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Sr. no.
	Subject
	Comments / Recommendations

	Corporate Taxation

	1. 
	Section 44AB (Clause 44 of Form 3CD) of ITA 1961
Section 63 of ITA 2025 (Clause 52 of Part B of Form 26)
- break-up of Total Expenses under GST


	Rationale:
· Clause 52 of Part B of Form 26 requires furnishing if GST related expense details 
· As per the said clause, Tax Auditor has to report break-up of total expenditure in respect of the entities registered or not registered under GST
· This is a voluminous exercise with lot of reconciliations and may not be even feasible for large organizations. Even inter-branch supply which is liable to GST needs to be eliminated. 
· In fact, post introduction of E-invoice, substantial GST data is already available with Government
Recommendation:
· Therefore, it is suggested to kindly appreciate all the concerns/issues of the industry as well as the tax auditors and accordingly omit Clause 44 of Form 3CD.

	2. 
	Appropriate valuation rules to be prescribed for receipt of VDA as gift or inadequate consideration
	Rationale
· Finance Act 2022 has amended definition of “property” under clause (d) of Explanation to S.56(2)(vii) of the ITA, 1961 to include VDA. Such definition of “property” is applicable in case of S.56(2)(x) by virtue of Explanation to S.56(2)(x) (corresponding to s.92(2)(m) of ITA 2025 r. w. definition of property under s.92(5)(f) of ITA 2025). 
· S.56(2)(x)(c) of the ITA, 1961 (corresponding S. Section 92(2)(m)(iii) of ITA, 2025) provides for taxation of income where property is transferred for NIL or inadequate consideration as compared to fair market value (FMV). The difference between FMV and consideration in excess of Rs. 50,000 is considered as income in hands of recipient. 
· Explanation to S.56(2)(x) r.w. clause (b) of Explanation to S.56(2)(vii) defines fair market value of property as per prescribed method. Rule 11UA of Income Tax Rules, 1962 (Rule 57 of Draft IT Rules, 2026) prescribes the manner of determination of FMV of property. 
· The amendment provides for gift taxation of receipt of VDA in hands of recipient where the VDA is received for NIL or inadequate consideration. While VDA has been included within the definition of property u/s.56(2)(x), there is no valuation mechanism prescribed for determination of value of VDA under Rule 11UA. 
· In absence of valuation mechanism for determining FMV of VDA, it is difficult to determine income chargeable to tax under S.56(2)(x)(c) of the ITA, 1961 (corresponding S. Section 92(2)(m)(iii) of the ITA, 2025). 
Recommendation 
· Considering the nature of VDA and volatile nature of pricing of VDA, it is recommended that appropriate valuation rules should be introduced in Rule 11UA of Income Tax Rules, 1962 (Rule 57 of Draft IT Rules, 2026)  for valuation of VDA after giving due consideration to current market practices and without casting unreasonable burden on the taxpayers

	3. 
	Application for approval of the Offshore Fund as per Rule 10VA(3) and applicability of Rule 10VA(8) of IT Rules 1962
(corresponding Rule 275 of the Draft IT Rules, 2026)
	Background:
· As per Rule 10VA(3) of IT Rules 1962 (Rule 275(3) of Draft IT Rules, 2026), the application for seeking approval under section 9A(8A) of ITA 1961 (corresponding to section 9(12) r. w. Schedule I of ITA 2025) for an Offshore Fund to be managed by Indian Fund Manager shall be made 3 months before the beginning of the previous year for which the fund seeks the approval, and as per Rule 10VA(8) (Rule 275(8) of Draft IT Rules, 2026), the approval once granted, shall be applicable for the previous year and subsequent previous years unless it is withdrawn by the Board.
Rationale and Issue:
· The current rule implies that the approval for tax safe harbor shall be applicable only from the beginning of the next fiscal year after the incorporation of the fund, and not for the year of incorporation of the fund. This leads to genuine hardship in cases where either the eligible investment fund is newly incorporated during the year or seeks to appoint an Indian fund manager during the year.
Recommendation:
· It is recommended that approval under section 9A of the ITA 1961 (corresponding to S. 9(12) r. w. Schedule I of the ITA, 2025) be made effective from the date of receipt of the approval under section 9A such that Indian fund managers are allowed to start managing offshore funds with immediate effect pursuant to receiving the approval.

	4. 
	Formal guidelines for attributing profits to a permanent establishment (PE)

	Rationale and Issue:
· There is no formal guideline prescribed for attribution of profits to PE. During assessment proceedings, in order to attribute profit to a purported PE in India, the tax officers have adopted a draft report issued by the CBDT dated 18 April 2019. The draft guidelines issued by the CBDT for attributing profits to PE are yet to be finalized. This has led to deeming of profit without considering the specific facts and specific facts and circumstances of the case such as actual profitability of the assessee; functions, assets and risk analysis. This practice results in arbitrary determinations, leading to significant uncertainty and risk of double taxation for taxpayers.
· The presence of specific rules for computation of PE profits is essential not only for the foreign enterprise but also for the payer for deducting tax and/or for the TDS officers to issue certificate u/s. 195(2) of the ITA, 1961 [corresponding S. 395(2) of the ITA, 2025]. 
· Also it is pertinent to note that Indian Government’s Public Policy Think Tank, Niti Aayog has issued paper titled ‘‘Enhancing Certainty, Transparency, and Uniformity in Permanent Establishment and Profit Attribution for Foreign Investors in India” on 3 October 2025 which recommends introduction of an optional, industry-specific Presumptive Taxation Scheme for foreign enterprises, coupled with broader legislative clarity, administrative efficiency, robust dispute resolution mechanisms, and strategic alignment with international best practices. It provides following alternatives for attribution of profits: Industry-Specific Presumptive Profit Rates, Optional Presumptive Regime, No Separate PE Determination Needed (Safe Harbour), existing Safe Harbour rules expanded for PE Attribution, Advanced Pricing Agreement (APA) for PE Attribution with emphasis on bilateral and multilateral resolutions. The report also provides for other aspects such as exclusion of the covered PE income from other provisions of act, administrative. Simplicity and Audit, Treaty Eligibility for US LLCs and defining Scope of Activities and Nexus.
Recommendation:
· It is hereby recommended that CBDT issue formal guidelines for attributing profits to PE with a clear focus on promoting ease of compliance and alignment with internationally accepted standards and such guidelines be made open for public deliberation and suggestions as well, before finalization.
· Additionally, an effective mechanism for dispute resolution should be established to address bilateral and multilateral cases, thereby enhancing certainty and reducing the risk of double taxation.

	5. 
	Non applicability of General Anti-Avoidance Rules (GAAR) provisions for Foreign Portfolio Investors in the IFSC
	Rationale and Issue:
· IFSC has been set-up mainly to bring to India all financial services transactions related to India that were till now being carried out from other countries like Singapore, Hong Kong, Dubai and London. It extends to the entire Financial Services spectrum including Banking, Capital Markets, Insurance, Asset Management and other ancillary services.
· While the efforts of providing tax incentives by the Government is appreciated, we would like to highlight the fact that the Act also contains certain anti-abuse provisions (GAAR) under Chapter X-A of ITA 1961 (corresponding to Chapter XI of ITA 2025) wherein the tax exemption/ incentives can be denied if an arrangement is entered into with the main purpose to obtain tax benefit. 
· The provisions of GAAR are drafted in wide manner and confer wide discretionary powers on the Indian Revenue Authorities.
· Given the sweeping powers that Indian Revenue authorities (IRA) have to invoke GAAR, there is an exposure that the IRA may allege that units have been set-up in IFSC with the main purpose of obtaining a tax benefit (as they avail of benefits under section 10(4D) of the ITA 1961 corresponding to section 11 Schedule VI of ITA 2025). 
· Incidentally, Rule 129 of draft IT rules 2026, provides that before a Commissioner makes a reference to GAAR panel in respect of an assessee being an entity located in IFSC, he will be required to seek specific factual report from IFSC authority. While this place a certain safeguard to ensure GAAR is not invoked in frivolous cases without appreciating IFSC models, exposure to applicability of GAAR bring in uncertainty to the eligibility to tax incentives which are provided by Government to promote IFSC.
· Furthermore, it is also noted that Finance Bill 2026 proposes to insert an additional condition in s.147 of ITA 2025 (comparable to s.80LA of ITA 1961) for IFSC Unit commencing operations on or after 1 April 2026 that the deduction under the said section shall be available only if such unit is not formed by splitting up or reconstruction or reorganisation or transfer of a business already in existence in India. This indirectly implies that such business shifted from outside India to IFSC is not intended to be denied such tax holiday.  Considering such clear legislative intent, a clear carve out from GAAR applicability in Rule 128 will avoid any further litigation and provide certainty to foreign investors.
Recommendation:
· It is recommended that exemption should be granted from applicability of GAAR provisions to an entity in IFSC and its investors which claims various tax exemptions/ incentives/ deductions as provided under the provisions of the Act.
· Accordingly, it is recommended that it should be clarified by way of amendment to Rule 10U(b) of the IT Rule, 1962 (Rule 128 of the corresponding draft IT Rules, 2026) that where an FPI is availing benefit of section 10(4D) of the Act, provisions of Chapter X-A should not apply.

