with reference to the specified date, by the following formula: —

B
A X

C

Where, —
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A = Income from the transfer of the share of, or interest in, the company or the entity computed as per the provisions
of the Act, as if, such share or interest 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 value substantially, computed as per rule 11; and

C = fair market value of all the assets of the company or the entity as on the specified date, computed as per rule 11.

(2) If the transferor of the share of, or interest in, the company or the entity referred to in sub-rule (1) fails to provide
the information required for the application of the formula in the said sub-rule, then the income from the transfer of
such share or interest shall be determined in such manner as the Assessing Officer may deem suitable.

(3) The transferor of the share of, or interest in, a company or an entity referred to in sub-rule (1), shall obtain and
furnish along with the return of income a report in Form No. 4 duly signed and verified by an accountant providing
the basis of the apportionment as per the formula and certifying that the income attributable to assets located in India
has been correctly computed.

13. Threshold for purposes of significant economic presence.— (1) For the purposes of section 9(9)(d)(i), the
aggregate amount of payments from transactions carried out by a non-resident with any person in India, in respect of
any goods, service or property including provision for download of data or software in India during the tax year, shall
be two crore rupees.

(2) For the purposes of section 9(9)(d)(ii), the number of users with whom systematic and continuous business
activities are solicited or who are engaged in interaction shall be ¥ 300000.

14. Method for determining amount of expenditure in relation to income not includible in total income.—(1)
The expenditure in relation to income which does not form part of the total income shall be the aggregate of

following amounts:—
(a) the amount of expenditure directly relating to income which does not form part of total income; and
(b) an amount equal to 1% of the annual average of the monthly averages of the opening and closing
balances of the value of investment, income from which does not or shall not form part of total income.

2) The amounts referred to in sub-rule (1) shall not exceed the total expenditure claimed by the assessee.

15. Valuation of perquisites.—(1) For the purpose of computing the income chargeable under the head "Salaries", the
value of perquisites provided by the employer, either directly or indirectly, to the assessee (herein referred to as the
employee) or to any member of his household by reason of his employment, shall be determined in accordance with
the provisions of this rule.

(2) (a) The value of residential accommodation provided by the employer, for the purpose of section 17(1)(a) and (b),
during the tax year, in the circumstances referred in column B of the following Table I, shall be determined in
accordance with the column C or column D thereof, as the case may be:

Table I
Sl Circumstances Where accommodation is |Where accommodation is
No. unfurnished furnished
A B C D

(1) |Where the accommodation is |License fee determined by the Central |Value  of  perquisite is
provided by the Central Government |Government or any State Government |determined as  per the
or any State Government, to the |in respect of accommodation in |provisions of sub-rule (2)(e).
employees either holding office or |accordance with the rules framed by
post in connection with the affairs of [such Government as reduced by the
the Union or of such State. rent actually paid by the employee.

(2) |Where the accommodation is
provided by any other employer
and—




[STT [I—&ve 3(i)] ST 3T TSI ; STETETLOT 1541

(a) |where the accommodation is |(i) 10% of salary in cities having |Value of  perquisite is
owned by the employer; or population exceeding forty |determined as  per the
lakhs as per 2011 census in |provisions of sub-rule (2)(e).
respect of the period during
which the said accommodation
was occupied by the employee
during the tax year as reduced
by the rent, if any, actually paid
by the employee;

(i) |7.5% of salary in cities having
population exceeding fifteen
lakhs but not exceeding forty
lakhs as per 2011 census in
respect of the period during
which the said accommodation
was occupied by the employee
during the tax year as reduced
by the rent, if any, actually paid
by the employee; and

(iii) |5% of salary in other areas, in
respect of the period during
which the said accommodation
was occupied by the employee
during the tax year as reduced
by the rent, if any, actually paid
by the employee.

(b) |where the accommodation is |Actual amount of lease rental paid or |Value of perquisite is
taken on lease or rent by the |payable by the employer or 10% of |determined as per the
employer. salary, in respect of the period during |provisions of sub-rule (2)(e).

which the said accommodation was
occupied by the employee during the
tax year, whichever is lower, as
reduced by the rent, if any, actually

paid by the employee.

(3) |Where the accommodation is |Not applicable. Actual charges paid or payable
provided by the employer specified to such hotel or 24% of salary
in serial number (1) or (2) in a hotel paid or payable for the tax
(except where the employee is year for the period during
provided such accommodation for a which such accommodation is
period not exceeding in aggregate provided, whichever is lower,
fifteen days on his transfer from one as reduced by the rent, if any,
place to another). actually paid or payable by the

employee.

(b) The provisions of this sub-rule shall not apply to any accommodation temporarily provided to an employee
working at 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 —

)] having plinth area not exceeding 1000 square feet, is located not less than eight kilometres away
from the local limits of any municipality or a cantonment board; or
(i1) is located in a remote area.

(c) Where on account of his transfer from one place to another, the 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 accommodation which has the lower value with reference to Table I for a period not
exceeding ninety days and thereafter the value of perquisite shall be charged for both such accommodations as
provided in the said Table I.
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(d) Where the accommodation is owned or taken on lease or rent by the employer and the same accommodation is
continued to be provided to the same employee for more than one tax year, the amount calculated in accordance with
Table I:S1. No. 2(a) or (b) shall not exceed the amount so calculated for the first tax year, as multiplied by the amount
which is a ratio of the Cost Inflation Index for the tax year for which the amount is calculated and the Cost Inflation
Index for the tax year in which the accommodation was initially provided to the employee.
(e) For the purposes of this sub-rule, where the accommodation is furnished;—
(1) the value of perquisite as determined under Table I: SI. Nos. 1 and 2. C be increased by 10% per
annum of the cost of furniture (including television sets, radio sets, refrigerators, other household appliances,
air-conditioning plant or equipment), as reduced by any charges paid or payable for the same by the
employee during the tax year; and

(i1) if such furniture is hired from a third party, the value of perquisite would be the actual hire charges
payable for the same as reduced by any charges paid or payable for the same by the employee during the tax
year.

(f) For the purposes of this sub-rule, where the accommodation is provided 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,—

(1) the employer of such an employee shall be deemed to be that body or undertaking where the
employee is serving on deputation; and
(i1) the value of perquisite of such an accommodation shall be the amount calculated in accordance with

Table 1: SI. No. 2(a), as if the accommodation is owned by the employer.
(g) For the purposes of clause (d);

(1) "Cost Inflation Index" means the index as may be notified by the Central Government under section
72(8)(a);
(i1) "first tax year" means the tax year 2023-2024, or the tax year in which the accommodation was

provided to the employee, whichever is later.
(3)(a) The value of perquisite by way of use of motor car to an employee by an employer, in the circumstances as
referred in column B of the following Table II, shall be determined in accordance with column C or column D thereof,
as the case may be:

Table IT
VALUE OF PERQUISITE PER CALENDAR MONTH
SL Circumstances Where cubic capacity of Where cubic capacity of engine
No. engine does not exceed 1.6 exceeds 1.6 litres

litres or the motor car is an
electric vehicle

A B C D

(1) Where the motor car is owned or
hired by the employer and—

(a) is used wholly and exclusively | no value, if the documents | no wvalue, if the documents
in the performance of his | specified in sub-rule (3)(c) | specified in sub-rule (3)(c) are
official duties; are maintained by the | maintained by the employer;

employer

(b) is used exclusively for the | actual amount of expenditure | actual amount of expenditure
private or personal purposes of | incurred by the employer on | incurred by the employer on the
the employee or any member of | the running and maintenance | running and maintenance of
his household and the running | of motor car during the | motor car during the relevant tax
and maintenance expenses are | relevant tax year including | year including remuneration, if
met or reimbursed by the | remuneration, if any, paid by | any, paid by the employer to the
employer; the employer to the chauffeur | chauffeur as increased by the
as increased by the amount | amount representing normal wear
representing normal wear | and tear of the motor car and as
and tear of the motor car and | reduced by an amount charged
as reduced by any amount | from the employee for such use.
charged from the employee
for such use.

(c) is used partly in the performance of duties and partly for private or personal purposes of his own or
any member of his household and—

(1) | the expenses on | ¥ 5000 (plusZ3000, if | T 7000 (plus 3000, if chauffeur
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maintenance and | chauffeur is also provided to | is also provided to run the motor
running are met or | run the motor car by the | car by the employer);

reimbursed by the | employer)
employer;

(i1) | the expenses on running | X 2000 (plusX 3000, if | X 3000 (plus 3000, if chauffeur
and maintenance for | chauffeur is also provided by | is also provided to run the motor
private or personal use | the employer to run the | car by the employer).

are fully met by the | motor car by the employer).
assessee;

(2) Where the employee owns a motor car but the actual running and maintenance charges (including
remuneration of the chauffeur, if any) are met or reimbursed to him by the employer and—

(a) such reimbursement is for the | no value, if the documents | no value, if the documents
use of the vehicle wholly and | specified in sub-rule (3)(c) | specified in sub-rule (3)(c) are
exclusively for official | are maintained by the | maintained by the employer;

purposes; employer

(b) such reimbursement is for the | the actual amount of | the actual amount of expenditure
use of the vehicle partly for | expenditure incurred by the | incurred by the employer as
official purposes and partly for | employer as reduced by the | reduced by the amount specified
personal or private purposes of | amount specified in Sl. No. | in Sl. No. (1)(c)(i) above, if the
the employee or any member of | (1)(c)(i) above, if the | conditions mentioned in sub-rule

his household. conditions mentioned in sub- | (3)(c) are fulfilled.
rule (3)(c) are fulfilled.
3) Where the employee owns any other automotive conveyance but the actual running and maintenance
charges are met or reimbursed to him by the employer and
(a) such reimbursement is for the | no value, if the documents | not applicable;
use of the vehicle wholly and | specified in sub-rule (2)(c)
exclusively for official | are maintained by the
purposes; employer

(b) such reimbursement is for the | the actual amount of
use of vehicle partly for official | expenditure incurred by the
purposes and partly for | employer as reduced by the
personal or private purposes of | amount of 33000 if the
the employee. conditions mentioned in sub-
rule (3)(c) are fulfilled.

(b) Where an employer owns or hires one or more motor cars and allows the employee or any member of his
household to use them for the purposes other than wholly and exclusively in the performance of his duties, the value
of perquisite shall be the amount calculated as below:

(i) for one car, in accordance with Table II: S1. No. (1)(c)(i) ;and

(ii) for other cars, in accordance with Table II: S1. No. (1)(b).
(c) If the employer or employee claims that the motor vehicle is used solely for official duties or that the actual
expenses for running and maintaining the employee-owned motor vehicle for official purposes exceed the deductible
amounts in Table II: SI. No. 2(b) or 3(b), he may claim a higher amount for official use and in this case, the value of
the perquisite shall be the actual amount of expenses paid or reimbursed by the employer, minus the higher amount
attributed to official use of the vehicle provided that the following conditions are fulfilled: —

(1) the employer 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; and
(i1) the employer gives a certificate to the effect that the expenditure was incurred wholly and

exclusively for the performance of official duties.
(d) For the purposes of this sub-rule, the normal wear and tear of a motor car shall be taken at 10% per annum of the
actual cost of the motor car or cars.
(4) The value of benefit provided by the employer to the employee or any member of his household for goods,
services or utilities, as referred to in column B of the following Table III, shall be computed in accordance with
column C thereof:
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Table I11

SI. No. Nature of goods, Value of benefit of the goods, services or utilities provided

services or utilities
A B C

1. Services of a sweeper, | The total amount of salary paid or payable by the employer or any other
a gardener, a watchman | person on his behalf for such services as reduced by any amount paid by the
or a personal attendant. | employee for such services.

2 (a) Supply of gas, | The amount paid by the employer to the agency supplying the gas, electric
electric energy or water | energy or water, as reduced by any amount paid by the employee in respect of
for the consumption of | such services.
the employee’s
household by
purchasing them from
any outside agency.

(b) Supply of gas, | The amount of the manufacturing cost per unit incurred by the employer, as
electric energy or water | reduced by any amount paid by the employee in respect of such services.

for the consumption of

the employee’s

household made from

resources owned by the

employer, without

purchasing them from

any outside agency

3 (a) Provision of free or | The amount of expenditure incurred by the employer in this regard, as reduced
concessional by any amount paid or recovered from the employee on that account.
educational  facilities
for any member of the
employee’s household.

(b) Provision of free or | Cost of such education in a similar institution in or near the locality, as
concessional reduced by any amount paid or recovered from the employee on that account,
educational  facilities | where the cost of such education or value of such benefit per child exceeds
for any member of | 3,000 per month.

employee  household,

where the educational

institution  is  itself

maintained and owned

by the employer.

(¢) Provision of free | Cost of such education in a similar institution in or near the locality, as
educational  facilities | reduced by any amount paid or recovered from the employee on that account,
for any member of | where the cost of such education or value of such benefit per child exceeds
employees' household | ¥3,000 per month.

in any other

educational institution

by reason of his

employment.

4. Provision by an | Value at which such benefit or amenity is offered by such employer to the
employer ~who is | public as reduced by the amount, if any, paid by or recovered from the

engaged in the carriage
of passengers or goods,
to any employee (not
being an employee of
an airline or the
railways)— or to any
member of his
household, for personal
or private journey free

employee for such benefit or amenity.
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of  cost 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.

(5)(a) In terms of provisions contained in section 17(1)(e), the value of other benefits or amenities of the nature
referred to in Column B of the following Table IV shall be determined in accordance with column C and subject to
conditions provided in Column D thereof:

Table IV
SL Nature of other Value of Conditions
No. benefits or perquisite
amenities
A B C D

1. Benefit from the | It shall be the sum [a) No value would be charged if such loans are made available
provision of | equal to  the for medical treatment in respect of diseases specified in rule
interest-free or | interest computed 18 or where the amount of loans is not exceeding %2,00,000
concessional  loan | at the annual rate in the aggregate; and
for any purpose | charged by the
made available to | State Bank of |(b)where the benefit relates to the loans made available for
the employee or any | India, constituted medical treatment referred to in clause (a), the exemption
member of his | under the State so provided shall not apply to so much of the loan as has
household  during | Bank of India Act, been reimbursed to the employee under any medical
the relevant tax year | 1955 (23 of 1955), insurance scheme.
by the employer or | as on the 1st day
any person on his | of the relevant tax
behalf. year in respect of

loans by the bank
for the same
purpose, using the
maximum
outstanding
monthly  balance
as reduced by the
interest, if any,
actually paid by
him or any such
member of his
household.

2. The value of | It shall be the sum | (a) Where such facility is maintained by the employer, and is
travelling, touring, | equal to  the | not available uniformly to all employees, the value of benefit
accommodation and | amount of the | shall be taken to be the value at which such facilities are
any other expenses | expenditure offered by other agencies to the public; or
paid for or borne or | incurred by such | (b) where the employee is on official tour and the expenses are
reimbursed by the | employer in that | incurred in respect of any member of his household
employer for any | behalf. accompanying him, the amount of expenditure so incurred
holiday availed of shall be an amenity; or
by the employee or (c) where any official tour is extended as a vacation, the value
any member of his of such fringe benefit shall be limited to the expenses
household, other incurred in relation to such extended period of stay or
than concession or vacation as reduced by the amount, if any, paid or recovered
assistance  referred from the employee for such benefit or amenity.
to in rule 277.

3. The value of free | It shall be the | This provision shall not apply to
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food and non-
alcoholic beverages
provided by the
employer to an
employee.

amount of
expenditure

incurred by such
employer as
reduced by the
amount, if any,

paid or recovered
from the employee
for such benefit or

(a) free food and non-alcoholic beverages provided by such
employer during working hours at office or business premises
or through paid vouchers usable only at eating joints, to the
extent the value thereof in either case does not exceed 3200
per meal; or

(b) tea or snacks provided during working hours; or

(c) free food and non-alcoholic beverages during working
hours provided in a remote area or an off-shore installation.

use by the employee
or any member of

of the actual cost
of such asset or

amenity.

4. The value of any | It shall be the sum | It shall be ‘nil’, if the value of such gift, voucher or token, as
gift, or voucher, or | equal to the | the case may be, is below X 15,000 in aggregate during the
token (in lieu of | amount of such | tax year.
gift) received by the | gift.
employee or by
member of  his
household) on
ceremonial
occasions or
otherwise from the
employer.

5. The amount of | It shall be the | There shall be no value of such benefit, where expenses are
expenses including | amount taken to | incurred wholly and exclusively for official purposes and the
membership fees | be the value of | conditions specified in sub-rule (5)(b) are fulfilled.
and annual fees | perquisite
incurred by the | chargeable to tax
employee or any | as reduced by the
member of his | amount, if any
household, which is | paid or recovered
charged to a credit | from the employee
card (including any | for such benefit or
add-on-card) amenity.
provided by the
employer, or
otherwise, paid for
or reimbursed by
such employer.

6. The value of benefit | It shall be | (a) Where the employer has obtained corporate membership of
to the employee | determined to be | the club and the facility is enjoyed by the employee or any
resulting from the | the actual amount | member of his household, the value of perquisite shall not
payment or | of expenditure | include the initial fee paid for acquiring such corporate
reimbursement by | incurred or | membership; and
the employer of any | reimbursed by | (b) the provision given in column C of SI. No. 6 shall not
expenditure incurred | such employer on | apply, if such expenditure is incurred wholly and exclusively
(including the | that account and | for business purposes and the following conditions are
amount of annual or | the amount so | fulfilled:—-
periodical fee) in a | determined shall | (i) conditions in sub-rule (5)(b) are fulfilled; and
club by him or by a | be reduced by the | (ii) use of health club, sports and similar facilities are provided
member of his | amount, if any uniformly to all employees by the employer.
household. paid or recovered

from the employee
for such benefit or
amenity.

7. The value of benefit | It shall be
to the employee | determined at
resulting from the | 10% per annum
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his household of any
movable asset (other
than assets already
specified in this rule
and other than
laptops, computers,
tablets and mobile
phones) belonging
to the employer 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

hired by him. for such use.

The value of benefit | It shall be | The cost of normal wear and tear shall be calculated at the rate
to the employee | determined to be | of

arising from the | the amount | (a) 50% in case of computers and electronic items, by
transfer of any | representing the reducing balance method;

movable asset | actual cost of such | (b) 20% in the case of motor cars, by reducing balance
belonging to the | assets to the method; and

employer directly or | employer as | (c) 10% in case of other assets,

indirectly to the | reduced by the

employee or any | cost of normal | of the cost of the asset for each completed year during which

member of his | wear and tear and | such asset was put to use by the employer.

household.

as further reduced
by the amount, if

any, paid or
recovered  from
the employee
being the

consideration for
such transfer.

The value of any
other

amenity, service,
right or privilege
provided by the
employer, except
expenses on

telephones, including
a mobile phone.

benefit or

It 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.

(b) For the purposes of clause (a) of Table IV: S1. Nos. 5 and 6 .C, the following conditions need to be satisfied:—

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

(i) 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.

(6) For the purposes of section 17(1)(d), the fair market value of any specified security or sweat equity share, being an
equity share in a company, on the date on which the option is exercised by the employee, shall be determined as
follows:—
(a) in a case where, on the date of the exercising of the option, the share in the company is listed on a
recognised stock exchange, the fair market value shall be the average of the opening price and closing price
of the share on that date on the said stock exchange, subject to the provisions of clause (b);
(b) in a case where, on the date of exercising of the option, the share is listed on more than one
recognised stock exchanges, the fair market value shall be the average of the opening price and closing price
of the share on the recognised stock exchange which records the highest volume of trading in the share;

(c) in a case where, on the date of exercising of the option, there is no trading in the share on any
recognized stock exchange, the fair market value shall be—
)] the closing price of the share on any recognised stock exchange on a date closest to the

date of exercising of the option and immediately preceding such date; or
(i1) the closing price of the share on a recognised stock exchange, which records the highest
volume of trading in such share, if the closing price, as on the date closest to the date of exercising
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of the option and immediately preceding such date, is recorded on more than one recognised stock
exchange;
(d) in a case where, on the date of exercising of the option, the share in the company 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 on the specified date.
(7) For the purposes of section 17(1)(d), the fair market value of any specified security, not being an equity share in a
company, on the date on which the option is exercised by the employee, shall be such value as may be determined by
a merchant banker on the specified date.
(8) For the purposes of this rule—

(a) "accommodation" includes a house, flat, farm house or part thereof, or accommodation in a hotel,
motel, service apartment, guest house, caravan, mobile home, ship or other floating structure;
(b) "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, and where the stock exchange quotes both "buy" and "sell"
prices, the closing price shall be the "sell" price of the last settlement;

(©) "entertainment" includes hospitality of any kind and also, expenditure on business gifts other than
free samples of the employer’s own product with the aim of advertising to the general public;
(d) "hotel" includes licensed accommodation in the nature of motel, service apartment or guest house;
(e) "maximum outstanding monthly balance" means the aggregate outstanding balance for each loan as
on the last day of each month.
® "member of household" shall include—

(1) spouse;

(i1) children and their spouses;

(iii) parents; and

(iv) servants and dependants;
(2) "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);
(h) "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 and where the stock exchange quotes both "buy" and "sell"
prices, the opening price shall be the "sell" price of the first settlement;

(1) "recognised stock exchange" shall have the same meaning assigned to it in section 2(f) of the
Securities Contracts (Regulation) Act, 1956 (42 of 1956);
)] "remote area", specified in sub-rule (1)(b), means any area other than an area which is located—

(1) within the local limits of; or

(i1) within a distance, measured aerially, of thirty kilometers from the local limits of, any
municipality or a cantonment board having a population of one lakh or more based on the 2011 census;
(k) "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:—

(1) dearness allowance or dearness pay, unless it enters into the computation of
superannuation or retirement benefits of the employee concerned;

(i1) employer's contribution to the provident fund account of the employee;

(ii1) allowances, which are exempted from payment of tax;

(iv) the value of perquisites specified in section 17(1);

(v) any payment or expenditure specifically excluded under section 17(2); and

(vi) lump-sum payments received at the time of termination of service or superannuation or

voluntary retirement, like gratuity, severance pay, leave encashment, voluntary retrenchment
benefits, commutation of pension and similar payments;

)] "specified date" means—
(1) the date of exercising of the option; or
(i1) any date earlier than the date of the exercising of the option, not being a date which is

more than one hundred and eighty days earlier than the date of the exercising.

16. Annual accretion referred to in section 17(1)(i).— (1) For the purposes of section 17(1)(i), annual accretion by
way of interest, dividend or any other amount of similar nature during the tax year (herein referred to as the current
tax year) to the balance of the credit of the fund or scheme referred to in section 17(1)(h), shall be the amount or
aggregate of amounts computed in accordance with the following formula: —
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TP = (PC/2) x R + (PC1 + TP1) x R

Where,—

TP = Taxable perquisite under section 17(1)(i) for the current tax year;

TP1 = aggregate of taxable perquisite under section 17(1)(i) for the tax year or years commencing on or after
the 1** April, 2020 other than the current tax year;

PC = aggregate amount of principal contribution made by the employer in excess of ¥ 750000 lakhs to the
specified fund or scheme during the tax year;

PC1 = aggregate amount of principal contribution made by the employer in excess of X 750000 to the
specified fund or scheme for the tax year or years commencing on or after the 1% April, 2020 other than the
current tax year;

R=1/F(avg.);

I = aggregate amount of income accrued during the current tax year in the specified fund or scheme account;
F(avg.) = aggregate amount of balance to the credit of the specified fund or scheme on the first day of the
current tax year plus the aggregate amount of balance to the credit of the specified fund or scheme on the last
day of the current tax year, divided by two.

(2) For the purposes of this rule,—

(a) "specified fund or scheme" means a fund or scheme referred to in section 17(1)(h);

(b) where the aggregate amount of TP1 and PC1 exceed the aggregate amount of balance to the credit of the
specified fund or scheme on the first day of the current tax year, then the excess amount shall be ignored for
the purpose of computing the aggregate amount of TP1 and PC1.

17. Salary income for purposes of section 17(1)(c)(ii).— For the purposes of section 17(1)(c)(ii), the prescribed
income under the head "Salaries" shall be ¥ 400000.

18. Exemption of medical benefits from perquisite value in respect of medical treatment of prescribed diseases
or ailments in hospitals approved by Chief Commissioner. —(1) In granting approval to any hospital other than a

hospital

for Indian system of medicine and homeopathic treatment for the purposes of section 17(2)(b)(ii), the

Principal Chief Commissioner or Chief Commissioner shall satisfy himself that the hospital is registered with the
local authority and fulfils the following requirements:—

(a)
(b)
(©)
(d)

(e)

®
(2
(h)
)
Q)
k)

M
(m)

(n)
(0)

the building used for the hospital complies with the municipal bye-laws in force;

the rooms are well ventilated, lighted and are kept in clean and hygienic conditions;

at least ten iron spring beds are provided for patients;

at least one properly equipped operation theatre is provided, with minimum floor space of one hundred and
eighty square feet and with a separate sterilisation room,;

at least one labour room is provided, with minimum floor space of one hundred and eighty square feet, in
case the hospital provides medical service for maternity cases;

aseptic conditions are maintained in the operation theatre and the labour room;

a duty room is provided for the nursing staff on duty;

adequate space for storage of medicines, food articles, equipments and such other articles is provided;

the water used in the hospital or nursing home is fit for drinking;

adequate arrangements are made for isolating septic and infectious patients;

the hospital is provided with and maintains—

(1) high pressure sterilizer and instrument sterilizer;

(ii) oxygen cylinders and necessary attachments for giving oxygen;

(ii1) adequate surgical equipments, instruments and apparatus including intravenous apparatus;
(iv) a pathological laboratory for testing of blood, urine and stool;

v) electro-cardiogram monitoring system; and

(vi) stand-by generator for use in case of power failure;

there is at least one qualified doctor available on duty round the clock for every twenty beds or fraction
thereof;

in hospitals providing intensive care unit facilities, there are at least two qualified doctors available on duty
round the clock exclusively for such intensive care unit;

one nurse is on duty round the clock for every five beds or a fraction thereof;

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; and
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(p) 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.

(2) In granting approval to any hospital for Indian system of medicine and homeopathic treatment for the purposes of
17(2)(b)(ii), the Principal Chief Commissioner or Chief Commissioner shall satisfy himself that the hospital fulfils the
conditions specified in the Office Memorandum dated the 6th June, 2002, issued by the Department of Indian
Systems of Medicine and Homeopathy, Ministry of Health and Family Welfare for approval of private hospitals for
Indian system of medicine and homeopathic treatment to Central Government Health Scheme beneficiaries and the
Central Government employees.

(3) For the purposes of section 17(2)(b)(ii), the prescribed diseases or ailments shall be the following:—
(a) cancer;

(b) tuberculosis;

(o) acquired immunity deficiency syndrome;

(d) disease or ailment of the heart, blood, lymph glands, bone marrow, respiratory system, central nervous
system, urinary system, liver, gall bladder, digestive system, endocrine glands or the skin, requiring surgical
operation;

(e) ailment or disease of the eye, ear, nose or throat, requiring surgical operation;

® fracture in any part of the skeletal system or dislocation of vertebrac requiring surgical operation or
orthopaedic treatment;

(2) gynaecological or obstetric ailment or disease requiring surgical operation, caesarean operation or
laparoscopic intervention;

(h) ailment or disease of the organs mentioned at (d), requiring medical treatment in a hospital for at least three
continuous days;

(1) gynaecological or obstetric ailment or disease requiring medical treatment in a hospital for at least three
continuous days;

)] burn injuries requiring medical treatment in a hospital for at least 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 least seven continuous days; and

(m) anaphylactic shocks including insulin shocks, drug reactions and other allergic manifestations requiring

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

(4) For the purposes of this rule,—

(a) "nurse" means a person who holds a certificate of a recognised Nursing Council and is registered
under any law for the registration of nurses;

(b) "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; and

() "surgical operation" includes treatment by modern methodology such as angioplasty, dialysis,

lithotripsy, laser or cryo-surgery.

19. Gross total income for purposes of section 17(3)(b).— For the purposes of section 17(3)(b), the prescribed gross
total income shall be X 800000.

