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INCOME TAX RULES, 2026

Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)
1 1 Short title and commencement
2 2 Definitions
3 27 Prescribed arrangements for declaration and payment of
dividends within India
4 6DDA. Conditions that a stock exchange is required to fulfil to be
notified as a recognised stock exchange for the purposes of
section 2(92) of the Act.
5 6DDB. Procedure for notification of a recognised stock exchange for the
purposes of section 2(92) of the Act.
6 S8AA Method of determination of period of holding of capital assets in
certain cases.
8B. Guidelines for notification of zero-coupon bond
126 Computation of period of stay in India for an Indian Citizen
being a member of the crew of a foreign bound ship.
9 10 Determination of income in case of non-residents.
10 11UB Definition of terms for rule 11 and rule 12
11 110C Fair market value of assets in certain cases.
12 11UD Determination of income attributable to assets in India.
13 11UE Threshold for the purposes of significant economic presence.
14 8D Method for determining amount of expenditure in relation to
income not includible in total income.
15 3 Valuation of perquisites.
16 3C Salary income for purposes of section 17(1)(c)(ii) of the Act
17 3B Annual accretion referred to in section 17(1)(i) of the Act
18 3A Exemption of medical benefits from perquisite value in respect
of medical treatment of prescribed diseases or ailments in
hospitals approved by the Chief Commissioner
19 3D Gross total income for the purposes of section 17(3)(b) of the Act
20 2BA Guidelines for the purposes of section 19 (Table: S1.No.12) of the
Act relating to voluntary retirement or voluntary separation
21 4 Unrealised rent.
22 6ABA. Computation of aggregate average advances for the purposes of
Section 31(1) (Table: SI. No.1)] of the Act
23 8C. Computation of pro rata amount of discount on a zero coupon

bond for the purpose of section 32(d) of the Act.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

24 6ABAA. Infrastructure facility under section 32(e) of the Act

25 5 Depreciation

26 6DD. Cases and circumstances in which a payment or aggregate of
payments exceeding ten thousand rupees may be made to a
person in a day, otherwise than by specified banking and online
mode or through such other electronic mode as prescribed in
rule 48

27 6ABBB. Form of statement to be furnished regarding certain preliminary
expenses eligible for deduction under section 44 of the Act

28 6AB. Form of audit report for claiming deductions under sections 44
and 51 of the Act.

29 6 Prescribed authority and process of approval for expenditure on
scientific research under section 45(1)(b) read with section
45(1)(a)(ii) of the Act.

30 6 (partof rule |Prescribed authority and process of approval for expenditure on

6) scientific research under section 45(3)(c).

31 New Rule | Furnishing of statement of particulars in respect of donation and
certificate to the donor under section 45(4)(a).

32 5C. Guidelines, form and manner in respect of approval under
section 45(4) read with section 45(3)(a) of the Act.

33 5D. Conditions subject to which approval is to be granted to a
research association under section 45(4) read with section
45(3)(a) of the Act

34 5E. Conditions subject to which approval is to be granted to a
university, college or other institution under section 45(4) read
with section 45(3)(a) of the Act.

35 5F. Prescribed authority, guidelines, form, manner and conditions
for approval under section 45(3)(b) of the Act.

36 11-OA/OB | Guidelines for notification of an affordable housing project as a
specified business under section 46(11)(d)(vii) and a
semiconductor wafer fabrication manufacturing unit as a
specified business under section 46(11)(d)(xiii) of the Act.

37 6AAD. Guidelines for approval of Agricultural Extension Project under
section 47(1)(a) of the Act

38 6AAE. Conditions for Notification of Agricultural Extension Projects
under section 47(1)(a) of the Act

39 6AAF. Guidelines for Approval of Skill Development Projects under
Section 47(1)(b) of the Act

40 6AAG and |Conditions subject to which a skill development project is to be

6AAH notified under Section 47(1)(b) of the Act
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)
41 6A. Expenditure for obtaining right to use spectrum for
telecommunication services.
42 6EA. Special provision regarding interest on bad and doubtful debt of
specified financial institution
43 6GA. Form of report of audit to be furnished under section 59(4) of the
Act.
44 6GB Conditions to be fulfilled by a non-resident, engaged in the
business of operation of cruise ships under section 61(2) [Table:
Sl No. 2].
45 New Rule | Conditions to be fulfilled by a resident company for the
purposes of section 61(2) [Table: SI. No. 6].
46 6F. Maintenance of books of accounts under section 62 of the Act
47 6G. Report of audit of accounts to be furnished under section 63.
48 6ABBA Other electronic modes of payment
49 8AD Computation of capital gains for the purposes of section 67(5) of
the Act
50 8AB Attribution of income taxable under section 67(10) of the Act to
the capital assets remaining with the specified entity, under
section 72 of the Act.
51 21AL Other conditions required to be fulfilled by the original fund.
52 115A Rate of exchange for conversion of rupees into foreign currency
and reconversion of foreign currency into rupees for the
purpose of computation of capital gains under Section 72 of the
Act.
53 11UAE Computation of fair market value of capital assets for the
purposes of
section 77 of the Act.
54 6H Form of report of an accountant in respect of slump sale
55 111AA Conditions for reference to Valuation Officers under Section
91(1)(b) of the Act.
56 11U Meaning of expressions used in determination of fair market
value
57 11UA/UAA/ |Determination of Fair Market Value
UAB

58 11UACand |Prescribed class of persons for the purpose of section 92(3)(i) and
UAD section 79 of the Act.

59 11UACA | Computation of income chargeable to tax under section 92(2)(1)

of the Act.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

60 9C. Conditions for carrying forward or set-off of accumulated loss
and unabsorbed depreciation allowance in case of
amalgamation.

61 11A Certificate of a Medical Authority in respect of autism, cerebral
palsy and multiple disabilities for the purposes of deduction
under section 127 and section 154 of the Act.

62 11DD Issuance of prescription in respect of certain diseases and
ailments for the purpose of deduction under section 128 of the
Act.

63 18AAA Prescribed authority for approval of a University or any
educational
institution of national eminence for the purpose of section 133 of
the Act.

64 18AAAAA | Guidelines for specifying an association or institution for the
purposes of notification under section 133(1)(a)(xxiv) of the Act.

65 11B Conditions for claim for deduction under section 134 of the Act.

66 New Rule | Furnishing of audit report for claiming deduction under section
46 or 138 or 139 or 140 or 141 or 142 or 143 or 144 of the Act.

67 16DD Form of particulars to be furnished along with return of income
for claiming deduction under section 144 of the Act.

68 19AB Furnishing of report under section 146 of the Act.

69 19AE Report of accountant to be furnished under section 147(4)(a) of
the Act.

70 19AC Form of certificate to be furnished under section 151(5) of the
Act.

71 19AD Prescribed authority and form of certificate to be furnished
under section 152(5) of the Act.

72 29A The prescribed authority and form of certificate to be furnished
under section 151(6) and section 152(6) of the Act.

73 21A,21AA | Relief under section 157(1) of the Act when salary is paid in
arrears or in advance, gratuity, etc.

74 21AAA Taxation of income from retirement benefit account in notified
country

75 21AB Other documents and information to be provided for claiming
double taxation relief under section 159(1) and 159(2).

76 128 Foreign Tax Credit.

77 10A Meaning of expressions used in determination of arm’s length
price.

78 10AB Other method for determination of arm’s length price.

79 10B Determination of arm’s length price under section 165.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

80 10C Most appropriate method.

81 10CA Determination of arm’s length price in certain cases.