	Mergers/Acquisitions and Business re-organization

	6. 
	Notify cases to which s.56(2)(x) and s.50CA will not apply [corresponding s.92(2)(m) and 79 of ITA 2025] in draft Rule 58 of ITR 2026 
	Rationale/ Recommendation:
· Pursuant to industry representations, the Finance (No.2) Act 2019 amended s.50CA and s.56(2)(x) to give power to CBDT to notify cases to which these provisions will not apply.
· Obviously, such is the correct approach since it would be very difficult to provide for all bonafide situations to which notional capital gains in hands of seller and gift taxation in hands of buyer in the Act itself.
· However, so far the CBDT has used this power sparingly in context of restructuring involving public interest like ILFS, Yes Bank, Air India, etc. Hence, the challenges indicated in following illustrative cases in our earlier years’ Pre-budget representations continue to be faced by the industry:-
· Sale of foreign company’s shares where it is difficult to apply Rule 11UA valuation as the sale could be driven by multiple valuation rules (say FEMA valuation norms, valuation rules of country of incorporation or valuation rules of seller/ buyer if they are located outside India). Further, it may be difficult to access the balance sheet of foreign companies on the date of transfer of foreign company shares especially if such foreign company is closely held. Exempt transactions like foreign amalgamation or demerger which involves transfer of shares of foreign company deriving substantial value from assets located in India u/s. 47(viab)/(vicc), conversion of bonds or debentures into shares u/s. 47(x), transfer of land of sick industrial company managed by workers’ co-operative u/s. 47(xii), conversion of firm into company or company into LLP (s.47(xiii)/(xiiib)), etc. The legislature intent is to ensure tax neutrality to transacting parties and encourage such business re-organization which may also be extended by exempting the transaction from gift taxation under 56(2)(x). Where the exemption is granted from applicability of few provisions of the Act but there is no express exemption under 56(2)(x), it could become a commercial deal breaker if the parties have apprehension on its taxability.
· Fresh issue of shares in scenarios like Initial Public Offer (IPO), private placement, rights, bonus, preferential allotment etc. Generally, IPO/ private placement/ preferential allotment is required to be done at commercial fair value to investors and such valuation norms may be mandatory to be followed under Cos Act, 2013/ SEBI etc as the case may be. In such case, Rule 11UA value should not be mandated to be complied with. Further, all such issues are driven by strong commercial reasons such that bonus is with intention to reward shareholders, rights issue/ preferential allotment/ private placement – all are with an intention to raise funds in the company for business purpose. The bonus shares are always without explicit consideration (but leading to fall in value of existing shares) and rights issue is generally at discount to commercial fair value as intention is solely to raise funds wherein existing shareholders agree to infuse more capital. With such strong commercial intent, the transacting parties should not be burdened with Rule 11UA valuation mechanism which introduced as an anti-abuse provision to tackle unaccounted money. In rights issue, if the rights issue is subscribed by all the existing shareholders on pro-rata basis, there is no benefit to shareholders qua other shareholders.
· Investment made by holding company into its wholly owned subsidiary (domestic as well as foreign company) The exemption is granted for transaction of transfer of capital asset which are covered within parameters of 47(iv)/ (v) relationship. The exemption should be extended for any investment made by Parent into its WOS which would be always with an intent to expand business in fold of WOS or to support WOS financially by providing funding. Further, on holistic basis and in substance, there is no benefit/ sacrifice of parent  by investing funds in WOS as it would continue to derive value indirectly through shares in WOS.Time lag involved between fixing up share price by the parties under an agreement and actual allotment / transfer of shares due to time taken in making regulatory compliances and / or seeking shareholder or regulatory approvals
· Options or share warrants which are issued at a particular date giving option to the holder to subscribe for shares at a future date at the prefixed value which is generally at FMV on the date of issue of options/warrants. There should not be separate applicability of 56(2)(x) when such warrants or options are exercised to subscribe for equity shares. The warrant holder/ option holder has inherent right to subscribe for shares at pre-determined rate as agreed at the time of securing option/ warrant and conversely, it is pre-agreed obligation of company to issue shares at value as agreed at the time of issuing options/ warrant. Hence, commercially also, there is no separate valuation required to be undertaken at the stage of subscribing shares in which case income-tax should not mandate any normative valuation. Rule 11UA application at the stage of acquisition of shares may be restricted to transactions which required separate valuation at stage of fresh issue/ acquisition
· Conversion of an existing instrument into equity shares as per the terms specified at the time of issuance based on the valuations at that time - The CBDT on 21 January 2019, issued a Circular clarifying that the section 56(2)(viia)/ section 56(2)(x) of the Act (as the case may be), applies to “issuance” of shares by a company other than a company in which the public are substantially interested. This implies that the provisions of section 56(2)(x) of the Act are applicable pursuant to conversion of an existing instrument into equity shares.
· Transfer or issue of shares or securities in case of corporate insolvency resolution process under IBC or stressed companies, whose book value of assets is much higher than the actual realizable value. The acquisition of insolvent entity or stressed entity is driven by IBC, 2016 regulations which is complete code in itself. Further, motive of acquisition of such stressed entities is to revive such entities and avoid liquidation as the entity would have lost its fair value. In such case, similar to exemption provided for non-applicability of Section 79, the exemption may be provided for non-applicability of 56(2)(x)/ 50CA for any acquisition of shares under IBC, 2016. This would encourage quick revival of stressed entities and tax may not be commercial deal breaker thereby supporting the intent of IBC, 2016.
· Where companies forming part of the same group need to enter into transactions for realignment of shareholding due to number of reasons such as synergies of business, consolidation of shareholding etc. Transfer of shares amongst ultimate holding and any step-down subsidiary or amongst fellow subsidiaries should be exempted from the applicability of section 50CA and section 56(2)(x) of the Act. For consistency, the definition of holding company and subsidiary company should be defined as per the Companies Act, 2013.
· Transfer of assets between relatives for consideration lower than FMV or on account of family settlement. Section 56(2)(x) expressly exempts receipt of shares from relatives as defined under the section. Similar, exemption may be introduced under 50CA to facilitate transfer between relatives at less than 11UA which would make 50CA at par with 56(2)(x). Both sections are two sides of same coin and hence, granting equal exemption to transferor and transferee may assist in smooth facilitation of transaction. Additionally, during family settlement, the transactions take place between family members who may not strictly fall within definition of “relative” as defined under Section 56(2)(x). In view of the same, exemption may be provided for any transfer between family members pursuant to family arrangement may be exempted from 11UA mandate
· Transfer of shares of a listed company through an off-the-exchange transaction at a pre-determined value (where SEBI takeover code is applicable)
· Transfer of shares at commercial fair value as substantiated by independent valuer’s report which may be lower than 11UA value
· Transfer of shares by NR to resident at commercial fair value less than 11UA due to FEMA restrictions which may not permit transfer at more than commercial FMV
Recommendation:
· Hence, it is recommended that draft Rule 58 which provide for exceptions to which provisions of s.92(2)(m) and s.79 of ITA 2025 shall not apply, should be amended to include the above referred cases. 

	7. 
	Clarification on non- applicability of anti-abuse provisions of s.56(2)(x) of the ITA, 1961 (corresponding S. 92(2)(m) of the ITA, 2025) on issue of shares where there is no tax abuse
	Rationale and Issue:
· As per the Section 56(2)(x) of the ITA, 1961 (S. 92(2)(m) of the ITA, 2025), if any person “receives” any property on or after 1 April 2017, without consideration or for consideration which is less than the aggregate fair market value by an amount exceeding Rs 50,000, the difference shall be taxable under the head ‘Income from Other Sources’ in the hands of the recipient.
· The intent of legislation is to bring within ambit of taxation instances of ‘transfer’ for inadequate consideration and not ‘issue’ of shares – at least where there is no tax abuse involved.
· The Income tax rules 11U of the IT Rules, 1962 (Rule 56 of the Draft IT Rules, 2026) requires determination of value of share based on audited balance sheet as on the transaction date. This is very difficult to implement as audited balance sheet is generally available only on yearly / half yearly basis.
Recommendation:
· Suitable clarifications may be issued that section 56(2)(x) is applicable only for transfer of shares and not for issue of shares.
· Circular may be issued to direct the tax authorities to implement the provisions only in case of tax abuse and not otherwise.
· Separately, suitable amendment be made to consider the latest audited balance sheet, which is not older than six months from the transaction date for the purpose of valuation as per Rule 11U of the IT Rules, 1962 (Rule 56 of the Draft IT Rules, 2026).

	8. 
	Section 50B of ITA 1961 and Rule 11UAE of IT Rules 1962
(Corresponding S. 77 in ITA 2025 and Rule 53 of Draft IT Rules 2026)
	Rationale:
· Section 50B(2) of the ITA, 1961 (corresponding S. 77 of the ITA, 2025) was amended by the Finance Act, 2021 (at the enactment stage) and Rule 11UAE of the IT Rule 1962 (Rule 53 of the Draft IT Rule, 2026) was notified on 24-05-2021 to provide for computation of consideration of slump sale/exchange at fair market value (‘FMV’).
· The amended section 50B(2) provides that FMV of the undertaking as on the date of transfer, calculated in the prescribed manner, shall be deemed to be full value of consideration. This amendment is made effective retrospectively from 01-04-2020 i.e. AY 2021-22. There could be many bonafide situations where the actual transaction value is genuinely lower than Rule 11UAE value. It is for this reason that all anti-abuse provisions like section 56(2)(x) [S.92(2)(m) of ITA 2025], 50C [S.78 of ITA 2025], 43CA [S.53 of ITA 2025], 56(2)(viib) of ITA 1961 [which is now redundant] etc. have a ‘safety valve’ where the taxpayer is given opportunity to rebut the normative value. 
· Further, the term ‘immovable property’ for the purpose of Rule 11UAE is not defined. 
Recommendation:
· Amend Rule 11UAE of the IT Rules, 1962 (Rule 53 of the Draft IT Rules, 2026) to provide an opportunity to taxpayer to rebut normative FMV [similar to section 50C(2) of ITA 1961 [S. 78 of the ITA, 2026]].
· Similar to Rule 11UAD of the IT Rules 1962 (Rule 58 of the Draft IT Rules, 2026), in case of NCLT / Court approved scheme of slump sale between unrelated parties, consideration as per the scheme should be accepted.
· Valuation of undertaking arrived adopting internationally accepted method of valuation should be accepted.
· A clause be added to Rule 11UAE (Rule 53 of the Draft IT Rules, 2026)  to define the term ‘immovable property’ to mean land or building or both to provide consistency with similar definition/ provisions in section 43CA, 50C, 56(2)(x), 194-IA and 194LA of ITA 1961. 

