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INCOME-TAX RULES, 1962*

NG 969, DATED 26-3-1962]

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

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

PART I
PRELIMINARY

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

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

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

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

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

clarifications issued by the CBDT.

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

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

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

l ] l
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{2) A.]l l't:f{.:l‘u

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

out in Appendix 11 hereto,

PART IT
DETERMINATION OF INCOME

A.—Salaries

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

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

be—

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




1.3 DETERMINATION OF INCOME - SALARIES R.2B

(a) theactual amount of such

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

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

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

Y({¢) an amount equal to—

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

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

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

{a) on leave to any place in India;

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

Komd onp 1 4



1.
R.2B INCOME-TAX RULES, 1962 4
rvice or alter the terming.
(b) toany place in India after retirement from serviee oF
tion of his service,

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

erformance of such travel subject 1o

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

fConted. from p. 1.5)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

14. Inserted, ibid _

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

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

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

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

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

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

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

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

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

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

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

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

. - . : s £ - H L]

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

co-operative society; |

1 voluntary separation]has been

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

drawn to result in overall reduction

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

Provided that free conveyance is not provided by the employer;

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

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

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

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

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

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

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

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

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

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

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

(dy Uttar Pradesh

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

(¢} Himachal Pradesh

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

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

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

(fH Jammu and Kashmix

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

M[Rs. 800] per
maonth

33. Substituted for “Composite Hill Com

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

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

(i)

{ £7i)

(iv}

(v)

{vi)

{vi))

(wifd)

(ix)

(x)

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

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

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

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

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

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

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

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

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

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

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

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

(1
{c)

{d)

(e}

and Narcandum [slands;
North and Middle Anda-

mans;
Througheout Lakshadweuep
and Minicoy Islands;

All places on or north ol the
following demarcation line:

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

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

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

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

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

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

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

(A) Asrang,
Chitkul and
Hango Kuno

Charang
Panchayats;

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

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

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

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

No.,

-__‘_‘—__

INCOME.-TAX RULES, 1962

1.14

Nane of
allowance

Place at which aflowance
is exerp!

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

1)

{2)

(3)

(4)

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

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

(g} Following areas in Jammu
and Kashmir:

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

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

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

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

(v) Leh District;

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

sion and Keran Ltlaga
of Baramulla District.

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

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

Rs. 1,100
per month




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

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

(b
(c)
(d}

(&)

6}

(&

ed by those specified at 1{d)
above.

Throughout Nagaland
State.

South Andaman (including
Port Blair).

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

Dharmanagar, Kailasahar,
Amarpur and Khowal in
Tripura.

Following areas in Jammu
and Kashmir :

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

(i) Matchill in
Baramulla District.

Following areas imn

Himachal Pradesh :

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

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

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

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

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

(&

{€)
()

rici of Mizoram;
Throughout Tripura except
areas those specified at

I e);
Throughout Manipur:

Following  arcas of
Himachal Pradesh :

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

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

(i) Following areas of
Mandi District:

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

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

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

N

L

DETERMINATION OF INCOME - SALARIES

R. 2BB

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

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

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

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

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

st
Na

Name of
ullowangey

is exempl

Plave at which allowance

—
Extent to whicy
allowance is
exenpt

1)

')

{3)

—

{4

(B

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

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

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

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

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

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

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

38.

1-8-1997.

39,

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

1-8-1997,

41.
42,

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

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



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

exempl

(1) {2 (3) (4)

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

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

Allowance Pradesh :— per month.

() Tirap and Changlang
Districts;

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

() Throughout Manipur and
Nagaland.

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

(dy Following areas in Himachal
Pradesh -

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

" (&) Following areas in Uitar

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

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

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

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

Compensatory Modified
Field Area Allowance

{d)

(2)
(e

6672 along the Greal
Himalayan Range, all

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

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

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

Following area in Haryana —
Satrod (Hissar).

Following areas in Himachal
Pradesh :—

Areas North of line joining

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

(€id)

Punjab

“[Rs. 1,000] per
month

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

1-8-1997,
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5i Name of Place at which allo : i
wance Extent to which
No. allowance is exempt atlowence is
axempt
(1) (2) {3) {4)

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

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

(i) All areas of Arunachal

Pradesh and Assam

North of river Brahma-

putira except Tejpur -

Misamari and Field Areas.

(&) Throughout Mizoram and

Tripura.

() Following areas in Sikkizn and
West Bengal :—

Areas Northwards of line

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

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

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

(¢ Following areas in Uttar.

Pradcsh ;-
Areas North of line JomJng

Uttarkashi Karan
Gauchar, Joshimath, Chamoll,

Rudra l‘rayag. askute, Char- -

amgad, Dherchuls, Kausani sxd

Narendra Nagar upto inter-

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

1-“— i

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

Kupwara, Drugmula

' Panges,: Mankes, |

Buniyar, Pantha Chowk,
Khanabal, Anantnag,

.- Khandru and Khru upto |

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

(i) Arsas West Df lme jom-

. ing - BP-19, Brahmana- .

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

'T‘ 'Bntutﬂ. Pﬂhﬁtﬂ R.nm
1.qitn

L f: ”mdeﬁ ﬁm
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Exient 1o which, |

INCOME-TAX RULES, 1962

St
Na.

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

aflovwance
T

{1}

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

#[11,| Transport allowance grant-

»1[12.| Underground allowance

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

Any special allowancein the | Whole of India month.

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

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

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

Whole of India Rs, 800 per

month.]

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

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

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

45,

46,

47,

48.
49,
sS4,
51
52,
53.

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

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

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

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

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

(3) (4}

"(2)

Transport allowance granted to an employee

other than ar employee referred to in serial

number 11 to meet his expenditure for the

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

his residence and the place of his duty

p—

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

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

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

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

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

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

ing in high altitude areas
14. | Any special allowance

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

of Island (duty) allowance

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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



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

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

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

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

quthotise to act in this behalf.

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

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

of Income-tax (Systems

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

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

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

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

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

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

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

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

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

provided.in sub-rule (2) :

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

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

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

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

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

Expianation~For the purposes of this rule,—

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

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

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

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

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

e Chief Co

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(Corid on p 129

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(&) (™)
(& “I™]

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

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

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

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

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

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

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

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

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

(Cantd from p. 1.30)

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

i

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

capital undertaking:

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

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

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

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

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

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

may be;

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

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

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

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

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

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

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

64a. Rules 2DB and 2DC inserted by the IT (Twentieth Amdi) Rules, 2020, wel. 17-8-2020
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an application in Form No. 10BBA enclosing therewith relevant documenis and
evidence, (o the—

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

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

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

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

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

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

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

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

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

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

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

clause (23
ness,

ntral Government shall approv

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

is wholly engaged in the eligible bus;.

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

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

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

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

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

(7) Where the enterprise,—

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

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

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

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

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

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

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

Explanatior: : For the purposes of this rule,—

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

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

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

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

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

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

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

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

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

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

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

131 The infrastructure Debt Fund shall

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

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

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

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

_1-].]

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

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

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

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

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

mﬂnﬂuhﬂmyr&nimﬂmqwmm

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

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

&9,

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

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

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

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

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

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

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

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

ame meaning as in clause (@) of Explanation 3

n 2 of the Act; P

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

ure Debt Fund raised

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

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

*Should be read as ‘clause’.

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

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

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

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

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

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

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

TABILE]
s Circuntstarices Where accorroadation is Whiere accommodarion is

No., unfurnished furnished

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

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

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

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

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

B ) cquipment or other similar o

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

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

—

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

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

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

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

Not applicable

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

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

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

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

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

(if) is located in a remate area:

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

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

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

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

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

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

employee.

No value:

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

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

Nat applicable

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

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

{2)

—— o LA RLm——— = e
—————

Where acownititienfoding
is tinfuanadoed

(4

SALARIS

——

Whieper aneosiismiondiition
o frnanisdied

(4

wWhuore the accommuoda-

License Tee determined by
the Conlril Govermmmetd or

The value of pergiiiniie v
determined under cotumn

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

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

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

Where the accommoda-

tion is provided by any

other employer and—

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

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

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

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

fCamid. fronm p. 1.42)

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

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

{8 where the accommo-
dation is taken on

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

the employee.

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

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

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

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

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

The value of perquisite ag
determined under column

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

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

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

{Comrd from p 1.43}

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

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

(¢ which is located in a remote area:

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

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

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

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

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

fContd, ort p, 1.48:
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TABLE I

VALUE OF PERQUISITE PER CALENDAR MONTH

Where cubic cu pa::;:r‘

owned or hired by the
employer and—

(@)

()

(c)

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

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

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

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

No value:

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

the employer.

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

No value:

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

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

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

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

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

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

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

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

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

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

loans made

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

son on his

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

for medical

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

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

purposes of his own

or any member of his

household and—

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

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

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

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

{) such reimbursement

No value:

No value:

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

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

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

fConid: from p. [.46)

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

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

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

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

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

(3) | Where the employec owns

any other automotive

conveyance but the actual

running and maintenance

charges are met or reim-

bursed to him by the em-

ployer and

(i suach reimbursement | No value : Not applicable :

(i)

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

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

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

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

ployer as reduced by the

amount of Rs. 900,

the employee.

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

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

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

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

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

pERh I
(Conid from . 1.5} : . .

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

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

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

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

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

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

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

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

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

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

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

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

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

anend foven | ;‘-JJ

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

(&} The volue of any vther benefit or ame

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

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

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

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

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

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

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

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

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

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

() allowances which are exempted from payment of tax;

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

fCormd on p 1.5
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[Mﬂi from p. i.5

74.

75.

76.

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

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

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

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

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

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

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

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

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

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

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

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

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

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

—

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

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

by reason of his being in employment of that employcr.

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

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

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

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

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

employee or any member of his hausehold during the relevant previous

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

ted at the rate ®charged per annum

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

incurred wholly and exclusively for official purposes and the fullnwing

conditions are fulfilled:—

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

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

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

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

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

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

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

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

sports and similar facilitics provided uniformly to all employees by the

cuployer.

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

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

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

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

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

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

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

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

such date; or

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

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

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

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

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

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

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

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

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

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

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

81. For definition of “recognised stock e

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

minimum floor space of 180 square
room.

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

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

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

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

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

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

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

- 7 iy . s PR = i

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

(x) Adequate arrangements are made for j
patients.

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

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

solating septic and infectious

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

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

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

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

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

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

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

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

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

B

[

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

(a) cancer;

() tuberculosis;

(¢) acquired immunity deficiency syndrome;

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

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

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

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

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

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

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

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

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

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

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

Explanation—For the purpose of this rule,—

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

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

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

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

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

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

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

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

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

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

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

R =1/ Favg;

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

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

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

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

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

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

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

legal proceedings would be useless.]

acated, or steps have been taken to compy

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

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

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

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

(a) the tenancy is bowna fide; .

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

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

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

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

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

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

making any deduction under this rule.’

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

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

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

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

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

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

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

C.—Profits and gains of business or profession

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

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

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

90

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

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

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

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

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

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

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

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

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

te depreciation on its R&D assets though part of assessee’s business remair o 1
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“..ﬁ"d 'an # " ¥ - '
" relevant previous year - CIT'v. Udaipur Disiillary Co. Lid. (No. 3)(2004] 134 Taxman 616 /268

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(Conid. from p 1.65)

. 8

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

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

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

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

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

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

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

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

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

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

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

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

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

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

(B is an article or thing invented in,

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

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

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

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

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

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

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

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

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

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

for the purpose of business of

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

the Eleventh Schedule to the Act.

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

ment ;

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

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

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

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

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

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

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

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

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

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

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

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

3AAA]]

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

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

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

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

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

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

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

'9[(a) in the case of any such ship—

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

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

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

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

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

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

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

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

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

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

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

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

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

bl o
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i t

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

March, 1964—

(/ whereitisinstalled be

of business of mining Ct_h o P

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

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

(i) inany othercase,tenp
plant to the assessec.

Explanation.—In this rule, “actual cos
clause (/) of section 43.]

1[Guidelines, form and manner in resp
(iii) of sub-section (1) of section 35.

L] L] al —_—

SC. (1} An application for approva., | |

(1) (3 under clause (i) *[or clause (ii)] of s‘u!:-sectmn (1)3D£ Fsef:nun 35byg
13[***] research association in duplicate in Form No. -I:

; i1 h-section (1) of section 35 by 4
] der clause (#) or clause (i) uf. sut ' _
" E?ﬁvfrsity, college or other institution 1n duplicate in Form No. 3CF.J],

shall be made, at any time during the financial year immediately pre:-cef:ling the
assessment year from which the approval is so-ug!'lt,_to_ the Comm:ssm]_:er of
Income-tax or the Director of Income-tax having jurisdiction over the applicant.

(2) Annexure to the application [in] Form No. 3CF-I shall be filled out if the asso.
ciation claims exemption under clause (27) of section 10 of the Income-tax Act,

(3) The applicant shall send a copy of the application in Form No. 3CF_—I or, as the
case may be, Form No. 3CF-II to Member (IT), Central Board of'Dlrect '!‘axes
accompanied by the acknowledgement receipt as evidence of having furnished
the application form in duplicate in the office of the Commissioner of Income-tax
or tbe Director of Income-tax having jurisdiction over the case.

(4} The period of one year, as specified in the fourth proviso to sub-section (1) of
section 35, before the expiry of which approval is to be granted or the application
is to be rejected by the Central Government shall be reckoned from the end of the

month in which the application form from the applicant for approval is received in
the office of Member (IT), Central Board of Direct Taxes.

(5) If any defect is noticed in the application in Form No. 3CF-I or Form No. 3CF-II
or if any relevant document is not attached thereto, the Commissioner of Income-
tax or, as the case may be, the Director of Income-tax shall serve a deficiency

letter on the applicant before the expiry of one month from the date of receipt of
the application form in his office.

(6) The appﬁcaqt shall remove the deficiency within a period of fifteen days from
the date of service of the deficiency letter or within such further period which, on

¢* shall have the meaning assigned to jt

ect of approval under clause (ii) and clayg,

11. Rules 5C to SE inserted by the IT {Twelfth Amdt.) Rules, 2006, w.e f. 30- 10-2006.
12. Inserted by the IT (Fourth Amdt.) Rules, 2011, w.ef 5-4.2011.
13. Word “scientific” omitted, ibid
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an application made in this beh
period for removal of deficie

ber (IT), Central Board of Direct T;:::UHE the application as invalid to the Mem-

7} The Central Governm ; s
:;‘icln as invalid. © ent, if satisfied, May pass an order treating the applica-

éxpiry of the period of three months t0 be reck .
which the application form was received ur;e ﬁjﬂfﬁg o the end of the month in

(9) The Eentral Government may before granting approval under ci ]
clause (i) shall call for such documents or infurmaggu from r.h:ra;;lif:nilgs{;:

may consider necessary and may get any inquiry made for verificat!
genuineness of the activity of the applicant. uiry erification of the

(10) The Central Government may, under sub-section (1) of section 35, issue the
notification to be published in the Official Gazette granting approval 1o the asso-
ciation or university or college or other institution or for reasons to be recorded in
writing reject the application.