20. Procedure for purposes of section 19 [Table: SI.No.12]| relating to voluntary retirement or voluntary
separation.— (1) Subject to the conditions specified in sub-rules (2) and (3), the amount received at the time of
voluntary retirement or voluntary separation can be claimed as deduction for the purposes of section 19 [Table:
S1.No.12] by an employee of—

(1) a public sector company; or

(ii) any other company; or

(iii) an authority established under a Central Act or State Act or Provincial Act; or

(iv) a local authority; or

(V) a co-operative society; or

(vi) a University established or incorporated by or under a Central Act or State Act or Provincial Act, and an

institution declared to be a University under section 3 of the University Grants Commission Act, 1956 (3 of

1956); or
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(vii) an Indian Institute of Technology within the meaning of clause (g) of section 3 of the Institutes of
Technology Act, 1961 (59 of 1961); or

(viii) an institution, having importance throughout India or in any State or States, as the Central Government
may, by notification in the Official Gazette, specify in this behalf; or

(ix) such other institute of management as the Central Government may, by notification, specify in this
behalf.

(2) The deduction under sub-rule (1) is allowable only if the scheme of voluntary retirement framed by the aforesaid
company or authority or co-operative society or University or institute, as the case may be, or if the scheme of
voluntary separation framed by a public sector company, (herein referred to as ‘the scheme’) is in accordance with the
following requirements:—

(1) the scheme applies to an employee who has completed ten years of service or completed forty years of

age;

(i1) the scheme applies to all employees (by whatever name called) including workers and executives of a

company or of an authority or of a co-operative society, as the case may be, excepting directors of a

company or of a co-operative society;

(iii) the scheme has been drawn to result in overall reduction in the existing strength of the employees;

(iv) the vacancy caused by the voluntary retirement or voluntary separation is not to be filled up;

(v) the retiring employee of a company shall not be employed in another company or concern belonging to

the same management; and

(vi) the amount receivable on account of voluntary retirement or voluntary separation of the employee does

not exceed either A or B, where,—

A= 3*N*S;
B =M*S; and

N= Number of completed years of service;

M = balance months of service left before the date of his retirement on superannuation;

S= salary at the time of retirement.

(3) In case an amount is received by an employee of a public sector company under the scheme of voluntary
separation framed by such public sector company, the requirement of sub-rule (2)(i) shall not be applicable.

(4) In this rule, the expression "salary” includes dearness allowance, if the terms of employment so provide, but
excludes all other allowances and perquisites.

21. Unrealised rent. — For the purposes of section 21(4), the amount of rent which the owner cannot realise shall be
equal to the amount of rent receivable by the assessee but not paid by a tenant of the assessee and so proved to be lost
and irrecoverable where, —

(a) the tenancy is bona 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; and

(d) the assessee has taken all reasonable steps to institute legal proceedings for the recovery of the

unpaid rent or satisfies the Assessing Officer that legal proceedings would be futile.

22. Computation of aggregate average advances for purposes of section 31(1) [Table: SI. No.1] for deduction for
provision of bad and doubtful debt.— (1) For the purposes of section 31(1)[Table: Sl. No. 1], the aggregate average
advances made by the rural branches of a scheduled bank shall be determined as follows:—
(a) the amounts of advances made by each rural branch as outstanding at the end of the last day of each
month comprised in the tax year shall be aggregated separately;
(b) the sum so arrived at in 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); and
(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.
(2) In this rule the expressions, "rural branch" and "scheduled bank" shall have the meanings respectively assigned to
them in sections 66(26) and 2(98).
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23. Computation of pro rata amount of discount on a zero coupon bond for purpose of section 32(d).— (1) For
the purposes of section 32(d), the pro rata amount of discount on a zero coupon bond shall be computed in the
following manner:—

(a) the period of life of the bond shall be converted into number of calendar months and, for this
purpose, where the calendar month in which the bond is issued or the bond matures or is redeemed, contains
a part of a calendar month then, —

(1) if such part is fifteen days or more than fifteen days, it shall be increased to one calendar month;

and

(ii) if such part is less than fifteen days, it shall be ignored;
(b) the amount of discount shall be divided by the number of calendar months determined in
accordance with clause (a); and
(c) where one or more than one calendar month out of calendar months determined in accordance with
clause (a) is or are included in a tax year, the amount determined in accordance with clause (b) shall be
multiplied by the number of calendar months so included and the amount so arrived at shall be taken to be
the pro rata amount of discount for that tax year.

24, Notification of infrastructure facility for the purposes of section 32(e).— The following conditions shall be
fulfilled by a public facility to be eligible to be notified as an infrastructure facility under section 32(e):—

(a)

it is 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 body established or constituted under any Central Act or

State Act;

(b
authority or any other statutory body for —

it has entered into an agreement with the Central Government or a State Government or a local

(1) developing; or
(i1) operating and maintaining or;
(iii) developing, operating and maintaining a new infrastructure facility similar in nature to an

infrastructure facility referred to in the Explanation to section 80-IA (4)(i) of the Income Tax Act,
1961 (43 of 1961), as it existed prior to its repeal; and

(c)
April, 1995.

it has started or starts operating and maintaining such infrastructure facility on or after the 1st

25. Depreciation.— (1) Subject to the provisions of sub-rule (7), the allowance under section 33(3), in respect of
depreciation of any block of assets specified in column (2) of the Table in Appendix I shall be calculated at the
percentages specified in the column (3) of the said Table on the written 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 tax year.

(2) The allowance under section 33(3) in respect of depreciation of any block of assets with respect to the persons
mentioned in Column B of the following Table shall not exceed 40% of the written down value of such block of
assets, if conditions mentioned in column C thereof are fulfilled:—

Table
SI. Person Conditions to be fulfilled
No.
A B C
1. [Domestic company 'Which has exercised option under— (a) section
199(3); or

(b) section 200(5); or
(c) section 201(2).

2. |(a) Individual or 'Whose income is chargeable to tax under section
Hindu undivided family; or 202(1).
(b) association of persons or a body of individuals,
whether incorporated or not; or
(c) artificial juridical person referred to in section 2(77)(g).
3. |Cooperative society resident in India 'Which has exercised option under—

(a) section 203(5); or
(b) section 204(2).
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(3) The allowance under section 33(2) in respect of depreciation of assets acquired on or after 1% April, 1977 specified
in column (2) of the Table in Appendix II, shall be calculated at the percentage specified in the column (3) thereof on
the actual cost to the assessee as are used for the purposes of the business of the assessee at any time during the tax
year.

(4) The aggregate depreciation allowed under section 33(2), in respect of any asset for different tax years shall not
exceed the actual cost of the said asset.

(5) The undertaking specified in section 33(2) may, at its option, be allowed depreciation under sub-rule (1) read with
Appendix I instead of the depreciation specified in Appendix II, if option is exercised on or before the due date for
furnishing the return of income under section 263(1)(c) for the tax year in which it begins to generate power.

(6) Any option under sub-rule (5) once exercised, shall be final and shall apply to all the subsequent tax years.

(7) Where any new machinery or plant is installed during the tax year commencing on or after the 1st April, 1987, for
the purposes of business of manufacture or production of any article or thing and such article or thing—
(a) 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,
a laboratory 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,
such plant or machinery shall be treated as a part of block of assets qualifying for depreciation at the rate of 40% of
written down value, if the following conditions are fulfilled:—
(1) the right to use such technology (including any process) or other know- how or to manufacture or
produce such article or thing has been acquired from the owner of such laboratory or any person deriving
title from such owner;
(i1) the return furnished by the assessee for his income, or the income of any other person in respect of
which he is assessable, for any tax year in which the said machinery or plant is acquired, shall be
accompanied by a certificate from the Secretary, Department of Scientific and Industrial Research,
Government of India, to the effect that such article or thing is manufactured or produced by using such
technology (including any process) or other know-how developed in such laboratory or is an article or thing
invented in such laboratory ; and
(ii1) the machinery or plant is not used for the purpose of business of manufacture or production of any
article or thing specified in the list in the Schedule XIII to the Act.

(8) For the purposes of sub-rule (7),—
(a) "laboratory financed by the Government" means a laboratory owned by any body including a society
registered under the Societies Registration Act, 1860 (2 of 1860) and financed wholly or mainly by the
Government;
(b) "public sector company" means any corporation established by or under any Central Act, State Act or
Provincial Act or a Government company as defined in section 2(45) of the Companies Act, 2013 (18 of
2013); and
(c) "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 Grants Commission Act, 1956 (3
of 1956), to be a University for the purposes of that Act.

26. Cases and circumstances in which a payment or aggregate of payments exceeding ten thousand rupees may
be made to a person in a day, otherwise than by specified banking and online mode or through such other
electronic mode as provided in rule 48.— (1) No disallowance under section 36(4) shall be made and no
payment shall be deemed to be the profits and gains of business or profession under section 36(5) where a payment or
aggregate of payments made to a person in a day, otherwise than by a specified banking or online mode or through
such other electronic mode as provided in rule 48, exceeds ten thousand rupees, in the following cases and
circumstances:-
(a) where the payment is made to-
(i) the Reserve Bank of India or any banking company as defined in clause (c) of section 5 of the
Banking Regulation Act, 1949 (10 of 1949); or
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(i1) the State Bank of India or any subsidiary bank as defined in section 2 of the State Bank of India
(Subsidiary Banks) Act, 1959 (38 of 1959); or
(iii) any co-operative bank or land mortgage bank; or
(iv) any primary agricultural credit society or any primary credit society as defined under section 56
of the Banking Regulation Act, 1949 (10 of 1949); or
(v) the Life Insurance Corporation of India established under section 3 of the Life Insurance
Corporation Act, 1956 (31 of 1956);
(b) where the payment is made to the Government and, under the rules framed by it, such payment is
required to be made in legal tender;
(c) where the payment is made by-
(1) any letter of credit arrangements through a bank; or
(i1) a mail or telegraphic transfer through a bank; or
(iii) a book adjustment from any account in a bank to any other account in that or any other bank; or
(iv) a bill of exchange made payable only to a bank;
(d) where the payment is made by way of adjustment against the amount of any liability incurred by the
payee for any goods supplied or services rendered by the assessee to such payee;
(e) where the payment is made for the purchase of—
(1)agricultural or forest produce; or
(ii)the produce of animal husbandry (including livestock, meat, hides and skins) or dairy or poultry
farming; or
(iii)fish or fish products; or
(iv)the products of horticulture or apiculture,
to the cultivator, grower or producer of such articles, produce or products;
(f) where the payment is made for the purchase of the products manufactured or processed without the aid of
power in a cottage industry, to the producer of such products;
(g) where the payment is made in a village or town, which on the date of such payment is not served by any
bank, to any person who ordinarily resides, or is carrying on any business, profession or vocation, in any
such village or town;
(h) where any payment is made to an employee of the assessee or the heir of any such employee, on or in
connection with the retirement, retrenchment, resignation, discharge or death of such employee, on account
of gratuity, retrenchment compensation or similar terminal benefit and the aggregate of such sums payable to
the employee or his heir does not exceed fifty thousand rupees;
(i) where the payment is made by an assessee by way of salary to his employee after deducting the income-
tax from salary in accordance with the provisions of section 392, and when such employee—
(1) is temporarily 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
(i1) does not maintain any account in any bank at such place or ship;
(j) where the payment is made by any person to his agent who is required to make payment in cash for goods
or services on behalf of such person;
(k) where the payment is made by an authorised dealer or a money changer against purchase of foreign
currency or travellers cheques in the normal course of his business.
(2) For the purposes of this rule,—
(a) the term "bank", in clause (c) and clause (g), means any bank, banking company or society referred to in
sub-clauses (i) to (iv) of clause (a) and includes any bank not being a banking company as defined in clause
(c) of section 5 of the Banking Regulation Act, 1949 (10 of 1949), whether incorporated or not, which is
established outside India; and
(b) "authorised dealer" or "money changer", in clause (k), means a person authorised as an authorised dealer
or a money changer to deal in foreign currency or foreign exchange under any law in force.

27. Form of statement to be furnished regarding certain preliminary expenses eligible for deduction under
section 44.— (1) The statement containing particulars of expenditure required to be furnished under section 44(3) shall
be in Form No. 5 for each tax year.

(2) Form No. 5 shall be furnished to the Director General of Income-tax (Systems) or any person authorised by him,
one month prior to the due date for furnishing the return of income as specified under section 263(1).

28. Form of audit report for claiming deduction for certain preliminary expenses under section 44 and
expenditure for prospecting certain minerals under section 51.— The report of audit of the accounts of an assessee,
other than a company or a co-operative society, under section 44(6) or section 51(7), shall be furnished in Form No. 6.
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29. Prescribed authority and process of approval for expenditure on scientific research under section
45(1)(a)(ii) and (2).— (1) For the purposes of clause (b) read with clause (a)(ii) of section 45(1), the prescribed
authority shall be Principal Chief Commissioner of Income tax (Exemptions) in concurrence with the Secretary,
Department of Scientific and Industrial Research, Government of India.
(2) For the purposes of section 45(2),—
(a) the prescribed authority shall be Secretary, Department of Scientific and Industrial Research, Government
of India;
(b) no company shall be entitled for deduction under said section, unless it enters into an agreement with the
prescribed authority for co-operation in research and development facility and fulfils such conditions with
regard to maintenance of books of account and audit thereof and furnishing of reports in the manner
provided in this rule;
(c) the application for entering into an agreement specified in clause (b) shall be made by a company in Form
No.11;
(d) the prescribed authority shall,—
(i) if he is satisfied that the conditions mentioned in section 45(2) and specified in this sub-rule are
fulfilled, pass an order in writing in Form No. 14, approving the facility within four months from
the end of the month in which application is received;
(i1) where an application is rejected, a reasonable opportunity of being heard shall be granted to the
company; and
(iii) furnish a copy of such order to the Chief Commissioner of Income-tax having jurisdiction over
such company;
(e) approval of expenditure incurred on in-house research and development facility by a company shall be
subject to the following conditions,:—
(i) the facility should not relate purely to market research, sales promotion, quality control, testing,
commercial production, style changes, routine data collection or activities of similar nature;
(ii) the prescribed authority shall furnish electronically its report—
(A) in relation to the approval of in-house research and development facility in Part A of
Form No. 12;
(B) quantifying the expenditure incurred on in-house research and development facility by
the company during the tax year and eligible for deduction under section 45(2) in Part B of
Form No. 12;
(iii) the report in Form No. 12 referred to in sub-clause (ii) shall be furnished electronically by the
prescribed authority to the Chief Commissioner of Income-tax having jurisdiction over such
company within one hundred and twenty days,—
(A) of the grant of the approval, in a case referred to in sub-clause (ii)(A);
(B) of the submission of the audit report, in a case referred to in sub-clause (ii)(B);
(iv) the company shall maintain separate books of account for each approved facility which shall be
audited annually;
(v) areport of audit in Form No. 13 shall be furnished electronically to the Secretary, Department of
Scientific and Industrial Research on or before the due date specified in section 263(1)(c) for
furnishing the return of income, for each succeeding tax year;
(vi) the company shall attach copy of such audited annual account with the return of income to be
filed under section 263(1)(a) for each tax year;
(vii) the company shall ensure that the capital and revenue expenditure on in-house research and
development facility is reflected in the schedules or notes to accounts in the audited financial
statement of the company prepared for the purposes of its annual report and for the purposes of
computation of income-tax; and
(viii) the assets acquired by the approved facility shall be utilised only for the approved purpose and
shall not be disposed of without the approval of the Secretary, Department of Scientific and
Industrial Research.
(3) For the purposes of this rule, “audited” means the audit of accounts by an accountant, as defined in section
515(3)(b).

30. Prescribed authority and process of approval for expenditure on scientific research under section 45(3)(c). —
(1) For the purposes of section 45(3)(c)(i) to (iii), the head of the National Laboratory or the University or the Indian
Institute of Technology, as the case may be, shall be the prescribed authority.
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(2) For the purposes of section 45(3)(c)(iv), the Principal Scientific Adviser to the Government of India shall be the
prescribed authority.

(3) The application for obtaining approval of scientific research programme under section 45(3)(c) shall be made by a
sponsor in Form No. 7.

(4) The prescribed authority shall, if he is satisfied that it is feasible to carry out the scientific research programme
then, subject to other conditions specified in this rule, pass an order in writing in Form No. 8, approving such
programme within two months from the end of the month in which application is received, to be effective for such
period not exceeding five tax years.

(5) For the purposes of sub-rule (4), the Principal Scientific Adviser to the Government of India may authorise an
officer, not below the rank of a Deputy Secretary, to issue such order, after the scientific research programme has been
approved by him.

(6) A reasonable opportunity of being heard shall be granted to the sponsor before rejecting an application.

(7) Approval of a scientific research programme under section 45(3)(c) shall be subject to the following conditions:—

(a) the programme should not relate purely to market research, sales promotion, quality control, testing,
commercial production, style changes, routine data collection or activities of a like nature;
(b) the National Laboratory, University, Indian Institute of Technology or specified person, as the case may
be, shall maintain a separate account for each approved programme;
(c) the account shall be audited annually and a copy thereof shall be furnished to the Chief Commissioner of
Income-tax having jurisdiction over the sponsor on or before the due date specified in section 263(1)(c) for
furnishing the return of income, for each succeeding tax year;
(d) the following information or statement or report shall be submitted to the Chief Commissioner of
Income-tax having jurisdiction over the sponsor:—
(A) a report in Form No. 10 by the prescribed authority within a period of three months from the
date of granting approval to the programme showing progress of implementation of the approved
programme and actuals of expenditure incurred thereon, by the sponsor and the National
Laboratory, University, Indian Institute of Technology or specified person, as the case may be;
(B) a completion certificate along 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, jointly
by the sponsor and the National Laboratory, University, Indian Institute of Technology or specified
person, on completion of the approved programme;
(C) a copy of the audited statement of accounts for the approved programme, by the Head of the
National Laboratory, University or Indian Institute of Technology or the Principal Scientific Adviser
to the Government of India, within six months of the completion of the programme;
(e) the prescribed authority shall not extend the duration of the programme or approve any escalation in
costs; and
(f) the assets acquired by the National Laboratory, University, Indian Institute of Technology or specified
person, for executing the approved programme shall not be disposed of without the approval of the Chief
Commissioner of Income-tax having jurisdiction over the sponsor.

(8) The National Laboratory, University, Indian Institute of Technology or specified person shall issue a receipt of
payment for carrying out an approved programme of scientific research in Form No. 9.
(9) The sponsor, may, at least three months before the expiry of the effective period of the order passed under sub-rule
(4), make an application to the prescribed authority for passing a fresh order.
(10) For the purposes of this rule,

(a) “audited” means the audit of accounts by an accountant, as defined in the section 515(3)(b); and

(b) “sponsor” means a person who makes an application in Form No. 7.

31. Furnishing of statement of particulars in respect of donation and certificate to donor under section
45(4)(a).— (1) For the purposes of section 45(4)(a), the deduction in respect of any sum paid to the research
association, University, college or other institution referred to in 45(3)(a) or the company referred to in 45(3)(b) shall
not be allowed, unless such research association, University, college or other institution or company—
(a) prepares statement in Form No. 15 for each tax year and deliver or cause to be delivered to the Director
General of Income-tax (Systems) or the person authorised by him; and
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(b) furnish to the donor, a certificate specifying the amount of donation in Form No. 16
(2) The research association, University, college or other institution or company shall, while aggregating the amounts
for determining the sums received for reporting in respect of any person, —
(a) take into account all the donations of the same nature paid by that person during the tax year; and
(b) proportionately attribute the value of the donation or the aggregated value of all the donations to all the
persons, in a case where the donation is recorded in the name of more than one person and where no
proportion is specified by the donors, attribute equally to all the donors.
(3) The person who is authorised to verify the return of income under section 265 shall verify Form No. 15.
(4) Statement of particulars in Form No. 15 and the certificate to the donor in Form No. 16 shall be furnished on or
before the 31st May, immediately following the tax year in which the donation is received.

32. Procedure, form and manner in respect of approval under section 45(4) read with section 45(3)(a) for
deduction for expenditure on scientific research by a research association.— (1) An application for approval under
section 45(4)(b) in Form No. 17 shall be made to the Commissioner of Income-tax having jurisdiction over the
applicant, at any time during the financial year immediately preceding the tax year from which the approval is sought.

(2) Where approval is sought—
(a) from the tax year 2026-2027; or
(b) from the tax year in which the applicant is incorporated,
the application for approval may be made at any time during the said tax year.

(3) The person who is authorised to verify the return of income under section 265, as applicable to the applicant shall
verify Form No. 17.

(4) If the research association claims an exemption as per Schedule I1I [Table: Sl. No. 23], then the Annexure to Form
No. 17 shall also be filled out.

(5) The applicant shall send a copy of the application to Member (IT), Central Board of Direct Taxes accompanied by
its acknowledgement receipt as evidence of having furnished the application as per sub-rule (1).

(6) Where an application is made under sub-rule (1), every notification under section 45(4)(b) shall be issued or an
order rejecting the application shall be passed by the Central Government recording reasons therefor in writing,
within twelve months from the end of the quarter in which such application was received in the office of Member
(IT), CBDT.

(7) Any notification issued by the Central Government under section 45(4)(b) shall, at any time, have effect for such
tax year or years, not exceeding five tax years as may be specified in such notification.

(8) If any defect is noticed in the application, or if any relevant document is not attached thereto, the Commissioner of
Income-tax shall serve a deficiency letter on the applicant before the expiry of one month from the end of the month
in which application is received in his office.

(9) The applicant shall remove the deficiency referred to in sub-rule (8) within a maximum period of one month from
the end of the month in which the deficiency letter is served and if the applicant fails to remove such deficiency
within the period so allowed, the Commissioner of Income-tax shall send his recommendation for treating the
application as invalid to the Member (IT), Central Board of Direct Taxes.

(10) The Central Government, if satisfied, may pass an order, for reasons to be recorded in writing, treating the
application as invalid.

(11) If the application is complete 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 research association or University or college or
other institution and send his recommendation to the Member (IT), CBDT for grant of approval or rejection of the
application before the expiry of the period of three months from the end of the quarter in which the application was
received in his office.
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(12) The Central Government may, before granting approval under section 45(4)(b), call for such documents or
information from the applicant as it may consider necessary and may get any inquiry made for verification of the
genuineness of the activity of the applicant.

(13) The Central Government may withdraw the approval granted under section 45(4)(b), 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 accordance with all or any of the conditions specified under rule 33 or rule 34.

(14) 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.

(15) 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 having jurisdiction over the applicant.

(16) The applicant, may, at least three months before the expiry of the effective period of the notification issued under
sub-rule (6), make an application to the Commissioner of Income-tax having jurisdiction over the applicant for issue
of a fresh notification.

33. Conditions subject to which approval is to be granted to a research association for deduction for
expenditure on scientific research under section 45(4) read with section 45(3)(a).— (1) The sole object of the
applicant research association shall be to undertake scientific research or research in social science or statistical
research, as the case may be.
(2) The applicant research association shall carry on the research activity by itself.
(3) The research association seeking approval under section 45(4)(b) shall—
(a) maintain books of account;
(b) get such books audited by an accountant as defined in the section 515(3)(b); and
(c) furnish the report of such audit duly signed and verified by such accountant to the Commissioner of
Income-tax having jurisdiction over the research association, by the due date of furnishing the return of
income under section 263(1).
(4) The research association shall maintain a separate statement of donations received and amount applied for
scientific research or research in social science or statistical research and a copy of such statement duly certified by
the auditor shall accompany the report of audit referred to in sub-rule (3).
(5) The research association shall, by the due date of furnishing the return of income under section 263(1), furnish a
statement to the Commissioner of Income-tax containing—
(a) a detailed note on the research work undertaken by it during the tax year;
(b) a summary of research articles published in national or international journals during the tax year;
(c) any patent or other similar rights applied for or registered during the tax year; and
(d) programme of research projects to be undertaken during the forthcoming tax year and the financial
allocation for such programme.
(6) If it is found by the Commissioner of Income-tax that the research association,—
(a) is not maintaining books of account; or
(b) has failed to furnish its audit report; or
(c) has not furnished its statement of the sums received and the sums applied for scientific research or
research in social science or statistical research or a statement referred to in sub-rule (5); 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 (a) to (e), to
the Central Government within six months from the date of furnishing the return of income under section 263(1).

34. Conditions subject to which approval is to be granted to a University, college or other institution for
deduction for expenditure on scientific research under section 45(4) read with section 45(3)(a).— (1) The sum
paid to a University, college or other institution shall be used for scientific research and research in social science or
statistical research.

(2) The applicant University, college or other institution shall carry out scientific research, research in social science
or statistical research through its faculty members or its enrolled students.

(3) A University or college or other institution approved under section 45(4)(b), shall—
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(a) maintain separate books of account in respect of the sums received by it for scientific research or, as the
case may be, for research in social science or statistical research;
(b) reflect therein the amount used for carrying out research;
(c) get such books of account audited by an accountant, as defined in the section 515(3)(b); and
(d) 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
section 263(1).
(4) The University or college or other institution shall maintain a separate statement of donations received and the
amount used for research and a copy of such statement duly certified by the auditor shall accompany the report of
audit referred to in sub-rule (3).
(5) The University, college or other institution shall, by the due date of furnishing the return of income under section
263(1), furnish a statement to the Commissioner of Income-tax containing—
(a) a detailed note on the research work undertaken by it during the tax year;
(b) a summary of research articles published in national or international journals during the tax year;
(c) any patent or other similar rights applied for or registered during the tax year;
(d) the programme of research projects to be undertaken during the forthcoming tax year and the financial
allocation for such programme.
(6) If it is found by the Commissioner of Income-tax that the University or college or other institution—
(a) is not maintaining separate books of account for research activities; or
(b) has failed to furnish its audit report; or
(c) has not furnished its statement of the sums received and the sums used for research or a statement
referred to in sub-rule (5); 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 (a) to (e) to the
Central Government within six months from the date of furnishing the return of income under section 263(1).

35. Prescribed authority, procedure, form, manner and conditions for approval by a company for deduction for
expenditure on scientific research under section 45(3)(b).— (1) For the purposes section 45(3)(b), the prescribed
authority shall be the Chief Commissioner of Income-tax having jurisdiction over the applicant.
(2) The procedure, form and manner in respect of approval under section 45(3)(b) shall be as under:—
(a) An application for approval under section 45(3)(b) by a company shall be made in Form No. 17 to the
Commissioner of Income-tax having jurisdiction over the applicant, at any time during the financial year
immediately preceding the tax year from which the approval is sought.
(b) where approval is sought—
(i) from the tax year 2026-2027;
(i1) from the tax year in which the applicant is incorporated,
application for approval may be made at any time during the said tax year.
(¢) The person who is authorised to verify the return of income under section 265, as applicable to the
applicant shall verify Form No. 17.
(d) The applicant shall send a copy of the application to the prescribed authority, accompanied by the
acknowledgement receipt as evidence of having furnished the application as per sub-rule (2)(a).
(e) Every order for approval under section 45(3)(b) shall be issued, or an order rejecting the application shall
be passed, within a period of twelve months from the end of the quarter in which the application was
received in the Office of the Chief Commissioner of Income-tax.
(f) If any defect is noticed in the application in Form No. 17, or if any relevant document is not attached
thereto, the Commissioner of Income-tax shall serve a deficiency letter on the applicant before the expiry of
one month from the end of the month in which application is received in his office.
(g) The applicant shall remove the deficiency within a maximum period of one month from the end of the
month in which the deficiency letter is served and if the applicant fails to remove the deficiency within the
period so allowed, the Commissioner of Income-tax shall send his recommendation for treating the
application as invalid to the Chief Commissioner of Income-tax.
(h) The Chief Commissioner of Income-tax may, after examining the re-commendations referred to in clause
(g), pass an order that the application is invalid.
(i) If the application form is complete 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
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application, before the expiry of the period of three months from the end of the quarter in which the
application was received in his office.
(j) The Chief Commissioner of Income-tax may, before granting approval under section 45(3)(b), call for
such documents or information from the applicant as he considers necessary and may get any inquiry made
for verification of the genuineness of the activity of the applicant.
(k) The Chief Commissioner of Income-tax may, under section 45(3)(b), pass an order granting approval to
the company, or for reasons to be recorded in writing, reject the application.
(1) The Chief Commissioner of Income-tax, as referred in sub-rule (1), may withdraw the approval granted
under section 45(3)(b), if he is satisfied that the company has ceased to carry on its activities or its activities
are not genuine or are not being carried on in accordance with all or any of the conditions under this rule.
(m) 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.
(n) 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.
(o) Any order passed by the Chief Commissioner of Income-tax under this rule shall, at any one time, have
effect for such tax year or years, not exceeding five tax years, as may be specified in the order.
(p) The applicant, may, at least three months before the expiry of the effective period of the order issued
under sub-rule (2)(e), make an application to the Commissioner of Income-tax having jurisdiction over the
applicant for passing a fresh order.
(3) Approval to a company under section 45(3)(b) shall be subject to the following conditions:—

(a) the sum paid to the company shall be used for scientific research;
(b) the applicant company shall carry on scientific research through its own employees using its own assets;
(c) a company approved under section 45(3)(b), shall maintain separate books of account in respect of the
sums received by it for scientific research, reflect therein the amount used for carrying on research, get such
books of account audited by an accountant as defined under section 515(3)(b), 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 section 263(1)(c).
(d) the company shall maintain a separate statement of donations received and the amount used for research
and a copy of such statement duly certified by the auditor shall accompany the report of audit referred to in
clause (¢);
(e) subsequent to approval, the company shall, every year, by the due date of furnishing the return of income
under section 263(1)(c), furnish a statement to the Commissioner of Income-tax having jurisdiction over the
case containing the following information:—

(i) a detailed note on the research work undertaken by it during the tax year;

(i1) a summary of research articles published in national or international journals during the tax

year;

(iii) any patents or other similar rights applied for or registered during the tax year;

(iv) programme of research projects to be undertaken during the forthcoming year and the financial

allocation for such subjects; and
(f) if it is found by the Commissioner of Income-tax that the company,—

(1) is not maintaining separate books of account for research activities; or

(i1) has failed to furnish its audit report; or

(iii) has not furnished its statement of the sums received and the sums used for research, or a

statement referred to in clause (e); or

(iv) has ceased to carry on its research activities, or its activities are not genuine; or

(v) is not fulfilling the conditions subject to which approval was granted tso it,
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 section 263(1).