82 New Rule | Exercise of option for determination of arm’s length price for
multiple years in a single proceeding

83 10CB Time period for repatriation of excess money under section
170(2) and computation of interest income under section 170(4)
pursuant to secondary adjustments.

84 10D Information and documents to be kept and maintained under
section 171(1)(a).

85 10E Report from an accountant to be furnished under section 172.

86 10TA Definitions for safe harbour rules for international transactions.

87 10TB Eligible assessee for safe harbour rules for international
transactions.

88 10TC Eligible international transactions for safe harbour.

89 10TD Safe harbour for eligible international transactions.

90 10TE Procedure relating to transactions other than provision of
information technology services.

91 New Rule |Procedure relating to transactions of provision of information
technology services.

92 10TF Safe harbour rules for international transactions not to apply in
certain cases.

93 10TG Mutual Agreement Procedure not to apply where Safe harbour
for international transactions is accepted.

2 10TH Definitions for safe harbour rules for specified domestic
transaction.

95 10THA Eligible assessee for safe harbour rules for specified domestic
transactions.

9% 10THB Eligible specified domestic transaction for safe harbour.

97 10THC Safe harbour for eligible specified domestic transaction.

98 10THD Procedure governing safe harbour rules for specified domestic
transactions.

99 10TI Definitions for safe harbour rules for income attribution in case
of income from business and profession.

100 10TIA Safe Harbour for income attribution in case of income from
business and profession.

101 10TIB Procedure governing safe harbour rules for income attribution
in case of income from business and profession.

102 10TIC Mutual Agreement Procedure not to apply where safe harbour
for income attribution in case of income from business and
profession is exercised.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

103 10F Meaning of expressions used in matters in respect of advance
pricing agreement.

104 10G Persons eligible to apply.

105 10H Pre-filing consultation.

106 10-1 Application for advance pricing agreement.

107 10] Withdrawal of application for agreement.

108 10K Preliminary processing of application.

109 10L Procedure.

110 10M Terms of the agreement.

111 10MA Roll Back of the Agreement.

112 10N Amendments to Application.

113 10-O Furnishing of Annual Compliance Report.

114 10P Compliance Audit of the agreement.

115 10Q Revision of an agreement.

116 10R Cancellation of an agreement.

117 10RA Procedure for giving effect to rollback provision of an
Agreement.

118 10RB Relief in tax payable under section 206(1) due to operation of
section 206(1)(i).

119 10S Renewing an agreement.

120 10T Miscellaneous.

121 44G Application seeking to give effect to the terms of any agreement
under section 533(2)(p) and the procedure for giving effect to
the decision under the Agreement.

122 44GA Procedure to deal with requests for bilateral or multilateral
advance pricing agreements.

123 10DA Maintenance and furnishing of information and document by
constituent entity of an international group under section 171.

124 10DB Furnishing of report in respect of an international group under
section 511.

125 21AC Furnishing of authorization and maintenance of documents, etc.
for the purposes of section 176.

126 21ACA Conditions and activities for the Finance Company located in
any International Financial Services Centre for section 177.

127 10UA Determination of consequences of impermissible avoidance
arrangement.

128 100 Chapter XI relating to General Anti Avoidance Rule not to apply

in certain cases.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

129 10UB Notice, Forms for reference under section 274.

130 100C Time limits.

131 10UE Procedure before the Approving Panel.

132 10UF Remuneration.

133 119AA Modes of payment for the purpose of section 187 of the Act.

134 5G. Exercise of option for taxation of royalty income from patent
under section 194(1)(Table: Sr. No. 2) of the Act.

135 133 Calculation of net winnings from online games for purpose of
section 194(1)(Table: SI. No. 5).

136 21AD Exercise or withdrawal of option for new tax regime.

137 40B Special provision for payment of tax by certain companies.

138 40BA Special provisions for payment of tax by certain persons other
than a company.

139 21AI Computation of exempt income of specified fund attributable to
units held by non-resident under Schedule VI [Table: Sl. Nos. 1
to 4].

140 21A] Determination of income of a specified fund attributable to units
held by non-residents under section 210(2) of the Act.

141 21AJA1 Computation of exempt income of specified fund, attributable
to the investment division of an offshore banking unit under
Schedule VI [Table: Sl. Nos. 1 to 4].

142 21AJA2 Conditions referred to in Schedule VI [Note 1(g)(ii)(B)] required
to be fulfilled by an investment division of an offshore banking
unit.

143 21AJAA Determination of income of a specified fund attributable to the
investment division of an offshore banking unit under section
210(3) of the Act.

144 21AIA Other conditions required to be fulfilled by a specified fund as
referred to in Schedule VI [Note 1(g)(i)].

145 12C, 12CA, |Statements under section 221(4), 222(2), section 223(5) and

12CB & 12CC | section
224(9).

146 11P/Q/R/S/T | Rules related to application for exercising the option for tonnage
tax scheme and other matters related to it

147 111B Publication and circulation of Board’s order under section
239(3)(a) of the Act.

148 112 Search and Seizure under section 247 of the Act.

149 13 Procedure to requisition services under section 247(5) and to
make a reference under section 247(9) of the Act.

150 13, 13A Valuation under section 247(9) of the Act.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

151 112D Requisition of books of account, etc. under section 248 of the Act.

152 112C Release of remaining assets under section 250 of the Act.

153 New Rule | Distraint and sale

154 112E Form of information under section 254(1) of the Act.

155 113 Disclosure of information related to assesses under section
258(2) of the Act.

156 12D Prescribed income-tax authority under section 259 of the Act.

157 114AAB Persons Exempt from Obtaining permanent account number
under Section 262.

158 114 Application for allotment of a permanent account number

159 114B Transactions in relation to which permanent account number is
to be quoted or applied for the purposes of section 262(1)(f),
262(10)(c) and 262(10)(e) of the Act.

160 114D Time and manner in which persons referred to in rule 159 shall
furnish a statement containing particulars of Form No. 097.

161 114BB Transactions for the purposes of section 262(9)(a) of the Act.

162 114AAA | When PAN becomes inoperative under section 262(6) of the Act.

163 12AB Conditions for furnishing return of income by persons other
than a company or firm referred to in section 263(1)(a)(x) of the
Act.

164 12 Forms, eligibility, verification etc. in respect of return of income

165 12AC Furnishing of updated return of income under section 263(6)
read with section 263(2) of the Act.

166 New Rule | Conditions for treating a return as defective return under section
263(7) of the Act.

167 45 Form of appeal to Joint Commissioner (Appeals) or
Commissioner (Appeals) under section 358 of the Act.

168 12AA Prescribed person for verification of return for the purposes of
section 265 [Table: SI. No. 3 and 9] of the Act.

169 14 Form of verification for furnishing information under section
268(1)(c)of the Act.

170 12F Prescribed income-tax authority under section 268(3) for issue of
notice under section 268(1) of the Act.

171 14A. Forms for report of audit or inventory valuation under section
268(5).

172 14B. Guidelines for the purposes of determining expenses for audit or
inventory valuation

173 New Rule |Jurisdiction of Valuation Officers as per section 2(110) read with

section 269 of the Act.
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

174 New Rule |Day and time for inspection by Valuation Officers etc. as per
section 269(3) of the Act.

175 12E Prescribed income-tax authority under section 270(8) of the Act.

176 New Rule Procedure for faceless assessment, reassessment or
recomputation under section 273(1) of the Act.

177 12AD Modified return of income in respect of business reorganisation
under section 314 of the Act.