(11) The Central Government may withdraw the approval granted under clause
(#) or clause (i)} of sub-section (1) of section 35 if it is satisfied that the '{"*"]
research association or university or college or other institution has ceased its
activities or its activities are not genuine or are not being carried out in accor-
dance with all or any of the conditions under rule 5D or rule 5E.

(12) No order treating the application as invalid or rejecting the application or
withdrawing the approval, shall be passed without giving a reasonable opportu-
nity of being heard to the '*[***] research association or university or college or
other institution.

(13) A copy of the order invalidating or rejecting the application or withdrawing
the approval shall be communicated to the applicant, the Assessing Officer and
the Commissioner of Income-tax or, as the case may be, the Director of Income-
tax.

'S{Conditions subject to which approval is to be granted to a research association
under clause (1i) or clause (i#!) of sub-section (1) of section 35.

5D. (I)The sole object of the applicant research association shall be to undertaks
scientific research or research in social science or statistical research, as the
case may be,

14, Ward “scientific” omitted by the IT (Fourth Amdt.) Rules, 2011, w.e.f. 5-4-2011.
15. Substituted, ibid Earlier rnile 5D was inserted by the IT (Twelfth Amdt) Rules, 2006, w o i
30-10-2006 and amended by the IT (Second Amdt.) Rules, 2009, w.e.f. 1-4-2009.
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{2) The applicant research association chall carry on the research activity by itsej[.

(3) The research association seeking approval under clause (i) or clause (iif) of sy,

. A Ny and get such books aud;

section (1) of section 35 shall maintain books of accountand g C ted
i in the Explanationto sub-section (2) of section 288 a5

by an accountant as defined in the Explan@fiol, 0 e o g1y such accountant to thg

furnish the report of such audit duty sign i T
Cﬂmmissionelt? of Income-tax or the Director of Income-tax having jurisdiction over

the case, by the due date of furnishing the return of income under sub-section (1)

of section 139.

(4) The research association shall maintain a separate staternent of donationg

i ount applied for scientific research orresearchin social science or

;f:t?gﬁ:ila?ei;h andP;wpy of such statement duly certified by the auditor shal]
\nv the report of audit referred to in sub-rule 3)- ‘
(5) The research association shall, by the due date of furnislu_ng the é‘etu:n'oflmcome
under sub-section (1) of section 139, furnish 2 statement to the Commissioner of
Income-tax or Director of Income-tax containing— _ . |

(i) adetailed note on the research work undertaken by it during the previous

ycar: a o - L] ¥
(i) a sumnary of research articles published in national or internationa]

journals during the year; _ _ st

(iify any patentor other similar rights applied for or reglstef'ed uring the year,

(iv) programme of research projects tabe undertaken during the forthcoming
year and the financial allocation for such programme. ‘ o

(6)If the Commissioner of Income-tax or the Director of Income-1ax15 satisfied that

the research association,—
(&) is not maintaining books of account, or
() has failed to furnish its audit report, or
(¢) has not furnished its statement of the sums reqeived and the sums applied
for scientific research or research in <ocial science or statistical research
or a statement referred to in sub-rule (5), or
(d) hasceased tocarTy on its research activities, orits activities are not genuine,
ar
(&) is not fulfilling the conditions subject to which approval was granted to it,
he may after making appropriate enquiries furnish a report on the circumstances
referred toin clauses (a) to {€) ahove to the Central Government within six months
from the date of furnishing the return of income under sub-section (1) of section
139.]
Conditlons subject to which approval is to be granted to a University, College or
other Institution under clause (if) and clause (iii) of sub-section (1) of section 35.

SE. (1) The sum paid to a university, college or other institation shall be used for
scientific research and research in social science or statistical research.

{2) The applicant gniver:.sity, college or other institution shall carry out scientific
research, research in social science or statistical research through its faculty mem-
bers or its enrolled students.

(3)A university or college or other institution approved under clause (i) or clause
(iif) of sub-section (1} of section 35 shall maintain separate books of account in
respect af the surms received by it for scientific research or, as the case may be, lor
research in social science or statistical research, reflect therein the am ount used
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for Fm?mﬁ]ﬂ‘gxmfaf CP:_gEt such books of account audited by an accountant, as
defined int s ¢ du]p Ination tosub-section (2) of section 288 and furnish the rep’orl
of such at:xlu;r lhy ]S;ig:’Ed and verified by such accountant to the Commissioner of
Incqgli- i rniih ) Et:}lor of Incumr_:—tax having jurisdiction over the case, by the
due date @ nishing the return of income under sub-section (1) of section 139.
(4) The university or college or other institution shall maintain a separate state-
me:: tnﬁigﬁlﬁllorfeﬁf}?l?i ani the amount used for research and a Eopy of such
f;?ef-m T 1o in s}::b-rru]lel?z)_ y the auditor shall accompany the report of audit
18[(4A) The university, college or other institution shall '
ing the return of income under sub-section (1) of secti‘ot;lylt:l’:; ?;t:n?:f:?;ia?msﬂt-
to the Commissioner of Income-tax or Director of lncome-ta:x Comain_mg_eme

) a detailed not . .
(2 Srevious year:e on the research work undertaken by it during the
(i) a summary of research articl . - . . )
journals during the year: cles published in national or international
(ii1) an;rr patent or other similar rights applied for or registered during the
year,
(iv) programme of research projectsto be undertaken during the forthcom-
ing year and the financial allocation for such programme.] '
(5} If the Cgmm_lssioner of Income-tax or the Director of Income-tax is satisfied
that the university or college or other institution,—
(d) is not maintaining separate backs of account for research activities, or

() has failed to furnish its audit report, or
(c) has not furnished its statement of the sums received and the sums used
for research 'qor a statement referred to in sub-rule (4A)] or
(d) has ceased to carry on its research activities, or its activities are not
genuine, or
(e) is not fulfilling the conditions subject to which approval was granted to
it,
he may after making appropriate enquiries furnish a report on the circumstances
referred to in clauses (@) to (¢) above to the Central Government within six months
from the date of furnishing the return of income under section 13%(1 )]
'[Prescribed authorlty, guidelines, form, manner and conditions for approval
under clause (iia) of sub-section (1) of sectlon as.
S5F. (1) For the purposes of clause (i) of sub-section (1) of section 35, the pres-
cribed authority shall be the Chief Commissioner of Income-tax having

jurisdiction aver the applicant.

(2) Guidelines, form and manner in respect of approval under clause (#z) of sub-

section (1) of section 35 shall be as un;ller :T-_] (i of subscetion (1) of
icati or aj val under clause (i@} Of sub-seclion 0

“ :élct?c?rl: l;ga]l;.;c:: ci;mpaigfrghal] be made in du;_)licate' in Form No. 3CF-II],

to the Comsnissioner of Income-tax having jurisdiction over the appli-

cant, ai any time during the financial year immediately preceding the

assessment year from which the approval is sought.

16. Inserted by the IT (Second Amdt.) Rules, 2009, w.ef. 1-4-2009.
17. Inserted by the IT (Tenth Amdt.) Rules, 2008, wef. 1-4-2009.
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() The applicant shallsend a

{(c} Every notification un

(4

(e) Theapplicant shal

(H The Chief Commissioner of Inco

(g) If the application form is complete

(%) The Chief Commissi

(9
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lication in Form No. 3CF.xy,

i i i ledgem .
th ibed authority, accompanied y the acknow! €Nt Tece]
asi:ﬂgifme of having fr.};.rnished the application form 1n cfup:hcale in ﬂl::
Office of the Comrnissioner of Income-tax having jurisdiction over th,
case. . '
der clause (iia) of 51.1b-sect‘ 11:1)111 1,{;:;(’ secn(én 35 shay
i d or an order rejecting the application s ssed within 5
l-,:r-ii&:;:;:llI euf twelve months from the end of the month in which the
application was received in the Office of the Chief Commissioner ¢f
Income-tax.
If any defect is noticed in the app
relevant document is not attac
Income-tax shall serve a deficiency letter on
expiry of one month from the date of receipt o

his office. o _ .

| remove the deficiency within a period of filteen day
ervice of the deficiency lefter or within such further
period which, on an application made in this behalf may be extended, so
however, that the total period for removal of deficiency does not exceed
thirty days, and if the applicant fails to remove the deficiency within the
period of ti:iny days so allowed, the Commissioner of Income-tax shaj]
send his recommendation ta the Chief Commissioner of Income-tax for

treating the application as invalid. N
me-tax may, after examining the re-

se (&), pass an order that the applica-

copy of the app

lication in Form No. 3CF-III or if any
hed thereto, the Commissioner gf
the applicant before the
f the application form iy,

from the date of s

commendations referred to in clau
tion is invalid.

in all respects, the Commissioner of
Income-tax may, make such inquiry as he may consider necessary
regarding the genuineness of the activity of the company and send his
recommendation to the Chief Commissioner of Income-tax for grant of
approval or rejection of the application before the expiry of the period
of three months to be reckoned from the end of the month in which the

ived in his office.

application form was rece
oner of Income-tax may, before granting approval

ub-section (1) of section 35, call for such documents
the applicant as it considers necessary and may get
rification of the genuineness of the activity of the

underclause (fa)of s
or information from
any inquiry made forve

applicant.
The Chief Commissioner of Income-tax may, under sub-section (1) of

section 35, issue the notification to be published in the Official Gazette
granting approval to the company or for reasons to be recorded in
writing reject the application.

(7 The Chief Commissioner of Inco

me-tax may withdraw the approval

anted under clause (#iq) of sub-section (1) of section 35 if heis satisfied

gr

that the company has ceased to carry on its activities or its activities arc
not genuine or are not being carried on in accordance with all or any of
the conditions under this rule :

Provided that no order treating the application as invalid or rejecting the
application or withdrawing the approval shall be passed without giving
a reasonable opportunity of being heard to the company.
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(A) !\1.'11]'1\-1‘-i theorderinvalidating or rejecting the application or withdraw-

gl

e approval shall be communicated to the applicant, the Assessing

OHicer and the Commissioner of Income-tax.
(N Approval to o company under clause (ida) of sub-section (1) of section 35 shall

b

. eubicet to the tollowing conditions, namely —

(@) The sum paid to the company shall be used for scientific research;

(0 The applicant company shall carry on scientific rescarch through its
own emplovees using its own assets;

() A company approved under clause (iia) of sub-section (1) of section 35
shall maintain separate books of account in respect of the sums received
by it for scientitic research, reflect thercin the amount used for carrving
on rescarch, get such books of account audited by an accountant, and
furnish the report of such audit duly signed and verified by such
accountant to the Commissioner of Income-tax having jurisdiction over
the case, by the due date of furnishing the return of income under sub-
section (1) of section 139,

Explanation—For the purpose of this clause “accountant” shall have the
same meaning as assigned to it in Explanation to sub-section (2) of
section 288 of the Act.

(d) The company shall maintain a separate statement of donations received
and the amount used for research and a copy of such statement dulv
certified by the auditor shall accompany the report of audit referred 1o
in sub-rule (3).

(¢) Subsequent to approval, the company shall, every vear, by the due date
of furnishing the return of income under sub-section (1) of section 139,
furnish a statement to the Commissioner of Income-tax containing the
following information, namely :—

(1)
(1)
(if1)

(1v)

a detailed note on the research work undertaken by 1t during the
previous year;

a summary of research articles published in national or interna-
tional journals during the year;

any patents or other similar rights applied for or registered during
the vear;

programme of research projects to be undertaken during the
forthcoming year and the financial allocation for such subjects.

(/) If the Commissioner of Income-tax is satisfied that the company —

(1)

(ii)
( 111)

(1v)
(v)

is not maintaining separate books of account for research activities,
or

has [ailed to furnish its audit report, or

has not furnished its statement of the sums received and the sums
used for research, or a statement referred to in sub-clause (¢), or
has ceased to carry on its research activities, or its activities are not
genuine, or

is not fulfilling the conditions subject to which approval was granted
toit,

he may after making appropriate enquiries, furnish a report on the
circumstances referred to in sub-clauses (i) to (v) to the jurisdictional
Chief Commissioner of Income-tax within six months from the date of

furnishing the return of income under sub-section (1) of section 139.]
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7Option form fo

INCOME-TAXRL LES (<2 | i
-4

r taxation of income from patent under section 11SBBF,

-jsing the option tor taxation of iIncome by —
. o

SG. (1) Forthe purposes of exerc _ ! .
, N ¢ developed and registered in India by an el
et o

assessae under
dulv verified in the m
the eligible assessee In t

rovaliv in respect of a paten
t section 115BBF. the

anner indicated
he following manner, name
(D electronically under digital sign:nmx‘;:n' _
(i) electronically through electronic veritication code.

rule (1) shall be complete in all respects and fu

eligible assessee shall furnish Form No, 3¢p
therein. and the same shall be fumish, b
h—

Mishey

5 ferred insub-

(2) The form re et : Jow sub-sect .

on or before the due date specified in Explanarion2 below sub-section (D) of seqyj,
for the relevant assessment Year, in case th,

(3)

of

6.

Exemptions) in concurrence wi
Industrial Research, Government

=[(1A) For the purposes of sub-section (
shall be—

130 for furnishing the return of income
opt

jon is exercised for that assessment Year. 1
The Direcior General of Income-1ax (Systems) shall specify the proced ;
for ensuring secure capture and transmyjs.

formats and standards for the purposes : ; ‘
sion of data and shall also be responsible for evolving and implementing appropr.

ate security, archival

and retrieval policies in relation to furnishing and venification
the Form referred in sub-rule (1).]

:bed authority= for expenditure on scientific research.
ub-section (1) and sub-section (24) of)

ses of 2 [F[clause (1) l:"f]s’
(1) For the purposes 1 shall be the Director General (Income-tay

ion 33, the prescribed authority tenti
section 3 P th the Secretary, Department of Scientific and

of India.
2AA) of section 35, the prescribed authority

al Laboratory ora University oran Indian Institute
of Technology, the head of the National Laboratory or the University or

the Indian Institute of Technology, as the case may be: and
(b) in the case of a specified person, the Principal Scientific Adviser to the

Government of India.]

(a) inthe caseof aNation

on (2AB) of section 33, the prescribed authority

34(1B) For the purposes of sub-sect
shall be the Secretary, Department of Scientific and Industrial Research.]

(2)

=1l

18.
19.

20.
21.
22,

24,
25.