36. Procedure for notification of an affordable housing project as a specified business under section
46(11)(d)(vii) and a semiconductor wafer fabrication manufacturing unit as a specified business under section
46(11)(d)(xiii).— (1) The applicant shall apply for notification of—
(a) an affordable housing project (herein referred to as “the project”) as a specified business under section
46(11)(d)(vii), in Form No. 18; or
(b) a semiconductor wafer fabrication manufacturing unit (herein referred to as “the unit”) as a specified
business under section 46(11)(d)(xiii), in Form No. 19.
(2) The notification mentioned in sub-rule (1) shall be in accordance in with the following procedure,:—
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(a) the person shall apply for notification of the project or the unit in Form No. 18 or Form No. 19, as the
case may be, to Member (IT), Central Board of Direct Taxes, Department of Revenue, Ministry of Finance,
New Delhi;
(b) if any defect is noticed in the application or if any relevant document, as required is not attached, a
deficiency letter may be served on the applicant;
(c) the applicant shall remove the deficiency within one month from the end of the month in which such
deficiency letter is served;
(d) where the applicant fails to remove the deficiency within the period specified in clause (c), the Board, if
satisfied, may pass an order treating the application as invalid;
(e) the Board may, before granting approval, call for such details, documents or information from the
applicant as well as from the income-tax authorities and other Departments or agencies, as it may deem fit;
(f) the Board may issue the notification granting approval to the project or the unit, as the case may be, or
reject the application, after recording the reasons for rejection in writing;
(g) the Board may withdraw the approval in the case of a project or a unit, if it is satisfied that—
(1) the assessee has ceased its activities relating to the specified business; or
(ii) such activities are not genuine or are not being carried out in accordance with all or any of the
conditions under section 46 or under this rule;
(h) the Board may also withdraw the approval in respect of a unit under section 46(11)(d)(xiii), if it is
satisfied that the approval granted by the competent authority on the recommendations of the Appraisal
Committee under the Modified Special Incentive Package Scheme of the Department of Electronics and
Information Technology has been withdrawn;
(1) an opportunity of being heard shall be given to the applicant, if an order invalidating or rejecting the
application or withdrawing the approval or cancellation of the notification, were to be passed; and
(j) a copy of order mentioned in clause (i) shall be communicated to the applicant as well as the Assessing
Officer and the Commissioner having jurisdiction over the applicant;

(3) The applicant mentioned in sub-rule (1) shall maintain separate books of account with complete details of all

capital expenditure incurred during the tax year for which it intends to claim the said deduction under section 46 and

shall file the relevant income-tax returns by the due date to avail the tax benefit under the said section.

(4) A project notified under section 46(11)(d)(vii) or a unit notified under section 46(11)(d)(xiii), as the case may be,

shall continue to be governed by the provisions of this rule to the extent it is not in contravention with the provisions

of the Act.

(5) A project shall be considered for notification under section 46(11)(d)(vii), if it fulfils the following conditions,:—
(a) the project shall have prior sanction of the competent authority empowered under the Scheme of
Affordable Housing in Partnership framed by the Ministry of Housing and Urban Affairs, Government of
India;

(b) the date of commencement of operations of the project shall be on or after the 1st April 2011;
(c) the project shall be on a plot of land with a minimum area of one acre and out of the total allocable
rentable area of the project, the affordable housing units shall comprise of at least—
(1) 30% for Economically Weaker Section (EWS) category;
(i1) 60% for Economically Weaker Section (EWS) and Lower Income Group (LIG) categories; and
(iii) 90% for Economically Weaker Section (EWS), Lower Income Group (LIG) and Middle
Income Group (MIG) categories;
(d) the remaining 10% or less of the total allocable rentable area of the project may comprise of other
residential or commercial units;
(e) the design, layout and specifications of the project to be developed and built shall be approved by the
State Government or Union territory Administration or its designated implementing agency; and
(f) the project shall be completed within a period of five years from the end of the tax year in which the
project is sanctioned by the competent authority mentioned in clause (a).
(6) A unit shall be considered for notification under section 46(11)(d)(xiii), if it fulfils the following conditions:—
(a) the unit shall be exclusively for the manufacture of semiconductor wafer fabrications;
(b) the unit shall have prior approval of the competent authority on the recommendations of Appraisal
Committee under the Modified Special Incentive Package Scheme notified by the Department of Electronics
and Information Technology, Ministry of Communications and Information Technology, Government of
India;
(c) the date of commencement of operations, being the date on which the commercial production of the unit
commences, shall be on or after the 1st April 2014; and
(d) the unit may have one or more manufacturing facilities, but all the facilities shall be located in India.
(7) For the purposes of sub-rule (5),—



1562 THE GAZETTE OF INDIA : EXTRAORDINARY [PART II—SEC. 3(i)]

(a) "affordable housing units" shall be of the following categories:

Category Rentable Area (in square metres)
Specified cities Other cities
Economically Weaker Up to 25 Up to 30
Sections (EWS)
Low Income Group (LIG) Greater than 25 and Greater than 30 and
up to 50 up to 60
Middle Income Group Greater than 50 and Greater than 60 and
MIG) up to 70 up to 85;

(b) "date of commencement of operations" means the date on 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 Affairs, Government of India, for a project to be considered for notification
under section 46(11)(d)(vii);
(c) "housing unit" means an independent residential unit with separate facilities for living, cooking and
sanitary requirements, distinctly separated from other residential units within the building —
(i) directly accessible from an outer door or through an interior door in a shared hallway and not by
walking through another household's living space; and
(i1) excluding any shared dining areas;
(d) "project" means an affordable housing project;
(e) "rentable area" means the carpet area at any floor level, including the carpet area of kitchen, pantry,
store, lavatory, bathroom, 50% of unglazed verandah and 100% of glazed verandah, in accordance with the
provisions of the Indian Standard - Method of Measurement of Plinth, Carpet and rentable Areas of
Buildings, IS 3861:2002, formulated and published by the Bureau of Indian Standards;
(f) "specified cities" mean—
(1) the urban agglomerations comprising of the area included on the basis of the latest census, of
Greater Mumbai, Delhi, Kolkata, Chennai, Hyderabad, Bangalore, Ahmedabad,
(ii) the districts of Faridabad, Gurgaon, Gautham Budh Nagar, Ghaziabad, Gandhinagar; and
(iii) the city of Secunderabad; and
(g) "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.
(8) For the purposes of sub-rule (6),—
(a) "competent authority" means the authority approving the unit under the Modified Special Incentive
Package Scheme notified by the Government of India, Ministry of Communications and Information
Technology, Department of Electronics and Information Technology;
(b) "date of commencement of operations" means the date on which the commercial production of the unit
commences;
(c) "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; and
(d) "unit" means a manufacturing facility for semiconductor wafer fabrications.

37. Procedure for approval of agricultural extension project under section 47(1)(a).— (1) The agricultural
extension project (herein referred as the project) shall be considered for notification, if it fulfils the following
conditions,:—
(a) the project shall be undertaken by an assessee for training, education and guidance of farmers;
(b) the project shall have prior approval of the Ministry of Agriculture and Farmers Welfare, Government of
India; and
(c) an expenditure (not being expenditure in the nature of cost of any land or building) exceeding the amount
0f X 25,00,000 is expected to be incurred for the project.
(2) Before undertaking any project, an assessee shall make an application in Form No. 20 to the Member (IT), CBDT
for notification of such project under section 47(1)(a).
(3) The application referred to in sub-rule (2) shall also be accompanied by—
(a) a letter approving the project and specifying the amount of expenditure expected to be incurred on the
project, from the Ministry of Agriculture and Farmers Welfare, Government of India;
(b) a detailed note on the agricultural extension project to be undertaken by the assessee; and
(c) details of the expenditure expected to be incurred on the project and expected date of completion of the
project.
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(4) Where any defect is noticed in the application referred to in sub-rule (2) or a relevant document is not attached
thereto, the Board shall, before the expiry of one month from the end of the month in which the application is
received in its office, intimate the defect to the applicant for its rectification.
(5) The applicant shall remove the defect within a period of one month form the end of the month in which intimation
letter is served on him.
(6) Where the applicant fails to remove the deficiency within the period mentioned in sub-rule (5), the Board shall,
within one month from the time period specified in the said sub-rule, pass an order treating the application as invalid.
(7) If the application is complete in all respects, the Board shall, within two months from the end of the quarter in
which it receives such application, issue a notification under section 47(1)(a) in Form No. 21 specifying the project,
subject to the conditions mentioned in rule 38 or such other conditions, as it may deem fit, to be effective for such
period not exceeding three tax years.
(8) The assessee, may, at least three months before the expiry of the effective period of the notification issued under
sub-rule (7), make an application to the Board for notification of such project for a further period.
(9) The Board shall, after receiving the application under sub-rule (8), call for a report from the Commissioner of
Income-tax, having jurisdiction over the case regarding the activities of the project during the period of notification
and fulfilment of conditions specified in rule 38 including any other conditions, if any, subject to which the project
was notified under sub-rule (7).
(10) On being satisfied with the report received under sub-rule (9) on the project, the Board may, within two months
from the end of the quarter in which it receives application referred to in sub-rule (8), notify the said project for a
further period not exceeding three tax years.
(11) The Board may, on being satisfied that—

(a) the assessee has ceased its activities, or that its activities are not genuine; or

(b) its activities are not being carried out in accordance with all or any of the relevant provisions of this rule

or rule 38; or

(c) its activities are not being carried out in accordance with all or any of the conditions subject to which the

notification was issued,
pass an order for revocation of the notification issued under sub-rule (7) or sub-rule (10) after providing a reasonable
opportunity of being heard.
(12) A copy of notification, approval, rejection, or cancellation shall be communicated to—

(a) the applicant;

(b) the Ministry of Agriculture and Farmers Welfare, Government of India;

(¢) the Commissioner of Income-tax having jurisdiction over the applicant;

(d) the Department of Agriculture of the concerned State; and

(e) the Agricultural Technology Management Agency of the concerned district.

38. Conditions for notification of agricultural extension projects under section 47(1)(a).— (1) The assessee
undertaking an agricultural extension project (herein referred as the project) shall maintain separate books of account
of the project notified under section 47(1)(a) and get such books of account audited by an accountant as defined under
section 515(3)(b).
(2) The audit report referred to in sub-rule (1) shall include comments of the auditor on the true and fair view of the
books of account maintained for the project, the genuineness of the activities of the project, and fulfilment of the
conditions specified in the relevant provisions of the Act, the rules, or a notification issued under rule 37.
(3) The assessee shall not accept an amount exceeding the amount approved in the notification from the beneficiary
under the eligible project for training, education, guidance, or any material distributed for such training, education or
guidance.
(4) The assessee shall not derive any direct or indirect benefit from the notified project except for the deduction of
eligible expenditure in accordance with section 47(1)(a), rule 37 and this rule.
(5) The expenses, eligible for deduction under section 47(1)(a), shall be all expenses incurred wholly and exclusively
for undertaking an eligible project as reduced by
(a) the amount received from the beneficiary;
(b) the cost of any land or building;
(c) any expenditure on the project that is reimbursed or reimbursable to the assessee by any person, whether
directly or indirectly.
(6) The assessee shall, on or before the due date of furnishing the return of income under section 263(1), furnish the
following to the Commissioner of Income-tax having jurisdiction over the assessee:—
(a) the audited statement of accounts of the project for the tax year along with the audit report and the
amount of deduction claimed under section 47(1)(a);
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(b) a note on the project undertaken during the tax year, the programme of the project to be undertaken
during the current year, and the financial allocation for such programme; and
(c) a certificate from the Ministry of Agriculture and Farmers Welfare, Government of India, regarding the
genuineness of the project undertaken by the assessee during the tax year.
(7) If it is found by the Commissioner of Income-tax that—
(a) the assessee has not maintained separate books of account for the project or has not got such books of
account audited by an accountant in accordance with sub-rule (1); or
(b) the assessee has not furnished the documents referred to in sub-rule (6); or
(c) the assessee has ceased to carry out activities of the project; or
(d) the activities of the project of the assessee are not genuine; or
(e) the activities of the project are not being carried out in accordance with the relevant provisions of the Act,
rules, or the conditions subject to which the notification was issued under rule 37,
he may, after making appropriate inquiries, furnish a report on the circumstances referred to in clauses (a) to (e) to the
Board for appropriate action as per the provisions of rule 37(11).

39. Procedure for approval of skill development projects under section 47(1)(b).— (1) A skill development project
(herein referred as the project) shall be considered for notification, if it is undertaken by an eligible company and the
project is undertaken in a separate facility in a training institute.

(2) Before undertaking any project, the eligible company shall make an application in Form No. 22 to the National
Council for Vocational Education and Training (herein referred to as “National Council”) for notification of such
project under section 47(1)(b).

(3) A copy of the application shall also be sent to the Commissioner of Income-tax having jurisdiction over the
applicant, along with an acknowledgment receipt as evidence of furnishing of application to the National Council.

(4) The application shall be accompanied by—
(a) a letter of concurrence from the training institute in which the project is to be undertaken;
(b) a detailed note on the skill development project to be undertaken by the eligible company; and
(c) details of the expenditure expected to be incurred on the project and expected date of completion of the
project.
(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 National Council shall, before the expiry of one month from the end of the month in which the application
is received in its office, intimate the defect to the applicant for its rectification.
(6) The applicant shall remove the defect within a period of one month from the end of the month in which the
intimation letter for removal of the deficiency is served.
(7) Where the applicant fails to remove the deficiency within the period mentioned in sub-rule (6), the National
Council shall send its recommendation for treating the application as invalid to the Board.
(8) On receipt of the recommendation of the National Council under sub-rule (7), the Board, if satisfied, may pass an
order treating the application as invalid.
(9) If the application is complete in all respects,—
(i) the National Council may make such inquiry or call for such documents from the eligible company or the
training institute as it may consider necessary for satisfying itself regarding the genuineness of the current
and proposed activity of the applicant relating to skill development; and
(i1) send its recommendation to the Board for grant of approval or rejection of the application before the
expiry of two months from the end of the month in which the application, complete in all respects, was
received in its office.
(10) The Commissioner of Income-tax having jurisdiction over the applicant shall send his recommendation to the
National Council for grant of approval or rejection of the application, after considering the compliance of the
applicant with the various provisions of the Act before the expiry of one month from the end of the month in which
the copy of the application was received in his office.
(11) If the National Council recommends the grant of approval under sub-rule (9), the Board shall within two months
from the end of the quarter in which it receives the report from the National Council, issue a notification in Form No.
23 under section 47(1)(b), specifying the project, subject to conditions mentioned in rule 40 or such other conditions,
as it may deem fit, to be effective for such period not exceeding three tax years.
(12) If the National Council recommends the rejection of the application under sub-rule (9), the Board shall pass an
order rejecting the application.
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(13) If the Board is satisfied with the activities of the project during the period of notification, it may notify the said
project for a further period in consultation with the National Council.
(14) If the Board is satisfied that—
(a) the eligible company or the training institute has ceased its activities, or that its activities are not genuine;
or
(b) that its activities are not being carried out in accordance with—
(i) all or any of the relevant provisions of the Act or this rule or rule 40; or
(i1) the conditions subject to which the notification was issued,
it may pass an order for revocation of the notification issued under sub-rule (11) or sub-rule (13) after
providing a reasonable opportunity of being heard.
(15) A copy of notification, approval, rejection, or cancellation shall be communicated to—
(a) the applicant;
(b) the National Council;
(¢) the training institute; and
(d) the Commissioner of Income-tax having jurisdiction over the applicant.

40. Conditions subject to which a skill development project is to be notified under section 47(1)(b).— (1) The
company undertaking a skill development project (herein referred as the project) shall maintain separate books of
account for the project notified under section 47(1)(b) and get such books of account audited by an accountant as
defined in section 515(3)(b).
(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 the project, the genuineness of the activities of the project, and the fulfilment of
the conditions specified in the relevant provisions of the Act, rules, or the conditions mentioned in a notification
issued under rule 39.
(3) A project in respect of existing employees of the company shall not be eligible for notification under section
47(1)(b), where the training of such employees commences after six months of their recruitment.
(4) The expenses, eligible for deduction under section 47(1)(b), shall be all expenses incurred wholly and exclusively
for undertaking an eligible project as reduced by—

(a) the cost of any land or building; and

(b) any expenditure on the project that is reimbursed or reimbursable to the assessee by any person, whether

directly or indirectly.
(5) The company shall, on or before the due date of furnishing the return of income under section 263(1), furnish the
audited statement of accounts of the project for the tax year along with the audit report and the amount of deduction
claimed under section 47(1)(b), to the Commissioner of Income-tax having jurisdiction over the company.
(6) If it is found by the Commissioner of Income-tax that—

(a) the company has not maintained separate books of account for the project or has not got such books of

account audited by an accountant in accordance with sub-rule (1); or

(b) the company has not furnished the documents referred to in sub-rule (5); or

(c) the company has ceased to carry out activities of the project; or

(d) the activities of the project of the company are not genuine; or

(e) the activities of the project of the company are not being carried out in accordance with the relevant

provisions of the Act, rules, or the conditions subject to which the notification was issued under rule 39,
he shall, after making appropriate inquiries, furnish a report on the circumstances referred to in clauses (a) to (e) to
the Board for appropriate action under rule 39(14).

(7) If the National Council for Vocational Education and Training is not satisfied about the genuineness of the
activities of the notified project, it shall send its recommendation to the Board for appropriate action under rule
39(14).

(®) For the purposes of this rule and rule 39,—
(a)"eligible company" means a company, which is-

(1) engaged in the business of manufacture or production of any article or thing, not being an article or thing
mentioned at serial numbers 1 and 2 of the list of articles or things specified in the Thirteenth Schedule; or
(i1) engaged in providing the following services:

1. accounting services;

2. architect services;

3. automobile repair or maintenance;
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4. banking, insurance and financial services including ATM installation, maintenance and operations
or banking correspondents or insurance agents;

5. beauty and cosmetology, including hair styling or manicurists or pedicurists;

6. cable operators or Direct To Home (DTH) services;

7. cargo Handling and stevedoring services;

8. construction including painting or woodwork or plumbing or flooring or electrical wiring or
installation or maintenance of lifts;

9. courier services;

10. design services including fashion or gems and jewellery or apparel or industrial designing;

11. event management;

12. facilities management, housekeeping, cleaning services;

13. fire and safety services;

14. food processing or preservation services, including post harvesting and post farm-gate skills;

15. health and Wellness services including spa or nutritionists or weight management or health
instructors or yoga or gym trainers;

16. home decor services, landscaping;

17. hospital and Healthcare services, such as Lab technicians, nursing and other paramedical staff;

18. hospitality, including culinary skills or catering services;

19. logistics and Transportation by any mode, 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 mineral resources, including hydrocarbons;

23. packaging and warehousing, including both ambient temperature storage and cold storage,
operation of internal container depots and container freight stations;

24, port and maritime services such as dredging, piloting, tug boat operations, shipbuilding, ship
scrapping and bunkering;

25. power sector services, including those required for erection or installation or maintenance of
equipment or towers, etc. in generation, transmission or distribution sector projects;

26. private security, including guards, supervisors, installation and maintenance of security equipment
etc.;

27. refrigeration and air-conditioning;

28. repair and maintenance services, including installation and servicing of household goods or white
goods;

29. retail marketing, including shop floor assistants or merchandisers;

30. telecom services, including erection and maintenance of towers; and

31. travel and tourism, including guides or ticketing or sales or cab drives;

(b) “National Council for Vocational Education and Training” means the National Council constituted by the Ministry
of Skill Development and Entrepreneurship vide Notification No. SD-17/113/2017-E&PW dated 05.12.2018;
(c) “State Council for Vocational Training" means a State Council for Training in Vocational Trades established by a
State Government; and
(d) "training institute" means a training institute—
(i)set up by the Central Government or a State Government or a local authority;
(ii)affiliated to a State Council for Vocational Training;
(iii)affiliated to, or approved by, or empanelled by, the National Council for Vocational Education and
Training;
(iv)affiliated to, or approved by, or empanelled by, the Central Government and certified by the National
Council for Vocational Education and Training as having training standards equivalent to training institutes
affiliated to the National Council for Vocational Education and Training; or
(v)affiliated to, or approved by or empanelled by, the State Government and certified by the National
Council for Vocational Education and Training or a State Council for Vocational Training as having training
standards equivalent to training institutes affiliated to the National Council for Vocational Education and
Training or, as the case may be, the State Council for Vocational Training.

41. Expenditure for obtaining right to use spectrum for telecommunication services.— (1) For the purposes of
section 52(7)(a) read with section 52(1)[Table: SI. No. 3], the term "actually paid" shall mean,—
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(a) where an assessee has opted and been allowed by the Department of Telecommunications,
Government of India to make full upfront payment of spectrum fee, the actual payment of expenditure,
irrespective of the tax year in which the liability for the expenditure was incurred, according to the method of
accounting regularly employed by the assessee; or
(b) 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 tax year in which the liability for
the expenditure was incurred, according to the method of accounting regularly employed by the assessee.
(2) In case of deferred payment referred to in sub-rule (1)(b), where there is failure by the assessee to comply with
any of the conditions specified by the scheme of the Department of Telecommunications, Government of India and
the Department of Telecommunications terminates the allotment or assignment of spectrum, the Assessing Officer, in
exercise of power vested in him under section 52(5), shall re-compute the total income of the assessee for the tax year
in which the deduction has been claimed and granted to him by deeming that—
(a) the total spectrum fee paid up to the date of termination is the amount "actually paid"; and
(b) the spectrum was in force up to the date of its termination for the purpose of determining the
number of tax years as required by section 52(1)[Table: SI. No. 3, C. D].

42. Special provision regarding interest on bad and doubtful debt of specified financial institution.— (1) The
provisions of section 56 shall apply in the case of every public financial institution, scheduled bank, State Financial
Corporation and State Industrial Investment Corporation, if its income from interest is related to following categories
of bad or doubtful debts,:—
(a) in relation to a loan or advance, where,—
(i) interest or instalment of principal remains overdue for a period of more than one hundred and
eighty days; or
(i1) the account remains out of order in respect of an overdraft or cash credit; or
(iii) the bill remains overdue for a period of more than one hundred and eighty days in the case of
bills purchased and discounted; or
(iv) the instalment of principal or interest thereon remains overdue for two crop seasons for short
duration crops; or
(v) the instalment of principal or interest thereon remains overdue for one crop season for long
duration crops; or
(vi) the amount of liquidity facility remains outstanding for more than one hundred and eighty days
for a securitisation transaction undertaken in terms of the Reserve Bank of India (Securitisation of
Standard Assets) Directions, 2021; or
(vii) in respect of derivative transactions, the overdue receivables representing positive mark-to-
market value of a derivative contract, if these remain unpaid for a period of one hundred and eighty
days from the specified due date for payment; and
(b) in relation to an account, where,—
(1) a working capital borrowal account with irregular drawings for a continuous period of one
hundred and eighty days even though the unit may be working or the borrower's financial position
is satisfactory and for this purposes the outstanding in the account based on drawing power
calculated from stock statements older than six months would be deemed as irregular; or
(i1) the regular or ad hoc credit limits have not been reviewed or renewed within one hundred and
eighty days from the due date or date of ad hoc sanction; or
(iii) there is erosion in the value of security and the realisable value of the security is less than 50%
of the value assessed by the bank or accepted by Reserve Bank of India at the time of last
inspection; or
(iv) the realisable value of the security, as assessed by the bank or approved valuers or Reserve
Bank of India is less than 10% of the outstanding in the borrowal accounts.
(2) The provisions of section 56 shall apply in the case of every public company, where its income by way of interest
pertains to the following category of bad and doubtful debts,:—
(a) (i) doubtful asset, that is, a debt which has remained a non-performing asset of the nature specified in
sub-clause (ii) for a period exceeding two years;
(i1) non-performing asset referred to in sub-clause (i) shall be the following:—
(A) an asset, in respect of which, interest has remained overdue for a period of more than one
hundred and eighty days;
(B) a term loan (other than the one granted to an agriculturist or to a person whose income is
dependent on the harvest of crops) inclusive of unpaid interest, when the instalment is overdue for a
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period of more than one hundred and eighty days or more or on which interest amount remained
overdue for a period of more than one hundred and eighty days;

(C) a demand or call loan, which remained overdue for a period of more than one hundred and
eighty days from the date of demand or call or on which interest amount remained overdue for a
period of more than one hundred and eighty days;

(D) a bill which remains overdue for a period of more than one hundred and eighty days;

(E) the interest in respect of a debt or the income on receivables under the head 'other current
assets' in the nature of short-term loans or advances, which facility remained overdue for a period of
more than one hundred and eighty days;

(F) any dues on account of sale of assets or services rendered or reimbursement of expenses
incurred, which remained overdue for a period of more than one hundred and eighty days;

(G) the lease rental and hire purchase instalment, which has become overdue for a period of more
than one hundred and eighty days;

(H) a term loan granted to an agriculturist or to a person, whose income is dependent on the harvest
of crops, if the instalment of principal or interest thereon remains unpaid—

(D) for two crop seasons beyond the due date if the income of the borrower is dependent
on short duration crops; or

(IT) for one crop season beyond the due date if the income of the borrower is dependent on
long duration crop;

(D in respect of loans, advances and other credit facilities (including bills purchased and
discounted), the balance outstanding under the credit facilities (including accrued interest) made
available to the same borrower or beneficiary when any of the above credit facilities becomes non-
performing asset; and

(b) loss asset, that is, an asset which has been identified as loss asset and considered as uncollectible but has
not been written off by the assessee.