178 134 Application under section 288(1)(Table: S1. No. 11) regarding
credit of tax deduction at source.

179 15 Notice of demand under section 289 of the Act.

180 12AE Return of income in respect of block assessment under section
294(1) of the Act.

181 17A Common Application for registration of non-profit organisation
or for approval for the purposes of deduction under section
133(1)(b)(ii).

182 New Rule |Manner of computation of gains of commercial activities under
section 335(e) and section 344.

183 New Rule | Manner of computation of any portion of income applied by a
registered non-profit organisation, directly or indirectly, for the
benefit of any related person.

184 17 Exercise of options by a registered non-profit organisation under
section 341(7) for deemed application under section 341(5).

185 17 Furnishing of statement by registered non-profit organisation
under section 342(1) for accumulating or setting apart any part
of its regular income.

186 New Rule | Application under section 342(5) for change of purpose for
which income has been accumulated or set apart.

187 17AA Books of account and other documents to be kept and
maintained by a registered non-profit organisation.

188 17B Report of audit in the case of registered non-profit organisations
under section 348.

189 17CB Method of valuation for the purposes of computing fair market
value of assets and liabilities under section 352(2) for accreted
income.

190 18AB Furnishing of statement of particulars in respect of donation and
certificate to the donor under section 354(1).

191 46 Mode of service of any order as is referred in section 358(3)(b) of
the Act.

192 46A Production of additional evidence before the Joint

Commissioner (Appeals) and Commissioner (Appeals) under
section 533(2)(x) of the Act.
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193 47 Form of appeal and memorandum of cross-objections to
Appellate Tribunal under section 362 of the Act.

194 15A Declaration under section 375 of the Act.

195 16 Application under section 376 to defer filing of appeal before the
Appellate Tribunal or the jurisdictional High Court of the Act.

196 44DAA Constitution of Dispute Resolution Committee under section 379
of the Act.

197 44DAB Application for resolution of dispute before the Dispute
Resolution Committee under section 379 of the Act.

198 44DAC Power to reduce or waive penalty imposable or grant immunity
from prosecution or both under section 379 of the Act.

199 44DAD Definitions.

200 44E Application for obtaining an advance ruling under section 383 of
the Act.

201 44F Certification of copies of the advance rulings pronounced by the
Board for Advance Rulings under section 384(8) of the Act.

202 44FA Form and manner of filing appeal to the High Court on ruling
pronounced or order passed by the Board for Advance Rulings
under section 389(1) of the Act.

203 37BA/37-1 |Credit for tax deducted or collected at source

204 26A/26B | Furnishing of particulars for deduction of tax at source from
income
under the head “Salaries”

205 26C Furnishing of evidence of claims by employee u/s 392(5)(b) for
deduction
of tax from income under the head “Salaries”

206 115 Rate of exchange for conversion into rupees of income expressed
in foreign currency

207 26 Rate of exchange for the purpose of deduction of tax at source of
income payable in foreign currency

208 26D Furnishing of declaration and evidence of claims by specified
senior citizen under section 393(1) [Table: SI. No. 8(iii)]

209 29B Application by the payee for certificate authorising receipt of
interest and other sums without deduction of tax

210 New Rule | Condition for no deduction of tax at source from income in
respect of units of non-residents referred to in section 393(2)
(Table: SI. No. 10) read with section 393(4) (Table: SI. No. 15) of
the Act

211 29C Declaration by person claiming receipt of certain incomes

without deduction of tax under section 393(6).
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Rule No. (IT | Rule No. (IT Description
Rules 2026) Rules 1962)

212 37C Declaration by a buyer for no collection of tax at source under
Section 394(2)

213 28/28AA | Application for grant of certificates for deduction or collection of

/28AB income- tax at any lower rates or no deduction or collection of
/29/ 37G/ |income-tax.
37H

214 29BA Application by the payer for grant of certificate under section
395(2) or 400(3) for determination of appropriate proportion of
sum (other than Salary), payable to non-resident, chargeable in
case of the recipients

215 31/37D Certificate of tax deducted or collected at source to be furnished
under section 395(4)

216 114A Application for allotment of a tax deduction and collection
account number

217 37BC Conditions under section 397(2)(c) for non-application of
deduction of tax at higher rate in case of non-residents

218 30/37CA | Time and mode of payment to Government account of tax
deducted or collected at source or tax paid under Section
392(2)(a).

219 31A/31AA |Statement of deduction or collection of tax at source under
Section 397(3)(b)

220 37BB Furnishing of information for payment to a non-resident, not
being a company, or to a foreign company

221 31ACB/37] |Form for furnishing certificate of accountant under Section
398(2)

222 38 Notice of Demand under section 289 of the Act.

223 39 Estimate of advance tax under section 407(8) of the Act.

224 117B Form of statement under section 413 or section 414 of the Act.

225 New Rule | Procedure for recovery of tax for the purposes of section 413 and
475 of the Act.

226 117C Tax recovery officer to exercise or perform certain powers and
functions of an Assessing Officer under section 413 of the Act.

227 42 Prescribed authority for tax clearance certificates under section
420 of the Act.

228 43 Forms and certificates for the purpose of section 420 of the Act.

229 4 Production of certificate under section 420 of the Act.

230 40G Refund claim under section 434 of the Act.

231 129 Form of application under section 440 of the Act.

232 127 Service of notice, summons, requisition, order and other

communication under section 501 of the Act.
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233 127A Authentication of notices and other documents.

234 114DA Furnishing of Annual Statement by a non-resident having
Liaison Office in India.

235 114DB Information or documents to be furnished under section 506.

236 121A Form of statement to be furnished by producers of
cinematograph films or persons engaged in specified activity

237 114E Furnishing of statement of financial transaction

238 114F Definitions

239 114G Information to be maintained and reported

240 114H Due diligence requirement

241 New Rule | Definitions for the purposes of this rule and rules 241, 242 and
243

242 New Rule | Obligation for reporting under section 509 of the Act.

243 New Rule | Reporting requirements under section 509 of the Act.

244 New Rule | Due diligence procedures under section 509 of the Act.

245 114-1 Annual information statement

246 New Rule | Application for registration as valuer under section 514 of the
Act.

247 New Rule |Qualification of Registered Valuer for the purposes of section
514 of the
Act.

248 New Rule |Scale of fees to be charged by a registered valuer under section
514(2) of the Act.

249 New Rule |Form of report of valuation by registered valuer under section
514(3) of the Act.

250 49 Form of report of valuation by registered valuer under section
514(3) of the Act.

251 50 Accountancy Examination Recognised

252 51 Education qualifications prescribed

253 51A Nature of business relationship

254 51B Appearance by Authorised Representative in certain cases

255 53 Register of income-tax practitioners

256 54 Application for registration

257 55 Certificate of registration

258 56 Cancellation of Certificate

259 57 Cancellation of certificate obtained by misrepresentation

260 58 Removal of name of authorised income-tax practitioner who is

insolvent or on whom penalty has been imposed.
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Rule No. (IT | Rule No. (IT Description
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261 59 Prescribed authorty to order an inquiry

262 60 Charge-sheet

263 61 Inquiry Officer

264 62 Proceedings before Inquiry Officer

265 63 Order of the prescribed authority

266 64 Procedure if no Inquiry Officer appointed

267 65 Change of Inquiry Officer

268 66 Powers of prescribed authority and Inquiry Officer

269 119A Procedure to be followed in calculating interest under section
533(2)(u).

270 7 Determination of income, being partly from agricultural and
partly from business.