Inserted by the IT (Fifth Amdt) Rules, 2017, w.ef. 1-4-2017.
Substituted by the IT (Eighth Amdt.) Rules, 1989, w.e.f. 23-8-1989. Earlier, rule 6 was amended

by the IT (Second Amdt.) Rules, 1971, IT (Fifth Amdt.) Rules, 1974, IT (Seventh Amdt.) Rules,
1977, IT (Sixth Amndt.) Rules, 1980, IT (Fourth Amdt) Rules, 1982, w.ef. 1-6-1982 and IT

(Seventh Amdt) Rules, 1985, w.ef. 6-1-1985.

See section 295(2)( 2).

Inserted by the IT (Ninth Amdt.) Rules, 1996, w.r.ef. 1-10-1996.

Inserted by the IT (Twentyv-second Amdt.) Rules, 1999, w.e.f. 25-6-1999.

Substituted by the IT (Eighteenth Amdt.) Rules, 2001, w.e.f. 8-8-2001. Prior to its substitution,

sub-rule (1A), as inserted by the IT (Ninth Amdt) Rules, 1996, w.r.e.f. 1-10-1996, read as

under :
*(1A) For the purposes of sub-section (2AA) of section 35, the prescribed authority shall be the

head of the National Laboratory or the University or the Indian Institute of Technology, as

the case may be."

Inse:rled by the IT (Fifth Amdr.) Rules, 1998, w.e.f. 1-4-1998.

Omitted by the IT (Twelfth Amdt.) Rules, 2006, w.e.f. 30-10-2006. Prior to omission, sub-rule
(2) read as under:

*(2) The application required to be furnished by a scientific or industrial research organisation
or institution under clause (i) or (ifi) of sub-section (1) of section 35 shall be in Form No. 3CF”
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(3) The application for obtaining approval under sub-section (2AA) of section 33
shall be made by a sponsor in Form No. 3CG.

Explanation—For the purposes of this rule *sponsor” means a person who makes
an application in Form No. 3CG\]

1|(4) The apl?ﬁcation required 1o be furnished by a company under sub-section
(2AB) of section 35 shall be in Form No. 3CK.?) §

3[(5) The head of the National Laboratory or the University or the Indian Institute
of Technology *or the Principal Scientific Adviser to the Government of India]
shall, if he is satisficd that it is feasible to carry out the scientific research
programme then, subject to other conditions prescribed in this rule and section
35(2AA) of the Act, pass an order in writing in Form No. 3CH:

Provided “that a reasonable opportunity of being heard shall be granted to the
sponsor before rejecting an application :

Provided further that an order under this rule shall be passed within two months of
the receipt of the application under sub-rule (1A):]

Y[Provided also that the Principal Scientific Adviser 10 the Government of India
may authorise an officer who is not below the rank of a Deputy Secretary to issue
such order, after the scientific research programme has been approved by him.]

3[(5A) The prescribed authority shall, if he is satisfied that the conditions provided
in this rule and in sub-section (2AB) of section 35 of the Act are Fulfilled, pass an

order in writing in Forrn No. 3CM*:

26. Inserted by the IT (Sixteenth Amdt.) Rules, 1993, w.el. 159-1993,

27. Inserted by the [T (Fifth Amdt.) Rules, 1998, w.el 1-4-1998. Earlier, sub-rule (4), as inserted
by the IT (Sixteenth Amdt) Rules, 1993, w.el. 15-6-1993 and later on omitied by the FT (Ninth
Amdt.) Rules, 1996, w.ref. 1-10-1996, read as under :

“(d) The Secretary, Department of Scientific and Industrial Research shall, within eight weeks
of the receipt of an application in Form No. 3CG, communicate his decision on each

application to the Director General {Income-tax Exemptions).”

28, In PCP Chemicals (P) Lid v. ITG[2017] 88 taxmann.com 5/168 ITD 26 (Mum. - Trib.) it was
held that in order to claim weighted deduction under section 35(2AB), appraval of R&D
facility by competent authority in prescribed format is mandatory.
In that case as per certificate issued by the competent authority in Form 3CM, the assessee’s
R&D facility had been approved for period from [-4-2011 to 31-3-2013 on basis of application

filed by the assessee in prescribed Form 3CK on 12-8-2011. It was held that the assessee was
not entitled for weighted deduction towards its R&D expenditure for the assessment year
2011-12, For details, see Taxmann's Master Guide to Income-tax Rules.

29. Substituted by the IT (Ninth Amdt) Rules, 1396, wrek 1-10-1996. Prior to its substitution,
sub-rule (5), as inserted by the IT (Sixteenth Amdt) Rules, 1993, w.ef. 15-9-1993, read as

under :

! i eral (Income-tax Exemptions) shall within four weeks of the receipt of
ﬂﬂ:ﬁﬁgvgﬂd by%:n: Secretary, Departmpmm:l of Scientific and Industrial Research,
issue an order of approval of programme in Form No, 3CH"

30. Inserted by the IT (Bighteenth Amdt.) Rules, 2001, w.c.f. §-8-2001.

3l. Tnserted by the IT (Twelfth Amdi) Rules, 2004, w.ef. 25-10-2004.

32. Inserted by the IT (Fifth Amdt) Rules, 1998, w.ef. 1-4.1998.

3. In Minilec India (P) Ltd v. Asstt Cﬂ[uzms] 93 taxmann.com 213/ 171 ITD 124 (Puac - Trib)
it was held that if recognition to facility given by prescribed authority which is mandate of
section 35(2AK) is maintained, assessee has to be accorded deduction under section 35(2AB);
non-receipt of Form No. 3CM is at

best a procedural lapse and is not fatal for denial of claim
of deduction under section 35(2AB). For details, see Taxmann's Master Guide to Income-tax
Rules.

“that’ is provided by Editor.
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of being heard shall be granted to the

E’mvlded that a rensonable opportunity
u: :[TII:‘]IN before rejecting an application.]
Indian Institute of Technology or

*[(6) The Nationnl Laboratory, » University, !
specilied person] shall issue o receipt of payment for carTying out an approved
programme of scienti dor sub-section (2AA) in Form No. 3C1]

on (ZAA) shall be SUbjECl i the

[ie research unde
¥[(7) Approval of a programme under sub-secti
following conditions —

(@) The programme should not relate purely to market research, sales
promotion, quality control, lesting _carlnmert:lgl production, style
changes, routine data collection or aetivities of a like nature;

(& The prescribed authority shall submit its report to the “ancipal Chief
Commissioner of In hief Commissioner o Income-tax or

General of Income-tax or Director General of In-
Jin Form No. 3CJ within

come-tax or Chie
Principal Director :
come-tax having jurisdiction over the spONSOT, '

ting approval to the

a period of three months from the date of gran

cer authorised by the prescribed authority, being

programme:
*[Provided that the of fi !
Adviser to the Government of India, under sub-

pal Chief Commmissioner

the Principal Scientific mn
ch report to the *{Princi
ax or Principal Direc-

rule (5) shall subrmil su
hief Commissioner of Income-t
ral of Income-tax having

of Income-tax or €
tor General of Income-tax or Director Gene
jurisdiction over the sponsork]
{¢) The sponsor and the National Laboratory, [ UniversiLy, Indian Institute
of Technology or specified person], as the case may be, shall submiit to
the *{Princip er of Income-tax or Chief Commis-

a] Chief Commission
sioner of Income-tax or Princip of Income-tax or
e-tax having jurisdiction over

al Director General
Director General of Incom the sponsor] 2
gress of implementation of the approved

yearly statement showing l!:am
programme and actuals of expenditure incurred thereon;
(d) The prescribed authority shallnot extend the duration of the programme
or approve any escalation in cosis;
te of Technology

The National Laboratory, [ University, [ndian Institu
or specified person]. as the case may be, shall maintain 8 separale

the [T (Twenty-sixth Amdt.) .7-1999. Prior 10
as inserted by the IT (Fifth w.el, 1-41998,

(e
Rules, 1999, wel. 5
Amdt.) Rules, 1998,

14, Second proviso omitted by
its omission, second proviso,
read as under :

«Provided further that an order under this rule shall be passed within
receipt of application under sub-rule (3).”
35. Inserted by the IT (Sixteenth AmdL) Rules, 1993, w.ef. 15-0-1893.
36. Substituted for “University or Indian Institute of Technology® by the IT (Eighteenlh Amdt)
001. Earlier, the quoled words were inserted by the IT {Eleventh

Rules, 2001, wel. B-R-2
3-11-1994,

Amdt) Rules, 1994, wel 2
17, Substituted by the IT {Ninth Amdt.) Rules, 1396, wrelf 1-10-
ed by the IT (Sixteenth Amdt.) Rules, 1993, we

sub-rule (7} was insert
nended by the IT (Eleventh Amdt,) Rules, 1994, w.ef. 23-11-1994.
18. Substituted for "Director General (Incame-tax Exemptions)” by the IT (Tenth Amdt.) Rules:
2016, w.ef. 1-7-2016.
39, Inserted by the IT (Twelfth Amdt) Rules, 2004, w.e.f. 25-10-2004.
ty or Indian Institute of Technology" by the IT (Eighteenth Aawdt)

40. Substituted for "Universi
Raules, 2001, w.ef. 8-8-2001.

two months of the

1996, Prior (o itS gobstituHon
f. 15-9-1993 and later
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account foreach approved programme ; which shall be audited annually
B;Tﬂd a copy thereof shall be furnished to the “[Principal Chief Commis-
sioner of Income-tax or Chief Commissioner of Income-tax or Principal
Director General of Income-tax or Director General of Income-tax

having jurisdiction over the sponsor] by 31st day of October of each
succeeding year;

Assets acquired by the prescribed authority for executing the approved
programme shall not be disposed of without the approval of the

[Principal Chief Commissioner of ncome-tax or Chief Commissioner
of Income-tax or Principal Director General of Income-tax or Director
General of Income-tax having jurisdiction over the sponsor];

On completion of the approved programme, a completion certificate
alo_ng with a copy of the report on the research activities carried out and
salient features of the result obtained and its further application for
commercial exploitation shall be jointly submitted by the sponsor and
the National Laboratory, ¥ University, Indian Institute of Technology or
specified person] to the “[Principal Chief Commissioner of Income-tax
or Chief Commissioner of Income-tax or Principal Director General of
Income-tax or Director General of Income-tax having jurisdiction over
the sponsor];

(%) Acopy ofthe audited statement of accounts forthe approved programme

shall be submitted by the Head of the National Laboratory, University or
Indian Institute of Technology “[or the Principal Scientific Advisertothe
Government of India] to the *[Principal Chief Commissioner of Income-
tax or Chief Commissioner of Income-tax or Principal Director General
of Income-tax or Director General of Income-tax having jurisdiction
over the sponsor}within six months of the completion of the programme. ]

“((7A) Approval of expenditure incurred on in-house research and development
facility by a company under sub-section {2AB) of section 35 shall be subject to the
following conditions, namely :—

() Thefacilityshouldnotrelate;mrelytumarketresearchsalespmmatiun,

quality control, testing, commercial production, style changes, routine
data collection or activities of a like nature;

“[(B) The prescribed authority shall furnish electronically its report,—

() in relation to the approval of in-house research and development
facility in Part A of Form No. 3CL;

41. 'Substilutled for "Director General (Income-tax Exemptions)” by the IT (Tenth Amdt.} Rules,

2016,

w.afl. 1-7-2016,

42. Substituted for “University or Indian Institute of Technology” by the IT (Fighteenth Amdt.}
Rules, 2001, w.e.f. 8-8-2001.

43. Ingerted by the IT (Fighteenth Amdt,) Rules, 2001, w.e£. 8-8-2001.

44, Tnserted by the IT (Fifth Amdi) Rules, 1998, wed. 1-4-1995, _ .

45, Substituted by the IT (Teath Amdt) Rules, 2016, w.ef. 1-7-2016. Prior to its substitution,

clause {b) read as under:

. b

The prescribed authority shall submit its report in relation to the approval of in-house
Research and Development facility in Form No. 3CL 10 the Director General (Income-
tax Exemptions) within sixty days of its granting approval”
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(i)} quantifving the expenditure incurred on in-house research
development facility by the company during the previous \'earmd
eligible for weighted deduction under sub-section (2AB) of gl

35 of the Act in Part B of Form No. 3CL; L
{ba) The reportin Form No. 3CL referred to in clause (&) shall be furmis) o
electronically by the prescribed authority to the Principal Chief ¢
missioner of Income-tax or Chief Commissioner of Income-tay
Principal Director General of Income-tax or Director General of 1::
come-tax having jurisdiction over such company within ene hundpeg
and twenty days*,—
{#) of the grant of the approv
clause (6%
(i) of the submission of the audi

clause {#) of clause (b)]
te account for each approved

(¢) The company shall maintain a separa
facility; which shall be audited annually and “Ta report of audit in Form
No. 3CLA shall be furnished electronically to the Secretary, Department

of Scientific and Industrial Research on or before the due date specified
in Explanation 2 tosub-sec tion (1)of section 139 of the Act for furnishing
the return of income, for each succeeding year].

Explanation : For the purposes of this sub-rule the expression “audited”
means the audit of accounts by an accouniant, as defined in the
Explanation below sub-section {2) of section 288 of the Income-lax Ac,

1961;
t of development of scientific research and

(d) Assets acquired in respec
development facility shall not be disposed of without the approvalof the
Secretary, Department of Scientific and Industrial Research.]

+#[(8) For the purposes of this rule, the Principal Director General of Income-tax

i edures, formats and standards for ensuring secure

(Systems) shall specify the proc

and shall also be responsible for the day-to-day
ailg'sttratian in relation to furnishing the information in the manner so speci-
fied }
+[Expenditure for obtaining right to use spectrum for tel
6A. (1) For the purpose of section 35ABA, the term “pavment

made” shall mean,—
ted and been allowed by the Department of

(@) where an assessee has op
Telecommunications, Government of India to make full upfront pay-
RS taxmann.com 80/250 Taxman L

46. In CIT v. Sun Pharmuveutical Industries Lid [2017] :
(Guj.} it was held that where assessee, engaged in resezrch and development of phamau;:i'
tical uets, claimed deduction under section 35(2AB), in view of [acy that research a
development Facility had been approved by prescribed authority in proper format, L&, I-‘_um:
3CM, merely because said authority failed to send intimation to dupartment in Form i o
would mot be reason enough to deprive assessees cluim of deduction, For details, 26
Taxmann's Master Guide to Income-tax Rules. N

the Secretary, Department of i‘}ru‘f;l:l'l'-l

37. Subslituted for “a copy thereuf shall be furnished to ] ,
and Industrial Research by 31st dav of October of each succeeding yvar by the

Amdt) Rules, 2016, wef. i-7-2016.
48. Inserted by the IT (Tenth Amdt.) Rules, 2006, wef, 1-7-2016. . A was
49, Inserted by the IT (Twenty-fourth Amdt.) Rules, 2016, wef. 410-2016, Earlicr, rule r:u:.ll r
inserted by the IT (Third Amdt.) Rules, 1970 and later on amended by the IT(Ses "'ni}f,'q ‘t el
Rules, |9 9;??, o 1.11.1977 and omitted by the IT (Thirty-sccond Amdt.) Rues, 1995
19.]]-1999.

n

al, in a case referred to in sub-clause {j of

t report, in a case referred to in sy

ecommunication services.
has actually been
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ment of spectrum fee, the actual payment of expenditure irrespective of
the previous year in which the liability for the expenditure was incurred
according to the method of accounting regularly employed by the
assessee;

(#) where an assessee has opted and been allowed by the Department of
Telecommunications, Government of India to make deferred payment,
the amount which would have been payable by the assessee had he
opted for full upfront payment of spectrum fee irrespective of the
previous year in which the liability for ihe expenditure was incurred
according to the method of accounting regularly employed by the
assessee.