(3) For the purposes of this rule—
(a) an overdraft or cash credit account shall be treated as “out of order” if—

(i) the outstanding balance in the overdraft or cash credit account remains continuously in excess of the
sanctioned limit or drawing power for one hundred and eighty days; or
(i) the outstanding balance in the overdraft or cash credit account is less than the sanctioned limit or drawing
power but there are no credits continuously for one hundred and eighty days, or the outstanding balance in the
overdraft or cash credit account is less than the sanctioned limit or drawing power but credits are not enough to
cover the interest debited during the previous one hundred and eighty days period;

(b) “long duration crop” means crop with crop season longer than one year;

(c) “public company” means a company,—
(1) which is a public company within the meaning of section 2(71) of the Companies Act, 2013 (18 of 2013);
(i) whose main object is carrying on the business of providing long-term finance for construction or purchase
of house in India for residential purposes; and
(iii) which is registered under section 29A of the National Housing Bank Act, 1987 (53 of 1987) or in
accordance with the Housing Finance Companies (NHB) Directions, 1989 or Non-Banking Financial
Company — Housing Finance Company (Reserve Bank) Directions, 2021 issued by the local Government.

(d) “short duration crop” means crop which is not a long duration crop;

(e) “the crop season for each crop” means the period up to harvesting of the crops raised, as may be as determined

by the State Level Bankers’ Committee in each State;

43. Form of report of audit to be furnished under section 59(4) for computation of royalty and fee for technical
services.— The report of audit of accounts of a non-resident (not being a company) or a foreign company for
computation of royalty and fee for technical services, which is required to be furnished under section 59(4), shall be
in Form No. 24.

44. Conditions to be fulfilled by a non-resident, engaged in the business of operation of cruise ships under
section 61(2) [Table: Sl. No. 2].— For the purposes of section 61(2) [Table: Sl. No. 2], a non-resident assessee,
engaged in the business of operation of cruise ships shall, —
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(a) operate a passenger ship having a carrying capacity of more than two hundred passengers or length of
seventy-five meters or more, for leisure and recreational purposes and having appropriate dining and cabin facilities
for passengers;

(b) operate such ship on scheduled voyage or shore excursion touching at least two sea ports of India or same
sea ports of India twice;

(o) operate such ship primarily for carrying passengers and not for carrying cargo; and

(d) operate such ship as per the procedure and guidelines if any, issued by the Ministry of Tourism or Ministry of
Ports, Shipping and Waterways.

45. Conditions to be fulfilled by a resident company for purposes of section 61(2) [Table: SI. No. 6].— (1) For
the purposes of section 61(2) [Table: Sl. No. 6], a resident company shall, —

(a) be establishing or operating electronics manufacturing facility or a connected facility for
manufacturing or producing electronic goods, article or thing in India under any scheme notified by the
Central Government in the Ministry of Electronics and Information Technology and as modified from time
to time; and

(b) not become ineligible for the such scheme at any time of the tax year for which tax is to be
calculated for the income of the non-resident.

2) For the purposes of this rule, ‘electronics goods’ shall mean goods covered under any scheme referred to in
sub-rule (1), including their supply chain ecosystem.

46. Maintenance of books of account under section 62.— (1) Every person required to keep and maintain books of
account and other documents under section 62(1)(b) shall maintain such books of account and other documents that
enable the Assessing Officer to compute his total income under the Act.
(2) Every person carrying on legal, medical, engineering or architectural profession or the profession of accountancy
or technical consultancy or interior decoration or profession of authorised representative or film artist, shall keep and
maintain the books of account and other documents specified in sub-rule (4).
(3) The provisions of sub-rule (2) shall not apply—
(i) in relation to any tax year in the case of any person, if his total gross receipts in the profession do not
exceed X 150000 in any one of the three years immediately preceding the tax year; or
(i1) where the profession has been newly set up in the tax year, his total gross receipts in the profession for
that year are not likely to exceed the said amount.
(4) The books of account and other documents referred to in sub-rule (2) shall be the following:—

(a) a cash book; or

(b) a journal, if the accounts are maintained according to the mercantile system of accounting; or

() a ledger; or

(d) for sums equal to or exceeding two hundred and fifty rupees, copies of bills or receipts issued by
him; or

(e) original bills and receipts in respect of expenditure equal to or exceeding two hundred and fifty
rupees incurred by the person and issued to him; or

® payment vouchers prepared and signed by the person, where the expenditure incurred does not

exceed two hundred and fifty rupees, and the cash book maintained by the person does not contain adequate
particulars in respect of such expenditure;
(5) In this rule,—

(a) "authorised representative" means a person who represents any other person, on payment of any fee
or remuneration before—

)] any Tribunal; or

(i1) any authority constituted or appointed by or under any law for the time being in force;

but does not include an employee of the person so represented or a person carrying on legal profession or a
person carrying on the profession of accountancy;

(b) "cash book" means a record of all cash receipts and payments, kept and maintained 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
month;
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(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—

(1) an actor; or

(i1) a cameraman; or

(iii) a director, including an assistant director; or

(iv) a music director, including an assistant music director; or

(v) an art director, including an assistant art director; or

(vi) a dance director, including an assistant dance director; or

(vii) an editor; or
(viii)  asinger; or

(ix) a lyricist; or
x) a story writer; or
(xi) a screen-play writer; or

(xii) a dialogue writer; or
(xiil)  adress designer.

(6) A person carrying on medical profession shall, in addition to the books of account and other documents specified
in sub-rule (4), keep and maintain the following:—
(1) a daily case register in Form No. 25;
(i1) an inventory under broad heads, as on the first and the last day of the tax year, of the stock of drugs,
medicines and other consumable accessories used for the purpose of his profession;
(7) The books of account and other documents specified in sub-rules (1), (4) and (6) other than those relating to a tax
year which has come to an end shall be kept and maintained by the person at—
(a) the place where he is carrying on the profession; or
(b) where the profession is carried on in more places than one, at the principal place of his profession; or
(c) if the person keeps and maintains separate books of account in respect of each place where the profession
is carried on, such books of account and other documents may be kept and maintained at the respective
places at which the profession is carried on.
(8) The books of account and other documents specified in sub-rules (1), (4) and (6) maintained in electronic mode
shall remain accessible in India at all times, and the backup of such books of account and other documents maintained
in electronic mode, shall be kept on a daily basis in servers physically located in India.
(9) The books of account and other documents specified in sub-rules (1), (4) and (6) shall be kept and maintained for
a period of seven tax years from the end of the relevant tax year.
(10) Where the assessment in relation to any tax year has been reopened under section 279 or under section 147 of the
Income-tax Act, 1961 (43 of 1961), as it existed prior to its repeal, all the books of account and other documents
which were kept and maintained at the time of reopening of the assessment shall continue to be so kept and
maintained till the assessment, so reopened has been completed.

47. Report of audit of accounts to be furnished under section 63.— (1) The report of audit of the accounts of a
person required to be furnished under section 63 shall,—

(a) in the case of a person who carries on business or profession and who is required by or under any law
other than the Act to get his accounts audited, be in Part A of Form No. 26;

(b) in the case of a person who carries on business or profession, but not being a person referred to in clause
(a), shall be in Part B of Form No. 26.

(2) The particulars required to be furnished under section 63 shall also be in Part C and D of Form No. 26.

(3) The report of audit furnished under this rule may be revised by the person by obtaining a revised report of audit
from an accountant as defined in section 515(3)(b), duly signed and verified by such accountant, and shall furnish it
before the end of the relevant financial year succeeding the tax year for which the report pertains, if there is payment
by such person after furnishing of the report under sub-rules (1) and (2) which necessitates recalculation of the
disallowance under section 35 or section 37.

48. Other electronic modes of payment.— For the purposes of Schedule VIII [Table: SL.No. 1. D(d)], section 66(32),
section 146(5)(a)(ii)(B), sections 185, 186 and 188, the other electronic modes of payment shall be the following:—
(a) Credit card;

(b) Debit card;

(c) Net banking;
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(d) IMPS (Immediate Payment Service);

(e) UPI (Unified Payment Interface);

(f) RTGS (Real Time Gross Settlement);

(g) NEFT (National Electronic Funds Transfer);

(h) BHIM (Bharat Interface for Money) Aadhaar Pay; and

(1) Tier-1II: Full KYC Central Bank Digital Currency wallets, P-CBDC, Wholesale/Cross-border CBDC.

49. Computation of capital gains for purposes of section 67(5).— (1) If a person receives any amount under a
specified unit-linked insurance policy, including any bonus allocated on such policy, then the capital gains arising
from receipt of such amount in situations referred in column B of the following Table shall be computed according to
column C thereof;

Table
SI. No. Situations Capital gains
A B C
1. Where the amount is received | A-B
for the first time during the tax | Where,
year A=the amount received for the first time, including the amount

allocated by way of bonus on such policy; and

B=the aggregate of the premium paid during the term of the
specified unit linked insurance policy till the date of receipt of the
amounts referred to as 'A'.

2. Where the amount is received | C-D
during the tax year, at any time | Where, —
after the receipt of the amount C=the amount received during the tax year, at any time after the
as referred to in S1.No.1 receipt of the amount as referred to in S1.No.1, including the amount

allocated by way of bonus on such policy excluding the amount that
has already been considered for calculation of taxable amount under
this sub-rule during the earlier tax year or years; and

D =the aggregate of the premium paid during the term of the
specified unit linked insurance policy till the date of receipt of the
amount referred to as 'C', as reduced by the premium that has
already been considered for calculation of taxable amount under this
sub-rule during the earlier tax year or years.

(2) The capital gains as computed under sub-rule (1) shall be deemed to be the capital gains arising from the transfer
of a unit of an equity-oriented fund set up under a scheme of an insurance company that includes unit linked
insurance policies.

(3) In this rule, the expression "specified unit linked insurance policy" means any unit linked insurance policy
referred to in section 2(22)(c).

50. Attribution of income taxable under section 67(10) to capital assets remaining with the specified entity,
under section 72.— (1) For the purposes of section 72(5), the amount chargeable to income-tax as income of specified
entity under section 67(10), shall be attributed to capital asset remaining with the specified entity in the manner
provided in this rule.
(2) Where the aggregate of the value of money and the fair market value of the capital asset received by the specified
person from the specified entity, in excess of balance in his capital account, chargeable to tax under section 67(10)
relates to revaluation of any capital asset or valuation of self-generated asset or self-generated goodwill, of the
specified entity, the amount attributable to the capital asset remaining with the specified entity for purpose of section
72(5) shall be—
A=B*(C/D).

Where,—

A= the amount attributable to the capital asset remaining with the specified entity for purpose of section

72(5);

B=amount charged under section 67(10);

C= increase in, or recognition of, value of the asset remaining with the specified entity, because of

revaluation or valuation; and

D= aggregate of increase in, or recognition of, value of all assets because of the revaluation or valuation.
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(3) Where the aggregate of the value of money and the fair market value of the capital asset received by the specified
person from the specified entity, is in excess of the balance in his capital account, charged to tax under section 67(10)
does not relates to revaluation of any capital asset or valuation of self-generated asset or self-generated goodwill, of
the specified entity, the amount charged to tax under section 67(10) shall not be attributed to any capital asset for the
purposes of section 72(5).
(4) Irrespective of anything contained in sub-rule (2) or sub-rule (3), where the aggregate of the value of money and
the fair market value of the capital asset received by the specified person from the specified entity, in excess of
balance in his capital account, charged to tax under section 67(10) relate only to the capital asset received by the
specified person from the specified entity, the amount charged to tax under section 67(10) shall not be attributed to
any capital asset for the purposes of section 72(5).
(5) The specified entity shall furnish the details of amount attributed to capital asset remaining with the specified
entity in Form No. 27.
(6) The person who is authorised to verify the return of income of the specified entity under section 265 shall verify
Form No. 27.
(7) Form No. 27 shall be furnished on or before the due date referred to in section 263(1)(c) for the tax year in which
the amount is chargeable to tax under section 67(10).
(8) For the purposes of this rule,—
(a) the amount chargeable to tax under section 67(10) shall relate to revaluation of any capital asset or
valuation of self-generated asset or self-generated goodwill, of the specified entity, if the revaluation is based
on a valuation report obtained from a registered valuer as defined in rule 56 (f);
(b) the specified entity shall not be entitled for the depreciation on—
(1) the increase in value of an asset on account of its revaluation; or
(i1) the recognition of the value of a self-generated asset or self-generated goodwill, due to its
valuation; and
(c) the expressions "self-generated asset" and "self-generated goodwill" shall have the meanings respectively
assigned to them in section 67(11)(b).

51. Other conditions required to be fulfilled by the original fund.— (1) For the purposes of section 70(2) [Table: Sl
No.5, C(a)(A)(iv)], the original fund, in a case where a capital asset is transferred to a resultant fund being a Category
IIT Alternative Investment Fund, shall fulfil the condition that the aggregate participation or investment in the original
fund, either directly or indirectly, by persons resident in India does not exceed 5% of the corpus of such fund at the
time of such transfer.

(2) For the purpose of sub-rule (1) the expressions "original fund" and "resultant fund" shall have the meanings
respectively assigned to them in section 70(2) [Table: S1 No.5, C(a) and (¢)].

52. Rate of exchange for conversion of rupees into foreign currency and reconversion of foreign currency into
rupees for purpose of computation of capital gains under section 72.— (1) For the purpose of computing capital
gains arising from the transfer of a capital asset being shares in, or debentures of, an Indian company, in the case of an
assessee who is a non-resident, the rate of exchange shall be, in the circumstances referred to in column B of the
following table, as per column C thereof:—

Table
S.No Circumstances Rate of Exchange
A B C
1. For converting the cost of acquisition of the | The average of the telegraphic transfer buying rate and
capital asset telegraphic transfer selling rate of the foreign currency

initially utilised in the purchase of the said asset, as on the
date of its acquisition.

2. For converting the expenditure incurred wholly | The average of the telegraphic transfer buying rate and
and exclusively in connection with the transfer | telegraphic transfer selling rate of the foreign currency
of the capital asset referred to in S1.No. 1, initially utilised in the purchase of the said asset, as on the

date of transfer of the capital asset.

3. For converting the full value of consideration | The average of the telegraphic transfer buying rate and
received or accruing as a result of the transfer | telegraphic transfer selling rate of the foreign currency
of the capital asset referred to in Sl1.No. 1, initially utilised in the purchase of the said asset, as on the

date of transfer of the capital asset.

4. For converting the capital gains computed in | The telegraphic transfer buying rate of such currency, as

the foreign currency initially utilised in the | on the date of transfer of the capital asset.
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| purchase of the capital asset into rupees,

(2) For the purposes of this rule,—
(a) "telegraphic transfer buying rate" shall have the meaning assigned to it in rule 206; and
(b) "telegraphic transfer selling rate", in relation to a foreign currency, means the rate of exchange adopted
by the State Bank of India constituted under the State Bank of India Act, 1955 (23 of 1955), for selling such
currency where such currency is made available by that bank through telegraphic transfer.

53. Computation of fair market value of capital assets for purposes of section 77.— (1) For the purposes of section
77(3)(b), the fair market value of the capital assets shall be the FMV1 determined under sub-rule (2) or FMV2
determined under sub-rule (3), whichever is higher.

(2) The FMV1 shall be the fair market value of the capital assets transferred by way of slump sale determined in
accordance with the formula—

A+B+C+D - L,
Where,
A = book value of all the assets (other than jewellery, artistic work, shares, securities and immovable
property) as appearing in the books of accounts of the undertaking or the division transferred by way of
slump sale as reduced by the following amount which relate to such undertaking or the division, —
(1) any amount of income-tax paid, if any, as reduced by 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 represent 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 rule 57;
D = the value adopted or assessed or assessable by any authority of the Government for the purpose of
payment of stamp duty in respect of the immovable property; and
L= book value of liabilities as appearing in the books of account of the undertaking or the division
transferred by way of slump sale, but not including the following amounts which relates to such undertaking
or division, namely: —
(i) the paid-up capital in respect of equity shares;
(i1) 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;
(iii) 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,
as reduced by the amount of income-tax claimed as refund, if any, to the extent of the excess over
the tax payable with reference to the book profits in accordance with the law applicable thereto;
(v) any amount representing provisions made for meeting liabilities, other than ascertained
liabilities; and
(vi) any amount representing contingent liabilities other than arrears of dividends payable in respect
of cumulative preference shares.
(3) FMV2 shall be the fair market value of the consideration received or accruing as a result of transfer by way of
slump sale determined in accordance with the formula—

E+F+G+H,

Where,

E = value of the monetary consideration received or accruing as a result of the transfer;

F = fair market value of non-monetary consideration received or accruing as a result of the transfer
represented by property referred to in rule 57 [Table: S1.Nos. 1 to 5] determined in the manner provided in
the said rule for the said property;

G = the price which the non-monetary consideration received or accruing as a result of the transfer
represented by property, other than immovable property, which is not covered in rule 57 (Table: SLNo. 1 to
5), would fetch if sold in the open market on the basis of the valuation report obtained from a registered
valuer, in respect of property; and
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H = the value adopted or assessed or assessable by any authority of the Government for the purpose of
payment of stamp duty in respect of the immovable property in case the non-monetary consideration
received or accruing as a result of the transfer is represented by the immovable property.
(4) The fair market value of the capital assets under sub-rules (2) and (3) shall be determined on the date of slump
sale and for this purpose valuation date referred to in rule 57 shall also mean the date of slump sale.

(5) For the purposes of this rule,—

(a) "artistic work" means archaeological collections, drawings, paintings, sculptures or any work of art;
and
(b) the expressions "registered valuer" and "securities" shall have the meanings as respectively assigned

to them in rule 56.

54. Form of report of an accountant in respect of slump sale.— In case of a slump sale under section 77(4), every
assessee is required to submit a report from an accountant as defined in section 515(3)(b), in Form No. 28 before the
specified date referred to in section 63.

55. Conditions for reference to Valuation Officers under section 91(1)(b).— For the purposes of Section
91(1)(b)()~

(a) the percentage of the value of the asset shall be 15%; and

(b) the amount shall be ten lakh rupees.

56. Meaning of expressions used in determination of fair market value.— For the purposes of this rule and rule 57,
(a) “balance sheet", in relation to any company, means, —
(1) in relation to an Indian company, the balance sheet of such company (including the notes annexed thereto
and forming part of the accounts) as drawn up on the valuation date which has been audited by the auditor of
the company appointed under the laws relating to companies in force; and
(i) in relation to a company, not being an Indian company, the balance sheet of the company (including the
notes annexed thereto and forming part of the accounts) as drawn up on the valuation date which has been
audited by the auditor of the company, if any, appointed under the laws in force of the country in which the
company is registered or incorporated;
(b) "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) "quoted shares or securities" in relation to shares or securities means a share or security quoted on any recognised
stock exchange with regularity from time to time, where the quotations of such shares or securities are based on
current transaction made in the ordinary course of business;
(d) "recognised stock exchange" shall have the same meaning as assigned to it in section 2(f) of the Securities
Contracts (Regulation) Act, 1956 (42 of 1956);
(e) "registered dealer" means a dealer who is registered under Central Sales Tax Act, 1956 (74 of 1956) or general
sales tax law for the time being in force in any State including value added tax laws;
(f) "registered valuer" shall have the same meaning as assigned to it in section 513;
(g) "securities" shall have the same meaning as assigned to it in section 2(h) of the Securities Contracts (Regulation)
Act, 1956 (42 of 1956);
(h) "unquoted shares and securities", in relation to shares or securities, means shares and securities which are not
quoted shares or securities; and
(1) “valuation date" means the date provided in the Table below:

Table
SI. No Section Valuation date

A B C

1. Section 92 Date on which property or consideration, as the case may be, referred to in
section 92 is received by the assessee.

2. Section 79 Date on which the capital asset, being share of a company other than a quoted
share, referred to in section 79, is transferred.

3. Section 26(2)(j) Date on which the inventory is converted, or treated, as a capital asset.

57. Determination of fair market value.— For the purpose of following sections referred to in column B of the Table
below, the fair market value of the property of the nature referred to column C shall be determined in the manner
provided in column D thereof:
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Table

SL
No

Section

Nature of Property

Manner of determination of Fair Market Value

B

C

D

Sections

26(2)()
and 92.

Jewellery

(a) The price which such jewellery would fetch, if sold in
the open market on the valuation date; or

(b) if the jewellery is received by way of purchase from a
registered dealer on the valuation date, the invoice value
of such jewellery; or

(c) if the jewellery is received by any other mode and its
value exceeds 350,000, the assessee may obtain a report
from a registered valuer regarding the price it would
fetch, if sold in the open market on the valuation date.

Sections

26(2)()
and 92.

Archaeological collections,
drawings, paintings, sculptures
or any work of art (herein
referred as artistic work)

(a) The price which such artistic work would fetch, if sold in
the open market on the valuation date; or

(b) if the artistic work is received by way of purchase from a
registered dealer on the valuation date, the invoice value
of such artistic work; or

(c) if the artistic work is received through any other means
and its value exceeds 350,000, the assessee may obtain a
report from a registered valuer regarding the price it
would fetch, if sold in the open market on the valuation
date.

Sections

26(2)()
and 92.

Quoted shares and securities

(a) If the quoted shares and securities are received by way of
transaction carried out through any recognised stock
exchange, the fair market value of such shares and
securities shall be the transaction value as recorded in
such stock exchange; or

(b) if such quoted shares and securities are received by way
of transaction carried out other than through any recog-
nised stock exchange, their fair market shall be—

(A) the lowest price of such shares and securities quoted
on any recognised stock exchange on the valuation
date; and

(B) in cases, where on the valuation date, there is no trad-
ing in shares and securities on any recognised stock
exchange, the lowest price of such shares and securi-
ties on any recognised stock exchange on a date im-
mediately preceding the valuation date when such
shares and securities were traded on such stock ex-
change.

Sections
26(2)(), 72
and 92.

Unquoted equity shares

Fair market value of unquoted equity shares = (A+ B + C +
D - L) x (PV)/(PE)
Where,—

A = book value of all the assets as appearing in the books of
the company (other than jewellery, artistic work, shares,
securities and immovable property) in the balance sheet as
reduced by-

(a) any amount of income-tax paid, if any, less the
amount of income-tax refund claimed, if any; and

(b) any amount shown as asset including the unamor-
tised amount of deferred expenditure which does not
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represent 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 valua-
tion 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 of the Government for the purpose of payment
of stamp duty in respect of the immovable property; and

L = book value of liabilities shown in the balance sheet, but
not including the following amounts:—

(i) the paid-up capital in respect of equity shares;

(ii) the amount set apart for payment of dividends on
preference shares and equity shares where such divi-
dends have not been declared before the date of
transfer at a general body meeting of the company;

(iii) 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 the excess over the tax payable with
reference to the book profits in accordance with the
law applicable thereto;

(v) any amount representing provisions made for meet-
ing liabilities, other than ascertained liabilities; and

(vi) any amount representing contingent liabilities oth-
er than arrears of dividends payable in respect of
cumulative preference shares;

PV = the paid-up value of such equity shares; and

PE = total amount of paid-up equity share capital as shown

in the balance sheet.

5 Sections
26(2)(), 72
and 92.

Unquoted shares and securities
(other than equity shares in a
company) which are not listed in
any recognised stock exchange

The price it would fetch, if sold in the open market on the
valuation date and the assessee may obtain a report from a
merchant banker or an accountant in respect of such valua-
tion.

6 Section

26(2)(J)

Immovable property being land
or building or both

The value adopted or assessed or assessable by any authority
of the Central Government or a State Government for the
purpose of payment of stamp duty in the respect of such
immovable property on the valuation date.

7 Section

26(2)()

Any other property other than
referred to at SI. Nos. 1 to 6
above.

The price that such property would ordinarily fetch on sale
in the open market on the valuation date.

58. Prescribed class of persons for the purpose of section 92(3)(i) and section 79.— (1) The provisions of section
92(2)(m) shall not apply to class of persons referred to in column B of the following Table, where such persons
receive assets in the nature referred to in column C, subject to satisfaction of the conditions specified in column D

thereof:
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Table
S. No Class of persons Nature of Asset Conditions
A B C D

1. Resident of an | Any immovable | Where the Central Government by notification,
unauthorised colony in | property being land or | regularised the transactions of such immovable
the National Capital | building, or both. property based on the latest power of attorney,
Territory of Delhi. agreement to sale, will, possession letter and other
documents including documents evidencing payment
of consideration for conferring or recognising right of
ownership or transfer or mortgage in regard to such

immovable property in favour of such resident.

2. Shareholder. Any movable | (a) Where the Tribunal, on an application moved by
property, being | the Central Government under section 241 of the
unquoted shares, of a | Companies Act, 2013 (18 of 2013), has suspended the
company or its | Board of Directors of such company and has
subsidiary or the | appointed new directors nominated by the Central
subsidiary of such | Government under section 242 of the said Act; and
subsidiary

(b) where the share of the company or its subsidiary
or the subsidiary of such subsidiary has been received
by the shareholder pursuant to a resolution plan
approved by the Tribunal under section 242 of the
Companies Act, 2013 (18 of 2013) after affording a
reasonable opportunity of being heard to the
jurisdictional Principal Commissioner or
Commissioner.
3 Investor or the Investor | Any movable | Where the said share has been allotted by the
bank property, being equity | reconstructed bank under the Scheme at a price
shares, of the | specified in paragraph 3(3) of the Scheme.
reconstructed bank
4 Any person from a | Any movable | Such shares have been received under strategic
public sector company | property, being equity | disinvestment
or the Central | shares of a public
Government or any | sector company or a
State Government company
5 The fund management | Any movable | The shares or units have been received in lieu of

entity of the resultant
fund.

property, being shares
or units or interest in
the resultant fund.

shares or units or interest held by the investment
manager entity in the original fund, pursuant to the
relocation, subject to the following conditions:—

(a) not less than 90% of shares or units or interest in
the fund management entity of the resultant fund are
held by the same entities or persons, in the same
proportion as held by them in the investment manager
entity of the original fund; and

(b) not less than 90% of the aggregate of shares or
units or interest in the investment manager entity of
the original fund was held by such entities, or
persons.

(2) The provisions of section 79 shall also not apply to the transfer of any movable property of the nature mentioned
in sub-rule (1) [Table: SI. No. 2] where the conditions mentioned therein are satisfied.

(3) For the purposes of—

(a) sub-rule (1) [Table: S1.No. 1],—
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(1) "resident" means a person having physical possession of property on the basis of a registered sale deed or
latest set of power of attorney, agreement to sale, will, possession letter and other documents including
documents evidencing payment of consideration in respect of a property in unauthorised colonies and
includes their legal heirs but does not include a tenant, licensee or permissive user; and
(i1) "unauthorised colony" shall have the same meaning as assigned to it in clause (b) of section 2 of the
National Capital Territory of Delhi (Recognition of Property Rights of Residents in Unauthorised Colonies)
Act, 2019 (45 of 2019);

(b) sub-rule (1) [Table: SI.No. 2],—
(i) a company shall be a subsidiary of another company, if such other company holds more than half in
nominal value of the equity share capital of the company; and
(i1) "Tribunal” shall have the same meaning as assigned to it in section 2(90) of the Companies Act, 2013 (18
of 2013);

(c) sub-rule (1) [Table: SI.No. 3],—
(1) "investor" shall have the same meaning as assigned to it in paragraph 2(1)(b) of the Scheme;
(i1) "investor bank" shall have the same meaning as assigned to it in paragraph 2(1)(c) of the Scheme;
(iii) "reconstructed bank" shall have the same meaning as assigned to it in paragraph 2(1)(d) of the Scheme;
and
(iv) "Scheme" means Yes Bank Limited Reconstruction Scheme, 2020.

(d) sub-rule (1) [Table: S1.No. 4], “strategic disinvestment” shall have the same meaning as assigned to it in section

116(3)(c); and

(e) sub-rule (1), [Table: S1.No. 5]- -
(i) the expressions "relocation", "original fund" and "resultant fund" shall have the meanings respectively
assigned to them in section 70(2) [Table: Sl. No.5];
(i) "fund management entity" shall have the same meaning as assigned to it in regulation 2(p) of the
International Financial Services Centres Authority (Fund Management) Regulations, 2022 made under the
International Financial Services Centres Authority Act, 2019 (50 of 2019); and
(iii) "investment manager entity" means the fund manager of the original fund regulated by the respective
regulation of the jurisdiction in which the original fund is located.