271 7A,7B & 8 |Income from manufacture of rubber, coffee and tea.

272 9A. Deduction in respect of expenditure on production of feature
films

273 9B. Deduction in respect of expenditure on acquisition of
distribution rights of feature films.

274 10V Guidelines for investment fund for availing benefit under
section 9(12) read with Schedule I.

275 10VA Approval of the investment fund at its option for the purposes
of section 9(12).

276 10VB Statement to be furnished by the eligible investment fund under
section 9(12) read with Schedule I.

277 9D Calculation of taxable interest relating to contribution in a
provident fund or recognised provident fund, exceeding
specified limit.

278 2B Conditions for the purpose of Schedule III (Table: SI. No. 8) of
the Act.

279 2A Limits for the purposes of Schedule III (Table: SI.No 11) of the
Act.

280 2BB Prescribed allowances for the purposes of Schedule III (Table: S1
No. 12 & 13) of the Act.

281 2BBA Circumstances and conditions for the purposes of Schedule III
(Table: SI.No 16) of the Act.

282 2DB Notification of pension fund and other conditions to be satisfied
by the pension fund.

283 2DCA Computation of minimum investment and exempt income for

the purposes of Schedule V [Table: Sl. No. 7].
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284 21AK Conditions for the purpose of Schedule VI [Table: SI. No. 5] of
the Act.

285 2DD Computation of exempt income in the nature of capital gains in
connection with relocation of original fund etc.

286 16C Requirements for approval of a fund for welfare of employees
and their dependents under Schedule VII [Table: SI. No. 2].

287 2BBB Percentage of Government Grant for considering any university,
hospital, or any other institution, as substantially financed by
the Government for the purposes of Schedule VII [Table: SI. No.
17 and 18]

288 2F Guidelines for setting up an Infrastructure Debt Fund for the
purpose of exemption under Schedule VII [Table: S1. No. 46]

289 17CA Rules for functioning of an electoral trust.

290 5AC. Report of audit of accounts to be furnished under Schedule IXr.
w. section 48 of the Act

291 5AD. Report of audit of accounts to be furnished under Schedule X r.
w. section 49 of the Act

292 67 Investment of fund moneys.

293 67A Nomination

294 74 Accounts

295 76 Penalty for assigning or creating a charge on beneficial interest.

296 77 Application for recognition.

297 78 Order of recognition.

298 79 Withdrawal of recognition.

299 80 Exemption from tax when recognition withdrawn.

300 81 Appeal

301 82 Definitions

302 83 and 84 |Conditions regarding trust and trustees.

303 85 Investment of fund moneys.

304 86 Admission of directors to a fund.

305 87 Ordinary annual contributions.

306 88 Initial contributions.

307 89 Scheme of insurance or annuity.

308 90 Commutation of annuity.

309 91 Beneficiary not to have any interest in insurance and employer
not to have any interest in fund’s moneys.

310 92 Penalty if employee assigns or charges interest in fund.

311 93 Arrangements on winding up, etc., of business.
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312 94 Arrangements for winding up, etc., of fund.
313 95 Application of approval
314 96 Amendment of rules, etc., of fund.
315 97 Appeal
316 98 Definitions
317 99 and 100 | Conditions regarding trust and trustees.
318 101 Investment of fund moneys.
319 101A Nomination
320 102 Admission of directors to a fund.
321 103 Ordinary annual contributions.
322 104 Initial contributions.
323 105 Penalty if employee assigns or charges interest in fund.
324 106 Employer not to have interest in fund moneys.
325 107 Arrangements for winding up, etc., of business.
326 108 Arrangements for winding up of the fund
327 109 Application for approval
328 110 Amendment of rules, etc., of fund.
329 111 Appeal
330 6E. Limits of reserve for unexpired risks
331 20 and 20A | Guidelines for approval under Schedule XV (1)(z)(i) and
(1)(z)(ii) of the Act.
332 131 Electronic furnishing of Forms, Returns, Statements, Reports,
orders etc
333 125 Electronic payment of tax.
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INCOME TAX RULES, 2026

[GSR 198(E), dt. 20-3-2026, w.e.f. 1-4-2026]

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

1. Short title and commencement. [Erstwhile Rule 1 of I.T Rules, 1962]

(1) These rules may be called the Income-tax Rules, 2026.

(2) They shall come into force on the 1st April, 2026.

2. Definitions. [Erstwhile Rule 2 of I.T Rules, 1962]
(1) In these rules, unless the context otherwise requires, —

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

(b) "authorised bank" means any bank as may be appointed by the Reserve Bank of India as
its agent under the provisions of sub-section (1) of section 45 of the Reserve Bank of
India Act, 1934 (2 of 1934);

(¢) "Form" means a Form in Appendix III appended to these rules;
(d) "section" means a section of the Act.

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

3. Arrangements for declaration and payment of dividends within India. [Erstwhile Rule 27
of I.T Rules, 1962]

The arrangements referred to in section 2(42) to be made by a company for the declaration and

payment of dividends (including dividends on preference shares) within India shall be as follows:

a) the share-register of the company for all shareholders shall be regularly maintained at its
& pany & y
principal place of business within India, in respect of any tax year from a date not later
than the 1st April of such year;

(b) the general meeting for passing the accounts of the tax year and for declaring any
dividends in respect thereof shall be held only at a place within India; and

(c) the dividends declared, if any, shall be payable only within India to all shareholders.

4. Conditions that a stock exchange is required to fulfil to be notified as a recognised stock
exchange under section 2(92). [Erstwhile Rule 6DDA of 1.T Rules, 1962]

For the purposes of section 2(92), a stock exchange shall fulfil the following conditions in respect

of trading in derivatives:-

(@) the stock exchange shall have the approval of the Securities and Exchange Board of India
established under the Securities and Exchange Board of India Act, 1992 (15 of 1992) in
respect of trading in derivatives and shall function in accordance with the guidelines or
conditions laid down in this behalf by the Securities and Exchange Board of India;

(b) the stock exchange shall ensure that the particulars of the client (including unique client
identity number and Permanent Account Number) are duly recorded and stored in its
databases;
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(c) the stock exchange shall maintain a complete audit trail of all transactions (in respect of
cash and derivative market) for a period of seven tax years on its system;

(d) the stock exchange shall ensure that transactions (in respect of cash and derivative
market) once registered in the system are not erased;

(e) the stock exchange shall ensure that the transactions (in respect of cash and derivative
market) once registered in the system, are modified only in cases of genuine error; and

(f) the stock exchange shall maintain data regarding all transactions (in respect of cash and
derivative market) registered in the system which have been modified and submit a
monthly statement in Form No. 1 to the Director General of Income-tax (Systems), within
fifteen days from the last day of each month to which such statement relates.

5. Procedure for notification of a recognised stock exchange for the purposes of section
2(92). [Erstwhile Rule 6DDB of 1.T Rules, 1962]

(1) An application for notification of a stock exchange as a recognised stock exchange for the

purposes of section 2(92) may be made to the Member (Income Tax), Central Board of Direct

Taxes, New Delhi.

(2) The application referred to in sub-rule (1) shall be accompanied with the following
documents,:-

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

(b) up-to-date rules, bye-laws and trading regulations of the stock exchange;

(c) confirmation regarding fulfilling the conditions referred to in clause (b) to (f) of rule 4;
and

(d) such other information as the stock exchange may like to place before the Central
Government.

(3) The Central Government may call for such other information from the applicant as it deems
necessary for taking a decision on the application.