(2) In case of deferred payment referred te in clause (#) of sub-rule (1), where
there is failure by the assessee to comnply with any of the conditions specified by
the scheme of the Department of Telecommunications, Government of India and
Department of Telecommunications terminates the allotment or assigneent of
spectrum, the Assessing Officer shall, in exercise of power vesied in him under
sub-section (3) of section 35ABA shall re-compute the total income of the assessee
for the previous year in which the deduction has been claimed and granted to him
by deeming that,—
() thetotalamount of spectrum fee paid uptothe date of termination is the
amount of “payment actually been made™;
(i) the spectrum was in force up to the date of its termination for the
purpose of computing “relevant previous year" ]
Prescribed activities for export markets development allowance.
“6AA. [Omitted by the IT (Thirty-second Amdt.) Rules, 1999, w.e.f. 19-11-1999]
*'’*Preacribed aathority for the purposes of sections 35CC* and 35CCA™.

*{6AAA.] For the purposes of section 35CC and section 35CCA—

50. Prior toits omission, rule 6AA, as inserted by the IT (Eighth Amdt.) Rules, 1981, w.e.f. 1-8-1981
and later on amended by the IT (Third Amdt.) Rudes, 1982, w.ef, 27-5-1982,

51. Substituted by the IT (Third Amdt.) Rules, 1979, w.c.f. 1-6-1979, Original rule was inserted as
rule 6AA by the IT (Fourth Amdt.) Rules, 1977, w.e.f. 1-9-1977 and later substituted by the IT
(Sixth Amdt,) Rules, 1978, w.ef. 1-6-1978.

32, Seesection 29%(2)g).

33, ?ftmn 35CC has since been omitted by the Direct Tax Laws (Amendment) Act, 1987, w.ef,

-1989.

4. Nottfied income-tax authorities :In exercise of the powers conferred by section 35CCA of the
Income-tax Act, 1961 read with rule 6AAA of the Income-tax Rules, 1962, the Central Board
of Direct Taxes empowers the income-tax authorities specified in column munber (2) of the

Schedule hereto annexed to be the C]uimmof‘hﬂummiﬂeefathen}ammofm
35CCA for the States/Union Territories specified in column number (3) of the said Schedule :
SCHEDULE
_ optieg £, it st B

No. - .- L LA e ma i G

L Chief Commissioner of Income-tax, Kolkata-I West Hangal

2 Chief Commissioner of Income-tax, Delhi-l Delhi

3. Chief Commissioner of Income-tax, Chandigarh Punjab

4. Chief Commissioner of Income-tax, Jaipur Rajasthan
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(9 the “prescribed authority” to ap
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the programime c‘::-lf rurlal develop,
- N .- 15CC and in clause (q)

ed to in sub-section (1) of section - . of

E?-;er::izl:{ )] chr section 35CCA shall bethe Com mittee consisting of the

following mamel” Commissioner] of Income-tax wh
jef Commissioner OF ho
@ :::rz[su?l; urist?iction over the Stateor, as the case may be, th? Union
territory in which the programme of rural development is to be
carried out—Chairmar; o the Go
t below the rank of a Secretary tO 11 vernmen of
@ g—ﬂeosfgigr;?as the case may be, the Union teyﬂtor_v in which the
programme of (ural development is to be carried out—Member,
e an association or institution

prove

- . - ity* to approv
(i) the prescribed authority” 10 ?g;qfsuh-se*ﬂﬂon (1) of section 35CCA

.. Provided that where in a case whether falling und
. more Commissioners exercise juris
Union territory, the Board may, byno

s Chief Cornmisstoner or Commissioner)

ed to in clause (@) or clause ‘

;;faﬁlnire the Commitfee consisting of the following, namely i—

(@) The *[Chief Commmissioner or Commissioner] of Income-tax, who
exercises jurisdiction over the State or, asthe case may be,.the.Unign
territory in whichthe principal office of the association orinstitution
is situated—Chairman,

(b} An officer not below the rank of a Secretary to the Government of
the State ar, as the case may be, the Union terTitory in which the
principal office of the association or institution is situated—
Merber:

er clause (§ or clause (i} two or

diction over the State or, as the case may be, the
sification in the Official Gazette, empower the
specified in this behalf to be the Chairman

of the Comnittee.
Explanation—In this rule, “programme of rural development” shall have the
meaning assigned to it in the Explanation to sub-section {1) of section 35CC of the

Income-tax Act.]

I B 1

tCanud. from p. 1.81) '

,' fU } 12) - - .I J--,_s1.,.—1__ {u,“ —-‘._ ."';_'{'"ﬁ"‘;"'-“p) Cl " __l
5. Chief Commissioner of Income-tax, Ahn&dmw =4 J.E G:umt e
6. Chief Commissioner of Income-tax, Mumbai-l |, -~ . Anharashira -
7. Chief Commissioner of Income-iax, Bang,alclre-'l :,': Kﬂtnp.laka [
8. Chief Commissioner of Income-tax, Th;ruvananthapu.ta:ﬁ
9.  Chief Commissiaper of Income-tax, Hyderabad-I. _ - Andhra Pradesh
10.  Chief Commissioner of Income-tax, Chermai-I . Tamil Nadu
11.  Chief Commissioner of Income-tax, Bhopal Madhya Pradesh
i2.  Chief Commissioner of Income-tax, Lucknow-I Uttar )lr’radﬁl'l
13.  Chief Cornmissioner of Income-tax, Guwahati - --- - Notification

B @m{ﬂmﬂ
" 11-2-2005.

——

55, Renumbered by the IT (Eighth Amdt) Rules, 1981, wee . WRT I

56. Substituted for "Commissioner” by the IT (Fifth Amdt.) Rules, 1989, w:.:.i';.' 1-4-1988.
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gtatement of expenditure for clalming deductlon under section 35CC.
wgAAR.| (haitted by the IT (Thirty-second Amdt.) Rules, 1999, w.e.f 19-11-1992]
« “"Prescribed authority for the purposes of section 35CCB.

6AAC. Fourihc purposes of section 35CCB, the *prescribed authority” shall be the
Secretary, Department of Environment, Government of India.]

m[m[Guldellnea for approval of agriculiural extenslon project under section 38CCC.

6AAD. [l) The :agricultura] ¢xiension project shall be considered for notification
if it fulfils all of the following conditions, namely :—

() the project shall be undertaken by an assessce § . :
and guidance of farmers; Y ¢ for training, education

(i) the praject shall have prior approval of the Mini .
Government of India; and P of the Ministry of Agriculture,

amended by the IT (Sixth Amdt.) Rules, 1986, wef. 1-4-1987, read as under:
*6AAB. Statemment of expenditure for claiming deduction under section 35CC—The state-
ment of expenditure required to be furnished under sub-section (3) of section 35CC shall
be in Form No. 3AB.”
58. Inserted by the IT (Sixth Amdt.) Rules, 1982, w.e.f. 26-6-1982.
59. See section 295(2)g).
0. Rules 6AAD and 6AAE inserted by the IT (Fourth Amdt.) Rules, 2013, w.ef. 30-5-2013.
_ Substituted by the IT (Third Amdt.) Rules, 2014, w.e.f. 21-3-2014. Prior to its substitution,
rule 6AAD read as under :
-6AAD. Guidelines for approval of agricultural extension project under section 350CC.—(1)
The agricultural extension praject shall be considered for notification if it fulfils all of the
following conditions namely:—
(i) the project shall be undertaken by an assessee for training, education and guidance of

%7. Prior to its omission, rule 6AAB, as inserted by the IT (Amdt) Rules, 1978 and later on (

farmers;
(i) the project shall have prior approval of the Ministry of Agriculture, Government of
India; and
rure in the nature of cost of any tand or building)

(i) the expenditure {(not being expendi
exceeding an amount of twenty-five

project. o _
(2) An assessee, before undertaking any agricultural extension project, s_ha]l make an
application for notification of such project under sub-section (1) of section 35CCC, in
duplicate, in Form No. 3C-0, to the Commissioner of Income-tax or the Director of Income-

tax, as the case may be, having jurisdiction over the assessee.
application in Form No. 3C-0 to the Member (IT),

(3}'I1leassasseeshallal505endacopyuf the :
Central Board of Direct Taxes (hereinafter referred to as the CBDT) .accumpa:med h;r the
acknowledgement receipt, as evidence of having furnished the application form in duplicate,
in the office of the Commissioner of Income-tax or the Director of Income-tax, as the case may
be, having jurisdiction over the case.

the following, namely :—

(4) The application shall be accompanied by
nston project to be undertaken by the assessee;

(@) a detailed note on the agricultural exte :
(5 details of the expenditure expected to be incurred on the project and expected date of

completion of the project; and
fContd on p LEA

lakh rupees is expected to be incurred for the
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(if) an expenditure (not being expenditure in the nature of cfjst of any lang
or building) exceeding the ulnuu_nl ol twenty-live lakh rupeeg i
expected to be incurred for the project.

4l extension project, an assessce shall Mmake

2 Before swtaking any agricultur .
(2) Before tmdertaking any-ag Member (IT), Central Board of Direct Taxeq

an application in Form No. 3C-0 to the i
for notification of such project under sub-scction

(3) The application re

(1) of section 35CCC.

ferred to in sub-rule (2) shall be accompanied by the following,

namely :—

(@) adetailed note on the agricult ural extension project to be undertaken by

the assessec;

fCmind frown p § B3 -
nd specilying the amount of expenditure expected to be

y sller ‘oving the project &
et 3&3‘:1-1Elzl;:lut;;:.n;:zjtfl f':'um the Ministry of Agricullture, Guvurnmcn* of India,
(5) If any defect is noticed in the application referred to in sub-rule (2) or if any relevany
document is not attached thereto, the Commissioner of Income-tax or the Director of
Income-tax, as the case may be, shall, before the expiry of one month from the date of receipy
of the application in his office, intimate the defect to the applicant for its rectification.

move the defect within a period of fifteen days from the date of such

™ T i & ‘I'l:lH e
(6) The applicant shall re application made in this behalf, as may

intimation or within such further peried which, on an ‘
be extended by the Commissioner of Income-tax or the Director of Income-tax, as the case

mav be. so however, that the total period for removal of defect does not exceed thirty days,
and if the applicant fails to remove the defect within such period so allowed, the Commis-
sioner of Income-tax or the Director of Income-tax, as the case may be, shall send his
recommendation for treating the application as invalid to the CBDT.

(7) On receipt of recommendation of the Commissioner of Income-tax or the Director of
Income-tax, as the case may be, under sub-rule (6), the CBDT, if satisfied, may pass an order

treating the application as invalid.
(8) If the application form is complete in all respects, the Commissioner of Income-tax or the
Director of Income-tax, as the case may be, may make such inquiry or call for such documents
from the assessee as he may consider necessary for satisfying himself regarding the
genuineness of the current and proposed activities of the assessee, and send his recommen-
dation to the CBDT for grant of approval or rejection of the application before the expiry of
the peried of two months to be reckoned from the end of the month in which the application
form complete in all respects was received in his office.
(9) The CBDT may, before notifying an agricultural extension project under section 35CCC,
call for such documents from the assessee, as it considers necessary, and may also get any
inquiry made for verification of the genuineness of the activities of the assessee.
(10) The CBDT may, within a period of three months from the end of the month in which it
receives the report referred to in sub-rule (8) from the Commissioner of Income-tax or the
Director of Income-tax, as the case may be, under sub-section (1) of section 35CCC, issue a
notification in Form No. 3CP to be published in the Official Gazette specifying the agricultural
extension project subject to conditions mentioned in rule 6AAE or such other conditions, as
it may deem fit, to be effective for such period not exceeding three assessment years or pass
an order rejecting the application.
(11)If the CBDT is satisfied with the activities of the agricultural extension project during the
period of notification, it may notify the said project for a further period.
(12) A copy of the notification issued under sub-rule (10) or sub-rule (11) shall be sent to the
applicant, Ministry of Agriculture, Government of India, the Commissioner of Income-tax or
the Director of Income-tax, as the case may be, the Department of Agriculture of the
concerned State, and the Agricultural Technology Management Agency (ATMA) of the

concerned District(s).
(Comtd o p. 1.83)
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(5 details of the expenditure expected to be incurred on the project and
expected date of completion of the project; and

(c) aletier approving the project and specifying the amount of expenditure

expected to be incurred on the : mna _
Government of Indis. project from the Ministry of Agriculture,

(4) Where any dEfEFT is noticed in the application referred to in sub-rule (2)ora
relevant document is not attached thereto, the Central Board of Direct Taxes shall,
before the expiry of one month from the date of receipt of the application in its
office, intimate the defect to the applicant for its rectification.

(5) The applicant shall remave the defect within
date of such intimation or within such further p
Central Board of Direct Taxes, on an applica
applicant, so however, that the total period for r
thirty days, and if the applicant fails to remove
allowed, the Central Board of Direct Taxes s
application as invalid.

a period of fifteen days from the
eriod as may be extended by the
tion made in this behaif by the
emoval of defect does not exceed
the defect within such period as
hall pass an order treating the

(6) If the application form is comnplete in all respects, the Central Board of Direct
Taxes shall, w1th1_n a period of one month from the end of the month in which it
receives the application form complete in all respects, issue under sub-section (1)
of section 35CCC, anotification in Form No. 3CP tobe published in Official Gazette®?
specifying the agricultural extension project, subject 10 the conditions mentioned
in rule 6AAE or such other conditions, as it may deermn fit, to be effective for such
period not exceeding three assessment years.

(7) The assessee, may, at least two months before the expiry of the effective period
of the notification issued under sub-rule (6), make an application to the Central
Board of Direct Taxes for notification of such project for a further period.

(8) The Central Board of Direct Taxes shall, after receiving the application under
sub-rule (7), call for a report from the Commissioner of Income-tax or the Director
of Income-tax, as the case may be, having jurisdiction over the case regarding the
activities of the agricultural extension project during the period of notification and
fulfilment of conditions mentioned in rule 6AAE and any other conditions subject
to which the agricultural extension project was notified under sub-rule (6).