59. Computation of income chargeable to tax under section 92(2)(I).— (1) For the purposes of section 92(2)(1), if a
person receives any sum, including the amount allocated by way of bonus, during a tax year under a life insurance
policy, then the income chargeable to tax under the said section shall be computed in the following manner:—
(i) where the sum is received for the first time under the life insurance policy during the tax year (herein
referred to as first tax year), the income chargeable to tax in the first tax year shall be computed in
accordance with the formula—

A-B

Where, —
A = the sum or aggregate of sum received under the life insurance policy during the first tax year;
and
B = the aggregate of the premium paid during the term of the life insurance policy till the date of
receipt of the sum in the first tax year that has not been claimed as deduction under any other
provision of the Act; and
(ii) where the sum is received under the life insurance policy during the tax year subsequent to the first tax
year (hereinafter referred to as subsequent tax year), the income chargeable to tax in the subsequent tax year
shall be computed in accordance with the formula, —

C-D
Where, —
C = the sum or aggregate of sum received under the life insurance policy during the subsequent tax
year; and
D = the aggregate of the premium paid during the term of the life insurance policy till the date of
receipt of the sum in the subsequent tax year not being premium which—
(a) has been claimed as deduction under any other provision of the Act; or
(b) is included in amount 'B' or amount 'D' of this sub-rule in any of the year or years
preceding the tax year.



[STT [I—&ve 3(i)] ST 3T TSI ; STETETLOT 1579

(2) For the purposes of this rule, the sum received under a life insurance policy shall mean any amount, by whatever
name called, received under such policy that is not excluded from the total income of the tax year in accordance with
the provisions of Schedule II [Table: S1.No.2], other than the sum—

(a) received under a unit linked insurance policy; or

(b) being the income referred to in section 92(2)(d).

60. Conditions for carrying forward or set-off of accumulated loss and unabsorbed depreciation allowance in
case of amalgamation.— (1) The conditions referred to in section 116(4)(b)(iii) shall be the following:—
(a) the amalgamated company, owning an industrial undertaking of the amalgamating company by way of
amalgamation, shall—-
(1) achieve the level of production of at least 50% of the installed capacity of the said undertaking
before the end of four years from the date of amalgamation; and
(ii) continue to maintain the said minimum level of production till the end of five years from the
date of amalgamation; and
(b) the amalgamated company shall furnish to the Assessing Officer a certificate in Form No. 29, duly
verified by an accountant as defined in section 515(3)(b), with reference to the books of account and other
documents showing particulars of production, along with the return of income for the relevant tax year
during which the prescribed level of production is achieved and for subsequent relevant tax years falling
within five years from the date of amalgamation.
(2) For the purposes of sub-rule (1)(a), the Central Government, on an application made by the amalgamated
company, may relax the condition of achieving the level 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.

(3) For the purposes of this rule, "installed capacity” means the capacity of production existing on the date of
amalgamation;

61. Certificate of a medical authority in respect of autism, cerebral palsy and multiple disabilities for the
purposes of deduction under section 127 and section 154.— (1) For the purposes of section 127(9)(e) and 154(3),
the medical authority responsible for certifying "autism", "cerebral palsy", "multiple disabilities", "person with
disability" and "severe disability" referred to in clauses (a), (c), (h), (j) and (o) of section 2, respectively of the
National Trust for Welfare of Persons with Autism, Cerebral Palsy, Mental Retardation and Multiple Disabilities Act,
1999 (44 of 1999), shall be the following:—
(a) a Neurologist having a degree of Doctor of Medicine (MD) in Neurology (in case of children, a
Paediatric Neurologist having an equivalent degree); or
(b) a Civil Surgeon or Chief Medical Officer in a Government hospital.
(2) For the purposes of sections 127(6), 127(7) and 154(2)(c), the assessee shall furnish along with the return of
income, a copy of the certificate issued by the relevant medical authority,—
(a) if the person has a disability or severe disability such as autism, cerebral palsy, or multiple disability, in
Form No. 30; or
(b) in all other cases, the prescribed form mentioned in notifications No. 16-18/97-NI.1, dated the 1* June,
2001, and No. 16-18/97-N1.1, dated the 18™ February, 2002, as published in the Gazette of India, shall be
submitted as per the Guidelines for the evaluation of various disabilities and certification procedures outlined
in the Persons with Disabilities (Equal Opportunities, Protection of Rights, and Full Participation) Act, 1995
(1 0of 1996).
(3) If the disability is temporary and needs to be reevaluated after a certain period, the certificate shall be valid for the
period starting from the tax year during which the certificate was issued and ending with the tax year during which
the validity of such certificate expires.

62. Issuance of prescription in respect of certain diseases and ailments for the purpose of deduction under
section 128.— (1) For the purposes of claiming deduction under section 128, the prescription for medical treatment in
respect of eligible diseases or ailments mentioned in column B of the following table shall be obtained from the
specialists as mentioned in the corresponding column C thereof:
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Table
SL Eligible diseases or ailments Specialists for purpose of issuing prescription
No.
A B C
1. Neurological Diseases where the disability | A Neurologist having a Doctorate of Medicine (D.M.) degree
level has been certified to be of 40% and | in Neurology.
above—
(1) Dementia;
(i) Dystonia Musculorum Deformans;
(iii) Motor Neuron Disease;
(iv) Ataxia;
(v) Chorea;
(vi) Hemiballismus;
(vii) Aphasia; and
(viii) Parkinsons Disease.
2. Malignant cancers. An Oncologist having a Doctorate of Medicine (D.M.)
degree in Oncology.
3. Full Blown Acquired Immuno-Deficiency | Any specialist having a post-graduate degree in General or
Syndrome (AIDS). Internal Medicine.
4. Chronic renal failure. A Nephrologist having a Doctorate of Medicine (D.M.)
degree in Nephrology or a Urologist having a Master of
Chirurgiae (M.Ch.) degree in Urology.
5. Haematological disorders: A specialist having a Doctorate of Medicine (D.M.) degree in
(i) Haemophilia; Haematology.
(i1)) Thalassaemia.

(2) The prescription for eligible diseases or ailments mentioned in column B of the Table in sub-rule (1) may also be
issued by a specialist holding a degree equivalent to the degree mentioned in column C thereof, if such equivalent
degree is recognised by the Medical Council of India.

(3) In cases, where a patient is receiving treatment at a government hospital for specified diseases or ailments, the
prescription may be issued by a full-time specialist with a post-graduate degree in General or Internal Medicine, or
any equivalent degree recognised by the Medical Council of India.

(4) The prescription referred to in sub-rule (1) shall be issued in the following format:—

Name of the patient

Age of the patient

Description of Disease/ Ailment

Certified by:
Signature of Specialist:
Name:
Qualification:
Address:
Registration Number:
Name and address of the hospital, if the specialist is working in a government hospital.

63. Prescribed authority for approval of a University or any educational institution of national eminence for
purposes of section 133.— (1) For the purpose of section 133(1)(a)(vii), the prescribed authority for granting of
approval shall be the Principal Chief Commissioner of Income-tax (Exemptions).
(2) The prescribed authority shall grant approval with the concurrence of -
(a) the Secretary, University Grants Commission for a University or any non-technical institution of
national eminence; and
(b) the Secretary, All India Council of Technical Education for any technical institution of national
eminence.
(3) For the purposes of sub-rule (2), —
(a) "All India Council of Technical Education" means the All India Council of Technical Education
established under section 3 of the All India Council for Technical Education Act, 1987 (52 of 1987); and
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(b) "University Grants Commission" means the University Grants Commission established under section 4
of the University Grants Commission Act, 1956 (3 of 1956).

64. Procedure for specifying an association or institution for purposes of notification under section
133(1)(a)(xxiv).— (1) In specifying an association or institution for notification under section 133(1)(a)(xxiv), the
Central Government shall satisfy itself that such association or institution —
(a) has as its object the control, supervision, regulation or encouragement in India of the games or sports
notified under section 133(7)(e);
(b) has a proven record of dedication to the development of infrastructure or promotion of sports or games
for at least a period of three years;
(c) does not distribute any part of its income in any manner to its members, except as grants to any
association or institution affiliated to it;
(d) applies the amount received by way of donation referred to in section 133(1)(a)(xxiv) for purposes of
development of infrastructure for games or sports in India or for sponsoring of games or sports in India; and
(e) maintains regular accounts of its receipt and expenditure and files its return of income regularly.
(2) The notification issued by the Central Government under section 133(1)(a)(xxiv) shall be effective for up to three
tax years, including any assessments for tax years prior to the notification date, as specified in the notification.

65. Conditions for claim for deduction under section 134. —For the purposes of claiming deduction under section
134 in respect of rent paid, the assessee shall file declaration in Form No. 31.

66. Furnishing of audit report for claiming deduction under section 46 or 138 or 139 or 140 or 141 or 142 or
143 or 144.— (1) For the purposes of claiming deduction under sections 46 or 138 or 139 or 140 or 141 or 142 or 143
or 144, the accounts of the eligible business for the tax year for which the deduction is claimed shall be audited by an
accountant as defined in section 515(3)(b), before the specified date referred to in section 63 and the assessee shall
furnish by that date the report of such audit duly signed and verified by such accountant.

(2) The report of the audit of the accounts of an assessee, which is required to be furnished under sub-rule (1), shall
be in Form No. 32.

(3) A separate report shall be furnished by each undertaking or enterprise of the assessee claiming deduction under
section 46 or 138 or 139 or 140 or 141 or 142 or 143 or 144 and shall be accompanied by the profit and loss account
and balance sheet of the undertaking or enterprise as if the undertaking or the enterprise were a distinct entity.

(4) The said Form No. 32 shall be accompanied by the relevant documents as given in column D wherever
applicable, as per the relevant sections in column B and the relevant part as mentioned in column C shall be filled, as
specified in the following table, duly certified wherever applicable:

Table
SL. Section Relevant Part of Relevant documents to be attached
No Form
A B C D
Copy of the agreement entered into with the Central Government,
1 46 B1 .
State Government, or a local authority.
Copy of Form No. 10CCB of the Income-tax Rules, 1962 made
2. 138 B2 under the Income-tax Act, 1961, as it existed prior to its repeal, of
developer
3. 139 B3 Copy of the notification of the Special Economic Zone (SEZ).
Copy of certificate issued by the Inter-Ministerial Board of
4. 140 B4 . .
Certification.
Copy of approval certificate and completion certificate of the
5. 141 BS5 Housing Project, Copy of the notification of the scheme by the
Board.
Copy of approval certificate and completion certificate of the
6. 142 B6 . .
Housing Project
Copy of notification issued under section 80-IBA of the Income-
7. 142 B6 tax Act, 1961, as it existed prior to its repeal in the case of a
Rental Housing Project
Copy of the agreement entered into with the Central Government,
8. 143 B7 .
State Government, or a local authority.
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67. Form of particulars to be furnished along with return of income for claiming deduction under section 144.—
The particulars, which are required to be furnished by the assessee along with the return of income regarding the
amount credited to a Special Economic Zone Reinvestment Allowance Reserve Account and utilisation of the said
amount shall be in Form No. 33.

68. Furnishing of report under section 146.— Report of an accountant as defined in section 515(3)(b), which is
required to be furnished by the assessee under section 146(3)(c) along with the return of income shall be in Form No.
34.

69. Report of accountant to be furnished under section 147(4)(a).— The report of the accountant, as defined in
section 515(3)(b), which is required to be furnished by the assessee under section 147(4)(a), shall be in Form No. 35

70. Form of certificate to be furnished under section 151(5). — (1) For the purposes of claim of deduction under
section 151, the assessee shall be required to furnish a certificate in Form No. 36 along with the return of income.
(2) The person responsible for making the payment to the assessee, shall verify the certificate in Form No. 36.

71. Prescribed authority and form of certificate to be furnished under section 152(5).— For the purposes of
section 152(5),—
(a) the prescribed authority shall be the Controller referred to in section 2(1)(b) of the Patents Act, 1970 (39
of 1970); and
(b) the assessee shall be required to furnish a certificate in Form No. 37 from the prescribed authority along
with the return of income.

72. The prescribed authority and form of certificate to be furnished under sections 151(6) and seetion 152(6).—

For the purposes of sections 151(6) and 152(6),—

(a) the prescribed authority shall be the Reserve Bank of India or another authorised authority under current
laws regulating foreign exchange transactions; and

(b) the certificate shall be furnished in Form No. 38.

73. Relief under section 157(1), when salary is paid in arrears or in advance, gratuity, etc.—(1) Where,
the total income of an assessee for any tax year (referred to as the relevant tax year in this rule) is assessed at a rate
higher than the rate at which it would otherwise have been assessed, on account of receipts in relevant tax year as
specified in column B of the following Table, the relief admissible under section 157(1) shall be as specified in
column C thereof:

Table
SI.No. Receipts Relief
A B C
1. Any portion of salary received in arrears or in | Relief = A-B, if A exceeds B, where —
advance or, any portion of family pension A=C-D;
received in arrears (herein referred to as the B=Aggregate of E;
“additional salary” or “additional family E=F-G
pension”, as the case may be). and the computation of relief shall be carried out in

the following steps.

Step-1:

Where the additional salary or additional family
pension relates to one or more tax years, the tax
years to which the additional salary or additional
family pension relates and the amount relating to
each such tax year shall first be ascertained.

Step 2:

Calculate A=C-D,

Where,—

C = tax on total income of the relevant tax year;
D= tax on total income, as reduced by the additional
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salary or additional family pension, as if the
total income so reduced were the total income
of the relevant tax year; and

A = tax on the additional salary or additional family
pension for the relevant tax year.

Step-3:

Calculate E = F - G,

Where,—

G = tax payable in respect of the total income of
each tax year ascertained in Step-1;

F= tax payable on the total income of such tax year
as increased by the amount relating to such tax
year as ascertained in Step-1, as if the total
income so increased were the total income of
that tax year; and

E= tax on the additional salary or additional family
pension for each tax year ascertained in Step-1.

Step-4:

B = aggregate of tax on the additional salary or
additional family pension.

Calculate “B” to be the total of tax on the additional

salary or additional family pension, which was

ascertained as E in Step 3 for all tax years ascertained

in Step 1.

Gratuity received in respect of past services
extending over a period of greater than or equal
to five years but less than fifteen years.

Relief = G x (R1-RAvQ), if R1 exceeds R Avg

Where,—

G = gratuity received in the relevant tax year

R1 = average rate of tax on the total income
including gratuity amount received in Y1:

RAvg = (R2+R3)/2;

R2 = average rate of tax on the total income for Y2
as increased by one-half of the gratuity
received, as if the income so increased were the
total income of that tax year

R3= average rate of tax on the total income for Y3
as increased by one-half of the gratuity
received, as if the income so increased were the
total income of that tax year;

Y1 = relevant tax year,

Y 2= tax year immediately preceding Y1, and

Y3 = tax year immediately preceding Y2.

Gratuity received in respect of past services
extending over a period of not less than fifteen
years.

Relief = G x (R1-RAvg), if R1 exceeds R Avg.

Where,—

G = gratuity received in the relevant tax year;

R1 = average rate of tax on the total income
including gratuity amount received in Y1,

RAvg =(R2+R3+R4)/3;

R2 = average rate of tax on the total income for Y2
as increased by one-third of the gratuity
received, as if the income so increased were the
total income of that tax year

R3= average rate of tax on the total income for Y3
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as increased by one-third of the gratuity
received, as if the income so increased were the
total income of that tax year;

R4= average rate of tax on the total income for Y4
as increased by one-third of the gratuity
received, as if the income so increased were the
total income of that tax year;

Y1 = relevant tax year;

Y2 = tax year immediately preceding Y1,

Y3 = tax year immediately preceding Y2; and

Y4 = tax year immediately preceding Y3.

Compensation received ~ from the employer or
the former employer at or in connection with the
termination of employment after continuous
service for not less than three years
and where the unexpired portion of term of
employment is also not less than three years

Relief = C x (R1-RAvQ), if R1 exceeds R Avg.

Where,—

C = compensation amount received in the relevant tax
year;

R1 = average rate of tax on the total income
including compensation amount received in Y1,

RAvg =(R2+R3+R4)/3;

R2= average rate of tax on the total income for Y2
as increased by one-third of the compensation
amount received, as if the income so increased
were the total income of that tax year;

R3= average rate of tax on the total income for Y3
as increased by one-third of the compensation
amount received, as if the income so increased
were the total income of that tax year; and

R4= average rate of tax on the total income for Y4
as increased by one-third of the compensation
amount received, as if the income so increased
were the total income of that tax year;

Y1 = relevant tax year,

Y2 = tax year immediately preceding Y1,

Y3 = tax year immediately preceding Y2, and

Y4 = tax year immediately preceding Y3

Commutation of pension received

Relief = P x (R1-RAvQ), if R1 exceeds R Avg.

Where —

P = amount of commutation of pension;

R1 = average rate of tax on the total income
including amount of commutation of pension
received in Y1;

RAvg =(R2+R3+R4)/3;

R2= average rate of tax on the total income for Y2
as increased by one-third of the amount of
commutation of pension received, as if the
income so increased were the total income of
that tax year;

R3= average rate of tax on the total income for Y3
as increased by one-third of the amount of
commutation of pension received, as if the
income so increased were the total income of
that tax year; and

R4= Average rate of tax on the total income for Y4
as increased by one-third of the amount of
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commutation of pension received, as if the
income so increased were the total income of
that tax year;

Y1 = relevant tax year;

Y2 = tax year immediately preceding Y1;

Y3 = tax year immediately preceding Y2; and

Y4 = tax year immediately preceding Y3.

(2) In case of any other receipts, the Board may, having regard to the circumstances of the case, allow such relief
as it deems fit.

3) To claim relief under section 157(1), the assessee shall furnish the particulars specified in Form No. 39 on or
before the due date specified under section 263(1)(c).

4 Where the assessee, being a Government servant or an employee in a company, co-operative society, local
authority, university, institution, association or body, is entitled to relief under section 157(1), he may furnish the
particulars specified in Form No. 39 to the person responsible for making the payment referred to in section 392(1).

74. Taxation of income from retirement benefit account maintained in a notified country. — (1) If a specified
person has income accrued in a specified account or accounts during a tax year, such income shall, at his option, be
included in his total income of the tax year in which income from the said account or accounts is taxed upon
withdrawal or redemption, as the case may be, in the notified country.
(2) Where the option has been exercised by a specified person under sub-rule (1), the total income of the specified
person for the tax year in which income is taxable under sub- rule (1) shall not include the income which, —
(a) has already been included in the total income of such specified person in any of the earlier tax years
during which such income accrued and tax thereon has been paid in accordance with the provisions of the
Act; or
(b) was not taxable in India, in the tax year during which such income accrued, on account of,—
(1) such specified person being a non-resident, or not ordinarily resident as referred to in section
6(13), during that tax year; or
(i) application of the Double Taxation Avoidance Agreement, if any,
and the foreign tax paid on such income, if any, shall be ignored for the purposes of computation of
the foreign tax credit under rule 76.
(3) The option under sub-rule (1) by the specified person shall be exercised
(a) in respect of all the specified accounts maintained by the specified person; and
(b) in Form No. 40, which shall be furnished on or before the due date specified under section 263(1)(c).
(4) In a case where the specified person becomes a non-resident during any relevant tax year, then—
(a) the option exercised under the sub-rule (1) shall be deemed to have never been exercised with effect from
the relevant tax year; and
(b) the income which has accrued in the specified account or accounts during the period, beginning with the
tax year in respect of which the option under the said sub-rule was exercised and ending with the tax year
immediately preceding the relevant tax year, shall be taxable during the tax year immediately preceding the
relevant tax year, and tax shall be paid on or before the due date of filing the return of income for the
relevant tax year.
(5) Subject to the provisions of sub-rule (4), once the option is exercised for a specified account or accounts in respect
of a tax year under sub-rule (1) in Form No. 40, it shall apply to all subsequent tax years and cannot be subsequently
withdrawn for the tax year for which the option was exercised, or for any subsequent tax year.
(6) For this rule,—
(a) the expressions "notified country”, "specified account" and "specified person" shall have the meanings
respectively assigned to them in section 158(2);
(b) "relevant tax year" means the tax year during which the specified person becomes non-resident
subsequent to the tax year in respect of which option under sub-rule (1) has been exercised.

75. Other documents and information to be provided for claiming double taxation relief under section 159(1)
and (2).— (1) For the purposes of claiming any double taxation relief under an agreement mentioned in section
159(1) or (2), the other documents and information to be provided by an assessee (not being a resident) under section
159(8)(b) shall be as per Form No. 41.
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(2) The assessee shall keep and maintain such documents as are necessary to substantiate the information provided in
Form No. 41 and the income-tax authority may call for the said documents to verify the claim of relief.

(3) An assessee, being a resident in India, for obtaining a certificate of residence for the purposes of an agreement
referred to in section 159(1) and (2) shall make an application in Form No. 42 to the Assessing Officer.

(4) The Assessing Officer, on receipt of the application and on being satisfied in this behalf, shall issue a certificate of
residence in Form No. 43.

76. Foreign tax credit.— (1) An assessee, being a resident shall be allowed a credit for the amount of any foreign tax
paid by him in a country or specified territory outside India, by way of deduction or otherwise, in the tax year in
which the income corresponding to such tax has been offered to tax or assessed to tax in India, in the manner and to
the extent as specified in this rule.

(2) In a case, where income on which foreign tax has been paid or deducted, is offered to tax in more than one tax
year, credit of foreign tax shall be allowed across those tax years in the same proportion in which the income is
offered to tax or assessed to tax in India.

(3) The foreign tax referred to in sub-rule (1) shall mean, —
(a) in respect of a country or specified territory outside India with which India has entered into an
agreement for the relief or avoidance of double taxation of income in terms of section 159, the tax covered
under the said agreement;

(b) in respect of any other country or specified territory outside India, the tax payable under the law in
force in that country or specified territory in the nature of income-tax referred to in section 160(3)(a).

(4) The credit under sub-rule (1) shall be available against the amount of tax, surcharge and cess payable under the
Act, but not in respect of any sum payable by way of interest, fee or penalty.

(5) No credit under sub-rule (1) shall be available in respect of any amount of foreign tax or part thereof, which is
disputed in any manner by the assessee, subject to the provisions of sub-rule (6).

(6) If the assessee, within six months from the end of the month in which the dispute is finally settled, furnishes
evidence of settlement of dispute and an evidence to the effect that the liability for payment of such foreign tax has
been discharged by him and furnishes an undertaking that no refund in respect of such amount has directly or
indirectly been claimed or shall be claimed, the credit of such disputed tax shall be allowed for the year in which such
income is offered to tax or assessed to tax in India.

(7) The credit of foreign tax shall be the aggregate of the amounts of credit computed separately for each source of
income arising from a particular country or specified territory outside India and shall be given effect to in the
following manner: —
(a) the credit shall be the lower of the tax payable under the Act on such income and the foreign tax
paid on such income, so, however, that where the foreign tax paid exceeds the amount of tax payable in
accordance with the provisions of the agreement for relief or avoidance of double taxation, such excess shall
be ignored;
(b) the credit shall be determined by conversion of the currency of payment of foreign tax at the
telegraphic transfer buying rate on the last day of the month immediately preceding the month in which such
tax has been paid or deducted.

(8) In a case where any tax is payable under the provisions of section 206, the credit of foreign tax shall be allowed
against such tax in the same manner as is allowable against any tax payable under the provisions of the Act other than
the provisions of the said sections (herein referred to as the normal provisions).

(9) Where the amount of foreign tax credit available against the tax payable under the provisions of section 206
exceeds the amount of tax credit available against the normal provisions, then, while computing the amount of credit
under section 206(1)(m) to (p) and section 206(2)(e) to (h), in respect of the taxes paid under section 206(1) and (2),
as the case may be, such excess shall be ignored.
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(10) Credit of any foreign tax shall be allowed on furnishing the following documents by the assessee: —
(a) a statement of income from the country or specified territory outside India offered for tax for the tax
year and of foreign tax deducted or paid on such income in Form No. 44 and verified in the manner specified
therein; and

(b) certificate or statement specifying the nature of income and the amount of tax deducted therefrom
or paid by the assessee, —

6))] from the tax authority of the country or specified territory outside India; or

(i1) from the person responsible for deduction of such tax; or

(iii) signed by the assessee.

(11) The certificate or statement furnished by the assessee in sub-rule (10)(b) shall be valid, if it is accompanied

(a) an acknowledgement of online payment or bank counter foil or challan for payment of tax where
the payment has been made by the assessee; or

(b) proof of deduction, where the tax has been deducted.

(12) The statement in Form No. 44 referred to in sub-rule (10)(a) and the certificate or the statement referred to in
sub-rule (10)(b) shall be furnished within twelve months from the end of the relevant tax year in which the income
referred to in sub-rule (1) has been offered to tax or assessed to tax in India and the return for such tax year has been
furnished within the time specified under section 263(1) or (4), subject to the provisions of sub-rule (13).

(13) Where the return has been furnished under section 263(6)(a), the statement in Form No. 44 referred to in sub-rule
(10)(a) and the certificate or the statement referred to in sub-rule (10)(b), to the extent it relates to the income
included in the updated return, shall be furnished on or before the date on which such return is furnished.

(14) Form No. 44 shall also be furnished in a case, where the carry backward of loss of the current year or revision of
return or similar statement, the case may be, of any year or any other reason results in refund of foreign tax for which
credit has been claimed in any tax year or tax years.

(15) For the purposes of sub-rule (6), the assessee shall furnish an intimation in Form No. 45 and evidence of
settlement of dispute including evidence of payment of tax.

(16) Form No. 44 shall be verified by an accountant defined in section 515(3)(b), —
(a) where the assessee is a company; or
(b) in all other cases, where the amount of foreign tax paid outside India for a tax year equals or exceeds
100000.

(17) Form No. 45 shall be verified by an accountant defined in section 515(3)(b) in a case, where Form No. 44 filed
for the relevant tax year was required to be verified by an accountant under sub-rule (16).

(18) For the purposes of this rule, the expression “telegraphic transfer buying rate” shall have the meaning assigned to
it in rule 207.

77. Meaning of expressions used in determination of arm’s length price.— For the purpose of this rule and rules
78 to 84, —
(a) “associated enterprise” shall have the meaning assigned to it in section 162;

(b) “enterprise” shall have the meaning assigned to it in section 173(b) and shall, for the purposes of a
specified domestic transaction, include a unit, or an enterprise, or an undertaking or a business of a person

who undertakes such transaction;

() “property” includes goods, articles or things, and intangible property;
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(d) “services” include financial services;
(e) “transaction” includes a number of closely linked transactions; and
® “uncontrolled transaction” means a transaction between enterprises other than associated

enterprises, whether resident or non-resident.

78. Other method for determination of arm’s length price.— For the purposes of section 165(1)(f), the other
method for determination of the arm's length price in relation to an international transaction or a specified domestic
transaction shall be any method which takes into account the price, which —

(a) has been charged or paid; or

(b) would have been charged or paid,
for the same or similar uncontrolled transaction, with or between non-associated enterprises, under similar
circumstances, considering all the relevant facts.

79. Determination of arm’s length price under section 165.— (1) For the purposes of section 165(2), the arm's
length price in relation to an international transaction or a specified domestic transaction shall be determined by any
of the following methods provided in this sub-rule, being the most appropriate method, in the manner specified
therein.