(4) The Central Government, after examining the information furnished by the stock exchange
under sub-rule (2) or sub-rule (3), shall notify the stock exchange as a recognised stock exchange
for the purposes of section 2(92) or issue an order rejecting the application before the expiry of six
months from the end of the month in which the application is received.

(5) The notification referred to in sub-rule (4) shall be effective until the approval granted by the
Securities and Exchange Board of India is withdrawn or expires, or the said notification is
rescinded by the Central Government.

6. Method of determination of period of holding of capital assets in certain cases. [Erstwhile
Rule 8AA of 1.T Rules, 1962]

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

(2) For the capital asset mentioned in column B of the Table below, the period for which the capital
asset is held by the assessee shall be determined in accordance with column C thereof:
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Table
SL.No. Nature of Assets Period of holding

A B C

1. Shares or debentures of a company, | The period of holding shall include the period for
which becomes the property of the |which the bond, debenture, debenture-stock or
assessee under the circumstances |deposit certificate, as the case may be, was held
mentioned in section by the assessee prior to the conversion.

70(1)(z).

2. |Capital asset declared under the|(i) In the case of an immovable property, the
Income Declaration Scheme, 2016 period for which such property is held is to
made under the Finance Act, 2016 be reckoned from the date on which such
(28 of 2016). property is acquired, if the date of

acquisition is evidenced by a deed registered
with any authority of a State Government;
and
(ii) in any other case, the period for which such
asset is held
shall be reckoned from the 1st June, 2016.
3. Capital asset which became the|The period of holding shall include the following:

property of the Indian subsidiary
company in consequence to
conversion of a branch of a foreign
company referred to in section
219(1).

()

(i)

[SL.No.1. C.A] or section 219(1).

the period for which the asset was held by
the said branch of the foreign company; or

the period for which the asset was held by
the previous owner, if any, who has acquired
the capital asset by a mode of acquisition
referred to in section 73(1)

(3) In case of the amount which is chargeable to income-tax as income of a specified entity under
section 67(10) under the head "Capital gains",-

(@) the amount or a part of it shall be considered to be from transfer of short-term capital

(b)

asset, if it is attributed to,-

under section 67(10); or

section 67(11); and

the capital asset which is short-term capital asset at the time of taxation of amount

capital asset forming part of block of asset; or

capital asset being self-generated asset and self-generated goodwill as defined in

the amount or a part of it shall be considered to be from transfer of long-term capital
asset or assets, if it is attributed to capital asset which is not covered by sub-clause (i) of
clause (a) and is long-term capital asset at the time of taxation of amount section 67(10).
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7. Procedure for notification of zero coupon bond. [Erstwhile Rule 8B of I.T Rules, 1962]

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

(2) An application made under sub-rule (1) shall not be made for notification of a bond which is to
be issued beyond a period of two financial years following the financial year in which such
application is made.

(3) An application made under sub-rule (1) shall be disposed of within a period of six months
from the end of the month in which such application was received.

(4) Every application, under sub-rule (1), shall be accompanied by the following documents: —

(a) where the application is made by any infrastructure capital company or infrastructure
debt fund or a public sector company, being a Government company defined under
section 2(45) of the Companies Act, 2013 (18 of 2013), a copy of certificate of
incorporation under the said Act;

(b) where the application is made by any infrastructure capital fund, a copy of the trust deed
registered under the provisions of the Registration Act, 1908 (16 of 1908); and

(c) where the application is made by a public sector company, being any corporation,
established by or under any Central Act or State Act or Provincial Act, a copy of the
relevant Act.

(5) The Central Government, while specifying a zero coupon bond, by notification, shall satisfy
itself that the following conditions are fulfilled: —

(a) the period of life of the bond is not less than ten years and not more than twenty years;

(b) the entity proposing to issue a zero coupon bond has an investment grade rating from at
least two credit rating agencies registered under section 12(1A) of the Securities and
Exchange Board of India Act, 1992 (15 of 1992);

() necessary arrangement has been made by the said entity for listing the zero coupon bond
in a recognised stock exchange in India;

(d) the entity shall furnish an undertaking along with the application that the money
realised on issue of the zero coupon bond shall be invested by it in the following
manner,: —

(i) 25% or more of such realisation before the end of the financial year immediately
following the financial year in which the bond is issued;

(i) the balance of such realisation within a period of four financial years immediately
following the financial year in which the bond is issued; and

(e) where the application is made by an infrastructure debt fund, such fund shall along with
the application, submit an undertaking that a sinking fund shall be maintained for the
interest which will accrue on all the zero coupon bonds subscribed and such interest
shall be invested in Government security as defined under section 2(f) of the
Government Securities Act, 2006 (38 of 2006).

(6) The Central Government, after having satisfied itself about fulfilling of the conditions referred
to in this rule, shall specify the bond, by notification, giving therein, inter alia, the following
particulars: —
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(a) name of the bond;

(b) period of life of the bond;

(c) the time schedule of the issue of the bond;

(d) the amount to be paid on maturity or redemption of the bond;
(e) the discount; and

(f) the number of bonds to be issued.

(7) The Central Government may, if the applicant fails to fulfil the conditions referred to in this
rule, reject the application for notification after giving a reasonable opportunity of being heard.

(8) Every entity shall submit within two months from the end of each financial year referred to in
sub-rule (5)(d), a certificate from an accountant as defined in section 515(3)(b), specifying the
amount invested in each year in Form No. 3.

(9) The Central Government shall have the power to withdraw the notification, if the applicant
fails to fulfil any of the conditions referred to in this rule.

10) For the purposes of this rule, —
purp
(i) "discount" and "period of life of the bond" shall have the meanings respectively assigned
to them in section 32(d)(i) and (ii); and

(ii) ‘“infrastructure debt fund" shall mean the infrastructure debt fund as may be notified by
the Central Government under Schedule VII [Table Sl. No. 46].

8. Computation of period of stay in India for an Indian citizen, being a member of the crew
of a foreign bound ship. [Erstwhile Rule 126 of 1.T Rules, 1962]

(1) For the purposes of section 6(6), in case of an individual, being a citizen of India and a member

of the crew of a foreign bound ship, the period or periods of stay in India in respect of an eligible

voyage, shall not include the period computed under sub-rule (2).

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

(3) For the purposes of this rule, —

(a) "Continuous Discharge Certificate" shall have the same meaning as assigned to it in the
Merchant Shipping (Continuous Discharge Certificate-cum-Seafarer's Identity
Document) Rules, 2001 made under the Merchant Shipping Act, 1958 (44 of 1958);

(b) ‘"eligible voyage" shall mean a voyage undertaken by a ship engaged in the carriage of
passengers or freight in international traffic, where —

(i) for the voyage having originated from any port in India, has as its destination any
port outside India; and

(ii) for the voyage having originated from any port outside India, has as its destination
any port in India.

9.  Determination of income in case of non-residents. [Erstwhile Rule 10 of I.T Rules, 1962]

In any case in which the Assessing Officer is of opinion that the actual amount of the income
accruing or arising to any non-resident person, whether directly or indirectly, through or from —

(a) any asset or source of income in India; or
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10.