(9)On being satisfied with the report received under sub-rule (8) on the agricultural

extension project, the Central Board of Direct Taxes may, within a period of three

[Coned fram p. 1.84)
(13) The CBDT may rescind the notification issued under sub-rule (10) or sub-rule (11) at any
time, if it is satisfied that the assessee has ceased its activitdes or its activities are not genuine
or are not being carried out in accordance with all or any of the relevant provisions of the Act
or this rule or rule SAAE or are not being carried out in accordance with all or any of the
conditions subject to which the notification was issued.
(14) An order treating the application as invalid or rejecting or rescinding the notification shall
not be passed unless the assessee has been given an opportunity of being heard in the matter.
(15} A copy of any order invalidating or rejecting the application or rescinding the notification
shall be sent to the applicant, Ministry of Agriculture, Government of India, the Commissioner
of Income-tax or the Director of Income-tax, as the case may be, the Department of
Agriculture of the concerned State, and the Agricultural Technofogy Management Agency
(ATMA) of the concerned District(s).”

62. See notified projects, see Taxmann's Master Guide to Income-tax Rules.
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months{from the end of the monthin which it receives application rirferred toinsuh,
rule (7), notify the said project for a further period not exceeding three assessmen,
years,

(10) A copy of the notification issued under sub-rule (6) or, as t!’l E:ase m éy be, unde,
sub-rule (9) shall be sent to the applicant, the Miﬂi_ﬂr}' of Agricuiture, overnmen,
of India, the Commissioner of Income-tax or the Director of Incmrc;e-l:ayg as-the Case
may be, the Department of Agriculture of the concerne.d S_tate and the Agricultyry)
Technology Management Agency of the concerned Dlsfnf:t.

(11) The Central Board of Direct Taxes may, on being. satisfied ’tl:lﬂt the:- assessee hag
ceased its activities, or that its activities are nnot genwne or that its a_ci':wmes are nog
being carried out in accordance with all or any Uf' ther 'E"'l"'fvant provisions of the Jff.ct
or this rule orrule 6AAE, orits activities are noi being camed outin af::cord:nc,e with
all or any of the conditions subject to which the notification was lssuI;: , Pass gy
order for rescission of the notification issued under sub-rule (6} or sub-rule (9),

is passed treating the application as invalid or rejecting it o
iﬁﬁﬁ:ﬂﬁfgg;ﬁm an oppot:tlfnity of being heard in the matter shall p,
given to the assessee. |
(13) A copy of the order invalidating or rejectin_g _the appl.ic_af.ion. or rescinding the
notification shall be sent to the applicant, the Ministry of Agriculture, Governmep;
of India, the Commissioner of Income-tax or the Director of Income-tax, as‘the case
may be, the Department of Agriculture of the cnncernﬂf:l State and Agricultura)
Technology Management Agency of the concerned district.]

Conditions subject to which an agricultural extension project 1s to be notified under
section 35CCC.

6AAE. (1) The assessee undertaking agricultural extension project shall maintain

separate books of account of the agricultural extension project notified
under sub-section (1) of section 35CCC, and get such books of account audited by
an accountant as defined in the Explanation below sub-section (2) of section 288,

(2) The audit report referred to in sub-rule (1) shall include the comments of the
auditor on the true and fair view of the books of account maintained for agricul-
tural extension project, the genuineness of the activities of the agricultural exten-
sion project and fulfiiment of the conditions specified in the relevant provisions of
the Act or the rules or the conditions mentioned in the “[notification issued under
sub-rule (6) or suh-rule (9) of rule 6AAD].

(3} The assessee shall not accept an amount exceeding the amount as approved in
the notification from the beneficiary under the eligible agricultural extension

project for training, education, guidance or any material distributed for the pur-
poses of such training, education or guidance.

63. Substituted for "notification issued under sub-rule (10) or sub-rule (11} of rule 6AAD" by the
IT (Third Amdt.) Rules, 2014, w.e.f. 21-3-2014.
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(#) The nssessee shall not get any direct or indirect benefit from the notified agri-
cultural extension project except the deduction of the eligible expenditure
in accordance with the provisions of section 35CCC of the Act, rule 6AAD and this
rule.

(5) All expenses (not being expenditure in the nature of cost of any land or buil-
ding), as reduced by the amount received from beneficiary, if any, incurred wholly

and exclusively fm_" undertaking an eligible agricultural extension project shall be
eligible for deduction under section 35¢CC

Prmflﬂﬁi that any expenditure incurred on the agricultural extension project which
is reimbursed or r Eunbu?'s:able to the assessee by any person, whether directly or
indirectly, shall not be eligible for deduction under section 35CCC. )

(6) The assessee shall, on or l::efure the due date of furnishing the return of income
under sub-section (1? of section 139, furnish the following to the Commissioner of
Income-tax or the Director of Income-tax, as the case may be, namely:—

(a) theaudited statermnent of accounts of the agricultural extension projects
for the_ previous year along with the audit report and amount of
deduction claimed under sub-section (1) of section 35CCC;

{(b) a note on the agricultural extension project undertaken by it during the
previous year an‘d the programme of agricultural extension project tobe
undertaken during the current year and the financial allocation for such
programme; and

{c) a certificate from the Ministry of Agriculture, Government of India,
regarding the genuineness of the agricultural extension project under-
taken by the assessee during the previous vear.

(7) If the Commissioner of Income-tax or the Director of Incomne-tax, as the case
may be, is satisfied that the,—

(2} assessee has not maintained separate books of account for the agricul-

tural extension project or has not got such books of account audited by
an accountant in accordance with sub-rule (1);

(b) assessee has not furnished the documents referred to in sub-rule (6);

(c) assessee has ceased to carry out aclivities of agricultural extension
project;
(d) activities of agricultural extension project of the assessee are not
genuine; or |
(e) activities of the agricultural extension project are not being carried out
in accordance with the refevant provisions of the Act or the rules or the
conditions subject to which the notification was issued,
he may, after making appropriate inquires*, furnish a report on the circumstances
referred to in clauses () to (&) to the CBDT *{for appropriate action as per the
provisions of sub-rule (11) of ulé 6AAD]]

64. Substituted for “for appropriate action as per the provisions of sub-rule {13} of rule 6AAD"
by the IT (Third Amdt.) Rules, 2014, w.ef. 21-3-2014,
"Be read as ‘enqutiries’.
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| Guldelines for approval of skill development project under section 35CCD,

6AAF. (1) A skill development project shall be considered for nc;:'tificlfttiop if g i
undertaken by an eligible company and the project is uncertaken in sep,,

rate facilities in a training institute.

(2) The eligible company, before unde
make an application for notification of su
tion 35CCD, in duplicate, in Form No. 3CQ, tot
{hereinafter referred to as the NSDA).

f the application in Form No. 3¢

{3) The eligible company shall also send a copy O
issi _tax or the Director of Income-1ax, as the case may
to the Commissioner of [reoms accompanied by the acknowledgemen

bhe, having jurisdiction over the caseg, S - '
receipt asge{ddence of having furnished the application form in duplicate to the

NSDA.
(4) The application shall be accompani
(d) detailed note on the skill dev

eligible company; ‘
(5) details of the expenditure expected to be incurred on the project and

expected date of completion of the project; and
(¢) a letter of concurrence from the training institute in which the skill
development project is to be undertaken.
(5) If any defect is noticed in the application referred to in sub-rule (2} or if any
relevant document is not attached thereto, the NSDA shall, before the expiry of
one month from the date of receipt of the application in its office, intimate the
defect to the applicant for its rectification.
_ (6) The applicant shall remove the defect within a period of fifteen days from the
date of such intimation or within such further period as, on an application madein
this behalf, may be extended by the NSDA, so however, that the total period for
removal of the defect does not exceed thirty days, and if the applicant fails to
remove the defect within such period so allowed, the NSDA shall send its recom-
mendation for treating the application as invalid to the CBDT.

(7) On receipt of recommendation of the NSDA under sub-rule (6), the CBDT, if
satisfied, may pass an order treating the application as invalid.

(8) If the application form is complete in all respects, the NSDA may make such
inquiry or call for such documents from the eligible company or the training insti-
tute as it may consider necessary for satisfying itself regarding the genuineness of
the current and proposed activity of the applicant and send its recommendation
1o the CBDT for grant of appraval or rejection of the application before the expiry
of the period of two months to be reckoned from the end of the month in which
the application form complete in all respects was received in its office.

rtaking any skill development project, shy);
ch project under sub-section (1) of sec,
he National Skill Development Agency

ed by the following, namely :—
elopment project to be undertaken by the

65. Rules 6AAF, 6AAG and 6AAH inserted by the IT (Tenth Amdt.) Rules, 2013, we.f. 15-7-2013.
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(Y The Commnessioncr of Income tax o the Director of Income tax, a9 the case

man beshavinge inrsdiction over the ¢ chall cend his recommendation 1o the
NSDA ton prant ol approval ar vejection of the applic ation, after considering the
comphiance ot the apphicant with the vaiows provieons of Income-tax Act, 196 ]
amnd W Alth tax AL 1957 hetar e the cxpiry of the poriad of ane month ta be reck -
oncd tivam the cnd of the month i which the e apy of the ;1;1;1’1‘ atron was recerved
1n hp. |*“'I; W

(1) 1 the NSDA recommends the grang of

hall. withinapeniod ol fifteen days from the end of the month in which it receives
the repont from the NSDA, under sub-section (1) of scction 35CCD, issue o I'-I:;Hfll‘
catwen n Form No. 3CR 1o be published in the Official Gazene -.pmlll;in-- the «kill
Jdevelopment project subject to conditions mcntioned in rule 6AAG or -,Gth ;;!hs:r
conditions, as it may deem fit, to be effective for such period not exceeding three
assessment vears and if the NSDA recommends the rejection of the urrp!rj_n ation
under sub-rule (8), the CBDT shall pass an order rejecting the application. ‘

A 1 the CBDT is satisfied with the activities of the skill de
Jdunng the period of notification, it may notify the
i consultation with the NSDA.

approval under <ub rule (8), the CBDT

velopment project
said project for a further period

(12) A copyv of the notification issued under sub-rule (10) or sub-rule (11) shall be
sent to the applicant, the NSDA, the training institute and the Commissioner of
Income-tax or the Director of Income-tax, as the case may be, having jurisdiction
over the case.

(13) The CBDT may rescind the notification issued under sub-rule (10) or sub-rule
(11) at any time, if it is satisfied that the eligible company or the training institute.
as the case may be, has ceased its activities or its activities are not genuine or the
activitics of the skill development project are not being carried out in accordance
with all or any of the relevant provisions of the Act or this rule or rule 6AAG or the
conditions subject to which the notification was issued.

(14) An order rescinding the notilication shall not be passed unless the applicant
has been given an opportunity of being heard in the matter.

(15) A copy of any order invalidating or rejecting the application or rescinding the
notification shall be sent to the applicant, the training institute, the NSDA and the
Commissioner of Income-tax or the Director of Income-tax, as the case mayv be,
having jurisdiction over the case.

Conditions subject to which a skill development project is to be notified under
section 35CCD.

6AAG. (1) The company undertaking skill development project shall maintain
scparate books of account of the skill development project notitied under

sub-scetion (1) of section 35CCD, and get such books of account audited by an

accountant as defined in the Explanation below sub-section (2) ol section 288.

(2) The audit report referred to in sub-rule (1) shall include the comments of the
auditor on the true and fair view of the books of account maintained for skill
development project, the genuineness of the activities of the skill development
project and fulfilment of the conditions specified in the relevant provisions of the
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i ification issued

Act or the rules or the conditions me]rzltiuncd in the natification issued under g,
rule (10) or sub-rule {1 1) of rule 6AAF. o v of th
(3) A kil development project In respect of existing EREORE L, (C o Smpan,
shall not be eligible for notification under sub-sec ’ ' anths of their recrigtm. ¢
the training of such employees commences after six £ cost of any land or «:l t:nl'
(4) All expenses (not beite expe{ldi;u;z:nug}éee?taalﬁz r::;tified skill d:velupl':lmﬂn;
ing), incurred wholly and exclusively D section 35CCD :

' igible for deduction un ' .
gl;zﬁ::lt B:htnl:]a:;:ibpzndnure . curred on the skill development praject which, ;,

reimbursed or reimbursable to the company by any pﬁrsﬂg.s glégther directly or
indirectly, shall not be eligible for deduction under section )

; date of furnishing the retum of j,
(5) The company shall, on or before thtissclgtné o e statement of 2

come under sub-section (1) of section for the previous year along with the aug,

counts of the skill development project d under sub-section (1) of section 35¢cy,

i laime
report and amount of deduction © ' g
tDIl}he Commissioner of Income-tax or the Director of Income-tax, ase may

be. .
(6) If the Comumissioner of Income-tax or the Director of Income-tax, as the case
may be, is satisfied that the,—

(d) company has not maintained separate books of account for the skil|

develapment project or has not got such books of account audited by ag
accountant in accordance with sub-rule (1);
(5) company has not furnished the documents referred to in sub-rule (5
(0) company has ceased to carry out activities of skill development project;
(e) activities of skill development project of the company are not genuine;
or
(&) activities of the skill development project of the company are not being
carried out in accordance with the relevant provisions of the Act or the
rules or the conditions subject to which the notification was issued,
he shall, after making appropriate inquiries, furnish a report on the circumstances
referred to in clauses (a) to (&) to the CBDT for appropriate action under sub-rule
(13) of rule 6AAF.
(7) If the NSDA is not satisfied about the genuineness of the activities of the noti-
fied skill development project, the NSDA shall send its recommendation to the
CBDT for appropriate action under sub-rule (13) of rule 6AAF,
Meaning of expressions used in rule 6AAF and rule 6AAG.
6AAH. For the purposes of rule 6AAF and rule 6AAG—
(9 "Eligible company” means a company, which is—
(?) engaged inthe business of manufacture or production of any article
or thl.ng_, not being an article or thing mentioned at serial number 1
and serial number 2 of the list of articles or things specified in the
Eleventh Schedule; or
(b ﬁlgaged in providing services mentioned in colwmn (2) of the Table
ow:
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TABLE
FS'_‘"""" Particulars
(o 2)
. | Accounting services
2. | Architect services
3. | Autemebile repair ur maointenance
4. | Banking, insurance and financial services ;
ces including ATM installation, main-
. ;;:r;untcc :u:]d operatians or banking correspondents or Insurance agents
: uty a - .
isfs ¥ and cosmetology, including hair styling or manicurists or pedicur-
__ﬁ. Cable opcerators or Direcl To Home (DTH) services
7. | Carge Handling and stevedoring services
B. | Construction including painting or woodwork or plumbi .
L electrical wiring or installation or maintenapce G'Pﬁl;tsmbmg or flooring er
8, | Courier services
o ﬁﬂsﬁﬂiﬁﬁéﬁfﬁngmg fashion or gems end jewellery or apparel or
11. | Event management
12. | Facilities management, housekeeping, cleaning services
13. | Fire and safety services
14. | Food processing or preservation services, includin t harvesting and
post farm-gate skills £ PO Hog
15. | Health and Weliness services including spa or nutritionists or weight man-
agement or health instructors or yoga or gy trainers
16. | Home decor services, landscaping
17. | Hospital and Healthcare services, such as Lab technicians, oursing and
other paramedical staff
18. | Hospitality, including culinary skills or catering services
19. | Logistics and Transportation by any maode, including by air, sea, road, rail
or pipelines, and related services such as driving or operation of heavy
machinery equipment, forwarding agents, packers and movers
20. | Market research services
21. | Media or film or advertising
22, | Mining and extraction of rmineral resources, including hydrocarbons
73 | Packaging and Warehousing, including bath ambient temperature siar-
age nng::l gold storage, operation of Internal Container Depots and Caon-
tainer Freight Stations _
74, | Port and maritime services such as dredging, piloting. tug boat operations,
shipbuilding. ship scrapping, bunkering e
. Sector Services, including those required for erection or ol
2 Ezg{:l; maintenance of equipment or towers, etc. in generation, transmis-
sion or distribution sector projects .
26, | Private Security, including guards, supervisors, installation and mainte-
nance of security equipment etc.
27. | Refrigeration and air-conditioning —
28, Rlpﬂi!' and maintenance sﬂcﬁ, including Installation and servicing o
household goods or white goods
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| <9 | Retail marketing, inclading shop Hoor assistants or merchindise «