(a) comparable uncontrolled price method, by which, —
(1) the price charged or paid for property transferred or services provided in a comparable uncontrolled
transaction, or a number of such transactions, is identified;

(i1) such price is adjusted to account for differences, if any, between an international transaction or a
specified domestic transaction and the comparable uncontrolled transactions or between the enterprises
entering into such transactions, which could materially affect the price in the open market; and

(ii1) the adjusted price arrived at under sub-clause (ii) is taken to be an arm's length price in respect of
the property transferred or services provided in the international transaction or the specified domestic
transaction; or

(b) resale price method, by which, —
(1) 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;

(i1) such resale price is reduced by the amount of a normal gross profit margin accruing to the enterprise
or to an 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 comparable uncontrolled transaction, or a number of such
transactions;

(ii1) the price so arrived at is further reduced by the expenses incurred by the enterprise directly in
connection with the purchase of property or obtaining of services;

(iv) the price so arrived at is adjusted to take into account the functional and other differences, including
differences in accounting practices, if any, between the international transaction or the specified domestic
transaction and the comparable uncontrolled transactions, or between the enterprises entering into such
transactions, which could materially affect the amount of gross profit margin in the open market; and

(v) the adjusted price arrived at under sub-clause (iv) is taken to be an arm's length price in respect of
the transaction of purchase of property or obtaining of the services by the enterprise from its associated
enterprise; or

(c) cost plus method, by which, —
6 the direct and indirect costs of production incurred by the enterprise in respect of property
transferred or services provided to an associated enterprise, are determined;
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(d)

(i1) the amount of a normal gross profit mark-up on such costs (computed according to the same
accounting norms) arising from the transfer or provision of the same or similar property or services by the
enterprise, or by an unrelated enterprise, in a comparable uncontrolled transaction, or a number of such
transactions, is determined;

(iii) the normal gross profit mark-up referred to in sub-clause (ii) is adjusted to take into account the
functional and other differences, if any, between the international transaction or the specified domestic
transaction and the comparable uncontrolled transactions, or between the enterprises entering into such
transactions, which could materially affect such profit mark-up in the open market;

(iv) the costs referred to in sub-clause (i) are increased by the adjusted profit mark-up arrived at under
sub-clause (iii); and

(v)  the sum so arrived at is taken to be an arm's length price in relation to the supply of the property or
provision of services by the enterprise; or

profit split method, which may be applicable mainly, in, —

(1) an international transaction or a specified domestic transaction involving either the transfer of
unique intangibles or unique and valuable contributions by each of the enterprises involved in the
transaction; or

(i1) multiple international transactions or specified domestic transactions which are so inter-related that
they cannot be evaluated separately for the purpose of determining the arm's length price of any one
transaction, under which the following two approaches may be used —
(A) contribution profit split method, by which, —
) the combined net profit of the associated enterprises arising from the international
transaction or the specified domestic transaction in which they are engaged, is determined;

(I1) the relative contribution made by each of the associated enterprises to the earning
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 functions in similar circumstances;

(I11) the combined net profit is then split amongst the enterprises in proportion to their
relative contributions, as evaluated under sub-item (II); and

av) the profit thus apportioned to the assessee is taken into account to arrive at an
arm's length price in relation to the international transaction or the specified domestic
transaction;

(B) residual profit split method, by which, —
) the combined net profit of the associated enterprises arising from the international
transaction or the specified domestic transaction in which they are engaged, is determined,

1) the combined net profit referred to in sub-item (I) may, in the first instance, be
partially allocated to each enterprise so as to provide it with an arm’s length return
appropriate for the contributions which can be reliably benchmarked using comparable
uncontrolled transactions,

(I1D) the residual net profit remaining after such allocation may be split amongst the
enterprises in proportion to their relative contributions in the manner specified under items
(IT) and (IIT) of item (A); and

Iv) the aggregate of the net profit allocated to the enterprise for contributions which
can be reliably benchmarked using comparable uncontrolled transactions in together with
the residual net profit apportioned to that enterprise on the basis of its relative
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®
2)

contributions shall be taken into account to arrive at an arm's length price in relation to the
international transaction or the specified domestic transaction; or

transactional net margin method, by which, —

6] the net profit margin realised by the enterprise from an international transaction or a specified
domestic transaction entered into with an associated enterprise is computed in relation to costs incurred or
sales effected or assets employed or to be employed by the enterprise or having regard to any other relevant
base;

(i1) the net profit margin realised by the enterprise or by an unrelated enterprise from a comparable
uncontrolled transaction or a number of such transactions is computed having regard to the same base;

(iii) the net profit margin referred to in sub-clause (ii) arising in comparable 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 enterprises entering into

such transactions, which could materially affect the amount of net profit margin in the open market;

(iv) the net profit margin realised by the enterprise and referred to in sub-clause (i) is established to be
the same as the net profit margin referred to in sub-clause (iii); and

(v) 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 or the specified domestic transaction; or

any other method as provided in rule 78.

For the purposes of sub-rule (1), the comparability of an international transaction or a specified domestic

transaction with an uncontrolled transaction shall be judged with reference to the following factors (herein referred to
as the comparability factors): —

A3)

(a) the characteristics of the property transferred or services provided in either transaction;

(b) the functions performed, taking into account assets employed or to be employed and the risks
assumed, by the respective parties to the transactions;

(©) the contractual terms (whether or not such terms are formal or in writing) of the transactions which
lay down explicitly or implicitly how the responsibilities, risks and benefits are to be divided between the
respective parties to the transactions; and

(d) the conditions prevailing in the markets in which the respective parties to the transactions operate,
including the geographical location, depth and size of the markets, the laws and Government orders in force,
costs of labour and capital in the markets, overall economic development, level of competition and whether
the markets are wholesale or retail.

An uncontrolled transaction shall be comparable to an international transaction or a specified domestic

transaction, if—

(4)

(a) none of the differences, if any, between the transactions being compared, or between the enterprises
entering into such transactions, are likely to materially affect the price or cost charged or paid in, or the profit
arising from, such transactions in the open market; or

(b) reasonably accurate adjustments can be made to eliminate the material effects of such differences.

The data to be used in analysing the comparability of an uncontrolled transaction with an international

transaction or a specified domestic transaction shall be the data relating to the financial year (hereinafter in this rule
and in rule 81 referred to as the current year) in which the international transaction or the specified domestic
transaction.
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(5) In a case where the most appropriate method for determination of the arm's length price of an international
transaction or a specified domestic transaction is resale price method or cost-plus method or transactional net margin
method, then, irrespective of anything contained in sub-rule (4), the data to be used for analysing the comparability of
an uncontrolled transaction with an international transaction or a specified domestic transaction shall be —

(a) the data relating to the current year; or

(b) the data relating to the first preceding year, if the data relating to the current year is not available at
the time of furnishing the return of income by the assessee for the tax year; and where the data relating to the
current year is subsequently available at the time of determination of arm's length price of an international
transaction or a specified domestic transaction during the course of any assessment proceeding for the tax
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 tax year.

80. Most appropriate method.— (1) For the purposes of section 165(2)(a), the most appropriate method shall be the
method which is best suited to the facts and circumstances of each particular international transaction or specified
domestic transaction and which provides the most reliable measure of an arm's length price in relation to the
international transaction or the specified domestic transaction, as the case may be.

(2) The following factors shall be taken into account for selecting the most appropriate method: —

(a) the nature and class of the international transaction or the specified domestic transaction;

(b) the class or classes of associated enterprises entering into the transaction and the functions
performed by them taking into account assets employed or to be employed and risks assumed by such
enterprises;

(c) the availability, coverage and reliability of data necessary for application of the method;

(d) the degree of comparability existing between the international transaction or the specified domestic

transaction and the uncontrolled transaction and between the enterprises entering into such transactions;

(e) the extent to which reliable and accurate adjustments can be made to account for differences, if any,
between the international transaction or the specified domestic transaction and the comparable uncontrolled
transaction or between the enterprises entering into such transactions; and

63} the nature, extent and reliability of assumptions required to be made in application of a method.

81. Determination of arm's length price in certain cases.— (1) Where in respect of an international transaction or a
specified domestic transaction, the application of the most appropriate method referred to in section 165(3)(b) results
in determination of more than one price, the arm’s length price in respect of such transactions shall be computed in
accordance with the provisions of this rule.

(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.

(3) For the purposes of sub-rule (2), where the most appropriate method is the resale price method, cost plus method,
or transactional net margin method, and where the comparable uncontrolled transaction undertaken by an enterprise,
not being the enterprise undertaking such transactions referred to in sub-rule (1), has been identified using data
relating to—

(a) the current year, and the said enterprise has undertaken the same or similar comparable uncontrolled
transaction, in either or both of the two financial years immediately preceding the current year, then, —
6) the price in respect of such transaction in such year (or years) shall be determined by

applying the most appropriate method in the similar manner as applied in the current year; and

(ii) the weighted average of such prices, as computed under sub-rule (5), shall be included in
the dataset under sub-rule (2) instead of price referred to in sub-rule (1);
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(b) the financial year immediately preceding the current year (if the data relating to current tax year is
not available at the time of furnishing return of income for that year), and the said enterprise has undertaken
the same or similar comparable uncontrolled transaction in the financial year immediately preceding the two
financial years, then—
6))] the price in respect of such transaction shall be determined by applying the most
appropriate method in the similar manner as it was applied in the financial year immediately
preceding the current year; and

(i1) the weighted average of such prices, as computed under sub-rule (5), shall be included in
the dataset under sub-rule (2) instead of price referred to in sub-rule (1).

(4) Where the use of data relating to the current year, in terms of rule 79(5), establishes that—

(a) the enterprise has not undertaken the same or similar uncontrolled transaction during the current
year; or

(b) the uncontrolled transaction undertaken during the current year is not a comparable uncontrolled
transaction,
then, irrespective of anything else, neither the price nor the weighted average of prices of the comparable uncontrolled
transactions shall be included in the dataset.

(5) Where an enterprise has undertaken comparable uncontrolled transactions in more than one financial year, the
weighted average of the prices of such transactions for the purposes of sub-rules (2), (3) and (4) shall be computed
based on the method used for determination of prices as specified in column B of the following Table and by
assigning weights to the factors specified in column C thereof: —

Table
Sl No. Method Factors to which weight is assigned
A B C
1. Resale price method. Quantum of sales considered for arriving at the respective prices.
2. Cost plus method. Quantum of costs considered for arriving at the respective prices.

Quantum of costs incurred, sales effected, assets employed or to be
employed, or any other base considered for arriving at the respective
prices.

Transactional net margin
method.

(6) Where the most appropriate method is comparable uncontrolled price method or resale price method or cost plus
method or transactional net margin method and the dataset constructed in accordance with sub-rule (2) consists of six
or more entries, an arm's length range beginning from the 35th percentile of the dataset and ending on the 65th
percentile of the dataset shall be constructed and, if the price at which the international transaction or the specified
domestic transaction has actually been undertaken is —

(a) within such arm’s length range, such price shall be deemed to be the arm's length price;
(b) outside such arm's length range, the median of the dataset shall be used to compute the arm’s length
price.

(7) Where the provisions of sub-rule (6) are not applicable, the arm’s length price shall be —
(a) the arithmetical mean of all the values included in the dataset; or
(b) the price at which such transaction has actually been undertaken, if the variation between the arm’s
length price so determined and the price at which the international transaction or the specified domestic
transaction has actually been undertaken does not exceed such percentage, not exceeding 3% of the latter, as
may be notified in this behalf by the Central Government.

(8) For the purposes of this rule, —

(a) “median” of the dataset, having values arranged in an ascending order, shall be —
(1) the lowest value in the dataset where at least 50% of the values are less than or equal to it; or
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(b)

(ii) the arithmetic mean of such lowest value and the value immediately succeeding it in the dataset, if
the number of all values that are equal to or less that the aforesaid value is a whole number;

(1) “35th percentile” of a dataset, having values arranged in an ascending order, shall be —
(A) the lowest value in the dataset such that at least 35% of the values included in the dataset are equal
to or less than such value; or

B) the arithmetic mean of such lowest value and the value immediately succeeding it in the dataset, if
the number of all values that are equal to or less that the aforesaid value is a whole number; and

(i1) “65th percentile” of a dataset, having values arranged in an ascending order, shall be —
(A) the lowest value in the dataset such that at least 65% of the values included in the dataset are equal
to or less than such value; or

B) the arithmetic mean of such lowest value and the value immediately succeeding it in the dataset, if
the number of all values that are equal to or less that the aforesaid value is a whole number.

Hllustration 1
Enterprise X has undertaken controlled transaction with its associated enterprises during the current year.

After taking into account the facts and circumstances, transactional net margin method has been selected as the most
appropriate method, enterprise X has been selected as the tested party, and the ratio of operating profit (OP) to
operating expense (OE) has been selected as the profit level indicator (PLI). The data of the comparable uncontrolled
transactions is available for the current year under consideration at the time of furnishing return of income by the
assessee and based on the same, seven non-associated enterprises have been identified to have undertaken the
comparable uncontrolled transactions in the current year. All the identified comparable enterprises have also
undertaken comparable uncontrolled transactions in a period of two years preceding the current year. The weighted
average PLI calculation for each non-associated enterprise shall be as follows:

S1. No. Name of Year 1 Year 2 Year 3 Aggregation of OE and Weighted
non- [Current op Average PLI
associated Year]
enterprise
1 2 3 4 5 6 7
1. A OE =100 OE =150 OE =225 Total OE =475 OP/OE = 12%
OP=12 OP=10 OP=35 Total OP = 57
2. B OE =80 OE =125 OE =100 Total OE =305 OP/OE = 8.2%
OP=10 OP=5 OP=10 Total OP =25
3. C OC=E =250 OE =230 OE =250 Total OE =730 OP/OE=9%
OP=22 OP =26 OP=18 Total OP = 66
4. D OE =180 OE=220 OE =150 Total OE = 550 OP/OE = 6%
OP=(-)9 OP =22 OP=20 Total OP = 33
5. E OE = 140 OE =100 OE =125 Total OE = 365 OP/OE =2.2%
OP=21 OP=(-)8 OP=(-)5 Total OP =8
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6. OE =160 OE=120 OE =140 Total OE =420 OP/OE = 11.9%
OP=21 OP=14 OP=15 Total OP = 50

7. OE =150 OE =130 OE =155 Total OE =435 OP/OE =10.57%
OP=21 OP=12 OP=13 Total OP =46

From the above, the dataset will be constructed by arranging the weighted average values of PLI in an ascending
order as follows:

S1. No. 1 2 3 4 5 6 7

Values 2.2% 6% 8.2% 9% 10.57% 11.9% 12%

For deriving the arm's length range, the data place of 35th and 65th percentile shall be computed in the following
manner:

Total number of data points in dataset x (35/100)

Total number of data points in dataset x (65/100)

Thus, the data place of the 35th percentile =7 x 0.35 =2.45.

Since this is not a whole number, the next higher data place, that is, the value at the 3rd place would have at least 35%
of the values below it. The 35th percentile, is therefore, value at the 3rd place, that is, 8.2%.
The data place of the 65th percentile is = 7 X 0.65 = 4.55.

Since this is not a whole number, the next higher data place, that is, the value at the5th place would have at least 65%
of the values below it. The 65th percentile is therefore value at Sth place, that is, 10.57%.
The arm's length range will be beginning at 8.2% and ending at 10.57%.

Therefore, if the PLI in case of the enterprise X that has undertaken the international transaction or the specified
domestic transaction is equal to or more than 8.2% and less than or equal to 10.57%, the price at which such
international transaction or the specified domestic transaction has actually been undertaken shall be deemed to be the
arm's length price. No adjustment shall be required.

However, if the PLI in case of the enterprise X is lower than the 35th percentile of the arm's length range, that is,
8.2%, then for the purpose of determining the arm's length price, the median of the dataset shall be used. The median
will be first determined in the following manner:

The data place of median is calculated by first computing the total number of data point in the dataset x (50/100). In
this case itis 7 X 0.5 =3.5.

Since this is not a whole number, the next higher data place, that is, the value at the 4th place in the dataset would
have at least 50% of the values below it (median).

The median in this case is 9%. Therefore, the PLI at arm’s length shall be 9% and the controlled transaction shall be
adjusted so as to yield this PLI for the controlled enterprise X.

Hlustration 2

In case of the Enterprise X referred to in Illustration 1, the data of the current year is available only in
respect of non-associated enterprises A, C, E, F and G at the time of furnishing the return of income by the assessee.
In respect of non-associated enterprises B and D, the data of the financial year preceding the tax year is available at
the time of furnishing the return of income and the same has been used to identify comparable uncontrolled
transactions undertaken by enterprises B and D. Further, if these seven non-associated enterprises have also
undertaken comparable uncontrolled transactions in either or both of the two financial years immediately preceding
the tax year then such data has been included in the dataset. The weighted average PLI calculation for each non-
associated enterprise shall be as follows:
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Sl. Name of Year 1 Year 2 Year 3 [Tax Aggregation of OE and OP | Weighted Average
No. non- Year] PLI
associated
enterprise
1 2 3 4 5 6 7
1 A OE=100 | OE=150 OE =225 Total OE =475 OP/OE = 12%
OP=12 OP=10 OP =35 Total OP = 57
2 B OE=80 | OE=125 Data not Total OE =205 OP/OE="7.31%
available
OP=10 OP=5 Total OP = 15
3 C OE =250 | OE=230 OE =250 Total OE =730 OP/OE =9%
OopP=22 OP =26 OP=18 Total OP = 66
4 D Datanot | OE =220 Data not Total OE =220 OP/OE = 10%
available available
OP=22 Total OP = 22
5 E Data not Data not OE =125 Total OE = 125 OP/OE = (-) 4%
available | available
OP=(-)5 Total OP = (-)5
6 F OE=160 | OE=120 OE =140 Total OE =420 OP/OE =11.9%
OP=21 OP=14 OP=15 Total OP = 50
7 G OE=150 | OE=130 OE =155 Total OE =435 OP/OE=10.57%
OP=21 OP=12 OE=13 Total OP = 46

From the above, the dataset will be constructed by arranging the weighted average values of PLI in an ascending
order as follows:

S1. No.

1

2

3

4

5

6 7

Values

(-)4%

7.31%

9%

10%

10.57%

11.9% 12%

If during the course of assessment proceedings, the data of the tax year becomes available and the use of such data
indicates that non-associated enterprise B cannot be considered as a comparable under rule 79(3)(ii) and (iii), then the
data in respect of enterprise B shall not be included in the dataset. The data for tax year in respect of enterprise D
shall be included in the dataset. Further, if the data available at this stage identifies a new comparable uncontrolled
transaction undertaken by enterprise H, then, it shall be included in the revised dataset. The weighted average PLI
calculation for each non-associated enterprise shall be as below:
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S1. Name of | Year 1 Year 2 Year 3 [tax | Aggregation of OF and OP | Weighted Average
No. |non- Year] PLI
associated
enterprise

1 2 3 4 5 6 7

1 A OE=100 |OE=150 |OE=225 Total OE =475 OP/OE = 12%
OP=12 OP=10 OP=35 Total OP = 57

2 C OE=250 |OE=230 |OE=250 Total OE = 730 OP/OE = 9%
OP =22 OP =26 OP=18 Total OP = 66

3 D Data not|OE=220 |OE=150 Total OE =370 OP/OE =11.35%
available

Oop=22 OP=20 Total OP =42

4 E Data not | Data not | OC =125 Total OC = 125 OP/OC = (-)4%

available available
OP=(-)5 Total OP = (-)5

5 F OC=160 |OC=120 |OC=140 Total OC = 420 OP/OC=11.9%
OP=21 OP=14 OP=15 Total OP = 50

6 G OC=150 |OC=130 |OC=155 Total OC =435 OP/OC =10.57%
OP=21 OoP=12 OP=13 Total OP = 46

7 H OC=150 |Data  not|OC=280 Total OC =230 OP/OC =9.56%

available

OP=12 OP=10 Total OP = 22

From the above, the dataset will be constructed by arranging the weighted average values of PLI in an ascending
order as follows:

SI. No.

1

2

3

4 5

6 7

Values

(-)4%

9%

9.56%

10.57% 11.35%

11.9% 12%

The calculation of the arm’s length range and the arm’s length price shall then be performed in the same manner as
that described in l/lustration 1.

Hllustration 3
In a given case, comparable uncontrolled price method has been selected as the most appropriate method and
20 comparable uncontrolled transactions have been identified. The dataset of 20 prices, arranged in ascending order,
is as under:

S1. No. Profits (in ¥ Thousands)

1 2

1 42.00
2 43.00
3 44.00
4 44.50
5 45.00
6 45.25
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7 47.00
8 48.00
9 48.15
10 48.35
11 48.45
12 48.48
13 48.50
14 49.00
15 49.10
16 4935
17 49.50
18 49.75
19 50.00
20 50.15

Applying the formula given in the [llustration 1, the data place of the 35th and 65th percentile is determined as
follows:

35th percentile place = 20 x (35/100) = 7th.
65th percentile place = 20 x (65/100) = 13th.

Since the 35th percentile place is a whole number, it shall be the average of the prices at the 7th and next higher, that
is, 8th place. This is (47000+48000)/2 = X 47500.

Similarly, the 65th percentile will be average of 13th and 14th place prices. This is (48500+49000)/2 = X 48750.

The median of the range (the 50th percentile place) = 20 x (50/100) = 10th
Since the 50th percentile place is a whole number, it shall be the average of the prices at the 10th and next higher, that
is, 11th place. This is (48350+48450)/2 = T 48400.

Thus, the arm's length range in this case shall be from % 47500 to % 48750.

Consequently, any controlled transaction whose price is equal to or more than X 47500 but less than or equal to X
48750 shall be considered to be within the arm's length range. If such price is not within the arm’s length range, then,
for the purpose of determining the arm's length price, the median of the dataset shall be used.

82. Exercise of option for determination of arm’s length price for multiple years in a single proceeding.— (1)
The option or options as per section 166(9)(a) may be exercised by an assessee for determination of arm’s length
price for multiple year in a single proceeding by furnishing Form No. 46 for two consecutive tax years (the second tax
year and the third tax year, respectively) immediately following the tax year (the first tax year) in respect of which
reference has been made in its case under the said section.

(2) The Form No. 46, in respect of international transactions or specified domestic transactions shall be furnished,
within the period, beginning from the end of the third tax year and ending on the 30" June succeeding the third tax
year.

(3) Every Form No. 46 furnished in sub-rule (2) shall be accompanied by a certificate from the accountant, as defined
in section 515(3)(b), in Form No. 47.

(4) In a case where the international transactions or the specified domestic transactions fulfil the conditions prescribed
in sub-rule (5), the Transfer Pricing Officer shall, within one month from the end of month in which such option or
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options are exercised, pass an order, in writing, declaring whether the option or options exercised in Form No. 46 are
valid or invalid.

(5) For the purposes of sub-rule (4) the prescribed conditions are as under, —

(a) the international transactions or the specified domestic transactions (herein referred to as the relevant trans-
actions) in the second and third tax year for which option or options has been exercised in Form No. 46,
should be similar to the international transactions or the specified domestic transactions in the first tax year;

(b) the relevant transactions shall be treated to be similar, if they satisfy the following conditions: —
(i) there is no change in the method to determine the arm’s length price for the relevant transactions;

(if) the functions performed, taking into account assets employed and the risks assumed, by the parties in
respect of the relevant transactions remain materially consistent;

(iii) in respect of the relevant transactions, the business activities, the relevant financial, tax, and accounting
methods; and classification of the assessee, in case of a company, remained materially the same;

(iv) the option or options exercise would be applicable even when there is a change in the business result or
holding structure of the associated enterprise, or change in the associated enterprise, provided there is
no material change in the relevant transaction and no material change in the functions performed, taking
into account assets employed and the risks assumed; and

(v) there is no change in the contractual terms (whether or not such terms are formal or in writing) of the
relevant transactions, which explicitly or implicitly laid down how the responsibilities, risks and bene-
fits are to be divided between the parties to the relevant transactions.

(c) the assessee has furnished in the first and the second tax years, —
(i) report from the accountant under section 172 on or before the specified date referred to in that section;
and

(ii) return of income on or before the due date referred to in section 263(1);

(d) the assessee shall undertake to furnish for the third tax year, —
(i) report from the accountant, as defined in section 515(3)(b), under section 172 on or before the specified
date referred to in that section; and

(if) return of income on or before the due date referred to in section 263(1);

(e) the case of the assessee for the first, second and the third tax years is not covered under the provisions of
Chapter XVI-B; and

(f) none of the associated enterprises relevant to the transactions is a resident of a jurisdiction which has been
notified under section 176.

(6) If the assessee objects to the order of the Transfer Pricing Officer under sub-rule (4) declaring the option to be
invalid, it may file its 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.

(7) On receipt of the objection referred to in sub-rule (6), 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 and cause a copy of the said order to be served on the assessee and the Transfer Pricing Officer.

(8) In a case where, during the proceedings under section 166, it is found that the information provided by the
assessee in the Form No. 46 is inaccurate or not bona fide or the accountant, as defined in section 515(3)(b), furnishes
the certificate in Form No. 47 to the same effect or conditions as specified in sub-rule (5) are not met, the order
passed under sub- rule (4) shall be cancelled.

(9) Before cancelling the order passed under sub-rule (4), the Transfer Pricing Officer shall give the assessee a
reasonable opportunity of being heard and take the approval from the Commissioner before cancelling the order.
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(10) Where the option or options exercised by the assessee, are declared as invalid under sub-rule (4) or the order
passed under the said sub-rule is cancelled by the Transfer Pricing Officer, the Transfer Pricing Officer shall proceed
to determine the arm’s length price for the first tax year, for which reference has been received under section 166(1).

83. Time period for repatriation of excess money under section 170(2) and computation of interest income
under section 170(4) pursuant to secondary adjustments.— (1) For the purposes of section 170(2)(b), the time
limit for repatriation of excess money or part thereof in the circumstances mentioned in column B of the following
Table shall be on or before ninety days from the date mentioned in column C thereof:

TABLE
SI. Circumstances Date
No.

A B C

1. Primary adjustments to transfer price have been made suo motu by the | Due date of furnishing of return
assessee in his return of income. under section 263(1).

2. Primary adjustments to transfer price as determined in the order of As- | Date of the order of Assessing
sessing Officer or the appellate authority has been accepted by the as- | Officer or the appellate authori-
sessee. ty, as the case may be.

3. Primary adjustment to transfer price is determined by an advance pricing | Due date of furnishing of return
agreement entered into by the assessee under section 168 in respect of a | under section 263(1).
tax year on or before the due date of furnishing of return for the relevant
tax year.

4. Primary adjustment to transfer price is determined by an advance pricing | End of the month in which the
agreement entered into by the assessee under section 168 in respect of a | advance pricing agreement has
tax year after the due date of furnishing of return for the relevant tax year. | been entered into.

5. Option is exercised by the assessee as per the safe harbour rules under | Due date of furnishing of return
section 167. under section 263(1).

6. Primary adjustment to transfer price is determined by the resolution ar- | Date of order giving effect un-
rived at under mutual agreement procedure under a Double Taxation | der rule 121(10) to such resolu-
Avoidance Agreement entered into under section 159 (1) or (2). tion.

(2) The imputed per annum interest income on excess money or part thereof, which is not repatriated within the time
limit as per sub-rule (1) shall be computed —
(a) at the one-year marginal cost of fund lending rate of the State Bank of India as on the 1st April of
the relevant tax year plus 325 basis points in the cases where the international transaction is denominated in
Indian rupee; or

(b) at the reference rate of the relevant foreign currency, as defined in rule 89(3), as on the 30"
September of the relevant tax year plus 300 basis points in the cases where the international transaction is
denominated in foreign currency.

(3) The interest referred to in sub-rule (2) shall be chargeable on excess money or part thereof which is not repatriated
in cases referred to in column B of the Table in sub-rule (1) from the date mentioned in column C thereof.

(4) For this rule, the exchange rate for conversion of the value of international transactions denominated in foreign
currency into Indian rupees, shall be the telegraphic transfer buying rate of such currency on the last day of the tax
year in which the transaction was undertaken and the “telegraphic transfer buying rate” shall have the meaning
assigned to in rule 207.

84. Information and documents to be kept and maintained under section 171(1).— (1) Every person who has
entered into an international transaction or a specified domestic transaction, shall keep and maintain the following
information and documents: —
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(a) a description of the ownership structure of the assessee enterprise with details of shares or other
ownership interest held therein by other enterprises for the contemporaneous period;

(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 transaction or a specified domestic transaction, have been entered into by the assessee,
and ownership linkages among them;

(c) 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;

(d) the nature and terms (including prices) of international transaction or a specified domestic
transaction entered into with each associated enterprise, details of property transferred or services provided
and the quantum and the value of each such transaction or class of such transaction;

(e) a description of the functions performed, risks assumed and assets employed or to be employed by
the assessee and by the associated enterprises involved in the international transaction or the specified
domestic transaction;

® a record of the economic and market analyses, forecasts, budgets or any other financial estimates
prepared by the assessee for the business as a whole and for each division or product separately, which may
have a bearing on the international transaction or the specified domestic transaction entered into by the
assessee;

(2) a record of uncontrolled transactions taken into account for analysing their comparability with the
international transaction or a specified domestic transaction 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 transaction or a specified domestic transaction, as the case may be;

(h) a record of the analysis performed to evaluate comparability of uncontrolled transactions with the
international transaction or the specified domestic transaction;

(1) a description of the methods considered for determining the arm's length price in relation to each
international transaction or specified domestic transaction or class of transactions, the method selected as the
most appropriate method along with explanations as to why such method was so selected, and how such
method was applied in each case;

) 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
adjustments, if any, which were made to account for differences between the international transaction or the
specified domestic transaction and the comparable uncontrolled transactions, or between the enterprises
entering into such transactions;

(k) the assumptions, policies and price negotiations, if any, which 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; and

(m) any other information, data or document, including information or data relating to the associated
enterprise, which may be relevant for determination of the arm's length price.