	9. 
	Rule 11UA, Rule 11UAA of the IT Rules 1962, r.w. Section 56(2)(x) and Section 50CA of ITA 1961
[corresponding s.92(2)(m) and 79 of ITA 2025] (corresponding Rule 57 of the Draft IT, Rules 2026)


	Rationale:
· Rule 11UA and Rule 11UAA of IT Rules 1962 (New Rule 57) provide for computation of fair market value for the purpose of section 56(2)(x) and section 50CA of ITA 1961 (S.92(2)(m) and 79 of ITA 2025).
· In case of shares of an unlisted company, the said Rule provides for determining enterprise value by taking most assets and liabilities at book value[footnoteRef:2] except land and building, which is to be taken at stamp duty value.   [2:  Certain assets like jewellery, bullion, etc are to be valued at fair market value] 

· The method prescribed Rule 11UA/11UAA (New Rule 57) is unreasonable and unequitable. Any acquisition of running business cannot be valued taking stamp duty value of land and building and book value of other assets and liabilities. Further, in case of leased land, there being restrictions on use and subsequent transfer on rights therein, the stamp duty value may not reflect the fair market value. No separate valuation for different classes of equity shares or where there are restrictions on free transferability. Rule 11UA valuation should provide for such contingency so as to achieve valuation which is closer to actually reality/ attribute of shares.
· There is difficulty to find out stamp duty/ ready reckoner value of under-construction property as ready reckoner value is generally suitable for completed building. It is also difficult to value foreign immovable property under this rule since foreign jurisdictions generally do not have stamp duty ready reckoner values.  
· In case where the normative values are much higher than commercial fair value of the specified assets, there is no option to value shares of an entity by any other method such as DCF method, which is a method used worldwide to compute enterprise value of a business. 
Recommendation:
· Amend Income Tax Rules and allow valuation of shares of a company by a merchant banker based on DCF method or any other internationally accepted method at the option of the taxpayer where taxpayer claims that normative values as per Rule 11UA is higher than actual commercial fair value.
· Alternatively, in cases the assessee contends that stamp duty value is not fair market value, then the AO should be empowered to refer the issue of valuation to a recognized government valuer for arriving fair market value.
· Rule 11UA of IT Rules 1962 (Rule 57 of Draft Rules 2026) valuation may be modified to capture certain key attributes of shares such as differential rights, restrictions on free transferability etc.
· Rule 11UA valuation may be modified to consider book value of such under construction property till the time it reaches stage to adopt ready reckoner value of building basis stamp duty law. Furthermore, foreign immovable property may be exempted from valuation at stamp duty ready reckoner value.

	10. 
	Fair Market Valuation (FMV) of unquoted shares under Rule 11UA/11UAA read with Rule 11U of the Income-tax Rules 1962 
(New Rule 56 & 57 of the Draft IT Rules, 2026)
	Rationale
· Rule 11UA and Rule 11UAA of IT Rules 1962 (New rule 56 and 57) provide for computation of fair market value for the purpose of section 56(2)(x) and section 50CA of the ITA, 1961 [corresponding s.92(2)(m) and 79 of ITA 2025].
· As per the Rule 56, FMV of unquoted shares must be computed as on the date on which the property or consideration, as the case may be, is received by the taxpayer. This results in practical challenges especially since the FMV must be computed before the transaction actually takes place to ensure that the transaction price adheres to the prescribed parameters. Moreover, there is an added challenge when the transaction is undertaken on a date other than the first/last day of the month since valuations are based upon balance sheet values and/or DCF which are prepared on a monthly/yearly basis.
· The FEMA guidelines have clarified that transactions pertaining to share allotment to non-residents must be supported by a valuation certificate not older than 90 days from the date of allotment. 
 Recommendation
· It is recommended that a clarification be issued as regards valuation under Rule 11UA/ 11UAA of IT Rules 1962 (Rule 57 of the Draft IT Rules, 2026) wherein valuation within a prescribed threshold (e.g. 90 days) prior to the actual date of transfer would be considered as sufficient compliance with the said Rule.
· Alternatively, it is recommended that a similar provision be made applicable for valuation under Rule 11UA/ 11UAA as well so as to absolve the taxpayers from the hassles of securing a fresh valuation in cases where there is no material change in the asset base vis-à-vis the immediate previous financial year.

	Tax deducted at source

	11. 
	Form 26AS /Annual Information Statement (AIS) to include PAN of deductor, Unique TDS Certificate Number and Invoice-wise break for Sales data
	Rationale:
· With Section 194Q introduced for TDS on purchase of goods (S. 393(1) of ITA 2025, the volume of transactions covered under the ambit of TDS has increased.
· Currently, Form 26AS/Annual Information Statement (AIS) (New Form 168) contains the details of Name and TAN of the deductor. However, PAN of the deductor does not appear in the statement. In absence of PAN, it is difficult to match the TDS as per 26AS with the books of the accounts of the deductee-companies since the customer details are generally PAN based.
· Similarly, in case of large companies, matching of TDS as per 26AS with TDS as per books becomes very difficult. Further, there can be various sales returns on which the large corporates, for ease of compliance, may not be reversing the TDS deducted and already deposited with the government. This leads to a challenge in claiming of TDS / TCS reconciliation and TDS / TCS credit claim.
· Also, while sales data from GST returns is captured in AIS and sales data is captured from TDS u/s. 194Q, there is no invoice wise break up available which will facilitate automated reconciliation through software to identify data mismatches. 
· Further, in TDS certificate currently PAN of deductee is mentioned. In case of a company having multiple units with different TAN across different locations who have transactions with same deductor, it becomes difficult to identify the deductee unit.
Recommendation:
· TDS credit should be allowed basis the Form 26AS (New Form 168) credit, irrespective of the timing difference of purchase / sales recorded in books of taxpayer vs TDS / TCS credit appearing in a different financial year.
· Alternatively, Form 26AS/AIS (New Form 168) should also incorporate the PAN of the deductor and the unique certificate number so that the same can be reviewed and matched with the books of accounts of the company.
· Furthermore, the reporting of TDS u/s. 194Q (S. 393(1) of ITA 2025) in quarterly TDS statements should include invoice wise break up such that it is reflected in Form 26AS/AIS (New Form 168)of the taxpayer and facilitates reconciliation with books of account. 
· Form 26AS (New Form 168) should be suitably amended to capture transactional details like invoice number, invoice date, etc. 
· TAN of the deductee should be mentioned in the TDS certificate and Form 26AS (Form 168).

	12. 
	TDS credit to be allowed solely based on Annual Tax Statement / Form 26AS and issue of TDS/TCS certificates be dispensed (barring a few exceptions)
	Rationale and Issue:
· Provisions of s. 203 of the ITA, 1961 read with rule 31 of IT Rules 1962 (S. 395 of ITA 2025 r.w. Rule 215 of the Draft IT Rules, 2026) require every deductor to issue certificate of tax deducted at source (in Form 16A) (New Form 131 from the Draft IT Rules, 2026) within 15 days from the due date for furnishing the statement of tax deducted at source. Similarly, section 206C(5) of ITA 1961 (S.395(4)(a) of the ITA, 2025) provides for issue of TCS certificate.
· TDS/TCS certificates are required to be issued under the Act by the payer within prescribed timelines and are to be maintained by payees for claiming the corresponding tax credit. However, in practice and in law as per Rule 37BA(1)/37I(1) of IT Rules 1962 (corresponding Rule 203 of the Draft IT Rules, 2026), tax authorities in a number of cases only rely on Annual Tax Statement/ Form 26AS for granting tax credit during tax assessments
· Issue of TDS and TCS certificates unnecessarily increases the administrative compliance burden and cost to the assessee. Now all TDS/TCS related information is readily available under Form 26AS/ AIS. Moreover, with increasing reliance on Form 26AS/ AIS (New Form 168) by the deductees for claim of TDS /TCS credit and information being auto updated in the returns of income, such certificates are not much of relevance.
· Maintaining Forms 16A (New Form 131)/ Form 27D (New Form 133) and subsequent reconciliation of these with Annual Tax Statement / Form 26AS (New Form 168) for claiming TDS/TCS credit increases the compliance time and efforts. This is contrary to the motive of ease in compliance, for the following reasons: 
· The taxpayer, being a deductor/collector, is required to incur additional costs of setting up a sophisticated system to issue, process and track the certificates sent (the certificates essentially capture the information submitted in TDS/TCS return which is also already reflected in the Annual Tax Statement / Form 26AS (New Form 168)  of the payee). 
· A taxpayer, as a deductee/collectee, is required to keep track of TDS /TCS deductions, certificate collections, etc. and undertake manual reconciliations in respect of the certificates collected from various deductors/ collectors. Further, in case of any revisions, one has to keep track of collecting revised Form 16A/27D (New Form 131/133).
· Each taxpayer has to undertake both the above for its payments and its receipts.  In both cases above, owing to large volume of certificates to be issued or high number of transactions to be covered in a particular certificate, the Income tax portal/ functionality at times is unable to generate the certificates or prompts an error, or in some cases the taxpayer’s own system may not support such large volumes unless the system is highly advanced and sophisticated – leading to enormous time and effort going into this process. 
· The need for issue of TDS/ TCS certificates in the present circumstance exists only in three cases viz – Salary TDS certificates in Form 16 (New Form 131), issue of TDS certificates to NRs to enable them to claim FTC in their home country and S.206AA/s.206CC of ITA 1961 (S. 397 of ITA 2025) cases where PAN is not available as the TDS/ TCS cannot be populated in Form 26AS.
Recommendation:
· To substantially reduce compliance costs and efforts, thus promoting ease of doing business, the following recommendations are made:
· The requirement to issue Form 16A (New Form 131)(TDS Certificate) under Rule 31(1)(b) (New Rule 215 ) and Form 27D (New Form 133) (TCS Certificate) under Rule 37D of IT Rules 1962 (Rule 215 of Draft IT Rules 2026) should be discontinued and consider prescribing Annual Tax Statement / Form 26AS (generated through secure safeguards to ensure payee information is not allowed to be tampered with) as the basis for tax authorities to grant tax credit.
· Consider the requirement of issuing TDS/TCS certificates only in below cases:
(a) Issue of TDS certificates to NRs to enable them to claim foreign tax credit (FTC) in their country of residence).
(b) S.206AA/s.206CC of ITA 1961 (S. 397 of ITA 2025) cases where PAN is not available as the TDS/ TCS cannot be populated in Form 26AS.
(c) Salary TDS certificates in Form 16 (New Form 130)
(d) Any other case where the deductee/collectee requests the deductor/collector to issue TDS/TCS certificate through Income tax portal
· Alternatively, the inputs provided in TDS/TCS returns (under certification by company) is used by ITD for generation of Annual Tax Statement/Form 26AS (New Form 168) of deductees. The same input should be used to distribute TDS/TCS certificate automatically by TDS CPC.