30 Telecom sen oS, including erection and maintenance ol Loy

L 3. Travel and huu_‘i:sm. incIm!iu?l_n_uulu.w or _l_lq.‘_;ﬂrft._il_:]:_q: n__m.lw- or caby dijyges,

(1) ‘Tmining institute” means a training institufe,—

(@ setup by the Central Government or a State Govermmeoent or a logy
authority;

(& affiliated to the National Council for Vocational Training ora Sy,
Council for Vocational Training;

(<) attiliated to, or approved by, or cmpanelled by, the National Skill
Development Agency;

(@) affiliated to, or approved by, or empanclled by, the Central Govern.
ment and certified by the National Council for Vocationzl Training
as having training standards equivalent to training institutes affilj.
ated to the National Council for Vocational Training; or

(¢) affiliated to, or approved by or empanelled by, the State Govern.
ment and certified by the National Council for Vocational Training
or a State Council for Vocational Training as having training
standards equivalent to training institutes affiliated to the National
Council for Vocational Training or, as the case may be, the State
Council for Vocational Training.]

(#i)) “"National Council for Vocational Training” means the National Council
for Training in Vocational Trades established by the resolution of the
Government of India in the Ministry of Labour (Directorate General of
Resettlement and Employment) No. TR/E.P.-24/56, dated the 21st
August, 1956 and re-named as the National Council for Vocational
Training by the resolution of the Government of India in the Min istry of
Labour (Directorate General of Employment and Training) No. DGET/
12/21/80-TC, dated the 30th September, 1981.

(1v) “State Council for Vocational Training” means a State Council for
Training in Vocational Trades established by the State Government.]

“[(v) “National Skill Development Agency” means the agency constituted by
the Government of India vide notification No. 14/27/2012-EC, dated the
6th June, 2013.]
**[Form of audit report for claiming deductions under sections 35D and 35E.

6AB. The report of audit of the accounts of an assessee, other than a company
or a co-operative society, which is required to be furnished under sub-

66. Substituted by the IT (Second Amendment) Rules, 2014, w.ef 20-3-2014. Prior to its
substitution, clause (i) read as under :

(i) “Training institute” means a training institute set up by the Central or State Govern-
ment or a local authority or a training institute affiliated to National Council for
Vocational Training or State Council for Vocational Training.’

67. Inserted by the IT (Second Amendment) Rules, 2014, w.e.f. 20-3-2014.
68. Inserted by the IT (Amdt.) Rules, 1972, w.r.ef. 1-4-1971 as rule 6AA and later renumbered as
rule 6AB by the IT (Fourth Amdt.) Rules, 1977, w.e.f. 1-9-1977.
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secg%? ](4) of section 35D or sub-section {8) of section 35E shall be in Form No.
13 .

[ Computatlon of aggregate average advances £
:l[lb O esuEate g ces for the purposes of clause (viia) of

6ABA. For the purposes of clause (viig) of sub-section (I) of section 36, the

aggregate average advances made by th
bank shall be computed in the following manier:enr::;aell: Enc}les of a scheduled

(4) the amounts of advances made by each rural branch tstanding at
the end of thelast day of each month ¢ cedint as outstan a
be aggregated separately; omprisedinthe previous year shall

(B) thesum so arrived atin the case of each such branch shall be divided by

the number of months for which the outstanding advances have been
taken into account for the purposes of clause {a);

(c) the aggregate of the sums so arrived at in respect of each of the rural
branches shall be the aggregate average advances made by the rural
branches of the scheduled bank.

Exphna!ion.l—ln this rule, “rural branch” and "scheduled bank” shall have the
meanings assigned to them in the Explanation to clause (viia) of sub-section (1) of
section 36.]
"[Infrastructure facility under clause (d) of the Explanation to clause (viil) of sub-
section (1) of section 36.*
6ABAA. Theconditions to be fulfilled by a public facility to be eligible to be notified
as an infrastructure facility? in accordance with the provisions of clause
(d) of the Explanation to clause {viii) of sub-section (1) of section 36 shall be the
following, namely :—
(@) itis owned by a company registered in India or by a consortium of such
companies or by an authority or a board or a corporation or any other
bady established or constituted under any Central or State Act;

(5) ithasentered into an agreement with the Central Government or a State
Government or a local authority or any other statutory body for (J
developing or (i) operating and maintaining or ({i) developing, operat-
ing and maintaining a new infrastructure facility similar in nature to an
infrastructure facility referred to in the Explanation to clause (i) of sub-
section (4) of section 80-14;

(¢) it has started or starts operating and maintaining such infrastructure
facility on or after the 1st day of April, 1995.]

69. Substituted for “3B" by the IT (Eleventh Amdt.) Rules, 2006, w.ef. 19-10-2006.

70. Inserted by the IT (Fifth Amdt) Rules, 1979, w.ef. 1-4-1980.

71. Inserted by the IT (Sixth Amdt.) Rules, 2006, w.ef. 20-7-2006.

72. See notified infrastructure facility, see Taxmann’s Master Guide to Income-tax Rules.

"Heading is provided by Editor.
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“[Form of report for claiming deductlon under clause (xf) of sub-sectlon () o

asection 36. .
6ABB. The report of an accountant, whichisreq uirgd t;;;l;ug:s;l g;l }Imder ':lﬁuse
{xd uf sub-section (1) of section 36 shall be in

Pe[Other electronic modes. .
SABBA. The following shall be the other electronic ma‘f{fﬂj ;}?: ;giﬁg}?ﬂ of
clause {d) of first proviso to section 1 3A, ; 1::::.‘:”!’ section (34) m;tdf? gf

. . i v L Uh.
et 343 st (3 et (38 oot el GA)

. , tocla :
section (4) of section 404, second Pfovfsc; )‘:} f section 44AD, second proviso 1o sy,

of section 43CA, proviso 1o sub-section { . oo St
; - ' b-clause (b) of clause (x) of sub-sectiry,
section (1) of section 50C, second proviso {; ;‘1:? ¥ etunese ) of Explanation 1o seqr

{2) of section 56, clause (b) of first prov ' an
SIE‘IJUAA, section 26988, section 269ST and section 2697, namely

fa) Credit Card;
(b) Debit Card;
{c) Net Banking
(d) IMPS (Inmmediate Payment Service);
fe) UPI(Unified Payment Interface);
f) RTGS (Real Time Gross Settlement);
{g) NEFT (National Electronic Funds Transfer), and
(h) BHIM (Bharat Interface for Money) Aadhaar Pay.]
Limits and conditions for allowance of expenditure In certaln cases.
"6AC. [Omitted by the IT (Thirty-second Amdt. ) Rules, 1999 w.e.f 19-11-1 89991

Expenditure on advertisement.
6B, [ Omiited by the IT (Thirty-second Amdt) Rules, 1999, w.e.f. 19-11-1 999.]

73. Inserted by the IT (Twentieth Amdt.) Rules, 1999, w.ef. 1-4-2000.
73a. Inserted by the IT (Third Amdt.) Rules, 2020, w.r.ef. 1-9-2019.

Lyg \

|

74. Prior to its omission, rule 6AC, as inserted by the IT (Third Amdt.) Rules, 1965, as rule 64 and
later substituted by the IT (Fourth Amdt) Rules, 1965 and the IT (Second Amdt.) Rules, 1966
and renumbered as rule 6AA by the IT (Third Amdt) Rules, 1970 and later renumbered as

rule 6AC by the IT (Amdt.) Rules, 1972, read as under :

"6AC. Lintts and conditions for aliowance of expenditure in certain cases.—Expenditure
referred to in sub-section {3) of section 37 shall be allowed only to the extent and subject to

the conditions specified in rules 6B, 6C and 6D :

Provided that in the case of such expenditure incurred during the previous year commencing
immediately prior to the 10th day of August, 1966 or sny earlier previous year, the full
amount thereof, if otherwise admissible under sub-section (1) of section 37, shall be allowed.”
75. Prior to its omission, rule 6B, as inserted by the IT (Second Amdt.) Rules, 1966 [originally it
was inserted by the IT (Third Amdt.) Rules, 1965 and omitted by the IT (Fourth Amdt.) Rules,
1965] and later amended by the IT (Fifth Amdt.)Rules, 1989, w.r.el. 1-4-1 988, IT (Tenth Amdt)
Rules, 1990, w.e.f. 12-4-1990 and IT {Eighth Amdt.) Rules, 1992, w.ef. 1-4.1992, read as under:

(Cuntd vy p ) 951
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el fremm p § o

'Q\H. f:ij“t'!hf”ldl|_'11”f_“h-l-,““.”h.'” 4 I_!I'
s - "‘“l”“‘\rnlnl " PN - . : A= g
ment shall not in the I"“““'“I'- ChRCN encoods cinrespect of expenditure on advertise

(@) i respect ol articles intended o presentalion,—

N where the amo SLC ;
( article. it amount of such expenditure daes not exceed Rs. 1,000 on cach such
article, the whole of such amount

(0 ::‘“-:".";::_tl":: ¢ '-‘?l : H.‘n‘ LDO0 on cach such article as increased by a sum equal to
. per cent of the expenditure in excess of Rs. 1,000 on such anicle -

(0 anrespeet of any advertisement vutside India involving pavment in furcig ITENCY
the amount covered by forcign exchange granted to, or permitted lu‘h:-le;;f Lt.ll-:r -:inh\'
1h1:* nh:ft‘m-;‘vtur this purpose under the law relating r:-;llc' furcign exchange f ‘s hL-
br_‘mg e e fed change tor the time

(2) () Where fhc A'ﬁsessing Officer is of opinion that any expenditure on advertisement of the
nature described in clause (#) is excessive or unreasonable having regard to the le mm'.u::-
busmchs needs of the assessee and the benefit derived by or accrui;m to him 1hcrcfr5m that
portion of the expenditure which is so considered by him to be excessive or unrunw:;abh:
shall not be allowed as a deduction in computing the total income. | |

(1) The expenditure referred to in clause (#) is that incurred on advertisement involving
paviment— -
(A) to a person {fncluding in the case of a company, firm, an association of persons or a
Hindu undivided family, a director, partner or member, as the case may be, of such
company, firm, association or family) who has a substantial interest in the business of
the assessee, or to a relative of such person ; or
(B) to a person who carries on the business of, or profession as, a publicity or advertising
agent, where the assessee, or in a case where the assessee is a company, firm, an
association of persons or a Hindu undivided family, any director, partner or member,
as the case may be, of such company, firm, association or family, or any relative of such
assessee or such director, partner or member, has a substantial interest in the business
or profession of that person.
(3) Any expenditure on advertisement for which payment has been made in a sum exceeding
Rs. 10,000 shall not be allowed as a deduction in computing the total income unless such
pavment is made by a crossed cheque drawn on a bank or by a crossed bank draft:

Provided that where an allowance has been made in the assessment for any vear in respect
of any liability incurred by the assessee for expenditure on advertisement exceeding
Rs. 10,000 and subsequently during any previous year the assessee makes pavment in respect
thereof otherwise than in accordance with the provisions of this clause._ the al_lc}wance
originally made shall be deemed to have been wrongly [txade and.lhe Assessing (?ffl:‘:.{‘r.mﬂ.}'
recompute the total income of the assessee for the previous year in whtc!1 such liability was

section 154 shall, so far

incurred and make the necessary amendment ; and the pmv.-lisiuns of se .
as may be, apply thereto, the period of four years specified in sub-section (7) of that section

being reckoned from the end of the assessment year next following the previous vear inwhich

the payment was so made.
Explanation : For the purposes of this rule,—
() “relative” shall have the meaning assigne _ ‘ ‘
(i) a person shall be deemed to have a substantial mteresetd ina :usm:; O:;If.: e
i i ion i iedonbyac Vv, Suc
@ :: :ihf;ﬂiﬂe::l;:f; ::51111:':5 :f':;}f:rojzsiﬁr I;i;:na;ghares entitled Ft:'a a ﬁ_‘u.:d r:t.te_nf
dividend whether with or without a further ri'ght to participate in profits,
carrying not less than twenty per cent of the vn.vtmg power ; :m.& |
(b) in any other case, such person is beneficially ethltfd to not less than twenty per
cent of the profits of such business or profession.

d to it in clause (47) of section 2;
-ofession, if—
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Expenditure on residentlal accommodation Including guest houses.

] - 4 . Original rule 6C
6C. [Omitted by the IT (AmdL) Rules, 1973, we.f. 1-4-1 973 F)ngma wag
inserted by the IT (Third Amdt.) Rules, 1965 and latet omitted by the IT (Foyyy,

Amdi.) Rules, 1965. It was again inserted by the IT (Second Amdt.) Rules, 1966,

Expenditure in connection with travelling, etc.