(b) any property in India; or

(c) any business connection in India,

cannot be definitely ascertained, the amount of such income for the purposes of assessment to
income-tax may be calculated —

()
(i)

at such percentage of the turnover so accruing or arising as the Assessing Officer
may consider to be reasonable; or

on any amount which bears the same proportion to the total profits and gains of the
business of such person (such profits and gains being computed in accordance with
the provisions of the Act), as the receipts so accruing or arising bear to the total
receipts of the business; or

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

Definition of terms for rules 11 and 12. [Erstwhile Rule 11UB of 1.T Rules, 1962]
For the purposes of rules 11 and 12, —

(@) "accountant" —

()

means an accountant referred to in section 515(3)(b), who fulfils the following
conditions: —

(A) if he is pursuing the profession of accountancy individually or is a valuer
then—

()  he has professional experience of not less than ten years; and

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

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

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

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

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

(b) "balance sheet", —

()

(A) in relation to an Indian company, means the balance-sheet of such company
(including the notes annexed thereto and forming part of the accounts) as drawn up
on the specified date which has been audited under the laws relating to companies
in force; and

(B) in any other case, it means the balance-sheet of the company or the entity
(including the notes annexed thereto and forming part of the accounts) as
drawn up on the specified date and submitted to the relevant authority outside
India under the laws in force of the country in which the foreign company or
the entity is registered or incorporated; and
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©

(d)
(©)

()

(8

(h)

0

(ii) where, —

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

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

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

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

"foreign company or entity" means a company or entity registered or incorporated
outside India;

"observable price" in respect of a share quoted on a stock exchange shall be the higher of
the following: —

(i) the average of the weekly high and low of the closing prices of the shares quoted on
the said stock exchange during the six months period preceding the specified date;
or

(ii) the average of the weekly high and low of the closing price of the shares quoted on
the said stock exchange during the two weeks preceding the specified date;

"right of management or control" shall include the right to appoint majority of the
directors or to control the management or policy decision exercisable by a person or
persons acting individually or together, directly or indirectly, including by virtue of
shareholding or management rights or shareholders agreements or voting agreements or
in any other manner;

"specified date" shall have the meaning assigned to it in section 9(10)(d);

(i) "telegraphic transfer buying rate" shall have the meaning assigned to it in rule 207;
and

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

11. Fair market value of assets in certain cases. [Erstwhile Rule 11UC of 1.T Rules, 1962]

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

(2) Where the asset is a share of an Indian company listed on a recognised stock exchange on the
specified date, the fair market value of the share shall be the observable price of such share on the
stock exchange so, however, that —

@)

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

Fair market value = (A+B)/C
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Where, —

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

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

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

(3) Where the asset is a share of an Indian company not listed on a recognised stock exchange on
the specified date, the fair market value of the share shall be —

(@) the fair market value as determined by a merchant banker or an accountant as per any
internationally accepted valuation methodology for valuation of shares on arm's length
basis; and

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

(4) Where the asset is an interest in a partnership firm or an association of persons, its fair market
value shall be determined in the following manner: —

(a) the value of such firm or association of persons, shall be determined by a merchant
banker or an accountant as per any internationally accepted valuation methodology as
increased by the liability, if any, considered in such determination;

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

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

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

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

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

(6) The fair market value of all the assets of a foreign company or an entity on the specified date, if
conditions specified in column B of the following Table are fulfilled, shall be determined as per
column C thereof: —
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Table
SL. Conditions Fair Market Value
No.
A B C
1. |Where the transfer of|Fair market value of all assets = A+B
share of, or interest in, |Where, —
the.fore.lgn company Ori A = Market capitalisation of the foreign company or entity
entity is between the computed on the basis of the full value of consideration for
persons dWhO are rflot transfer of the share or interest; and
iﬁ:necf; Ofeersgfns’sufﬁ B = book value of the liabilities of the company or the entity as
purp on the specified date as certified by a merchant banker or an
transfer.
accountant.
2. |Where the share of the |Fair market value of all the assets = A+B
foreign company or|Where, —
entity is listed on a stock | A = \farket capitalisation of the foreign company or entity
exch.apge on the computed on the basis of the observable price of the share on
specified date. the stock exchange where the share of the foreign company or
the entity is listed; and
B = book value of the liabilities of the company or the entity as
on the specified date.
3. | Where the share is listed | Fair market value of all the assets = A+B
on more than one stock | Where, —
exch.ar.lge on the| A = Market capitalisation of the foreign company or entity
specified date. computed on the basis of the observable price of the share on
the stock exchange which records the highest volume of
trading in the share during the period considered for
determining the price; and
B = book value of the liabilities of the company or the entity.
4. |Where the share in the |Fair market value of all the assets = A+B
foreign company  or|Where, —
entity is not listed on a| A - fair market value of the foreign company or the entity as
StOdf .exchange on the| ,, the specified date as determined by a merchant banker or
specified date. an accountant as per the internationally accepted valuation
methodology; and
B = value of liabilities of the company of the entity if any,
considered for the determination of fair market value in A.

(7) Where fair market value has been determined on the basis of any interim balance sheet
referred to in rule 10(b)(ii), then the fair market value shall be appropriately modified after
finalisation of the relevant financial statement as per the applicable laws and all the provisions of
this rule and rules 12 and 235 shall apply accordingly.
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(8) For determining the fair market value of any asset located in India, being a share of an Indian
company or interest in a partnership firm or association of persons, all the assets and business
operations of the said company or partnership firm or association of persons shall be taken into
account whether such assets or business operation are located in India or outside.

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

12. Determination of income attributable to assets in India. [Erstwhile Rule 11UD of I.T
Rules, 1962]

(1) The income from transfer outside India of a share of, or interest in, a company or an entity

referred to in section 9(10)(a) attributable to assets located in India, shall be determined with

reference to the specified date, by the following formula: —

B
AX——
C
Where, —

A = Income from the transfer of the share of, or interest in, the company or the entity computed as
per the provisions of the Act, as if, such share or interest is located in India;

B = fair market value of assets located in India as on the specified date from which the share or
interest referred to in A derives its value substantially, computed as per rule 11; and

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

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

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

13. Threshold for purposes of significant economic presence. [Erstwhile Rule 11UE of I.T
Rules, 1962]

(1) For the purposes of section 9(9)(d)(i), the aggregate amount of payments from transactions

carried out by a non-resident with any person in India, in respect of any goods, service or

property including provision for download of data or software in India during the tax year, shall

be two crore rupees.

(2) For the purposes of section 9(9)(d)(ii), the number of users with whom systematic and

continuous business activities are solicited or who are engaged in interaction shall be ¥ 300000.

14. Method for determining amount of expenditure in relation to income not includible in
total income. [Erstwhile Rule 8D of 1.T Rules, 1962]

(1) The expenditure in relation to income which does not form part of the total income shall be the
aggregate of following amounts: —
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(@)

the amount of expenditure directly relating to income which does not form part of total
income; and

(b) an amount equal to 1% of the annual average of the monthly averages of the opening
and closing balances of the value of investment, income from which does not or shall not

form part of total income.

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

15. Valuation of perquisites. [Erstwhile Rule 3 of I.T Rules, 1962]

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

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

Table I
S1. Circumstances Where accommodation is Where accommodation
No. unfurnished is furnished
A B C D
(1) |Where the accommodation is|License fee determined by the|Value of perquisite is
provided by the Central|Central Government or any|determined as per the
Government or any State|State Government in respect of | provisions of sub-rule

or

per 2011 census in respect

of the period during
which the said
accommodation was

occupied by the employee
during the tax year as
reduced by the rent, if
any, actually paid by the

Government, to the |accommodation in accordance |(2)(e).

employees either holding|with the rules framed by such

office or post in connection |Government as reduced by the

with the affairs of the Union|rent actually paid by the

or of such State. employee.