	13. 
	Liberalise Rule 30(3) of the ITR, 1962 by expanding scope coverage and laying down transparent guidelines prescribing circumstances in which such facility can be availed
(Rule 218(4) of the Draft IT Rules, 2026)
	Rationale:
· Rule 30(3) permits TDS AO to permit quarterly payment of TDS instead of monthly payments. But this rule has several attached conditions as follows :-
· The facility is permitted only in ‘special cases’ but there is no definition or guidance on what such ‘special cases’ could be.
· The facility is permitted only for four types of TDS on payments viz. (a) salary TDS u/s. 192 (S. 392 of the ITA, 2025) (b) payment of interest other than interest on securities to residents u/s. 194A (Section 393(1) & its Table: Sl. No. 5(ii) & (iii) of the ITA, 2025) (c) payment of insurance commission to residents u/s. 194D (Section 393(1) & its Table: Sl. No. 1(i) of the ITA, 2025) and (d) payment of commission/brokerage to residents  u/s. 194H (Sections 393(1) & its Table: Sl. No. 1(ii) of the ITA, 2025).
· The TDS AO is required to obtain prior approval of JCIT before granting such facility
· Further, the process for obtaining approval under Rule 30(3) is a manual process unlike the process for obtaining lower/NIL TDS certificates u/s. 197 of the ITA, 1961 (Section 395(1) of the ITA, 2025). 
· Due to highly discretionary nature of the facility under Rule 30(3), it is seldom being used by the industry which makes the facility a dead letter in the Rules.
Recommendation
· To streamline the process and enable more taxpayers to avail the facility of quarterly TDS payments, the following suggestions may be considered :-
· The facility may be made more broad-based and extended to all TDS provisions.
· The nature of ‘special cases’ may be defined either through Rules or CBDT guidelines to provide more transparency and guidance to both taxpayers and Tax Authorities.
· Timebound online procedure for making and disposing applications under Rule 30(3) of IT Rules 1962, (Rule 218(4) of IT Rules 2026) may be introduced.

	14. 
	Section 197 - Lower Withholding Tax Certificate
	Rationale:
· Generally, there is an upper limit specified in concessional TDS Certificates issued u/s 197 of ITA 1961 (S. 395 of ITA 2025).
· In case of large organisations, it is very difficult to keep a track/check of the amount of payments on which concessional TDS rate has been applied for each of the various deductees so that the concessional rate is not applied beyond the threshold limit.
Recommendation
· In order to avoid the complexities, it is requested to look into the possibility of not to keep any upper limit for the said concessional certificates u/s 197 of ITA 1961 (S. 395 of ITA 2025).

	15. 
	Unutilized / unconsumed TDS Challans

	Rationale and Issue:
· Under the TDS mechanism, tax deducted by a payer is deposited to the credit of the Central Government using challan as per Rule 30 of the Income-tax Rules, 1962 (corresponding Rule 218 of the Draft IT Rules, 2026).
· Sometimes, certain challans remain unutilized or unconsumed owing to overpayment, mismatched details, or non-filing of returns. Current provisions permit their utilization only for one year prior and two years subsequent to the payment year, rendering challans from other periods unusable.
· While refunds can be claimed, in practice the process is administratively cumbersome, time-consuming, and contrary to the objective of Ease of Doing Business. The current restriction leads to unnecessary blockage of funds for taxpayers.
Recommendation:
· It is recommended to permit utilization of unutilized / unconsumed TDS challans without any time limitation. This would release significant blocked funds and enhance cash flow efficiency, thereby substantially improving the Ease of Doing Business.

	16. 
	Amendment in Rule 29B to align with amended provisions of section 195 of ITA 1961
(Corresponding Rule 209 of the draft IT Rules, 2026 and S. 393 of the ITA, 2025)
	Rationale and Issue
· As per section 195 (1) of the ITA 1961 (S. 393(2) & its Table: Sl. No. 17 of the ITA, 2025), any person responsible for paying to a non-resident, any interest or any other sum chargeable under the provisions of this Act (not being income chargeable under the head "Salaries") shall, at the time of payment or credit deduct income-tax thereon at the rates in force. The income chargeable under the head “Salary” has been specifically excluded from scope of the section 195 (1). Similar to salary, dividend income was also out of scope of section 195 (1). However, such exception was deleted by Finance Act, 1991 and dividend is now covered under the scope of section 195 (1). 
· As per section 195 (3) of the ITA, 1961 (S. Section 395(1)(a) of the ITA, 2025), recipient of income referred to in section 195 (1) can make an application to tax department and obtain NIL withholding certificate authorizing it to receive such income without any tax deduction. The certificate under section 195(3) can be uniformly applied for all payments received by the holder of the certificate.
· Rule 29B of the ITR, 1962 (Rule 209 of the Draft IT Rules 2026) a Nil withholding certificate can be obtained for all income covered in S.195(1) except dividend. Thus, despite the amendment to S. 195(1) to remove the carve out for dividend as follows:
 (1) Any person entitled to receive any interest, or other sum, on which income-tax has to be deducted under sub-section (1) of section 195 may, if he fulfils the conditions specified in sub-rule (2), make an application for the grant of a certificate under sub-section (3) of section 195 authorising him to receive without deduction of tax under sub-section (1) of that section any such income as is specified hereinbelow, namely :—
(i)  where the person concerned is a banking company or an insurer which is neither an Indian company nor a company which has made the prescribed arrangements for the declaration and payment of dividends within India, and which carries on operations in India through a branch, any income by way of interest, not being [interest on securities (other than interest payable on securities referred to in proviso to section 193)], or any other sum, not being dividends;
(ii)  in the case of any other person who carries on a business or profession in India through a branch, any sum, not being interest or dividends
· Similar inconsistency continues even under Rule 209 of Draft IT Rules 2026 as follows -
Application by the payee for certificate authorising receipt of interest and other sums without deduction of tax
(1) Any person as mentioned in column B of the Table below, entitled to receive any interest or any other sum of the nature specified in section 393(2) [Table: Sl. No. 17], on fulfilment of the conditions specified in column C thereof may make an application in Form No. specified in Column D thereof, for grant of a certificate under section 395(1) authorising him to receive without deduction of tax any such income or sum as specified in column E thereof:
	Sl no
	Person
	Conditions
	Form No.
	Nature of income or sum

	1
	Banking company or an insurer (as defined in section (2)(9)(d) of Insurance Act, 1938), which is not a domestic company, and which carries on operations in India through a branch
	(a) The person concerned has been regularly assessed to income-tax in India and has furnished the returns of income for last five tax years for which such returns became due on or before the date on which the application under this rule is made;
(b) he is not in default or deemed to be in default in respect of any tax (including advance tax and tax payable under section 266), interest, penalty, fine, or any other sum payable under the Act;
	126
	Any income by way of interest, not being interest on securities (other than interest payable on securities referred to in section 393(4) [Table: Sl. No. 6]), or any other sum, not being dividends. ;

	
	i)Any person other than the person referred to in (i) who carries on a business or profession in India through a branch
	(a) Conditions specified in Sl. No. (i) above;
(b) he has been carrying on business or profession in India continuously for a period of not less than five years immediately preceding the date of the application, and
(c) the value of the fixed assets in India of such business or profession as shown in his books for the tax year which ended immediately before the date of the application, or where the accounts in respect of such tax year have not been made up before the said date, the tax year immediately preceding that year, exceeds fifty lakhs of rupees.
	126
	Any sum not being interest or dividends


· W.e.f. 2020-21, dividend income is taxable in the hands of the shareholder. Thus, due to Rule 29B, there is ambiguity whether the certificate issued under section 195 (1) by the tax department can be applied on dividend income.
Recommendation
· In order to bring Rule 29B of IT Rules 1962 and Rule 209 of Draft IT Rules, 2026) in line with the provisions of section 195 of the ITA, 1961 (S. 393 of the ITA, 2025), it is recommended that reference to the word “any other sum, not being dividend” be deleted.