6D. [ Omitted by the IT (Thirty-second Amalt.) Rules, 1999, w.e.f 19-11-1999]
[ Cases and clrcumstarices in which a payment or aggregate of paymengy
exceeding ten thousand rupees may be made to a person in a day, otherwiz,
than by an accouni payvee cheque drawn on a bank or account payee bank draf
or use of electronic clearing system through a bank account or through such
other electronic mode as prescribed in rule 64ABEBA.]
6DD. No disallowance under sub-section (3) of section JfDA shall ‘t?e made and nq
payment shall be deemed to be the profits and gains of business or profes.

i i jssion, rule 6D}, as inserted by the IT (Second Amdt.} Rules, 1966 [originally j
e E;:I;:eﬁigﬁy the IT (Third Amdt.) Rules, 1965 and omitted by the IT (Fourth Amdt.) Rules,
1965] and later on amended by the IT (Eighth Amdt.) Rules, 1992, wef. 1-4-1992, 1T (.Fnurth
Amdt) Rulles, [980, w.ef. 18-6-1980 and IT (Fifth Amdt) Rules, 1975, read as under :
'6D. Expenditure in cornection with travelling ete—(1X9 The allowance in respect of
expenditure incurred by an assessee in connection with travelling b}' an emp!uyce or any
other person outside India for the purposes of the business or profe?smn of the assessee shal}
not exceed the amount which bears to the aggregate of the amount, if any. covered by foreign
exchange granted, or permitted to be acquired, for the purpose of such travel under the law
relating to foreign exchange for the time being in force and the amount expended on such
travel in Indian currency, the same proportion as is determined in the manner specified in
clause ().
(i) The proportion referred to in clause (i) shall be determined by dividing the number of days
mainly devoted by such employee or other person for the purposes of the business or
profession of the assessee outside India by the total number of days spent by such employee
or other person outside India (excluding, in either case, the number of days required for such

travel by a reasonably direct route in the mode of travel adopted by him).
Explanation—For the purpose of this rule, the expresslon “days mainly devoted by such
employee or other person for the purposes of the business or profession of the assessee
outside India* shall include any public holiday in a foreign country on which such employee
or ather person is required to stay ouiside India, provided that the working days immediately
following such public holiday is mainly devoted by him for the purposes of the business or
profession of the assessee.
(2) The allowance in respect of expenditure incurred by an assessee in connection with
travelling by an employee or any other persan within India cutside the headquarters of such
employee or other person for the purposes of the business or profession of the assessee shall
not exceed the aggregate of the amounts computed as hereunder :—
{@) in respect of travel by rail, road, waterway or air, the expenditure actually incurred ;
(&) in respect of any other expenditure (including hotel expenses or allowances paid) in
connection with such travel, an amount calculated at the following rates for the period
spent outside such headquarters :—
() where the amount of such expenditure does not exceed Rs. 1,500 per day, the

whole of such amount ;
{Conul. on p . 97)
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o1 stib-section S

ﬁim:l:j‘l:llll': lllmltllu 1oy lit:‘ft:::l:}fj .l'tuimlt, A0A where o payment’” or aparegate of
l'lul\ L A - I ' [ I IIY, IjI L-l-wih.u il’[lll h Ui ace . -,_ L2 i. . .
) wnk or " aces Y un aceount payee™ chogue

drawn o O payee bank drafi . ' '
. 3 '} & e of [ id - ¥ 7 F a
1w throught a bank deconnt or throvipl vuch u{h 'r ‘.‘;.t ! ({(t.fh’.)ﬂlf. l’.n’LUﬂHI{‘:)‘:
nder ride 6ARBA, cacerds te; ' er electronic mude as prescribed

thousand ry i
\ 'd ty AR - yv rary + - ; c o ]
gpevified hereunder, namely — i e e and dircumitance:

P
tCunak fromi g FR )

(i) in any other case, Rs. 1,500 as inc
" r I . .
of such expenditure in excess of ;:S‘I:f;gg ;;r;“a;flual' W seventy-five per com

77. Substituted by the IT (Seventh Amdt.) Rules, 2008, with effect frum assessment
] veor

200%-10. Prior 1o its substitution, rule 6DD, as
) . » as amnended by the IT (Eighth Amdt. R
with effect [rom assessment year 2008-09, IT (Amdt.) Rules, 1969, wff. 1-4-15:;9. I?I]'?vam

Amdtr) Rules, 1970, w.ef 1.4- :
51989, IT (Fourteenth Ammsﬂggi;rl f;."g';'"‘ A?g;._)?aules, 1989, wref 1-4-1988/w.ef.
o et 1258 T T A R g o T T A ok,
Amdt} Rules, 2000, w.r.ef. 25-7-1995 and IT (Thirteenth Amdt.) Rules, 2006, w.c{. STt 3000
78, Substituted for “Cases and circumstances in which a payment or aggregale of pavments
exceeding Lweng thnu;rand rupees may be made 1o a person in a day, otherwise than by an
account o C ue arawi an a bank or: H . -
Rulos, 2020, w.e.£, 29-1.2020. Accountpayee bank draft.” by the IT (Third Amd,
78a. Rule 6DD is constitutionally valid - Artar Singh Gurmukh Singhk v. ITO[19911 19 ;
(SC)/ Mudiam Oil Co. v. ITO[1973] 92 ITR 519 (AP). Section 40&(%) is not 11{ viola]tilnnlDIfl;Rx;u?:i:
265 of the Constiluiion - ITO v. Kenararm Saha & Subhash Saha [2009] 1186 ITD 1 (Kol - Trib.)
{(SB). Th.e r-uIe will 'app_:ly even for computation of income under ‘other sources’. The term
‘bank’ will include indigenous money-lenders’ banks provided they are specifically notified
under section 49A of the Banking Regulation Act - Circular No. 6P, dated 6-7.1968 Section
40A(3) can be invoked only if the expenditure has been claimed as a deduction by the assessee
- Saral Motors & General Finance Lid. v. Asstt. CIT[2009] 121 ITD 50 (Delhi - Trib.). Addition
cannot be made simultanecusly on same amount by applying provisions of section 40A(3) as
well as section 40(a)(ia) - Ghosh & Chakraborty Transport v. IT(}[2013] 34 taxmann.com 35
(Kol. - Trib.). For details, see Taxmann's Master Guide to Income-tax Rules.
79. The term ‘expenditure’ refers to any payment made by assessee, and is not confined to
expenditure deductible under section 37 - Sajowanial Jaiswalv. CIT[1976] 103 ITR 706 (Ori).
It will cover payments for acquisition of stock-in-trade or raw materials - Artar Singh
Gurmukh Singh v. ITO[1997] 191 ITR 667 (SC). Even advances made for purchase of goods
are covered - Kejriwal Iron Storesv. CIT[1988] 169 ITR 12 (Raj.). Paymenis by film distributor
for acquisition of distribution rights are covered - Akash Fibnsv. C7T[1991] 190TTR 32 {Kar.).
However, payments represcnting loans or their repayments are not covered - Press Note,
dated 2-5-1969/Letter F. No. 1{22)/69-TEL. (Pt.), dated 18-4-1969. For details, see Taxmann’s
Master Guide to Income-tax Rules.
80. So far as compliance with requirement of section 40A(3) is concerned, payment made_b}' a
crossed cheque cannot be considered as payment made by account payee cheque - Rajmoti
Industries v, Asstt. CIT{2013] 39 taxmann.com 130 (Rajkot - Trib.). Where payment is partly
in cash and partly by cheque, ceiling will apply to cash portion only - HA. Nek Mohd & Sons
v. CJT[1982] 135 ITR 501 (AllL). For details, see Taxmann'’s Master Guide to Income-tax Rules,
Bl. Substituted for *account pay«e bank draft, exceeds twenty thousand rupees” by the [T (Third
Amdt) Rules, 2020, w.e.f. 29-1-2020.
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®(a) where the payment is made to—
(d the Reserve Bank of India or any banking CO“‘P“-“Y“ as defined iy,
clause (c) of section 5 of the Banking Regulation Act, 1949 (10 of

1949);
(i) the State Bank of India or any subsidiary bank as defined in sectjgy,

2 of the State Bank of India (Subsidiary Banks) Act, 1959 (38 of
1959)%;
(if{) any co-operative bank or ]and mortgage bank;

L » ] - - [ dit .
(iv) any primary agricultural credit society or any primary creditsociery
as dgﬁned under section 56 of the Banking Regulation Act, 1949 (19

of 1949);
fe Insurance Corporation of India established under section 3
() the Life tns e ce G Act, 1956 (31 of 1956);

of the Life Insurance Corporation
83(#) where the payment is made to the Government an_td,_ under the tules
féramed by it, such payment is required to be made in legal tender®,

(¢) where the payment is made by—
() any letter of credit arrangements through a bank;
(i) a mail or telegraphic transfer through a bank;
(ié) a book adjustment from any account in a bank ta any other
account in that or any other bank;
‘ (iv) abill of exchange made payable only to a bank;
); (v) 1o (vi)) ["""]
/ Explanation.—For the purposes of this clause and clause (g), the term
“bank” means any bank, banking company or saciety referred toin sub-

{0 institutions referred to therein and not to payments

82. Rule 6DD(a) applies only to payments
ed by institutions referred to therein - K Abdu & Co.v.

made in any party’s account maintain
ITO[2008] 170 Taxman 297 (Ker.).

83. For definition of “banking company” under clause () of section 5 of the Banking Regulation
Act, 1949, see Appendix.

84. Now repealed.
85. Payment of freight charges/booking of wagons to railways, and payment of sales iax/excise
duty are covered by this exception—Circular No. 34, dated 5-3-1970. For details, see

Taxmann’s Master Guide 10 Income-tax Rules.

86, Payment made to government concern (viz., Railways) in cash in excess of amount prescribed
under section 40A(3) would be allowable- CITv. Devendrappa M Kalal [2013]39 taxmarm.com
16/219 Taxman 122 (Kar.). Payment made in cash to Airport Authority is not disallowable
under section 40A(3) - CITv. SRC Aviation (P.) Lid. [2013] 37 taxmann.com 308/218 Taxman

62 (Mag.) (Delhi). Octroi duty paid by assessee to Municipal Corporation on goods transported

within municipal limits does net come under provisions of section 40A(3), read with rule

&DD(B) - CITv. Arvind Mills Ltd. [2014] 52 taxmann.com 475/[2015] 228 Taxman 358 (Mag.}

(Guj.). Maharashira State Road Transport Corporation is a "State’ for purposes of section

40A(3) - Smit. Sapna Sanjay Raisoniv. ITO{2016]70 taxmanni.com 7/159 [TD 1 (Pune - Trib.}.
86a. Omitted by the IT {Third Amdt.) Rules, 2020, w.c.f. 29-1-2020. Prior to their omission, sub-

clauses (), (vi) and (vii) read as under :

»(v) the use of electronic clearing system through a bank account;

{vi) a credit card;
(vif) a debit card.”
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gl:.nlises (11}0 (8v) c:f clause (@) and includes any bank [not being a banking
con F;:g}'( lgs clltt;g.:ed inclause (c) of section 5 of the Banking Regulation
e T dja? 9] whether incorporated or not, which is established
58 d) ‘:E:h;:'; htgf; i?i?j'l:nent is :lnéldehby way of adjustment against the amount
Y Incurred by the payee for an ‘ ‘
rendered by the assessee y Suchypa}ree; y goods supplied or services
*(€) where the payment is rade for the purchase of —

{9 agricultural or forest produce; or

(i) the produce of animal husbandry (including livestock, meat, hides
and skins) or dairy or poultry farming; or y . J
(ii)) fish or fish products® or

(iv} the products of horticuliure or apiculture,

to the cultivator, grower or producer of such articles, produce or
products;

87.
88.

89.

See foomote No. 83 on page No. 1.98 ante.

Where assessee purchased old jewellery from customers on a condition that in turn they
would buy new ]ewc]lcry- from assessee, provisions of section 40A(3} were not atiracted in
respect of payment of differential purchase amount in cash - Dy, CIT v. Kirtilal Kalidas

Tewellers (P.) Led. 12012] 27 taxmann.corn 341/54 SOT 529 (Chennat - Trib.). (

The words ‘cultivator, grower or producer’ accurring at the end of this sub-rule qualify the
words occwrring in all the preceding four sub-clauses, and not merely sub-clause (iv}—CIT
v. Pehlaj Rai Daryanmal [1991] 190 ITR 242 (AlL). Exclusion to operate even if product has
undergone any change - Press Noite dated 2-5-15969. Payments to middlemen are not covered
- Letter FNo. 1/22/6%-TPL (Pt.), dated 18-4-1969. Exception will not apply to payments made
to "arhatiyas'— Circular No. 34, dated 5-3-1970. In ITOv. Raxn Prakask[2014] 52 taxmann.com
3561/[2015]167 SOT 126 (URO) (Agra), it was held that payment to Kachcha Aaratia by assessee
was to be taken as a payment to farmer as such Aaratia held agency relationship and he did
noi receive payment in his own right and, hence, Assessing Officer could not invoke section
40A(3}. Exception will not be available on purchase of hides and skins from a person who is
not proved to be the producer of the goods—Jdeal Tarnery v. CIT[1979] 1171TR 34 (All}. To
satisfy test of rule 6DD(g), not anly payment should be made for purchase or produce of
animal husbandry but payment is 10 be made to producer of such produce - ITO v. Kenaram
Saha & Subhash Saha[20091116 ITD 1 (Kol - Trib.)(SB). Rule 6DIX¢e) nowhere says thal such
ucer must belong to rural areas where banking facility is not available - Hybro Foods (P.)
Litd v. JTO[2008] 115 ITD 73/25 SOT 143 (Mum.-Trib.). Purchase of Dhania (an agricultural
produce) is eligible for the exception—Karnti Lal Purshottam & Ca v. CIT {1985] 155 TTR 519
(Raj.). Hoshiarpur District Co-operative Milk Producers Union cannot be considered to be
producer of milk and, therefore, payment made by assessec to Union would not come under
rule 6DiXe) - Smt. Chanchal Dograv. ITO[2012)247 CTR (HF) 61 8. Payment made by assessee,
manufacturer of milk products, to milk producer through an agent in cash for purchase of
milk would be covered by exception contained in clause (&) - Dy./ Asstt, CIT v. Heritage Foods
{fndia) Ltd [2012]25 taxmann,com 209/53 SOT 204 (URO)(H d.- Trib.).In LI Tv. Keenﬁ:' igm
Mills (P.) L1d [2017] 87 taxmann.com 31 (Ker.) [SLP dismissed in Principal CIT v. Keert 4:0 J!lg:‘r?‘a
Mills (P} Ltd [2018] 95 taxmann.com 282/257 Taxman 1 {SC)] it was held that section Pré )
is & deeming provision; rule SDD clearly exempts the agricultural produce, Le, ‘paddy’, from
the rigours of section 40A(3). In ITQv. Standard Leather (.) Lid [2016) 76 taxmann.com 105/
[2017] 162 ITD 285 (Kol - Trib.) for purpose of manufacturing leather and leather products
the assessec purchased raw hides/skins from local producers, The assessee made cash
payments exceeding Rs, 20,000. The purchases were for manufacturing and thers were
Ecnuine sales. 1t was held that the payment made by the assessee would be covered by nule
6DD end no disallowance was to be made by the Assessing Officer under section 40A(3).