(2) |Where the accommodation is

provided by any other

employer and —

(@) |where the (i) [10% of salary in cities|Value of perquisite is
accommodation is having population | determined as per the
owned by the employer; exceeding forty lakhs as|provisions of sub-rule

2)(e)-
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SL

Circumstances

Where accommodation is
unfurnished

Where accommodation
is furnished

C

D

employee;

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

employee; and

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

employee.

(b)

where the
accommodation is taken
on lease or rent by the
employer.

Actual amount of lease rental
paid or payable by the
employer or 10% of salary, in
respect of the period during
which the said accommodation
was occupied by the employee
during the tax year, whichever
is lower, as reduced by the rent,
if any, actually paid by the
employee.

Value of perquisite is
determined as per the
provisions of sub-rule

2)(@).

Where the accommodation is
provided by the employer
specified in serial number (1)
or (2) in a hotel (except where

the employee is

provided

such accommodation for a

period

not exceeding in

Not applicable.

Actual charges paid or
payable to such hotel or
24% of salary paid or
payable for the tax year
for the period during
which such accommoda-
tion is provided,
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SI. Circumstances Where accommodation is Where accommodation
No. unfurnished is furnished
A B C D
aggregate fifteen days on his whichever is lower, as
transfer from one place to reduced by the rent, if
another). any, actually paid or
payable by the employee.

(b)

©

(d)

(e)

()

The provisions of this sub-rule shall not apply to any accommodation temporarily
provided to an employee working at a mining site or an on-shore oil exploration site or a
project execution site, or a dam site or a power generation site or an off-shore site; which

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

(ii) islocated in a remote area.

Where on account of his transfer from one place to another, the employee is provided
with accommodation at the new place of posting while retaining the accommodation at
the other place, the value of perquisite shall be determined with reference to only one
such accommodation which has the lower value with reference to Table I for a period not
exceeding ninety days and thereafter the value of perquisite shall be charged for both
such accommodations as provided in the said Table I.

Where the accommodation is owned or taken on lease or rent by the employer and the
same accommodation is continued to be provided to the same employee for more than
one tax year, the amount calculated in accordance with Table I:SI. No. 2(a) or (b) shall not
exceed the amount so calculated for the first tax year, as multiplied by the amount which
is a ratio of the Cost Inflation Index for the tax year for which the amount is calculated
and the Cost Inflation Index for the tax year in which the accommodation was initially
provided to the employee.

For the purposes of this sub-rule, where the accommodation is furnished;-

(i) the value of perquisite as determined under Table I: SI. Nos. 1 and 2. C be increased
by 10% per annum of the cost of furniture (including television sets, radio sets,
refrigerators, other household appliances, air-conditioning plant or equipment), as
reduced by any charges paid or payable for the same by the employee during the
tax year; and

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

For the purposes of this sub-rule, where the accommodation is provided by the Central
Government or any State Government to an employee, who is serving on deputation
with any body or undertaking under the control of such Government, —

(i) the employer of such an employee shall be deemed to be that body or undertaking
where the employee is serving on deputation; and

1.31



Rule 15 Income-tax Rules, 2026

(if) the value of perquisite of such an accommodation shall be the amount calculated in
accordance with Table 1: SI. No. 2(a), as if the accommodation is owned by the
employer.

(g) For the purposes of clause (d);

(i) "Cost Inflation Index" means the index as may be notified by the Central
Government under section 72(8)(a);

(i) "first tax year" means the tax year 2023-2024, or the tax year in which the
accommodation was provided to the employee, whichever is later.

(3)(a) The value of perquisite by way of use of motor car to an employee by an employer, in the
circumstances as referred in column B of the following Table II, shall be determined in accordance

with column C or column D thereof, as the case may be:

Table II
VALUE OF PERQUISITE PER CALENDAR MONTH
SIL. Circumstances Where cubic capacity of | Where cubic capacity of
No. engine does not exceed engine exceeds 1.6 litres
1.6 litres or the motor
car is an electric vehicle
A B C D

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

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

employer
(b) |is used exclusively for the|actual amount of | actual amount of

private or personal
purposes of the employee
or any member of his
household and the running
and maintenance expenses
are met or reimbursed by
the employer;

expenditure incurred by
the employer on the
running and
maintenance of motor
car during the relevant
tax  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.

expenditure incurred by the
employer on the running
and maintenance of motor
car during the relevant tax
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
an amount charged from the
employee for such use.
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SIL. Circumstances Where cubic capacity of | Where cubic capacity of
No. engine does not exceed engine exceeds 1.6 litres
1.6 litres or the motor
car is an electric vehicle
A B C D

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

(i) |[the expenses on|Z 5000 (plus 3000, if{X 7000 (plus %3000, if
maintenance and | chauffeur is also | chauffeur is also provided to
running are met or|provided to run the|run the motor car by the
reimbursed by the|motor car by the|employer);
employer; employer)

(ii) |the expenses on|Z 2000 (plus % 3000, if|{T 3000 (plus 33000, if
running and | chauffeur is also | chauffeur is also provided to
maintenance for | provided by the|run the motor car by the
private or personal|employer to run the|employer).
use are fully met by |motor car by the

the assessee;

employer).

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

(@)

such reimbursement is for
the use of the vehicle

no value, if the
documents specified in

no value, if the documents
specified in sub-rule (3)(c)

wholly and exclusively for |sub-rule (3)(c) are|are maintained by the
official purposes; maintained by  the|employer;
employer
(b) |such reimbursement is for|the actual amount of|the actual amount of

the use of the vehicle partly
for official purposes and
partly for personal or
private purposes of the
employee or any member

of his household.

expenditure incurred by
the employer as reduced
by the amount specified
in SL. No. (1)(c)(i) above,
if the conditions
mentioned in sub-rule
(3)(c) are fulfilled.

expenditure incurred by the
employer as reduced by the
amount specified in Sl. No.
(I)(c)(i) above, if the
conditions mentioned in

sub-rule (3)(c) are fulfilled.

Where the employee owns any o

ther automotive conveyance but the actual running and

maintenance charges are met or reimbursed to him by the employer and

(@)

such reimbursement is for
the use of the vehicle
wholly and exclusively for
official purposes;

no value, if the
documents specified in

sub-rule (2)(c) are
maintained by  the
employer

not applicable;
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SL Circumstances Where cubic capacity of | Where cubic capacity of
No. engine does not exceed engine exceeds 1.6 litres
1.6 litres or the motor
car is an electric vehicle
A B C D

the actual amount of
expenditure incurred by
the employer as reduced

such reimbursement is for
the use of vehicle partly for
official purposes and partly

for personal or private|by the amount of ¥3000 if

purposes of the employee. |the conditions
mentioned in sub-rule
(3)(c) are fulfilled.

(b)

©

(d)

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

()
(if) for other cars, in accordance with Table II: SI. No. (1)(b).

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

()

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

the employer has maintained complete details of journey undertaken for official
purpose which may include date of journey, destination, mileage and the amount of
expenditure incurred thereon; and

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

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

(4) The value of benefit provided by the employer to the employee or any member of his
household for goods, services or utilities, as referred to in column B of the following Table III,
shall be computed in accordance with column C thereof:

Table III
SI. No. | Nature of goods, Value of benefit of the goods, services or utilities provided
services or utilities
A B C
1. Services of a|The total amount of salary paid or payable by the employer or
sweeper, a gardener, |any other person on his behalf for such services as reduced by
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SL. No. | Nature of goods, Value of benefit of the goods, services or utilities provided
services or utilities
A B C

a watchman or a
personal attendant.

any amount paid by the employee for such services.