(2) Nothing contained in sub-rule (1) shall apply to an international transaction in a case where the aggregate value, as
recorded in the books of account, of international transactions entered into by the assessee during the tax year does
not exceed one crore rupees.
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(3) For application of sub-rule (2), the assessee shall be required to substantiate, on the basis of material available,
that income arising from international transactions entered into by him has been computed in accordance with section

161.

(4) The provisions of sub-rule (1) shall not apply to an eligible specified domestic transaction referred to in rule 96 in
the case of an eligible assessee referred to in rule 95, and in such case—

(a)

the eligible assessee, referred to in rule 95(a), shall keep and maintain the following information

and documents: —

(b)

6))] a description of the ownership structure of the assessee enterprise with details of shares or
other ownership interest held therein by other enterprises for the contemporaneous period;

(i1) 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;

(iii) the nature and terms (including prices) of specified domestic transactions entered into with
each associated enterprise and the quantum and value of each such transaction or class of such

transaction;

(iv) a record of proceedings, if any, before a regulatory commission and orders 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 specified
domestic transaction;

(vi) the assumptions, policies and price negotiations, if any, which have critically affected the
determination of the transfer price; and

(vii) any other information, data or document, including information or data relating to the
associated enterprise, which may be relevant for determination of the transfer price;

the eligible assessee, referred to in rule 95(b), shall keep and maintain the following information

and documents: —

(1) a description of the ownership structure of the assessee co-operative society with details of
shares or other ownership interest held therein by the members;

(i1) description of members including their addresses and period of membership;

(ii1) the nature and terms (including prices) of specified domestic transactions entered into with
each member and the quantum and value of each such transaction or class of such transaction;

(iv) 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;

(vi) the documentation regarding price being routinely declared in transparent manner and
being available in public domain; and

(vii) any other information, data or document which may be relevant for determination of the
transfer price.

(5) The information specified in sub-rules (1) and (4) shall be supported by authentic documents, which may include

the following: —

(a)

official publications, reports, studies and data bases from the Government of the country of

residence of the associated enterprise, or of any other country;
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(b) reports of market research studies carried out and technical publications brought out by institutions
of national or international repute;

(c) price publications including stock exchange and commodity market quotations;

(d) published accounts and financial statements relating to the business affairs of the associated
enterprises;

(e) agreements and contracts entered into with associated enterprises or with unrelated enterprises in
respect of transactions similar to the international transactions or the specified domestic transactions, as the
case may be;

® letters, emails and other correspondence, documenting any terms negotiated between the assessee

and the associated enterprise;

(2) documents generally issued in connection with various transactions under the accounting practices
followed.

(6) The information and documents specified under sub-rules (1), (2), (3) and (4), should, as far as possible, be
contemporaneous and shall exist on the specified date referred to in section 173(d).

(7) For the purposes of sub-rule (6), where a relevant transaction continues to have effect beyond one tax year, fresh
documentation need not be maintained separately in respect of each tax year, unless there is any significant change in

(a) the nature or terms of such transaction; or
(b) underlying assumptions; or
(c) any other factor affecting the transfer price,

and in case of such a change, fresh documentation shall be maintained, bringing out its impact on pricing under sub-
rules (1), (2) (3) and (4).

(8) The information and documents specified in sub-rules (1) to (4) shall be kept and maintained for a period of nine
years from the end of the relevant tax year.

85. Report from an accountant to be furnished under section 172.— (1) The report from an accountant, as defined
in section 515(3)(b), required to be furnished under section 172 by every person who has entered into an international
transaction or a specified domestic transaction during a tax year, shall be in Form No. 48 and be verified in the
manner indicated therein.

(2) The report referred to in sub-rule (1) shall be furnished at least one month prior to the due date of furnishing return
of income as per section 263(1)(c).

86. Definitions for safe harbour rules for international transactions.— For the purposes of this rule and rules 87
to 93, —
(@) ‘“accountant” —
Q) means an accountant referred to in section 515(3)(b), who fulfils the following conditions: —
(A) if he is pursuing the profession of accountancy individually or is a valuer then —
M he has professional experience of not less than ten years; and

) his annual receipt in the year preceding the year in which cost certification is under-
taken, from the exercise of profession, exceeds fifty lakh rupees;

(B) if he is a member or partner in any entity engaged in rendering accountancy or valuation ser-
vices then, the annual receipt of the entity in the year preceding the year in which cost certi-
fication is undertaken exceeds three crore rupees;
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(ii) includes any person recognised for undertaking cost certification by the government of the coun-
try, where the associated enterprise is registered or incorporated or any of its agencies, who ful-
fils the following conditions: —

(A) the condition referred to in clause (a)(i)(A) and (B); and

(B) if he is a member or partner in any entity engaged in rendering accountancy or valuation
services then, the entity or its affiliates have presence in more than two countries;

(b) “contract research and development services wholly or partly relating to software development” means the
following: —
(1) research and development producing new theorems and algorithms in the field of theoretical

computer science; or

(i1) development of information technology at the level of operating systems, programming languages,
data management, communications software and software development tools; or

(1ii) development of internet technology; or
(iv) research into methods of designing, developing, deploying or maintaining software; or
(v) software development that produces advances in generic approaches for capturing, transmitting,

storing, retrieving, manipulating or displaying information; or

(vi) experimental development aimed at filling technology knowledge gaps, as may be necessary to
develop a software programme or system; or

(vii) research and development on software tools or technologies in specialised areas of computing
(image processing, geographic data presentation, character recognition, artificial intelligence and such other
areas); or

(viii)  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 debugging of the
software;

(c) “core auto components” means—
(1) engine and engine parts, including piston and piston rings, engine valves and parts cooling systems
and parts and power train components; or

(i1) transmission and steering parts, including gears, wheels, steering systems, axles and clutches; or

(1ii) suspension and braking parts, including brake and brake assemblies, brake linings, shock absorbers
and leaf springs; or

(iv) lithium-ion batteries for use in electric or hybrid electric vehicles;

(d) “corporate guarantee” means explicit corporate guarantee extended by a company to its wholly owned
subsidiary being a non-resident in respect of any short-term or long-term borrowing, but does not include letter of
comfort, implicit corporate guarantee, performance guarantee or any other guarantee of similar nature;

(e) “data centre” means a dedicated secure space within a building or centralised location, where computing and
networking equipment is concentrated for the purpose of collecting, storing, processing, distributing or allowing
access to large amounts of data;

® “data centre services” means the services provided by a data centre through the use of physical infrastructure
including land, buildings, mechanical electrical power equipment, cooling system, security and information
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technology infrastructure including servers, computers, storage systems, operating systems, security solutions,
network and associated software platforms, networking and other equipment, human resource in India;

(g) “generic pharmaceutical drug” means a drug that is comparable to a drug already approved by the regulatory
authority in dosage form, strength, route of administration, quality and performance characteristics and intended use;

(h) “information technology enabled services” means any of the following business process outsourcing services
provided mainly with the assistance or use of information technology: —

(1) back office operations; or

(i1) call centres or contact centre services; or

(iii) data processing and data mining; or

(iv) insurance claim processing; or

(v) legal databases; or

(vi) creation and maintenance of medical transcription excluding medical advice; or

(vii) translation services; or

(viii)  payroll; or

(ix) remote maintenance or recovery; or
x) revenue accounting; or

(x1) support centres; or

(xii) website services; or

(xiii)  data search integration and analysis; or
(xiv)  remote education excluding education content development; or
(xv) clinical database management services excluding clinical trials,

but does not include any research and development services whether or not in the nature of contract research and
development services.

(1) “intra-group loan” means loan advanced to an associated enterprise being a non-resident, where the loan —
(1) is not advanced by an enterprise, being a financial company including a bank or a financial
institution or an enterprise engaged in lending or borrowing in the normal course of business; and

(i1) does not include credit line or any other loan facility which has no fixed term for repayment;
)] “knowledge process outsourcing services” means any of the following business process outsourcing services

provided mainly with the assistance or use of information technology requiring application of knowledge and
advanced analytical and technical skills: —

)] geographic information system; or
(i1) human resources services; or
(ii1) engineering and design services; or

(iv) animation or content development and management; or
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(v) business analytics; or
(vi) financial analytics; or

(vii) market research,

but does not include any research and development services, whether or not in the nature of contract research and
development services;

(k)

“low value-adding intra-group services” means services that are performed by one or more members of a

multinational enterprise group on behalf of one or more other members of the same multinational enterprise group
and which —

M
(m)

6] are in the nature of support services;

(i1) are not part of the core business of the multinational enterprise group, that is, such services neither
constitute the profit-earning activities nor contribute to the economically significant activities of the
multinational enterprise group;

(iii) are not in the nature of shareholder services or duplicate services;

(iv) neither require the use of unique and valuable intangibles nor lead to the creation of unique and
valuable intangibles;

(v) neither involve 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) do not have reliable external comparable services that can be used for determining their arm's length
price,

but does not include the following services: —

(A) research and development services;

(B) manufacturing and production services;

©) information technology (software development) services;

(D) knowledge process outsourcing services;

(E) business process outsourcing services;

(F) purchasing activities of raw materials or other materials that are used in the manufacturing or

production process;

(G) sales, marketing and distribution activities;

(H) financial transactions;

@ extraction, exploration, or processing of natural resources; and
@) insurance and reinsurance;

“non-core auto components” means auto components other than core auto components;

“no tax or low tax country or territory” means a country or territory in which the maximum rate of income-

tax is less than 15%;

(n)

“operating expense” means —
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(0)

(1) the costs incurred in the tax year by the assessee in relation to the international transaction during
the course of its normal operations including costs relating to Employee Stock Option Plan or similar stock-
based compensation provided for by the associated enterprises of the assessee to the employees of the
assessee;

(i1) reimbursement to associated enterprises of expenses incurred by the associated enterprises on
behalf of the assessee at cost;

(iii) amounts recovered from associated enterprises on account of expenses incurred by the assessee on
behalf of those associated enterprises and which relate to normal operations of the assessee at cost; and

(iv) depreciation and amortisation expenses relating to the assets used by the assessee,

but does not include —

(A) interest expense;

(B) provision for unascertained liabilities;

©) pre-operating expenses;

(D) loss arising on account of foreign currency fluctuations;

(E) extraordinary expenses;

F loss on transfer of assets or investments other than assets, on which depreciation is

included in the operating expense;
(G) expense on account of income-tax; and
(H) other expenses not relating to normal operations of the assessee;

“operating revenue” means the revenue earned by the assessee in the tax year in relation to the international

transaction during the course of its normal operations including costs relating to Employee Stock Option Plan or
similar stock-based compensation provided for by the associated enterprises of the assessee to the employees of the
assessee, but does not include —

(P

(1) interest income;
(i1) income arising on account of foreign currency fluctuations;
(iii) income on transfer of assets or investments other than assets, on which depreciation is included in

the operating expense;

(iv) refunds relating to income-tax;
(v) provisions written back;
(vi) extraordinary incomes; and

(vii) other incomes not relating to normal operations of the assessee;

“operating profit margin” in relation to operating expense means the ratio of operating profit, being the

operating revenue in excess of operating expense, to the operating expense expressed in terms of percentage;

(q)
(r)

“relevant tax year” means the tax year for which the option for safe harbour is validly exercised;

“software development services” mean —
(1) business application software and information system development using known methods and
existing software tools; or



[STT [I—&ve 3(i)] ST 3T TSI ; STETETLOT 1607

(ii) ancillary or support services for existing systems; or
(ii1) converting or translating computer languages; or
(iv) adding user functionality to application programmes; or

(v) debugging of systems; or
(vi) 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.

87. Eligible assessee for safe harbour rules for international transactions.— (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 90, and—

(a) is engaged in providing information technology services consisting of any one or more of the
following: —
(1) software development services; or
(i1) information technology enabled services; or
(ii1) knowledge process outsourcing services; or
(iv) contract research and development services wholly or partly relating to software
development,

with insignificant risk, to a non-resident associated enterprise (hereinafter referred to as foreign principal); or

(b) has made any intra-group loan; or
(©) has provided a corporate guarantee; or
(d) is engaged in providing contract research and development services wholly or partly relating to

generic pharmaceutical drugs, with insignificant risk, to a foreign principal; or

(e) is engaged in the manufacture and export of core or non-core auto components and where 90% or
more of total turnover during the relevant tax year is in the nature of original equipment manufacturer sales;
or

® is in receipt of low value-adding intra-group services from one or more members of its group; or

(2) has provided data centre services to a foreign company.

(2) For the purposes of identifying an eligible assessee, with insignificant risk, referred to in sub-rule (1)(a), the
Director General of Income-tax (Systems) shall have regard to the following factors: —

(a) the foreign principal performs most of the economically significant functions involved, including
the critical functions, such as, —
6) conceptualisation;

(i1) design of the product; and

(iii) providing the strategic direction and framework,
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either through its own employees or through its other associated enterprises, while the eligible assessee
carries out the work assigned to it by the foreign principal;

(b) the capital and funds and other economically significant assets including the intangibles required,
are provided by the foreign principal or its other associated enterprises, and the eligible assessee is only
provided a remuneration for the work carried out by it;

(©) the eligible assessee works under the direct supervision of the foreign principal or its associated
enterprise which not only has the capability to control or supervise but also actually controls or supervises
research or product development or the activities carried out through its strategic decisions to perform core
functions as well as by monitoring activities on a regular basis;

(d) the eligible assessee does not assume or 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 determinant;

(e) 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 or on the
outcome of the research, which vests with the foreign principal as evident from the contract and the conduct
of the parties.

(3) For the purpose of identifying an eligible assessee, with insignificant risk, referred to in sub-rule (1)(d), the
Director General of Income-tax (Systems) or the Assessing Officer or the Transfer Pricing Officer, as the case may be,
shall have regard to the following factors: —

(a) the foreign principal performs most of the economically significant functions involved in research
or product development cycle, including the critical functions such as;
(1) conceptualisation;

(i1) design of the product; and
(ii1) providing the strategic direction and framework,

either through its own employees or through its other associated enterprises while the eligible
assessee carries out the work assigned to it by the foreign principal;

(b) the foreign principal or its other associated enterprises provides, —
(1) the funds or capital;
(i1) other economically significant assets including intangibles required for research or product

development; and
(1ii) a remuneration to the eligible assessee for the work carried out by it;

() the eligible assessee works under the direct supervision of the foreign principal or its other
associated enterprise which has not only the capability to control or supervise but also actually controls or
supervises research or product development, through its strategic decisions to perform core functions as well
as by monitoring activities on a regular basis;

(d) the eligible assessee does not assume or 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 determinant;

(e) the eligible assessee has no ownership right, legal or economic, on the outcome of the research
which vests with the foreign principal and which is evident from the contract as well as the conduct of the
parties.
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88. Eligible international transactions for safe harbour.— An “eligible international transaction” means an
international transaction between the eligible assessee and its associated enterprise, one of which is necessarily a non-
resident, and which comprises of —

(a) provision of information technology services consisting of any one or more of the following: —
(1) provision of software development services; or
(i1) provision of information technology enabled services; or
(iii) provision of knowledge process outsourcing services; or
(iv) provision of contract research and development services wholly or partly relating to software

development; or

(b) advance of intra-group loan; or
(c) provision of corporate guarantee, where the amount guaranteed, —
(1) does not exceed one hundred crore rupees; or
(i1) 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; or

(d) provision of contract research and development services, wholly or partly, relating to generic pharmaceutical
drugs; or

(e) manufacture and export of core auto components; or

® manufacture and export of non-core auto components; or

(2) receipt of low value-adding intra-group services from one or more members of its group; or

(h) provision of the data centre services.

89. Safe harbour for eligible international transactions.— (1) The transfer price declared by an eligible assessee in
respect of an eligible international transaction for a tax year shall be accepted by the income-tax authorities, if —
(a) the option exercised by the said assessee is not held to be invalid under rule 90; and

(b) it is in accordance with the circumstances as specified in sub-rule (2).

(2) The circumstances referred to in sub-rule (1) in respect of the eligible international transaction specified in column
B of the following Table shall be as specified in column C thereof:

Table
SL Eligible International Transaction Circumstances
No.

A B C

1. Provision of information technology | The operating profit margin declared by the eligible assessee from
services. the eligible international transaction in relation to operating

expense incurred is not less than 15.5%, where the aggregate
operating revenue of such transaction entered into during the tax
year does not exceed a sum of two thousand crore rupees.

2. Advancing of intra-group loans where | The interest rate declared in relation to the eligible international
the amount of loan is denominated in | transaction entered into during the tax year is not less than the one-
Indian Rupees (rupees). year marginal cost of funds lending rate of State Bank of India as

on the 1st April of the relevant tax year plus —
(i) 175 basis points, where the associated enterprise has credit
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rating between AAA to A or its equivalent; or

(if) 325 basis points, where the associated enterprise has credit
rating of BBB-, BBB or BBB+ or its equivalent; or

(iii) 475 basis points, where the associated enterprise has credit
rating between BB to B or its equivalent; or

(iv) 625 basis points, where the associated enterprise has credit
rating between C to D or its equivalent; or

(v) 425 basis points, where credit rating of the associated enter-
prise is not available and the amount of loan advanced to the
associated enterprise including loans to all associated enter-
prises in Indian Rupees does not exceed a sum of one hun-
dred crore rupees in the aggregate as on the 31* March of the
relevant tax year.

3. Advancing of intra-group loans where
the amount of loan is denominated in
foreign currency.

The interest rate declared in relation to the eligible international
transaction entered into during the tax year is not less than the
reference rate of the relevant foreign currency as on the 30th
September of the relevant tax year plus —

(@) if amount of loan advanced to the associated enterprise in-
cluding loans to all associated enterprises does not exceed a
sum equivalent to two hundred and fifty crore rupees (Indian
rupees) in the aggregate as on 31st March of the relevant tax
year, —

(i) 150 basis points, where the associated enterprise has a
credit rating of AAA, AA+, AA, AA-, A+, A, A- or
equivalent; or

(if) 300 basis points, where the associated enterprise has
credit rating of BBB+, BBB, BBB- or equivalent; or

(iii) 400 basis points, where the associated enterprise has a
credit rating of BB+, BB, BB-, B+, B, B-, C+, C, C-, D
or equivalent or where the credit rating of the associated
enterprise is not available;

(b) if amount of loan advanced to the associated enterprise in-
cluding loans to all associated enterprises exceeds a sum
equivalent to two hundred and fifty crore rupees (Indian ru-
pees) in the aggregate as on the 31st March of the relevant tax
year, —

(i) 150 basis points, where the associated enterprise has a
credit rating of AAA, AA+, AA, AA-, A+, A, A- or
equivalent; or

(i) 300 basis points, where the associated enterprise has
credit rating of BBB+, BBB, BBB- or equivalent; or

(iii) 450 basis points, where the associated enterprise has a
credit rating of BB+, BB, BB-, B+, B, B- or equivalent;
or

(iv) 600 basis points, where the associated enterprise has
credit rating of C+, C, C-, D or equivalent or where the
credit rating of the associated enterprise is not available.

4. Providing corporate guarantee. The commission or fee declared in relation to the eligible
international transaction entered into during the tax year is at the
rate not less than 1% per annum on the amount guaranteed.

5. Provision of contract research and | The operating profit margin declared by the eligible assessee from

development services, wholly or

the eligible international transaction entered into during the tax year
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partly, relating to
pharmaceutical drugs.

generic

in relation to operating expense incurred is not less than 24%,
where the aggregate operating revenue of such transaction does not
exceed a sum of three hundred crore rupees.

Manufacture and export of core auto
components.

The operating profit margin declared by the eligible assessee from
the eligible international transaction entered into during the tax year
in relation to operating expense is not less than 12%.

Manufacture and export of noncore
auto components.

The operating profit margin declared by the eligible assessee from
the eligible international transaction entered into during the tax year
in relation to operating expense is not less than 8.5%.

Receipt of low
intragroup services.

value-adding

The aggregate amount of the low value adding intra-group services
during the tax year, including a mark-up not exceeding 5%, does

not exceed a sum of ten crore rupees, and the method of cost
pooling, the exclusion of shareholder costs and duplicate costs from
the cost pool and the reasonableness of the allocation keys used for
allocation of costs to the assessee by the overseas associated
enterprise, is certified by an accountant.

9. Provision of the data centre services. The operating profit margin declared by the eligible assessee from
the eligible international transaction entered into during the tax year

in relation to operating expense is not less than 15%.

(3) For the purposes of this rule, —

(a) “reference rate” means, —
(1) for US dollar, 6-month Term Secured Overnight Financing Rate (SOFR), currently administered by
Chicago Mercantile Exchange (CME), as increased by 45 basis points;

(il)  for Euro, 6-month Euro Inter Bank Offered Rate (EURIBOR), currently administered by European
Money Markets Institute;

(iii) for UK Pound Sterling, 6-month Term Sterling Overnight Index Average (SONIA), currently
administered by ICE Benchmark Administration or Refinitiv, as increased by 30 basis points;

(iv)  for Japanese Yen, 6-month Tokyo Term Risk Free Rate (TORF), currently benchmarked by QUICK
Benchmarks Inc, as increased by 10 basis points;

(v)  for Australian dollar, 6-month Bank Bill Swap Rates (BBSW) currently administered by Australian
Securities Exchange; and

(vi) for Singapore dollar, 6-month Compounded Singapore Overnight Rate Average (SORA), currently

administered by Monetary Authority of Singapore, as increased by 45 basis points;

(b) “credit rating” means the credit rating assigned to the associated enterprise by a Securities and Exchange
Board of India registered and Reserve Bank of India accredited credit rating agency, which is applicable for the
relevant tax year, so however that—
6 where the associated enterprise has only one credit rating, then such rating shall be taken as its
credit rating; or

(i1) where the associated enterprise has a credit rating from more than one such credit rating agency,
then the least of such ratings shall be taken as its credit rating.

(4) The provisions of sub-rules (1) and (2) shall apply for a block period of three tax years commencing from the tax
year 2026-2027 and shall continue to apply for block periods subsequent to the aforesaid block period, unless
modified.
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(5) No comparability adjustment and allowance under section 165(3)(a)(ii) shall be made to the transfer price
declared by the eligible assessee and accepted under sub-rules (1) and (2).

(6) The provisions of sections 171 and 172 in respect of an international transaction shall apply irrespective of the fact
that the assessee exercises his option for safe harbour in respect of such transaction.

90. Procedure relating to transactions other than provision of information technology services.— (1) For the
purposes of exercise of the option for safe harbour, —
(a) the assessee shall furnish Form No. 49, complete in all respects, to the Assessing Officer on or
before the due date specified in section 263(1)(c) for furnishing the return of income for the relevant tax
year; and

(b) the return of income for the said tax year is furnished by the assessee on or before the date of
furnishing of Form No. 49.

(2) On receipt of Form No. 49, the Assessing Officer shall verify whether—
(a) the assessee exercising the option is an eligible assessee; and

(b) 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.

(3) Where the Assessing Officer doubts the valid exercise of the option for the safe harbour by an assessee, 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 safe harbour.

(4) For the purposes of sub-rule (3), the Transfer Pricing Officer 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.

(5) Where —
(a) the assessee does not furnish the information or documents or other evidence required by the
Transfer Pricing Officer; or

(b) the Transfer Pricing Officer finds that the assessee is not an eligible assessee; or

() the Transfer Pricing Officer finds that the international transaction in respect of which the option
referred to in sub-rule (1) has been exercised 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, after giving a reasonable 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.

(6) If the assessee objects to the order of the Transfer Pricing Officer under sub-rule (5) 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.

(7) On receipt of the objection referred to in sub-rule (6), the Commissioner shall after providing a reasonable
opportunity of being heard to the assessee, pass appropriate orders in respect of the validity, or otherwise of the option
exercised by the assessee and cause a copy of the said order to be served on the assessee and the Assessing Officer.

(8) 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 accordance with the circumstances specified in rule 89(2) and, if it is not in accordance with the said
circumstances, the Assessing Officer shall adopt the operating profit margin or rate of interest or commission
specified in the said rule.

(9) For the purposes of this rule, —
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(i) no reference under sub-rule (3) shall be made by an Assessing Officer after expiry of a period of two
months from the end of the month in which Form No.49 is received by him,;

(i1) no order under sub-rule (5) 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 Officer under sub-rule (3) is
received by him; and

(iii) the order under sub-rule (7) shall be passed by the Commissioner within a period of two months from
the end of the month in which the objection filed by the assessee under sub-rule (6) is received by him.

(10) If the Assessing Officer or the Transfer Pricing Officer or the Commissioner, as the case may be, does not make a
reference or pass an order, within the time specified in sub-rule (9), then the option for safe harbour exercised by the
assessee shall be treated as valid.

(11) Form No. 49 shall be furnished electronically either under digital signature or through electronic verification
code and shall be verified by the person who is authorised to verify the return of income of the assessee under section
265.

(12) The Assessing Officer may make a reference under section 166 in respect of international transaction other than
the eligible international transaction.

91. Procedure relating to transactions of provision of information technology services.— (1) Where option for
safe harbour is exercised in respect of eligible international transaction being provision of information technology
services, such option for safe harbour, once exercised validly, shall continue to remain in force for a period of five
consecutive tax years.

(2) For the purposes of safe harbour in respect of eligible international transaction referred to in sub-rule (1), the
threshold of two thousand crore rupees of the aggregate operating revenue shall be tested for the first of the five
consecutive tax years.

(3) For exercising option for safe harbour, the assessee shall furnish Form No. 49, complete in all respects, to the
Director General of Income-tax (Systems) for the first of the five consecutive tax years for which option for safe
harbour is proposed to be exercised on or before the due date of furnishing of return of income, as specified in section
263(1)(c), for the aforesaid first tax year.

(4) After furnishing of Form No. 49, verification in respect of the following shall be done electronically: —

(a) the assessee exercising the option is an eligible assessee;

(b) the transaction in respect of which the option is exercised is an eligible international transaction;
and

(©) the exercise of option is valid.

(5) After verification, the assessee shall be intimated within a period of two months from the end of the month in
which the option for safe harbour is exercised, about the acceptance or the rejection of the option exercised, as the
case may be.

(6) The option for exercise of safe harbour shall not be rejected unless the assessee is provided an opportunity to
remove defects, if any, in the application filed.

(7) Where an option for safe harbour is rejected electronically, the assessee shall be provided reasons for the same.
(8) Where an option for safe harbour is accepted, the assessee shall furnish return of income in accordance with the
safe harbour provisions for each of the five consecutive tax years on or before the due date specified in section

263(1)(c).

(9) The option shall not remain in force in respect of any tax year, if the assessee withdraws the option for safe
harbour, by furnishing a declaration to that effect.
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(10) The withdrawal of option referred to in sub-rule (9) shall not be made after the expiry of six months from the end
of the first tax year.

(11) Where the assessee withdraws the option for safe harbour by furnishing a declaration referred to in sub-rule (9)
the option shall not remain in force for tax year for which assessee has withdrawn the option and for subsequent tax
years.

(12) Where an assessee withdraws the option for safe harbour, he shall not be eligible to again exercise the option for
safe harbour upto the period of expiry of five consecutive tax years referred to in sub-rule (1).

(13) The assessee shall, in respect of each of the four consecutive tax years following the first tax year, furnish a
statement on or before the due date of furnishing return of income of that tax year as specified in section 263(1)(c),
providing details of eligible transactions, their quantum and profit margins.

(14) The Assessing Officer may make a reference under section 166 in respect of international transaction other than
the eligible international transaction.

(15) Form No. 49 shall be furnished electronically either under digital signature or through electronic verification
code.