iCemted o p 1R
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oducts man
(/) where the payment is made for the purchase of E;tg;e industry. t'-(']fftl;:-
tured or processed without the aid of powerina®s ) ¢

producer of such products; : thedate of
%(g) wherethepaymentismadeina village oT toWz, wﬂ;ﬁiﬁdmarﬁv ressisch
8 is not served by any bank, toany person ¢ -~ any such vill o
Pa?'mem 15 ngoo n any business profession or yocation, 11 any age

oris carryin usiness,

or town; employee of the assessee or the hejr

(k) where any payment is made to 21 with the retirerent, retrench.

ee,onorin connection
of ant}' 5:;2:;13: ydischarge or death of such employee, on account of
ment, T \

gratuity retrenchmen cmnpensation or similar termir 1al benefit ang
i t . ‘
heaggle a EOf such sums pa able 1o he €mp oyec or his heir

: £s;
exceed fifty thousand rupe ce by way of salary to hig

i 8
¢ payment is made by an asses : _
@ :m}?ci‘:ytc:e ali?tgr deducting the income-Lax from salary uil1 accc:il dance
wit}l:; the provisions of section 192 of the Act, and when such employee--

{Cortd from p. 1.99}

under rule 6DD{e){ i) would includc

The expression “the produce of animal husbandry” used n the payment for the purchase

- * furth i ill not be available o
-::Iﬂ?.rs-:;col:dacn :‘fmn;f,al:ldis 'ansj;ﬁfnc:g-%ﬂ :;uerson whao is not g)rovlfci to b:nﬂ::len ];ré::u t::;ler gfr:, |ﬁ5e

i ker or any other middleman by whalcve d - Circular
ﬁfiﬁ?ﬁgésgangdaztgﬁﬁgﬁmﬁ; (];ersgn. by whatever name called, who buys animals from

arm the raw meat carcasses to the meat processing
the farmers, slaughters them and then sells ;be v meal carcasses (o the el Procesing

i retail outlets woul cer _
:f:gt?.nﬁ:r b;?n:g:f onf-a rﬁ? ;DD chall be available to him subject to furnishing of prescribed
document - Circtilar No. 8/20006, dated 6-10-2006. See also Press Release, dated 2-5-{ 262 No

ash sale of agricultural produce by cultivators/

i nder section 40A(3)in case of ¢ ¢ ‘
;i;;lil&?mctg traders - See C:'rgualarﬁa 27/2017 dated 3-11-2017.For details, see Taxmann's

Master Guide to Income-tax Rules.

90. Circular No. 10/2008, dated 5-12-2008, provides as under :

91,

. The expression ‘fish or fish products’ used in rule 6DD(e)(ii) would include ‘other
marine products such as shrimp, prawn, cuttefish, squid, crab, lobster, ete.’

The ‘producers’ of ‘fish or fish products’ for the purpose of rule 6DD( e} would includs,
besides the fishermen, any headman of fishermen, who sorts the catch of fish brought
by fishermen from the sea, at the sea-shore itself and then sells the fish or fish products

to traders, exporters, etc.
- Exception provided under rule 6DD{e)( i) will not be available on the payment for the
purchase of fish or fish products from a person who is nol proved to be a ‘producer’
D;ﬂ thzse goods and is only a trader, broker or any other middleman, by whatever name
called.
Processed fish’ is covered under ‘fish or fish products’ - CIT'v. Interseas, Sea Food Exporters
[2010] 188 Taxman 343 (Ker.). In CIT v. Blue Water Foods & Exports (P) Lid. [2015] 55
taxmanmn.com 511/231 Taxman 377 (Kar.), it was held that it is only when fish is purchased
fram a trader, broker or any other middleman, that beneSit of rule 6D D is not available. Where
the assessee had purchased fish from fisherman/headman of fisher, no disallowance under
section 40A(2) could be made even if payment in cash exceeded Rs. 20,000.
In Principal CITv. Lard Chioro Alkali Ltd. [2018] 97 taxmann.com 513 i, ismissed
in Principal CITv. Lord Chioro Alkali Lrd. [2018] ]97 taxmann.com 514/ 2{;{85‘ %ﬁndﬁgntscl]
it was held that cash pavments made to transporters in excess of limie prescribed under
section 40A(3} eculd not be disallowed berause factory was located in a backward area and
banking facilities were not available in said area. In Madhay Govind Dhulsheis v. ITO [2013
99 taxmann.com 56/259 Taxman {49 (Bom.) assessee, engaged in business of sale ul]
Kerosene, purchased it from notified dealer by making pavment in cash on ground that said
payment was made as per guidance of District Civil Supply Officer. It was held that (o view

Flraresid oy pu 4 4001
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() is temlpora.rily posted for a continuous period of fifteen days or more
in a place other than his normal place of duty or on a ship; and

Ef;:) diﬂt‘s not maintain any account in any bank at such place or ship;
U) LAl

(k) where the payment is made by any person to his agent® i '
1 gent®® who is required
to make payment in cash for goods or services on behalf of such person;

() where the payment is made by an authorised dealer ora money changer

against pur?hase of foreign currency ortravellers chequesin thenormal
course of his business.

Expianatic:n.—For the purposes of thisclause, the expressions “authorised
dealer” or “money changer” means a person authorised as an authorised

dealer or a money changer to deal in forei i
gn currency or forei
exchange under any law for the time being in force.] ~ &

“[Conditions that a stock exchange 1s required to fulfil to be notified as a recognised
stock exchange for the purposes of clause (d) of proviso to clause (5) of section 43.

6DDA. For the purposes of clause (d) of proviso to clause (35) of section 43, a stock
exchange shall fulfil the following conditions in respect of trading in
derivatives, namely '—

() the stock exchange shall have the approval of the Securities and
Exchange Board of India established under the Securities and Exchange
Board of India Act, 1992 (15 of 1992} in respect of trading in derivatives

{Contd fram p. LI00)

of fact that District Supply Officer's order did not mandate any mode of payment either in
cash or by chegue, and, moreover, there were banking chanoels available even when supplies
had been effected, impugned disallowance was rightly made by authorities below under
section 40A(3).
If place where recipient resides or carries on business is having ‘banking facility, conditions
of rule 6DI)g) would not be satisfied merely because recipient has not opened his bank
account - ITO v, Kenaram Saha & Subhash Szha [2009] 116 ITD 1 (Kol. - Trib.)(SB). Where
gssessee made payments to sellers of agriculiural in cash in presence of Sub-Registrar
at those places where banking facilities were not available, said payments were covered
under second proviso to section 40A(3) and rule 6DD(g) - Saraswati Housing & Developersv.
Addl CIr[2013] 32 {axmann.com 307 (Delhi - Trib.). . . o

92, Omitted by the IT (Third Amdt.} Rules, 2020, w.eF. 29.1-2020, Prior to its omission, clause ()

read as under :
) where the payment was required to be made on a day on which the banks were closed
either on account of holiday or strike;” R + Chamd 4 Ca [2007] 108TTD 626 (Pune
93. Em is not ‘agent’ - Dy. CIT' v. Vijay Kurmar kames 1 -
- Tl-?lifi;fnmdisaﬂoﬁancezzn_de_r section 40A(3), read with rule 6L D(e and (K), was called fo_r
where cash purchases were made in conuuission agency business in food grains and assessee
was maintaining all books of account and also accounts.on all statutory forms required under
U.P. Krishi Utpadan Mandi Adhiniyam, 1962 - CIT v. Sunil Kuwmar Agrawal [2013] 38
taxmann.com 386/210 Taxman 113 (AlL). Where assessee directly deposited money in bank
account of its agent, no disallowance could be made under section 40A(3) in respect of said
deposit - CITv. Sm. Shelly Passi[2013] 31 taxmann.com 173/213 Taxman 213 (Mag) (Pun}
& Har)). Payments made in excess of Rs. 20,000 by ginning factory to its agents for procuring
coiton cou]}i.:.l":lut be disallowed under section 40A(3) - CTT'v. Sri Shanmuga Ginning Faciory
[20113] 37 taxmann.com 422 /218 Taxman 76 (Mag.) (Mad.). For details, see Taxmann's Master
Guide to Income-tax Rules.
94, Inserted hy the IT (Twentieth Amdt.} Rules, 2005, w.el. 1-7-2005.
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l.lnz
and shall function in accordance with the guidelines or congis:
down by the Securities and Exchange Board of India; hditiong laig

(i) the stock exchange shall enisure that the particulars of the ..
l i . - r . ‘f = Ch
(including unique client identity number and PAN) are duly rec ot
N and stored in its databases; Ordeq
(i) the stock exchange shall maintain a complete audit trail of all trang
tions (in respect of cash and derivative market) for a period of go. ©
years on its system; v
*[(iv) thestock exchange shall ensure that transactions (in respect of cag},
derivative market) once registered in the system are not erased;] and
*[(v) the stock exchange shall ensure that the transactions (in respect of ¢
and derivative market) once registered in the system are modifieg nans]h
in cases of genuine error and maintain dataregarding all transactiopg {.y
respect of cash and derivative market) registered in the system whic
have been modified and submit a monthly statement in Form Ng, 3]3%
to the Director General of Income-tax (Intelligence), New Delhi withip
fifteen days from the last day of each month to which such Statemen;
relates.]
Notification of a recognised stock exchange for the purposes of clause (d) of Proviag
to clause (5) of section 43.
6DDB. (1) An application for notification of a stock exchange as a recognised stock
exchange for the purposes of clause (d) of proviso to clause (5) of sectigy
43 may be made to the ¥[Member (Income Tax)], Central Board of Direct Taxeq
North Block, New Delhi - 110001. '
E-?.) The application referred to in sub-rule (1) shall be accompanied with the
ollowing documents, namely :(—
() approval granted by Securities and Exchange Board of India for trading
in derivatives;
(#) up-to-daterules, bye-laws and trading regulations of the stock exchange:
(i) confirmation regarding fulfilling the coriditions referred to in clause (#)
to #[clause (1)) of rule SDDA;
(iv) such other information as the stock exchange may like to place before
the Central Government.
(3) The Central Government may call for such other information from the applicant
as it deems necessary for taking a decision on the application.
(4) The Central Government, after examining the information furnished by the
stock exchange under sub-rule (2) or sub-rule (3), shall notify® the stock exchange
as a recognised stock exchange for the purposes of clause (d) of proviso to clause
Eﬁ of section 43 or issue an order rejecting the application befare the expiry of
our months from the end of the month in which the application is received.

95, Substituted by the IT (First Amdt.) Rules, 2011, w.e.f. 1-4-201 1. Prior to its substitution, clause
(i) read as under:
*{#+) the stock exchange shall ensure that transactions once registered in the system cannot
be erased or moedified.”
96. Inserted, ibid
97. Substituted for “Member {L)" by the IT (Third Amdt.) Rules, 2017, w.e.f. 23-3-2017,
Q8. Substituted for “clause (iv)" by the IT (First Amdt) Rules, 201, wef. 1-4-2011.
99. Notified Stock Exchanges :
- National Stock Exchange of India Ltd., Mumbai
. Bombay Stock Exchange Limited, Mumbai - SO 8%(E). dated 25-1-2006.

iCuntd on p 10
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. ferred to b- . L X
5) The nﬂllh‘::‘“‘{" reler N sub-rule (4) shall be effective until the approval
() ated by the .S""'i“rf““"’f and Exchange Board of India is withdrawn or f:fpired,
or the ﬂﬂllf“r"ﬁ:“:‘ 8 "'"‘*C'"idCd by the Central Government,|
iyConditlone that a recognised assoclatlon is re ulred to fulfil fled
,Lcogni!:‘ﬂ; assoclation for the purpoges of claua;l (e) of 1ﬂegmv:2;':§ glitllul: (;jm 0?
gection 3.
¢DDC. For the purposes of clause (¢) of the proyi : ;
recognised association shall fulfj] thg ru}’llsr{:v}r?gcLaglnsgit{gn?sfi;ef-gg I:::f? 'o?

rading in derivatives, namely:— P

(0 QMW l:;ett:o%njsed ‘association shall h
arkets Commission established :
lation) Act, 1952 (74 of 1952 e :.-e . under the Forward r?voﬁracts (cfllelf:li
functiori in accordance with the guidel ition lv?j ﬁn . b
the Forward Markets Commission; s e dowan By

(#) the recognised association shall ensure that the articulars of the clj
(including unique client identit P rs of the client
and stored in its databases; ¥y number and PAN) are duly recorded

(if)) the recognised association shall maintain g complete audit trail of all

transactions (in respect of derivative market) for a pers '

o Its Syster; ) period of seven years

(#v) the recognised association shall ensure that transactions (in respect of
derivative market) once registered in the system are not erased:

(v) therecognised association shall ensure that the transactions (in respect
of derivative market) once registered in the system are modified only in
cases of genuine error and maintain data regarding all transactions (in
respect of derivative market) registered in the system which have been
modified and submit a monthly statement in Form Neo. 3BC to the
Director General of Income-tax (Intelligence and Criminal Investiga-
tion), New Delhi within fifteen days from the last day of each month to
which such statement relates.

Notification of a recognised association for the purposes of clause (e) of the proviso
io clause (5) of section 43.

6DDD. (1) An application for notification of a recognised association (as per clause

() of section 22 of the Forward Contracts (Riﬁ—ulaﬁon) Act, 1952) as a
recognised association for the purposes of clause (€) of the proviso to clause (5) of
section 43 may be made to the {Member (Income Tax)], Central Board of Direct
Taxes, North Block, New Delhi.

(2) The application referred to in sub-rile (1) shall be accompanied with the
following documents, namely .—

fContd from p. 1. 102}
- MCX Stock Exchange Ltd. - SO 1327(E), dated 22-5-2809.
- United Stock Exchange of India Limited - Notification No. 12/2011 [F. No. 142 /20/2010-
SO(TPL)], dated 25-2-2011.
- NSE IFSC Lid., Gandhinagar, Gujarat - S0 3969(E), dated 31-7-2018,
- Indian International Exchange (IFSC) Ltd., Gandhinagar, Gujarat - SO 396B(E), dated
31-7-2018.
See alsa Asstt, CITv. Hiren Jaswantrai Shah [2011] 46 SOT 276/12 taxmann.com 55 {Ahd. -
Trib.)/ Assit. CITv. Vimal Vadilal Shah[2012] 54 SOT 458/27 taxmann.com 179 (Ahd. - Trib.)/
Asstt, CITv. Aynav Akshay Mehta [2012] 53 SOT 581/25 taxmann.com 252 {Mum. - Trib.),
1. Rules $DDC and 6DDD inserted by the IT (Ninth Amdt.) Rules, 2013, w.ef. 4-7-2013.
2. For text of section 2(j) of the Forward Contracts (Regulation) Act, 1952, see¢ Appendix.
3. Substituted for “Member (Legislation)” by the IT (Third Amdt.) Rules, 2017, w.ef 23-3-2017.
























































































































































































































































































































































