	17. 
	Representation for relief from tax withholding in case of multiple small ticket transactions
	Background
· As per the existing provisions of the Income Tax Act, 1961 (‘the Act’), certain receipts are subject to tax withholding (‘TDS’) at the rates specified under the Act. Accordingly, if a particular receipt is subject to TDS, the service provider (‘income recipient’) will receive the payment after the payer of income (‘deductor’) deducts the TDS. 
· The deductor after deducting the TDS, deposit the same to the government treasury on behalf of the income recipient. Further, the deductors are required to report these transactions in their quarterly TDS statements whereupon the same are also reflected in Form 26AS/AIS of the income recipient. 
· Form 26AS is a document capturing details of taxes paid by all deductors and collectors on behalf of the income recipient. It is issued by DGIT under section 285BB of the ITA, 1961 (S. 510 of the ITA, 2025) read with Rule 114-I of IT Rules 1961 (Rule 245 of the Draft IT Rules, 2026). Such Form 26AS (New Form 168 as per Rule 245 of Draft IT Rules 2026) is a dynamic document and gets updated as and when the deductor makes amendment in their TDS returns. 
· Typically, service or consumer facing industries having voluminous transactions, small ticket transactions with multiple deductors, face major challenges due to mismatch of TDS between the books of income recipient and deductor, multi-year reconciliation of receipts between books of accounts and Form 26AS and maintaining the physical copies of TDS certificates.
· Rule 37BA(3)(i)/(ii) of the IT Rules, 1962 (Rule 203 of the Draft IT Rules 2026) provides that TDS credit shall be given in the year in which corresponding income is assessable and if corresponding income is assessable over more than one year, then TDS credit shall also be prorated across multiple year. Therefore, for the purpose of claiming credit of TDS in the return of income, the income recipient is also required to undertake reconciliation of TDS credit/receipts reflected in Form 26AS (New Form 186) with TDS/revenue as offered in the books of accounts. 
· Section 155(20) of the Act, 1961 (S. 288 of the ITA, 2025) also reinforces the fact that TDS credit shall be granted in the year in which the revenue is offered to tax. In terms of this provision, if the income is offered to tax by the deductee in earlier year (-say Year 1) but deductor deducts tax in subsequent year (-say Year 2), the deductee is required to make separate application to the AO to seek credit in earlier year (Year 1). This further adds to the challenges faced by the income recipient in reconciliating the income and corresponding claim of TDS credit.                                
· Such reconciliation exercise poses considerable challenges to the income recipient due to the voluminous transactions and loss of TDS credit for unreconciled transactions. This defeats the government’s objective of ‘ease of doing business’. The same is explained in detail below.
· At present, TDS is done by the deductor at specified statutory rate (-say, 0.1% or 2%) on the gross amount of revenue, which results in higher than current effective tax rate (‘ETR’) on net income for various income recipients – especially in service industries, leading to significant refund position and working capital blockage as there are delays in processing/ encashing of the refunds in the form of TDS due to reconciliation mismatches. 
· While the Act provides the option of availing nil or lower TDS certificate , the process involves intense scrutiny and reluctance on the part of income tax department to issue nil or lower TDS certificate. 
· Also, TDS Assessing Officers (‘AO’) seldom give NIL TDS certificates. At the highest, they give certificates with reduced rates – say, 0.1% (as the AO has inherent apprehension that the NIL TDS certificates may be misused), which makes compliance and reconciliation even more cumbersome.
· The following are the key challenges being faced by the business under the existing TDS provisions:
A. Challenges in transactional reconciliation of receipts due to voluminous transactions:
· For the purpose of claiming TDS credit pertaining to the voluminous transactions, reflected in Form 26AS (New Form 168) of the income recipient, there is a need to reconcile the revenue offered in the books of accounts vis a vis the receipts reflected in Form 26AS (New Form 168).
· Due to huge volume of transactions, multiple issues in reconciling the TDS credit lead to loss of TDS credit viz 
a. Mismatch in timing of reporting of transaction by the income recipient vis a vis recording of expense corresponding to such transaction in books of accounts by deductor, specifically with respect to year end transaction which is recorded by deductors in earlier year and reported by income recipient in subsequent year or vice versa;
b. TDS is also required on advance payments which may be appropriated subsequently against multiple invoices which may fall across different tax years. Sometimes the appropriation of advance payments is different in books of deductor and books of income recipient if there are multiple contracts between the same parties.
c. The quarterly statements do not require the deductors to report the invoice numbers of the deductors against which TDS is made. Furthermore, Form 26AS(New Form 168)/ AIS does not reflect the PAN of the deductor. Absence of these crucial data items makes reconciliation exercise for the income recipient very cumbersome.
d. Non reflection of transaction in Form 26AS on the date on which it is generated but since it is dynamic and keeps on changing frequently, the income recipient has to keep track of TDS reflected in Form 26AS till the date of filing return and even thereafter.
· Also in course of processing of the return of income (‘ROI’) under Section 143(1) of the Act, 1961 (S. 270 of the ITA, 2025), entire TDS credit claimed is not granted on account of the mismatch in the amount claimed in return vis a vis that appearing in Form 26AS or the revenue reported in return. Many a times there is update in Form 26AS which is not available at the time of filing ROI but available at the time of processing of return leading to such discrepancy which is beyond the control of the income recipient.
· During the course of the assessment/scrutiny proceedings under the Act, such reconciliation is requested by the assessing/tax officer for verification purposes. In case of gap in Form 26AS and income offered to tax, either an addition is made to the returned income or TDS claim is denied.
· Further, large number of entries in Form 26AS due to voluminous transactions, because of huge volume of transaction involves greater administrative efforts from both income recipient and income tax department for review/ reconciliation, etc. Even the optimum use of technology for such reconciliation does not fully ease the administration efforts.
· Further, at times, on account of various reasons (split of functions between jurisdictional AO and CPC without clear demarcation, corporate actions undertaken by the deductors or income recipient, etc.) there are systemic challenges for such TDS credit not granted, during the rectification proceedings under the Act. 
· Further sometimes post deduction, the deductor does not deposit the TDS and/or does not appropriately report the same in TDS return. Hence there is loss of TDS credit to the income recipient and/or loss of revenue to the government.  
B. Significant blockage of working capital due to higher TDS percentage as compared to the ETR of income recipient
· Typically, in many cases especially in service industries, profit margins of income recipient is low which leads to low ETR (total tax liability/total receipts). However, TDS done at the statutory rate on gross revenue is higher as compared to ETR of various income recipient owing to low profit margins.
· Accordingly, the total tax liability is substantially lower than TDS credit leading to higher refund claim. However, on account of significant delay in processing the refunds/ reduction in the quantum of refund processed/ denial of TDS credit, the working capital of the income recipient is significantly blocked. The release of such stuck refunds requires persistent follow up with CPC and JAO and also issues like short grant of interest u/s. 244A of ITA 1961 (S. 437 of the ITA, 2025) which results in multiplicity of rectification proceedings. 
C. Intense scrutiny and resistance from the income tax department to issue ‘nil’ TDS orders
· At times, the applications for lower/nil deduction are not disposed in a timely manner and rate granted therein is generally higher as compared to that requested by the income recipient.
· Further, on an average it takes 4-5 months for the income tax department to issue the lower/nil TDS order and is generally close to the average ETR for past three years and also there is buffer added on the rate as requested by the income recipient
· Rule 28AA(2)(iv) of the IT Rules, 1962 (Rule 213 of the Draft IT Rules 2026) requires AO to consider the advance tax payment, TDS/TCS for the relevant assessment year till the date of making application under Rule 28(1). Hence, even if the application is made at the beginning or prior to the beginning of the financial year, there being no advance tax and/or low TDS, the rate computed for issuing lower TDS rate is higher. Rule 28AA(2)(iv) (Rule 213(3)(d)) does not cover advance tax payments committed to be paid by the taxpayer after the issue of lower or NIL TDS certificates.
· Further, there is Inherent apprehension from tax department for misuse of nil withholding tax order. This apprehension is misplaced since the deductors are required to report NIL TDS cases in quarterly TDS statements. But the departmental officials believe that NIL TDS cases may not be reported by the deductors leading to loss of information captured in Form 26AS. We may clarify that where the transactions are subject to GST, even this apprehension is misplaced since both outward and inward supply transactions are captured in Form 26AS from GST filings made by the deductors and income recipients. 
· To summarize, the existing TDS provisions are leading to higher compliance burden, working capital blockage on account of delayed processing of refunds, higher withholding tax and denial of TDS credit adversely impacting the “ease of doing business”. 
Recommendation:
· In order to address the above and as a measure of simplification of withholding tax compliances, through this representation, we request CBDT to make amendment in Rule 28AA of the Income Tax Rules, 1962 (Rule 213 of draft IT Rules 2026) to direct the field level officer(s) to issue nil TDS certificate by considering declaration by the income recipient to pay advance tax in monthly instalments at the beginning of each month or providing bank guarantee, in lieu of TDS. This will protect the interests of Revenue and also result in significant ease of doing business for taxpayers without blockage of working capital in excess TDS and loss of TDS credit.
· We reiterate that such measure will not lead to misuse of NIL TDS certificate or loss of data for populating Form 26AS since the transactions are subject to GST which is already captured in Form 26AS.
· The above measure will result in several advantages for deductors, income recipients and the Tax Department without any loss of revenue which is explained below.
	On Revenue
	On income payers/ recipient

	· Positive impact on revenue collections on account of lumpsum monthly advance tax payments by the income recipient as against small ticket multiple TDS by multiple tax deductors
· No loss to the revenue 
· Reduction in administrative efforts to address TDS credit mismatch/not granted issues
· Lower rectifications / appeals leading to reduced payout of interest on income tax refund under Section 244A of the Act, 1962 (S. 437 of the ITA, 2025) by the government 
· Obviates multiple administrative proceedings since there is upfront collection of tax from the payee/deductee
· Tracking of transaction would continue as deductor would still report NIL TDS order in TDS returns. In any case, transactions can be tracked through GST returns filed by deductor and deductee. Thus, better control and monitoring over tax collections along with collection details of payers/ deductor(s).
	· Deductors are relieved from deducting small amounts of TDS on multiple transactions leading to lesser compliance burden. They are protected from interest, penalty and prosecution proceedings for any unintentional TDS defaults. 
· For income recipients, obviates tracking of deductor and their depositing TDS regularly, PAN/TAN mismatch issues, etc.
· No need to reconcile TDS on advance payments against multiple invoices
· No issues of year mismatch by way of TDS on year end provision by deductor and recognition of revenue in subsequent year by income recipient 
· Reduction in administrative efforts due to elimination of unproductive compliances/reconciliation, multiple rectifications for grant of TDS credits, appeals, etc. which will be effectively used elsewhere.
· Timely compliances of tax payments without any practical difficulties
· Promotes ease of doing business on account of compliance simplification and better cash flow management
· Overall optimization of work and deployment of resources for better value-added work/compliances