(16) Form No. 49 shall be certified by the chief executive officer or chairman and managing director of the assessee
and verified by the person who is authorised to verify the return of income of the assessee under section 265.

(17) The Director General of Income-tax (Systems) shall, with the approval of the Board, lay down the data structure,
standards, format and procedure of furnishing and verification of such Forms, statements, order, declaration,
including any modification, if required.

92. Safe harbour rules for international transactions not to apply in certain cases.— Nothing contained in rule
86, 87, 88, 89, 90 or 91 shall apply in respect of eligible international transactions entered into with an associated
enterprise located in any country or territory notified under section 176, or in a no tax or low tax country or territory.

93. Mutual agreement procedure not to apply where safe harbour for international transactions is accepted.—
Where transfer price in relation to an eligible international transaction, declared by an eligible assessee, is accepted by
the income-tax authorities under section 167, the assessee shall not be entitled to invoke mutual agreement procedure
under an agreement for avoidance of double taxation entered into with a country or specified territory outside India,
as referred to under section 159.

94. Definitions for safe harbour rules for specified domestic transaction.— For the purposes of this rule and rules
95t0 98, —
(a) “Appropriate Commission” shall have the same meaning as assigned to it in section 2(4) of the
Electricity Act, 2003 (36 of 2003); and

(b) “Government company” shall have the same meaning as assigned to it in section 2(45) of the
Companies Act, 2013 (18 of 2013).

95. Eligible assessee for safe harbour rules for specified domestic transactions.— An “cligible assessee” means a
person who has exercised a valid option for application of safe harbour rules in accordance with the provisions of rule
97, and —
(a) is a Government company engaged in the business of generation, supply, transmission or
distribution of electricity; or

(b) is a co-operative society engaged in the business of procuring and marketing milk and milk
products.

96. Eligible specified domestic transaction for safe harbour.— An “eligible specified domestic transaction” means
a specified domestic transaction undertaken by an eligible assessee and which comprises of: —
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(a) supply of electricity; or

(b) transmission of electricity; or

(©) wheeling of electricity; or

(d) purchase of milk or milk products by a co-operative society from its members.

97. Safe harbour for eligible specified domestic transaction.— (1) The transfer price declared by an eligible
assessee in respect of an eligible specified domestic transaction for a tax year shall be accepted by the income-tax
authorities, if, —

(a) the option exercised by the said assessee is treated to be validly exercised under rule 98; and

(b) it is in accordance with the circumstances as specified in sub-rule (2).
(2) The circumstances referred to in sub-rule (1) in respect of the eligible specified domestic transaction specified in
column B of the following Table shall be as specified in column C thereof:

Table
SL Eligible specified domestic Circumstances
No. Transaction
A B C
1. Supply of electricity, | The tariff in respect of supply of electricity, transmission of electricity,

transmission of electricity, | wheeling of electricity, as the case may be, is determined or the
wheeling of electricity, as the | methodology for determination of the tariff is approved by the Appropriate

case may be. Commission in accordance with the provisions of the Electricity Act, 2003

(36 0£2003).
2. Purchase of milk or milk | The price of milk or milk products is determined at a rate which is fixed
products. on the basis of the quality of milk, namely, fat content and Solid Not Fat

(SNF) content of milk and —

(a) the said rate is irrespective of —
(i) the quantity of milk procured; or
(if)  the percentage of shares held by the members in the co-
operative society; or
(iii)  the voting power held by the members in the society; and

(b) such rates are routinely declared by the co-operative society in a

transparent manner and are available in public domain.

(3) No comparability adjustment and allowance under section 165(3)(a)(ii) shall be made to the transfer price
declared by the eligible assessee and accepted under sub-rule (1).

(4) The provisions of sections 171 and 172 in respect of a specified domestic transaction shall apply irrespective of
the fact that the assessee exercises his option for safe harbour in respect of such transaction.

98. Procedure governing safe harbour rules for specified domestic transactions.— (1) For the purposes of
exercising of the option for safe harbour, —
(a) the assessee shall furnish Form No. 49, complete in all respects, to the Assessing Officer on or
before the due date specified in section 263(1)(c) for furnishing the return of income for the relevant tax
year; and

(b) the return of income for the relevant tax year is to be furnished by the assessee on or before the date
of furnishing of Form No. 49.

(2) On receipt of Form No. 49, the Assessing Officer shall verify whether—
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(a) the assessee exercising the option is an eligible assessee; and
(b) the transaction in respect of which the option is exercised is an eligible specified domestic
transaction,

before the option for safe harbour by the assessee is treated to be validly 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 —
(a) the assessee does not furnish the information or documents or other evidence required by the
Assessing Officer; or

(b) the Assessing Officer finds that the assessee is not an eligible assessee; or

(©) the Assessing Officer finds that the specified domestic transaction in respect of which the option
referred to under sub-rule (1) has been exercised is not an eligible specified domestic transaction; or

(d) the tariff is not in accordance with the circumstances specified under rule 97,

the Assessing Officer shall, by order in writing, declare the option exercised by the assessee under sub-rule (1) to be
invalid, after giving a reasonable opportunity of being heard to the assessee, and cause a copy of the said order to be
served on the assessee.

(5) If the assessee objects to the order of the Assessing Officer under sub-rule (4) declaring the option to be invalid,
he may file his objections with the Principal Commissioner or the Commissioner, as the case may be, to whom the
Assessing Officer is subordinate, within fifteen days of receipt of the order of the Assessing Officer.

(6) On receipt of the objection referred to in sub-rule (5), the Principal Commissioner or the Commissioner, as the
case may be, shall after providing a reasonable opportunity of being heard to the assessee, pass appropriate orders in
respect of the validity or otherwise of the option exercised by the assessee and cause a copy of the said order to be
served on the assessee and the Assessing Officer.

(7) For the purposes of this rule, —
(a) 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 No. 49 is received by him; and

(b) the order under sub-rule (6) shall be passed by the Principal Commissioner or Commissioner, 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, as the case may be, does not pass an
order within the time specified under sub-rule (7), then the option for safe harbour exercised by the assessee shall be
treated as valid.

(9) Form No. 49 shall be furnished electronically either under digital signature or through electronic verification code
and shall be verified by the person who is authorised to verify the return of income of the assessee under section 265.

(10) The Assessing Officer may make a reference under section 166 in respect of specified domestic transaction other
than the eligible specified domestic transaction.

99. Definitions for safe harbour rules for income attribution in case of income from business and profession.—
For the purposes of this rule and rules 100 to 102, —

(a) “contract manufacturer” means an Indian company who produces specified electronic goods on behalf of any
foreign company in a custom bonded area;
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(b)
(©

(d)

(e)

®

(2
(h)

“custom bonded area” means a warehouse as referred to in section 65 of the Customs Act, 1962;

“eligible assessee” means —
(1) a foreign company engaged in the business of diamond mining which has exercised an option for
application of safe harbour rules in accordance with rule 100; or

(i1) a foreign company which stores components in a warchouse in a custom bonded area for providing
them to a contract manufacturer to be used for manufacturing of specified electronic goods;

“eligible business” means —
(1) a business of selling raw diamonds in any notified special zone as referred under section

9(9)(e)(i)(C); or

(i1) the business activity of storage of components in a warehouse in a custom bonded area for sale to a
contract manufacturer to be used for manufacturing of specified electronic goods;

“gross receipts” means, —

(1) in a case referred to clause (d)(i), the aggregate of —
(A) the amount paid or payable to the eligible assessee or to any person on his behalf on
account of sale of raw diamonds by such eligible assessee; and

(B) the amount received or deemed to be received by the eligible assessee or by any person on
his behalf on account of sale of raw diamonds by such eligible assessee;

(i1) in a case referred to clause (d)(ii), the aggregate of —
(A) the amount paid or payable to the eligible assessee or to any person on his behalf on
account of sale of components in a warchouse in a custom bonded area to the contract manufacturer
to be used for manufacturing of specified electronic goods; and

(B) the amount received or deemed to be received by the eligible assessee or by any person on
his behalf on account of sale of components in a warechouse in a custom bonded area to the contract

manufacturer to be used for manufacturing of specified electronic goods;

“raw diamonds” means diamonds that are —

(1) uncut or unpolished;

(i1) unassorted;

(ii1) unworked or simply sawn, cleaved or bruted;

(iv) not conflict diamonds as defined by the Kimberley Process;

(v) accompanied by Kimberley Process Certificate issued by the Kimberley Process authority in the

exporting country; and

(vi) falling under Tariff Heading 7102 of the First Schedule to the Customs Tariff Act, 1975 (51 of
1975);

“relevant tax year” means the tax year in which the option for safe harbour is exercised;

“specified electronic goods” shall mean —
(1) mobile phones; or

(i1) laptops, all-in-one personal computers and tablets; or

(ii1) servers and ultra small form factor (USSF); or
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@iv) sub-assemblies to the finished goods mentioned in clause (i) to (iii); or
v) hearables and wearables and accessories related to the finished goods mentioned in clause (i) to
(iii).

100. Safe harbour for income attribution in case of income from business and profession.— (1) The income-tax
authorities shall accept the option for safe harbour exercised by an eligible assessee in any relevant tax year under rule
101, where the income declared by such assessee from an eligible business is in accordance with the circumstances as
specified under sub-rule (2), unless such safe harbour is declared invalid under the provisions of rule 101(3).

(2) In respect of the eligible business mentioned in column B of the following Table, the circumstances referred to in
sub-rule (1) shall be as specified in column C thereof:

Table
SI. No. Eligible business Circumstances
A B C
1. Selling of raw diamonds. The profits and gains of the eligible business chargeable to

tax under the head “Profits and gains of business or
profession” shall be 4% or more of the gross receipts from
such business.

2. The business activity of storage of | The profits and gains of the eligible business chargeable to
components in a warehouse in a | tax under the head “Profits and gains of business or
custom bonded area for sale to a | profession” shall be 2% or more of the gross receipts from
contract manufacturer. such business.

(3) Where the eligible assessee has exercised the option for safe harbour under rule 101 in respect of the eligible
business in any relevant tax year and such option is not declared invalid under the said rule,—

(a) any deduction allowable under the provisions of sections 28 to 34, 44 to 49, 51, 52, Schedule IX
and Schedule X shall be deemed to have been already given full effect to and no further deduction under
those sections or Schedules shall be allowed;

(b) the written down value of any asset of such business shall be deemed to have been calculated as if
the eligible assessee had claimed and had been actually allowed the deduction in respect of the depreciation
for such tax year;

(©) no set off of unabsorbed depreciation under section 33(11) or carried forward loss under section
112(1) shall be allowed to such assessee; and

(d) no set off of loss from other business under section 108(1) or other head under section 109 shall be
allowed to such assessee for income chargeable to tax under the head “Profits and gains of business or
profession” in respect of such business.

(4) The provisions of sections 171 and 172 shall apply in respect of an international transaction or specified domestic
transaction, if the eligible assessee enters into such transaction while carrying on the eligible business.

(5) For the purposes of this rule, the expressions, “international transaction” and “specified domestic transaction”
shall have the meanings respectively assigned to them in sections 163 and 164.

101. Procedure governing safe harbour rules for income attribution in case of income from business and
profession.— (1) For exercising option for safe harbour, the assessee shall furnish Form No. 49, complete in all
respects, to the Assessing Officer before furnishing the return of income under section 263 for the relevant tax year.
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(2) The income from eligible business shall be determined in accordance with the provisions of the Act without
having regard to the provisions of rule 100(2), where the assessee does not exercise option for safe harbour under rule
100(1).

(3) The Assessing Officer may declare the option for safe harbour as invalid by an order in writing, where the
assessee has—
(a) availed the safe harbour by furnishing incorrect facts; or

(b) concealed facts related to his business.

(4) The Assessing Officer shall afford a reasonable opportunity of being heard to the assessee before declaring the
option for safe harbour invalid under sub-rule (3).

(5) The Assessing Officer shall serve a copy of the order referred to under sub-rule (3) to the assessee and the other
provisions of the Act shall apply accordingly.

(6) Form No. 49 shall be furnished electronically either under digital signature or through electronic verification code
and shall be verified by the person who is authorised to verify the return of income of the assessee under section 265.

102. Mutual agreement procedure not to apply where safe harbour for income attribution in case of income
from business and profession is exercised.— The assessee shall not be entitled to invoke mutual agreement
procedure under an agreement for avoidance of double taxation as referred to in section 159 in relation to an eligible
business, if the assessee has exercised the option for safe harbour under rule 101 in respect of such business and such
option is not declared invalid under the said rule.

103. Meaning of expressions used in matters in respect of advance pricing agreement.— For the purposes of this
rule and rules 104 to 120, —
(a) “agreement’ means an advance pricing agreement entered into between the Board and the applicant,
with the approval of the Central Government, as referred to in section 168(1);

(b) “application” means an application for advance pricing agreement made under rule 106;
() “applicant” means a person who has made an application;
(d) “bilateral agreement” means an agreement between the Board and the applicant, subsequent to, and

based on, any agreement referred to in rule 122 between the competent authority of India with the competent
authority of the other country regarding the most appropriate transfer pricing method or the arms' length
price;

(e) “competent authority of India” means an officer authorised by the Central Government for the
purpose of discharging the functions relating to any agreement entered into under section 159 of the Act;

® “covered transaction” means the international transaction or transactions for which agreement has
been entered into;

(g) “critical assumptions” means the factors and assumptions which are so critical and significant, that
if changed, the parties to the agreement shall not continue to be bound by the agreement;

(h) “most appropriate transfer pricing method” means a transfer pricing method, referred to in section
165(1), being the most appropriate, 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 specified by the
Board under rules 79 and 80;

(1) “multilateral agreement” means an agreement between the Board and the applicant, subsequent to,
and based on, any agreement referred to in rule 122 between the competent authority of India with the
competent authorities of the other countries regarding the most appropriate transfer pricing method or the
arms' length price;
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)] “rollback year” means any tax year, falling within the period not exceeding four tax years,
preceding the first of the tax years referred to in section 168(4);

(k) “tax treaty” means an agreement under section 159 for the avoidance of double taxation;
)] “team” means advance pricing agreement team 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 Principal Chief Commissioner of Income-tax (International Taxation); and

(m) "unilateral agreement" means an agreement between the Board and the applicant, which is neither a
bilateral nor a multilateral agreement.

104. Persons eligible to apply.— A person shall be eligible to enter into an agreement under these rules, if he —
(a) has undertaken an international transaction; or

(b) is contemplating to undertake an international transaction.

105. Pre-filing consultation.— (1) An eligible person may make an application in Form No. 50 to the Principal Chief
Commissioner of Income-tax (International Taxation) for a pre-filing consultation.

(2) On receipt of the application, the team shall hold pre-filing consultation with the eligible person who has
applied under sub-rule (1).

3) The competent authority of India or his representative shall be associated in pre-filing consultation involving
bilateral or multilateral agreement.

4 The pre-filing consultation shall, among other things, —
p g g g
(a) determine the scope of the agreement;
(b) identify transfer pricing issues;
(©) determine the suitability of international transaction for the agreement; and
(d) discuss broad terms of the agreement.

(5) The pre-filing consultation shall—
(a) neither bind the Board or the eligible person who has applied under sub-rule (1) to enter into an
agreement or initiate the agreement process;

(b) nor be deemed to mean that the person has applied for entering into an agreement.
(6) The provisions of this rule shall not apply in the case of renewal of the agreement.
106. Application for advance pricing agreement.— (1) An eligible person may furnish an application in Form

No. 51 along with requisite fee of twenty lakh rupees for entering into an agreement.

2) The application shall be furnished to Principal Chief Commissioner of Income-tax (International Taxation) in
case of unilateral agreement and to the competent authority of India, in case of bilateral or multilateral agreement.

3) The application may be filed by the eligible person at any time—
(a) before the first day of the first tax year for which the application is made, in respect of transactions
which are of a continuing nature from dealings that are already occurring; or

(b) before undertaking the transaction in respect of remaining transactions.

@) The application shall be accompanied by the proof of payment of fees of twenty lakh rupees.
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107. Withdrawal of application for agreement.— (1) The applicant may withdraw the application for
agreement at any time before the finalisation of the terms of the agreement by furnishing an intimation to the
Principal Chief Commissioner of Income-tax (International Taxation), in case of unilateral agreement and to the
competent authority of India, in case of bilateral or multilateral agreement.

2) The fee paid shall not be refunded on withdrawal of application by the applicant.

108. Preliminary processing of application.— (1) Application filed in Form No. 51 shall be complete in all respects
and accompanied by requisite documents.

(2) The Principal Chief Commissioner of Income-tax (International taxation), in the case of a unilateral
agreement and competent authority of India, in the case of bilateral or multilateral agreement shall serve a deficiency
letter on the applicant, if —

(a) any defect is noticed in the application in Form No. 51; or

(b) any relevant document is not attached thereto; or

(c) the application is not in accordance with understanding reached in pre-filing consultation referred to

in rule 105.

3) The deficiency letter in sub-rule (2) shall be served on the applicant within one month from the end of the
month in which the application has been received.

4 The applicant shall remove the deficiency or modify the application within a period of thirty days from the
date of receipt of the deficiency letter.

(5) The Principal Chief Commissioner of Income-tax (International Taxation) or the competent authority of
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 (4).

(6) The order referred to in sub-rule (5) shall be passed after providing a reasonable opportunity of being heard
to the applicant.

(7 In a case where an application is not allowed to be proceeded with under sub-rule (5), the fee paid by the
applicant shall be refunded.

109. Procedure.— (1) If the application referred to in rule 108 has been allowed to be proceeded with, the team or
the competent authority of India, or his representative, shall process the same in consultation and discussion with the
applicant in accordance with provisions of this rule.

(2) For the purposes of sub-rule (1), the team, or the competent authority of India, or its representative may,—
(a) hold meetings with the applicant on such time and date as it deems fit; or
(b) call for additional document or information or material from the applicant; or
() visit the applicant's business premises; or
(d) make such inquiries as it deems fit in the circumstances of the case.
3) In the case of a unilateral agreement, the proceedings referred to in sub-rule (2) may, where it is possible, be

completed within a period of one year from the end of the financial year in which application referred to in rule 108
has been allowed to be proceeded with.

4) For the purpose of sub-rule (1), the applicant may provide further document and information for
consideration of the team, or the competent authority of India, or his representative.

%) For bilateral or multilateral agreement, the competent authority shall forward the application to the Principal
Chief Commissioner of Income-tax (International Taxation), who shall assign it to one of the teams.
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(6) 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 Principal Chief Commissioner of Income-tax (International
Taxation) to the competent authority of India.

(7 If the applicant makes a request for bilateral or multilateral agreement in the application, the competent
authority of India shall in addition to the procedure provided in this rule, invoke the procedure provided in rule 122.

(®) The Principal Chief Commissioner of Income-tax (International Taxation) (for unilateral agreement) or the
competent authority of 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 rule 122(5) which has been accepted by the applicant in accordance with rule 122(8).

9) The agreement shall be entered into by the Board with the applicant after its approval by the Central
Government.

(10) Once an agreement has been entered into, the Principal Chief Commissioner of Income-tax (International
Taxation) or the competent authority of India, as the case may be, shall cause a copy of the agreement to be sent to the
Commissioner of Income-tax having jurisdiction over the assessee.

(11) Where no agreement has been entered within a period of three years from the end of the financial year in
which application referred to in rule 108 is furnished then the Board may direct that the proceedings in respect of such
an application shall be treated as closed, if—
(a) the applicant has not provided any document or information or material relevant, as required under sub-
rule (2)(ii), for proceeding with the application; or

(b) the applicant fails to comply with any direction issued for holding meeting, facilitating the visit of
premise, or making of inquiries in terms of sub-rule (2).

(12) The directions under sub-rule (11) shall be given after providing a reasonable opportunity of being heard to
the applicant.

(13) Where an application is made for a unilateral advance pricing agreement where the primary covered
transaction is the provision of information technology services referred to in rule 89(2) [Table: SI. No. 1] and the
agreement is not entered into within a period of two years from the end of the quarter in which the application is
made, the proceedings in respect of such an application shall be treated as closed.

(14) For the purposes of sub-rule (13), the assessee may request for an additional period of six months beyond the
time limit mentioned therein and, in such case, the aforesaid time limit shall be extended by an additional period of
six months.

(15) Where the proceedings are closed, the fee paid by the applicant under rule 106 shall not be refunded.

110. Terms of the agreement.— (1) An agreement may among other things, include—
(a) the international transactions covered by the agreement;

(b) the agreed transfer pricing methodology, if any;

(c) determination of arm's length price, if any;

(d) the manner in which the arm's length price is to be determined, if any;
(e) definition of any relevant term to be used in clause (b), (c) or (d);

® critical assumptions;

(g) rollback provisions referred to in rule 111; and

(h) the conditions, if any, other than provided in the Act or these rules.
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2) The agreement shall not be binding on the Board or the assessee, if there is a change in any of critical
assumptions or failure to meet conditions subject to which the agreement has been entered into.

3) The binding effect of agreement shall cease only if any party has given due notice to the concerned other
party or parties.
4 In case there is a change in any of the critical assumptions or failure to meet the conditions subject to which

the agreement has been entered into, the agreement may 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 conditions to the Principal Chief Commissioner of Income-tax (International
Taxation), as soon as it is practicable to do so.

(6) The Board shall give a notice in writing of such change in critical assumptions or failure to meet conditions
to the assessee, as soon as it comes to the knowledge of the Board.

(7 The revision or the cancellation of the agreement shall be in accordance with rules 115 and 116, respectively.

111. Roll back of Agreement.— (1) Subject to the provisions of this rule, the agreement may provide for determining
the arm's length price in relation to an international transaction, or specify the manner in which such arm’s length
price shall be determined during the rollback year (herein referred to as the rollback provision).

2) The rollback provision shall be subject to the following: —
(a) the international transaction is same as the international transaction to which the agreement (other
than the rollback provision) applies;

(b) the return of income for the relevant rollback year has been or is furnished by the applicant within
the time specified in section 263(1)(c);

(©) the report in respect of the international transaction had been furnished within the time specified in
clause (b);
(d) the applicability of rollback provision, in respect of an international transaction, has been requested

by the applicant for all the rollback years in which the said international transaction has been undertaken by
the applicant; and

(e) the application seeking rollback in Form No. 51 has been made in accordance with sub-rule (5).
3) Irrespective of anything contained in sub-rule (2), the rollback provision shall not be provided in respect of
an international transaction for a rollback year, if—

(a) the determination of arm's length price of the said international transaction for the said year has

been subject matter of an appeal before the Appellate Tribunal and the Appellate Tribunal has passed an
order disposing of such appeal at any time before signing of the agreement; or

(b) 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 return of income of the said year.

4) Where the rollback provision specifies the manner in which arm's length price shall be determined 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 tax year to which the
agreement applies, not being a rollback year.

() 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. 51 with proof of payment of an additional fee of T 500000.

112. Amendments to application.— (1) An applicant may request in writing for an amendment to an application at
any stage, before the finalisation of the terms of the agreement.
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2) The Principal Chief Commissioner of Income-tax (International Taxation) (for unilateral agreement) or the
competent authority of India (for bilateral or multilateral agreement) may, allow the amendment to the application, if
such an amendment does not have effect of altering the nature of the application as originally filed.

113. Furnishing of annual compliance report.— (1) The assessee shall furnish an annual compliance report to the
Principal Chief Commissioner of Income-tax (International Taxation) for each year covered in the agreement.

(2) The annual compliance report shall be in Form No. 52.

(3) The assessee shall file the annual compliance report for each year covered in the agreement, within thirty days of
the due date of filing the income-tax return for that year, or within ninety days of entering into an agreement,
whichever is later and send it to Principal Chief Commissioner of Income-tax (International Taxation).

(4) The Principal Chief Commissioner of Income-tax (International Taxation) shall send one copy of annual
compliance report to the competent authority of India, one copy to the Commissioner of Income-tax who has the
jurisdiction over the income-tax assessment of the assessee and one copy to the Transfer Pricing Officer having the
jurisdiction over the assessee.

114. Compliance audit of agreement.— (1) The Transfer Pricing Officer in respect of arms’ length price and 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—
(a) the assessee to substantiate compliance with the terms of 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; and

(b) the assessee to submit any information, or document, to establish that the terms of the agreement
has been complied with.

3) The Transfer Pricing Officer shall submit the compliance audit report, for each year covered in the
agreement, to the Principal Chief Commissioner of Income-tax (International Taxation) in case of unilateral
agreement and to the competent authority of India, in case of bilateral or multilateral agreement, mentioning therein
his findings as regards compliance by the assessee with terms of the agreement.

4) The Principal Chief Commissioner of Income-tax (International Taxation) shall forward the report to the
Board, where there is finding of failure on part of assessee to comply with terms of agreement and cancellation of the
agreement is required.

(5) The compliance audit report shall be furnished by the Transfer Pricing Officer within six months from the
end of the month in which the Annual Compliance Report referred to in rule 113 is received by such officers.

(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 109, except where the agreement has been cancelled under rule 116.

115. Revision of an agreement.— (1) An agreement, subsequent to it having been entered into, may be revised by
the Board, if, —
(a) there is a change in critical assumptions or failure to meet a condition subject to which the
agreement has been entered into; or

(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

(c) there is a request from competent authority of the other country requesting revision of agreement, in
case of bilateral or multilateral agreement.
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2) An agreement may be revised by the Board, either suo motu, or on request of the assessee, or the competent
authority of India, or the Principal Chief Commissioner 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.

4 In case the assessee is not in agreement with the proposed revision, the agreement may be cancelled in
accordance with rule 116.

(5) In case the Board is not in agreement with the request of the assessee for revision of the agreement, the
Board shall reject the request in writing giving reason for such rejection.

(6) For the purpose of arriving at the agreement for the proposed revision, the procedure provided in rule 109
may be followed, so far as they apply.

(7 The revised agreement shall include the date till which the original agreement is to apply and the date from
which the revised agreement is to apply.

116. Cancellation of an agreement.— (1) An agreement shall be cancelled by the Board for any of the following
reasons:
(a) the compliance audit referred to in rule 114 has resulted in the finding of failure on the part of the
assessee to comply with the terms of the agreement; or
(b) the assessee has failed to file the annual compliance report in time; or

(c) the annual compliance report furnished by the assessee contains material errors; or

(d) the agreement is to be cancelled under rule 115(4) or rule 117(7).

(2) The Board shall give a reasonable opportunity of being heard to the assessee, before proceeding to cancel an
application.
3) The competent authority of India shall communicate with the competent authority of the other country or

countries and provide reason for the proposed 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 cancellation and
for non-acceptance of submission of the assessee, if any.

(5) The order of cancellation shall also specify the effective date of cancellation of the agreement, where
applicable.
(6) The order under section 168(7), declaring the agreement as void ab initio, on account of fraud or

misrepresentation of facts, shall be in writing and shall provide reason for such declaration and for non-acceptance of
submission of the assessee, if any.

@) The order of cancellation shall be intimated to the Assessing Officer and the Transfer Pricing Officer, having
jurisdiction over the assessee.

117. Procedure for giving effect to rollback provision of an Agreement.— (1) The effect 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 169 in respect of a rollback year
to which the agreement applies along with the proof of payment of any additional tax arising as a consequence of and
computed in accordance with the rollback provision.
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3) The modified return referred to in sub-rule (2) shall be furnished along with the modified return to be
furnished in respect of first of the tax years for which the agreement has been requested for in the application.

@) 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 issue 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 Commissioner is pending before the Appellate Tribunal or
the High Court for a rollback year, on an issue which is 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 Assessing Officer or the
Commissioner, as the case may be, within three months of filing of modified return by the applicant.

(6) The applicant, the Assessing Officer or the Commissioner, shall inform the Dispute Resolution Panel, or the
Commissioner (Appeals), or the Appellate Tribunal, or the High Court, as the case may be, the fact of an agreement
containing rollback provision having been entered into along with a copy of the same as soon as it is practicable to do
SO.

(7 In case effect cannot be given to the rollback provision of an agreement in accordance with this rule, for any
rollback year to which it applies, on account of failure on the part of applicant, the agreement shall be cancelled.

118. Relief in tax payable under section 206(1) due to operation of section 206(1)(i).— (1) For the purposes of
section 206(1)(i), the tax payable by the assessee company unde