(@) Supply of gas,
electric energy or
water for the
consumption of the
employee’s
household by
purchasing them
from any outside
agency.

The amount paid by the employer to the agency supplying the
gas, electric energy or water, as reduced by any amount paid by
the employee in respect of such services.

(b) Supply of gas,
electric energy or
water for the
consumption of the
employee’s
household
from
owned

made
resources
by  the
employer, without
purchasing them
from any outside
agency

The amount of the manufacturing cost per unit incurred by the
employer, as reduced by any amount paid by the employee in
respect of such services.

(a) Provision of free
or concessional
educational facilities
for any member of
the employee’s
household.

The amount of expenditure incurred by the employer in this
regard, as reduced by any amount paid or recovered from the
employee on that account.

(b) Provision of free
or concessional
educational facilities
for any member of

employee

household, = where
the educational
institution is itself
maintained and
owned by the
employer.

Cost of such education in a similar institution in or near the
locality, as reduced by any amount paid or recovered from the
employee on that account, where the cost of such education or
value of such benefit per child exceeds

¥ 3,000 per month.
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employer who is
engaged in the
carriage of
passengers or goods,
to any employee
(not  being  an
employee of an
airline or the
railways) or to any
member of  his
household, for
personal or private
journey free of cost
or at concessional
fare, in any
conveyance owned,
leased or made
available by any
other arrangement
by such employer
for the purpose of
transport of
passengers or goods.

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

services or utilities

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

4. Provision by an|Value at which such benefit or amenity is offered by such

employer to the public as reduced by the amount, if any, paid by
or recovered from the employee for such benefit or amenity.

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

Table IV
Sl Nature of other Value of Conditions
No. benefits or perquisite
amenities
A B C D
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reimbursed by the
employer for any
holiday availed of
by the employee

Sl. | Nature of other Value of Conditions
No. benefits or perquisite
amenities

A B C D

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

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

2. |The wvalue of|It shall be the|(a) Where such facility is maintained by the
travelling, sum equal to the |employer, and is not available uniformly to all
touring, amount of the|employees, the value of benefit shall be taken to be
accommodation | expenditure the value at which such facilities are offered by
and any other|incurred by such |other agencies to the public; or
expenses paid for|employer in that - —
or borne  or|behalf. (b) 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 be an amenity; or

(c) where any official tour is extended as a vacation,
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S1. | Nature of other Value of Conditions
No. benefits or perquisite
amenities

A B C D
or any member of the value of such fringe benefit shall be limited to
his household, the expenses incurred in relation to such extended
other than period of stay or vacation as reduced by the
concession or amount, if any, paid or recovered from the
assistance employee for such benefit or amenity.
referred to in rule
277.

3. |The value of free|It shall be the|This provision shall not apply to
food and non-| Amount of|(a) free food and non-alcoholic beverages
alcoholic expenditure provided by such employer during working
beverages incurred by such hours at office or business premises or through
provided by the|employer as paid vouchers usable only at eating joints, to
employer to an|reduced by the the extent the value thereof in either case does
employee. amount, if any, not exceed 3200 per meal; or

f:clcc)lvere d fro(r)rI; (b) tea or snacks provided during working hours;

the employee for or

such benefit or|(c) free food and non-alcoholic beverages during

amenity. working hours provided in a remote area or an
off-shore installation.

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

5. |The amount of|It shall be the|There shall be no value of such benefit, where
expenses amount taken to | expenses are incurred wholly and exclusively for
including be the value of|official purposes and the conditions specified in
membership fees | perquisite sub-rule (5)(b) are fulfilled.
and annual fees|chargeable to
incurred by the|tax as reduced
employee or any|by the amount,
member of his|if any paid or
household, which |recovered from
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benefit to the
employee
resulting from the
use by the
employee or any
member of his
household of any
movable asset
(other than assets
already specified
in this rule and
other than
laptops,

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

Sl. | Nature of other Value of Conditions
No. benefits or perquisite
amenities

A B C D
is charged to a|the employee for
credit card |such benefit or
(including  any|amenity.
add-on-card)
provided by the
employer, or
otherwise,  paid
for or reimbursed
by such employer.

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

the employee for facilities are provided uniformly to all
such benefit or employees by the employer.
amenity.

7. |The wvalue of|It shall be
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SL

Nature of other
benefits or
amenities

Value of
perquisite

Conditions

B

C

computers, tablets
and mobile
phones)
belonging to the
employer or hired
by him.

the employee for
such use.

The value of
benefit to 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.

It shall be
determined to
be the amount
representing the
actual cost of
such assets to
the employer as
reduced by the
cost of normal
wear and tear
and as further
reduced by the
amount, if any,
paid or
recovered from
the  employee
being the
consideration
for such
transfer.

The cost of normal wear and tear shall be calculated
at the rate of

(@) 50% in case of computers and electronic items,
by reducing balance method;

(b) 20% in the case of motor cars, by reducing
balance method; and

(c) 10% in case of other assets,

of the cost of the asset for each completed year
during which such asset was put to use by the
employer.

The value of any
other benefit or
amenity, service,
right or privilege
provided by the
employer, except
expenses on
telephones,
including a
mobile phone.

It shall be
determined on
the basis of cost
to the employer
under an arm's
length
transaction  as
reduced by the
employee's
contribution, if
any.

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

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

(6) For the purposes of section 17(1)(d), the fair market value of any specified security or sweat
equity share, being an equity share in a company, on the date on which the option is exercised by
the employee, shall be determined as follows:-

@)

(b)

(d)

in a case where, on the date of the exercising of the option, the share in the company is
listed on a recognised stock exchange, the fair market value shall be the average of the
opening price and closing price of the share on that date on the said stock exchange,
subject to the provisions of clause (b);

in a case where, on the date of exercising of the option, the share is listed on more than
one recognised stock exchanges, the fair market value shall be the average of the opening
price and closing price of the share on the recognised stock exchange which records the
highest volume of trading in the share;

in a case where, on the date of exercising of the option, there is no trading in the share on
any recognized stock exchange, the fair market value shall be —

(i) the closing price of the share on any recognised stock exchange on a date closest to
the date of exercising of the option and immediately preceding such date; or

(ii) the closing price of the share on a recognised stock exchange, which records the
highest volume of trading in such share, if the closing price, as on the date closest to
the date of exercising of the option and immediately preceding such date, is
recorded on more than one recognised stock exchange;

in a case where, on the date of exercising of the option, the share in the company is not
listed on a recognised stock exchange, the fair market value shall be such value of the
share in the company as determined by a merchant banker on the specified date.

(7) For the purposes of section 17(1)(d), the fair market value of any specified security, not being
an equity share in a company, on the date on which the option is exercised by the employee, shall
be such value as may be determined by a merchant banker on the specified date.

(8) For the purposes of this rule —

@)

(b)

(d)

"accommodation" includes a house, flat, farm house or part thereof, or accommodation
in a hotel, motel, service apartment, guest house, caravan, mobile home, ship or other
floating structure;

"closing price" of a share on a recognised stock exchange on a date shall be the price of
the last settlement on such date on such stock exchange, and where the stock exchange
quotes both "buy" and "sell" prices, the closing price shall be the "sell" price of the last
settlement;

"entertainment" includes hospitality of any kind and also, expenditure on business gifts
other than free samples of the employer’s own product with the aim of advertising to the
general public;

"hotel" includes licensed accommodation in the nature of motel, service apartment or
guest house;
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