	18. 
	Application for obtaining Tax Deduction and collection Account number (TAN) by non-residents

	Background and issue:
· In certain corporate restructuring transactions, a non-resident buyer is required to withhold taxes. However, no specific exception exist for such one-off transactions such as in case of transactions subject to TDS under Section 194-IA [393(1) Income Tax Act 2025].
· To meet this TDS obligation, non-residents are mandatorily required to obtain a TAN by filing Form 49B (New Form 135). However, the Form does not permit the inclusion of a foreign (non-Indian) address, creating administrative difficulties for non-residents without any physical presence in India.
· Obtaining TAN for a one-time transaction also triggers quarterly TDS return filing obligations (including NIL returns) and a cumbersome TAN surrender process.
· Non-residents engaged in a one-off transaction face disproportionate compliance requirement, obtaining TAN, filing multiple NIL returns, and navigating the surrender process, despite having no ongoing tax withholding obligations. This is inconsistent with the Government’s Ease of Doing Business vision. The inability to mention a foreign address in Form 49B (New form 135) further exacerbates procedural hurdles.
Recommendation:
· It is recommended to amend Form 49B (New Form 135) to permit inclusion of a foreign (non-Indian) address to facilitate compliance for non-residents with no presence in India.
· Alternatively, it is recommended to introduce enabling provisions, similar to Section 194-IA [393(1) Income Tax Act 2025], for one-off transactions, allowing non-residents to meet TDS obligations without obtaining a TAN.

	19. 
	Rate of exchange for the purpose of deduction of tax at source on income payable in foreign currency

	Background and issue:
· As per notification no. 64/2023/F.No. 370142/27/2023-TPL, dated 17 August 2023, CBDT prescribed ‘SBI TT buying rate’ to be the rate of exchange to be used for the purpose of TDS calculation on any income payable in foreign currency to a non-resident/ to or by a unit located in IFSC. As per the notification, SBI TT buying rate is to be used by the payer as on date of deduction.
· Further, Rule 115 of IT rules 1962 (Rule 206 of Draft IT Rules 2026) provides for SBI TT buying rate as on the specified date to be used for conversion of foreign currency into local currency for the purpose of reporting. In practice, this creates practical and administrative difficulties to manage. Further this provision becomes impractical when the date of transfer falls on a non-working day for banks (weekend/public holiday) or when real-time access to rates is not feasible. Obtaining the exact SBI TT buying rate for the date of transfer is often impractical and cumbersome. This results in operational delays, manual interventions, or inconsistencies in applying rates, impacting timely TDS compliance.
· Further, all transactions are undertaken and recorded in foreign currency in an IFSC unit and every Bank has its own mechanism to compute its own TT buying rate which is fed in system for the purpose of conversion for recording and disclosure purposes. Hence, existence of two rates for conversion would not be feasible for a unit in IFSC and create multiple reconciliation requirements. 
Recommendation:
· It is recommended to amend Rule 115 of IT rules 1962 (Rule 206 of Draft IT Rules 2026) to allow use of the SBI TT buying rate of the immediately preceding working day or average of last seven working days etc. when the bank is open. This will eliminate practical challenges, align with banking realities, and ensure smoother compliance without affecting revenue neutrality.
· Separately, it is also recommended that for promoting hassle free functioning of IFSC units and ensuring ease of business in India, Banks located at IFSC should be permitted to use their own TT buying rate for the purpose of reporting as well as computing TDS on FC transactions. Or a permitted variance range of +/- 5% with the SBI TT buying rate should be prescribed for Banks.

	20. 
	Form 15CA and 15CB compliance on Dividend payments
Section 393(2)[Table: S.No.17] of ITA 2025 [corresponding to S. 195 of ITA, 1961]



	Rationale:
· With effect from April 1, 2020, dividends declared by Indian companies are taxable in the hands of shareholders. Companies have to deduct or withhold tax for dividends paid to the shareholders. There are various classes of shareholders (individuals, trusts, Govt companies, FPIs, Mutual funds, insurance companies, NRIs etc.) each having different withholding tax implications. A company needs to analyse all classes of shareholders and apply appropriate TDS rate. It also depends upon whether the same is getting paid to resident or non-resident shareholder. 
· Section 195(6) of the Act read with Rule 37BB of the Income Tax Rules 1962 (Rule 220 of Draft IT Rules 2026) provides that a Company shall be required to furnish the information relating to payment of dividend to a non-resident shareholder by filing Form 15CA/15CB (New Forms 145/146).
· All such companies would be filing TDS returns whereby the tax department would get the necessary details of shareholders with dividend payment details. Also, where the tax has been deducted as per the provisions of Income Tax Act, there is no additional tax to be collected by the Income tax department from such non-resident shareholders. There is no requirement to file income tax return by the non-resident shareholders in such cases. 
· Therefore, the provisions of submission of Form 15CA and 15CB (Form 145 and 146) be done away with wherever the tax has been deducted as per the provisions of Income tax Act and the same be made applicable only in cases where lower tax has been deducted depending upon the rates prescribed by the Double Tax Avoidance Agreements (DTAA).
Recommendation:
· Section 393(2)[Table: S.No.17] be amended in respect of dividend payable to non-resident shareholders whereby the same should not be applicable where the tax has been deducted as per the provisions of Income tax Act.  Therefore, submission of Form 15CA/15 CB (Form 145/146) should be made a requirement only in cases where the tax has been deducted at a lower rate / Nil rate by applying the provisions of DTAA.

	Assessment related issues

	21. 
	Section 139 of ITA 1961 (S. 263 of ITA 2025) read with Rule 12 of IT Rules 1962 (Rule 164 of Draft IT Rules 2026/Section 92E of ITA 1961 (S. 172 of ITA 2025) read with Rule 10E of IT Rules 1962 (Rule 85 of Draft IT Rules 2026) [ITR and Form 3CEB (New Form 48)] – No scope of Disclosure in ITR and Form 3CEB 
	Rationale:
· The current format of electronic Income Tax Return (ITR) and electronic Form 3CEB (New Form 48) (TP Certificate) do not provide any scope for the taxpayer/TP Auditor to include separate voluntary disclosure statements/ remarks. 
· The assessee at times wishes to voluntarily disclose certain items or tax positions for bonafide reasons to avoid any potential penalty exposure.
Recommendation:
· It is requested to modify the formats of electronic Income Tax Return (ITR) and electronic Form 3CEB (New Form 48) (TP Certificate) to enable the taxpayer/TP Auditor to include separate disclosure statements / remarks.

	22. 
	Section 43B (S. 37 of ITA 2025) - Expense provisions disallowed in earlier year(s) cannot be taxed again in subsequent year when such provisions are reversed and credited to P/L Account – changes required in Tax Audit Report utility


	Rationale:
· Expense Provisions/Liabilities disallowed u/s 43B (u/s 37 of ITA 2025) in earlier years 
· are subsequently allowed 
·  the year in which the same are actually paid, OR 
· are not taxed again in the year in which the same are reversed and credited to Profit & Loss Account 
· However, against such Expense Provisions/Liabilities disallowed u/s 43B in the earlier years, the Tax Auditors have the option in the Tax Audit 3CD Utility under clause 26(i)(A), to mention only (a) the amounts paid and (b) the amounts not paid. 
· There is no separate option for the Tax Auditors to report “the amounts which have been reversed and credited to Profit & Loss Account”  
· Generally, such Provisions/Liability amounts reversed and credited to Profit & Loss Account are reported by the Tax Auditors in the 3CD Utility under “Amounts not paid” with the remarks “Reversed and Credited to Profit & Loss Account”
· Accordingly, the assessee in the Computation of Income Tax Return computes the Taxable Income by reducing the same from PBT; however, in the 143(1) Intimation, the CPC does not reduce the same from PBT while computing the Assessed Taxable Income since the same are reported by the Tax Auditors under “Not paid” without considering the Remarks of the Tax Auditor “Reversed and Credited to Profit & Loss Account”;
· Clause 33 of Part B of Form 26 now requires reporting only of the amount which was disallowed in any previous year and which is allowed in the current year. Hence even the option available earlier in Form 3CD of reporting amount not paid from preceding year’s outstanding amount is not available under the revised forms.
Recommendation:
· It is requested to make necessary modifications in the Form 26 to disclose such amounts as “amounts reversed and credited to profit and loss account” and the CPC should accordingly computing taxable income by reducing PBT while issuing the intimation Order u/s 270(1) of ITA 2025)

	23. 
	Clause 34(a) of Form 3CD (Schedule – TDS/TCS of Part B of Form 26) (Expenses as per P/L vis-a-vis TDS against same) 

	Rationale:
· Clause 34(a) in Form 3CD (Schedule TDS TCS of Part B of Form 26) requires reporting of all TDS/TCS. transactions of the taxpayer even if there is no default. 
· Almost all the transactions of a company are captured in the TDS/TCS Returns filed by the company as well as by the supplier/customer. 
· Reporting the said transactions again under Clause 34(a) of Form 3CD may lead to unnecessary duplication of the activities on the part of the assessee. 
· Moreover, ICAI Guidance Note on Tax Audit recommends maintenance of Reconciliation of the TDS/TCS Transactions vis-à-vis Books of Accounts for the purposes of Tax Audit of Clause 34(a) of the Form 3CD. 
· It will be a huge daunting task for the large companies carrying on large volumes of transactions with multiple business complexities to arrange and maintain such reconciliations. 
· The reporting should be restricted to cases of TDS/TCS default whether by way of failure to deduct/collect or short deduction/collection or failure to deposit tax after deducting/collecting.  
Recommendation:
· Schedule TDS TCS of Part B of Form 26may be deleted for the convenience of the assessee. Alternatively, it may be modified to report only cases of TDS/TCS default rather than report all the transactions.

	24. 
	Section 41(1) of ITA 1961 (s.38(1)(a) of ITA 2025) - Expense provisions disallowed in earlier year(s) cannot be taxed again in subsequent year when such provisions are reversed and credited to P/L Account- changes required in Tax Audit Report utility

	Rationale:
· Section 41(1) of ITA 1961 (s.38(1)(a) of ITA 2025) was introduced to cover a particular fact/situation. This Section applies where a trading liability was allowed as a deduction in earlier years in computing the business income of the assessee and the assessee has obtained a benefit in respect of such trading liability in later year by way of remission or cessation of the liability. In such a case, the section says that whatever benefit has arisen to the assessee in the later year by way of remission of the liability will be brought to tax in that year. The principle behind the section is to ensure that the assessee may not get way with a double benefit once by way of deduction in an earlier assessment year and again by not being taxed on the benefit received by him in a later year with reference to the liability earlier allowed as a deduction. 
· The tax auditor has to mention in Schedule – computation of receipt/income of Form 26 all such profits chargeable to tax u/s 41 of ITA 1961 (S. 38 of ITA 2025) irrespective of the fact whether the relevant amounts have been credited to Profit & Loss Account or not.
· Once an Expense is offered/surrendered for taxation in one year cannot be disallowed again in subsequent year; hence expense provisions made in books which have been surrendered for taxation in one year should not be taxed again in the subsequent year when such provisions are actually utilized or written back and credited to Profit & Loss Account and therefore such reversal of provisions by credit to Profit & Loss Account cannot be taxed u/s 41(1) of ITA 1961 (S. 38 of ITA 2025).
Recommendation:
It is requested to:
· Incorporate separate sections so that the expenses (mainly provisions made in books) which have been disallowed/offered/surrendered for taxation in one year should not be taxed again in the subsequent year when such provisions are written back and credited to Profit & Loss Account and accordingly to be reduced from Book PBT to compute the Taxable Income
· To incorporate specific clause in Form 26 for the tax auditors to specify such amounts which have been actually utilized or written back and credited to Profit & Loss Account
· The principle behind the aforesaid proposal is to ensure that the assesses are not subjected to double taxation

	25. 
	Rule 26, Rule 128 of IT Rules 1962 (Rule 207 and 76 of Draft IT Rules 2026) requiring SBI TT Buy rate for conversion
	Rationale:
· In case of foreign remittance or claim of foreign tax credit, the relevant income tax rules prescribe use of SBI TT Buy Rate for the purpose of conversion
· SBI TT Buy Rates are not easily available and again become an onerous compliance. SBI charges fees for giving this information.
· As the foreign remittances from India usually take place against well-accepted foreign currencies, the exchanges rates don’t differ much within payment banks, RBI or SBI.
Recommendation:
· Rules should be suitably amended to allow use of foreign exchange rates for well-traded currencies at the transaction value itself or an average exchange rate prevailing on the date of transaction or relevant month.

	International taxation

	26. 
	Raising the threshold for Form 15CB (New Form 146) under Rule 37BB of ITR 1962 (Rule 220 of Draft IT Rules 2026)
	Rationale:
· As per Rule 37BB(1) of ITR 1962 (Rule 220(1) of Draft IT Rules 2026), any remittance to a non-resident above ₹5,00,000 (in aggregate during a financial year) requires the remitter to obtain a certificate in Form 15CB (New Form 146) from a Chartered Accountant (CA), along with filing Form 15CA (New Form 145).
· The Income-tax Act 2025 retains the broad obligation to deduct tax on any sum chargeable under the Act. Currently, no increase has been prescribed in the threshold for Form 15CB (New Form 146).
· On a practical standpoint, this requirement tends to be overly burdensome, especially for routine or recurring transactions such as import of goods, royalty, software subscriptions, SaaS payments, or freight remittances.
· The current threshold was fixed many years ago and has not been revised in line with inflation, rising foreign trade volumes, and digitization of tax compliance. With significant currency depreciation and growth in cross-border trade, the current threshold limit is no longer realistic. 
· Routine payments like import consignments, software licenses, or consultancy fees often cross this threshold. Businesses (especially SMEs and start-ups) face compliance costs, delays, and dependence on CAs for certification of even small-value transactions. The large number of low-value Form 15CB (New Form 146) filings clogs the compliance system, diverting resources from monitoring high-risk/high-value transactions.
· Most countries do not impose such onerous procedural requirements for routine cross-border remittances. Instead, they rely on self-declaration and audit trails.
· With the availability of the Income-tax portal, PAN–based tracking, and Form 26AS/AIS (New Form 168), the risk of revenue leakage in low-value transactions is minimal.
Recommendation:
· It is recommended to necessitate obtaining of Form 15CB (New Form 146) only where the remittance or aggregate of remittances during a financial year exceeds ₹25,00,000 or such higher sum as may be considered prudent.
· Alternatively, a graded threshold may be provided for compliances.

	27. 
	Foreign Tax Credit on aggregate basis - Rule 128 of IT Rules 1962 (Rule 76 of Draft IT Rules 2026)
	Rationale:
· An option is available to the assessee to apply either the provisions of domestic law or of the treaty law, whichever is more beneficial to him, in respect of countries with which India has concluded DTAA. CBDT has notified FTC rules according to which the taxpayer is required to compute the FTC.
· Indian MNCs have global operations with permanent establishments in many countries. The present method of computing FTC for each country by referring to the relevant treaty is onerous for both the assessees as well as the tax administration in view of the fact that each tax treaty is a code in itself and has to be contextually interpreted.
Recommendation: 
· The domestic law should provide for a simpler method of granting FTC by aggregating all foreign sourced incomes. The taxes paid in foreign country should be allowed as credit on aggregate basis against the India tax liability.

	28. 
	Carry-forward of excess Foreign Tax Credit -Rule 128 of IT Rules 1962 (Rule 76 of Draft IT Rules 2026)
	Rationale:
· The FTC is restricted to the tax liability of the assessee in India. In the following situations, the assessee is not granted full credit for the foreign taxes paid:
· The working formula prescribed in Section 91 of ITA 1961 (S. 160 of ITA 2025) or the relevant tax treaty is not yielding optimal results by way of granting FTC.
· Where the assessee incurs a loss on its worldwide income for any assessment year, no FTC is granted.
· Where the Indian tax payable on the worldwide income is lower than the foreign tax paid, FTC is partially available.
· The method of computing the income in the foreign countries is different from the method of computing the income under the Income Tax Act.
· The time period within which tax credit should be claimed and allowed is not defined. Owing to differences in laws and practices in tax administration in foreign jurisdictions, the tax liability for any financial year could get determined much after the conclusion of assessment for the same year in India.
Recommendation:
· Assessees need to be allowed carry forward of the “unutilized” foreign tax credit for 5 years. It is recommended to suitably introduce the provisions to allow such relief which is due to the assessee. Accordingly, rule for FTC should provide for the carry forward of the FTC.

	29. 
	Request in relation to Rule 10V of IT Rules 1962 (Rule 274 of Draft IT Rules 2026) - Manner of calculation of minimum remuneration to be paid to fund manager
	Background:
· In certain cases, the presence of Fund managers in India may be considered as constituting a Permanent Establishment (‘PE’) under S. 9A of ITA 1961 (corresponding to S. 9(12) of ITA 2025) for the offshore funds managed by such Fund managers. This may create an additional exposure for the offshore fund and may increase its tax liability in India. Thus, to encourage fund managers to shift their base to India and to alleviate their concerns regarding additional tax consequences as result of this shift, the Finance Act, 2015 had clarified that management of an eligible offshore fund by an eligible fund manager in India shall not create a business connection for the eligible offshore fund in India, subject to certain conditions. Though some of the conditions were relaxed by the Finance Act, 2016, 2017 and 2020, Fund managers still have concerns.
· The remuneration rules have broadly provided the clarity that was required.  However, if few aspects are clarified in greater detail then it will bring absolute clarity in calculation of remuneration to be paid to the fund manager. 
i. Issue:
· The term ‘management fee’ as defined in the Explanation to Rule 10V of the Income-tax Rules, 1962  “means the amount as mentioned in the certificate obtained from an accountant, as defined in clause (i) of Explanation to rule 11UB, for this purpose”. 
· Same definition has been retained in Rule 274(10)(b) of Draft IT Rules 2026, which defines ‘management fee’ as “the amount as mentioned in the certificate obtained from an accountant as defined in rule 10(1)(a), for this purpose”.
Recommendation:
· In order to avoid any ambiguity which may lead to litigation, we humbly request that the term ‘management fee’ should be specifically defined instead of giving reference to amount mentioned in the certificate obtained from an accountant. 
ii. Issue: 
· The term ‘specified hurdle rate’ is defined to “mean a pre-defined threshold beyond which the fund agrees to pay a share of the profits earned by the fund from the fund management activity undertaken by the fund manager.”
Recommendation:
· In some instances, the hurdle rate is practically linked to a market index – in order to address this situation, we humbly request that a clarification should be provided to state that such market index linked rates will also be considered as pre-defined.

	30. 
	Challenges emanating from electronic filing of Form 10F for non-resident (New Form 41) 

	Background and issue:
· In December 2022, Central Board of Direct Taxes (CBDT) issued Notification No. 3 of 2022 dated 16.07.2022, enabling a new category for registering on the income-tax portal, i.e., ‘non-residents not having a PAN and not required to have a PAN to file Form 10F online. There are, however, certain practical challenges which the NRs are facing in e-filing Form 10F. In the absence of PAN, the portal requires tax identification number of home country to file Form 10F electronically.
· Difficulties in receiving the 'Mobile OTP’
· The process for NRs to file 'e-Form 10F' involves a two-step procedure:
· One-time registration on the income-tax portal, creating a login account with User ID and Password
· Submitting 'e-Form 10F' on the income-tax portal after completing the one-time registration (i.e., by logging into the portal and filing the form)
· Both the above steps require validation using both 'Mobile OTP' and 'Email OTP.' NRs are however encountering difficulties in receiving the 'Mobile OTP' on international mobile numbers, thereby preventing successful registration on the income-tax portal and subsequent filing of e-Form 10F
· Further, while a mechanism is provided for resolving queries and raising grievances at e-filing and Centralized Processing Center helpdesk (‘e-filing helpdesk’), time to resolve queries is being observed at 3-4 weeks and sometimes more.
Concerns around providing date of birth and Tax Identification Number ('TIN') of key person
· While registering on the income-tax portal, date of birth and Tax Identification Number ('TIN') of key person of the NR is required to be provided. Considering personal information protection laws being in force in the respective countries, NRs have concerns around providing the date of birth and TIN of the individual.
Recommendation:
· The functionality of getting mobile OTP on international number should be smoothened. Alternatively, the two-factor authentication should be changed to email only authentication, so that the OTPs are received over email.
· Mechanism provided for raising grievances at e-filing helpdesk should be scaled up to resolve queries in a shortened period of 3 working days. A dedicated toll - free number can also be set up for such NRs to call for resolving the OTP issues.
· The registration form should be amended so that the registration can be done without providing date of birth and TIN of key person. While the key person’s name, email ID and phone number can be provided as the same is appropriate, NRs are uncomfortable providing personal information such as date of birth and TIN.
· Alternatively, it is recommended to not mandate electronic filing of Form 10F for non-residents not having PAN in India, and the provision to obtain physical copy of Form 10F from such non-residents should be reinstated as it was prior to 2022.
· The Form 10-F is now replaced with New Form 41 as per the Draft Rules, 2026. Where the same system is followed, it is likely that similar issues may arise while filing Form 41.

	31. 
	Relaxation of Basic Documentation Requirement (Form 10F, TRC, No PE) for Pure Supply of Material Transactions
S. 90(4) and S. 90(5) of ITA 1961 (S. 159(8) of ITA 2025) r/w Rule 21AB of ITR 1962 (Rule 75 of Draft IT Rules 2026)

	Background and Issue:
· Under the existing provisions, for cross-border supply transactions, even where the income is clearly not taxable in India (for example, offshore supply of goods on a principal-to-principal basis without any permanent establishment in India), tax authorities continue to insist on complete treaty documentation including:
· Tax Residency Certificate (TRC)
· Form 10F (New Form 41)
· No Permanent Establishment (No-PE) declaration.
· In practice, these requirements are enforced even in cases of low-value or pure goods transactions, where no income accrues or arises in India under the charging provision creating unnecessary compliance and delays in remittances, especially for import transactions of raw materials and spare parts.
· The Income-tax Act 2025 also retains the broad obligation of withholding on “any sum chargeable,” without any exception for supply of goods. 
· Moreover, 90(5) of ITA 1961 and S. 159(8)(b) of ITA 2025 empowers CBDT is empowered to prescribe additional documents.
· In a straightforward supply of goods from outside India without installation, services, or PE involvement, no income is taxable in India under the existing provisions as well as the Income-tax Act 2025 – more particularly because even if such sales trigger Significant Economic Presence (SEP) in India, income is not taxable under the treaty in absence of PE in India. In such a scenario, insistence on TRC and Form 10F (New Form 41) appears excessive and disproportionate.
· Importers face delayed payments, blocked shipments, and higher transaction costs for processing of remittances.
· In most jurisdictions, treaty documentation is required only where treaty benefits are claimed. For simple import of goods, no such insistence is made.
· Removing such requirements will allow tax officers to focus on real cases of base erosion and profit shifting (BEPS) rather than routine import transactions.
· Better alignment with the principle that withholding applies only where income is chargeable in India resulting in reduced litigation and administrative bottlenecks.
Recommendation:
· Banks/authorised dealers should be able to rely on a simple declaration from the remitter confirming that the transaction is for import of goods, without insisting on TRC/Form 10F.
· Accordingly, S. 159(8) of ITA 2025 and Rule 21AB of ITR 1962 (Rule 75 of Draft IT Rules 2026) may be amended.

	Personal Taxation

	32. 
	Seeking a proper valuation base for housing accommodation perquisite valuation [S.17(2)(i)/(ii) of ITA 1961]
[Corresponding S.17(1)(a) and S.17(1)(b) of ITA 2025] 
	Background:
· S.17(2)(i) of ITA 1961 provides for taxation of rent-free accommodation (RFA) provided by employer as “perquisite” in the hands of the employees. Valuation of RFA is governed by Rule 3(1) of the Income-tax Rules 1962 (Rule 15(2) of Draft IT Rules 2026).
· S.17(2)(ii) of ITA 1961 provides for taxation of accommodation provided at a concessional rate by the employer as perquisite in the hands of the employees. Erstwhile Explanation 1 to 4 to S.17(2)(ii) created a deeming fiction in respect of concessional rent to arise where rent recovery is less than specified rate. Where there is a concession due to the deeming fiction, valuation rules prescribed under Rule 3 become applicable.
· Erstwhile valuation rule for employer owned accommodation was based strictly on percentage of salary. On the other hand, in cases like leased or hotel accommodation, the actual rent payable by employer is considered if lower than specified percentage of salary.
Rationale and Issue:
· Finance Act 2023 amended s.17(2)(i)/(ii) to provide a uniform methodology for valuing the RFA perquisite and concessional accommodation perquisite. With an intent to rationalize the provisions, S. 17(2)(i) and (ii) were amended to empower the Government for prescribing rules of valuation of RFA and Concessional Accommodation Perquisite.
· The erstwhile rule 3(1) provided for a valuation mechanism linked to percentage of salary which created a challenge for the taxpayers. Under the erstwhile Rule, two employees, though provided with similar type of accommodation faced different perquisite taxation if their salary was different. Furthermore, if the employee’s salary was increased, there resulted in automatic increase in accommodation perquisite value even though employee continued in the same accommodation. Also, employees provided with employer-owned accommodation faced higher perquisite valuation as compared to employer-leased or rented accommodation. This was because the perquisite value in respect of employer-leased/rented accommodation was capped to the rent paid or payable by the employer. 
· The above challenges posed by the existing rule resulted in employer-owned housing becoming extremely tax disadvantageous as compared to employer-leased/rented accommodation or employee making his/her own arrangement for accommodation by availing HRA from the employer. 
· Having taken cognizance of the above challenges, New Rule 3(1) has been introduced with effect from 1 September 2023. New Rule 3(1) of IT Rules 1962 (Rule 15 of Draft IT rules 2026) continues to be largely based on percentage of salary of the employee, however, it has rationalized the valuation in respect of employer-owned accommodation and also ensures that the increase in salary of the employee does not result in an artificial rise in value of the perquisite beyond the inflation level in the country. The relief provided to the employees vide the New Rule is by way of (a) reduction in perquisite value as percentage of salary and (b) introduction of a new inflation linked capping rule.
· While the New Rule has partially addressed the difficulty posed by the existing rules and are welcome, since the valuation mechanism is still linked with percentage of salary, same type of accommodation provided to employees with two different scales of salary will have different perquisite value. The one with higher salary may be exposed to higher perquisite, when compared to the other during the first year of provision of accommodation and determination of value of such perquisite.
Recommendation:
· It is prayed that the Rule 3 of IT Rules 1962 (Rule 15 of IT Rules 2026) be modified to provide uniform methodology for perquisite valuation in the year in which employer provides accommodation owned by him for use to the employee. The same may address the above-mentioned anomaly by considering a different base for perquisite valuation. For instance, the annual fair rental value can be taken at 1% or 2% of stamp duty ready reckoner value instead of valuing it as a percentage of salary or basis fair rental valuation.

	33. 
	Perquisite valuation for use of employer-owned electric motor cars by employees
Section in Income Tax Act, 1961 – 17(1)
Corresponding section in Income Tax Act, 2025 – 16
	Rationale
· The existing law provides for computation of perquisite value in the hands of the employee for motor car provided by employer partly for official and partly for personal purposes. The perquisite valuation differs basis the car engine capacity (marginally higher in case the car engine capacity is more than 1,600cc). The battery capacity of electric vehicles is measured in Kilowatts (kW) instead of cubic capacity of the engine which results in challenges in computing the perquisite value. In the absence of any clarification in the Income Tax Rule, 1962, corporates are continuing to offer only petrol/diesel cars to its employees. 
· Given the fact that the Government of India is actively pursuing the penetration of electric vehicles into the market as well as the added focus of all corporates into energy sustainability and carbon neutrality, electric motor cars are becoming increasingly popular with many individuals opting for electric variants of popular vehicle brands. It would be only natural that tax laws also keep pace with the changing environment and encourage people to switch over to cleaner energy options. This would enable employers to buy and allocate such electric vehicles for use by their employees, without having any concerns on either depriving their employees of the concessional perquisite value or facing any litigation for applying incorrect perquisite value for withholding tax purpose.
· It is noted that Rule 15(3)(a) of Draft ITR Rule 2026 also does not prescribe any specific value for electric cars.
Recommendation
· As a policy incentive to encourage more use of electric cars as an environment friendly measure and provided incentive to employers/employees to substitute petrol/diesel cars with electric cars, the provision of electric car by employer to employee and/or reimbursement of running expenses incurred by employee on electric cars should be made tax-free for a period of 5 years from tax year 2026-27 to 2030-31. 
· It is recommended that a specific valuation rule for provision of electric vehicles be introduced for subsequent period to enable the employer to determine the perquisite value for electric vehicles.
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