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Dear Members,

Our Association is going to complete its 40 years of 
glorious journey on 28 August 2022 and we shall be 
celebrating our Foundation Day with all our Members. It 
has been a long fabulous growth journey of our 
Association with a member strength of 1772, making us 
one of the largest Professional Association of Eastern 
India.

The Editorial Committee is glade to share the E-Journal for June 2022 
Quarter with you all. Hope Members will find it useful.

I would sincerely request all the Members to contribute useful articles and 
complications, which I assure, will find place in the next E-Journal, if found 
worthy of publication.

Wishing you a Happy CA Day in advance.

With regards

CA  MAHENDRA  K  AGARWAL
Chairman - DTPA Journal Committee
30th June, 2022
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Dear Friends,

I am immensely glad to connect with you in summer season and 
beginning of Monsoon. 

All the Members must be busy with replies to Notices u/s 148 of the 
I. T. Act 1961, filing of  I. T. Returns, Advance Tax payments and 
regular GST filings.

During the last month, we had Seminars imparting education to the Members.

All the programmes were well attended by our Members.

We have decided to organize Annual Tax Conference on 6th day of August, 2022. 
Members are requested to enroll for the same.

Foundation Day celebration of DTPA shall also be celebrated. Details of the 
programme shall be shared soon with you.

We are also in the process of finalising some new publications. Publication Team is 
working on it. The details would be announced soon.

Friends, Corona is again knocking at the door. So, I request you all to stay masked 
and keep distance. Please take care of yourself and your family.

Thanking you,

Yours faithfully,

Adv Kamal Kumar Jain

President - DTPA 

30th June, 2022

DISCLAIMER
Views expressed in the articles of this Journal are contributor's personal views. DTPA and its Journal Sub-Committee do not accept 
any responsibility in this regard. Although every effort has been made to avoid any error or omission in the Bullein, the DTPA and its 
journal Sub-Committee shall not be responsible for any kind of loss or damage caused to any one on account of any error or 
omission which might have occurred.
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The scope of Statement of Financial Transactions (SFT) 
under sec. 285BA has been expanded to widen the tax base. 
Transactions for which statement of financial transaction or 
reportable account is required to be furnished: Under section 
285BA, “statement of financial transaction or reportable 
account” is to be furnished as per Rule 114E in e-Form No. 
61A for the specified financial transactions registered or 
recorded by the concerned person/ party.

The items are to be reported by the specified persons are 
mainly the following:

1. A banking company or a co-operative bank or banking 
institution to which the Banking Regulation Act, 1949 
applies: 

a)  Payment made in cash for purchase of bank drafts or pay 
orders or banker's cheque of an amount aggregating to Rs.10 
Lakhs or more in a financial year. (b) Payments made in cash 
aggregating to Rs.10 Lakhs or more during the financial year 
for purchase of pre-paid instruments issued by Reserve Bank 
of India (c) Cash   deposits   or cash     withdrawals 
(including through bearer's cheque) aggregating to Rs.50 
Lakhs or more in a financial year, in or from one or more 
current account of a person.

2. A banking company or a co-operative bank or banking 
institution to which the Banking Regulation Act, 1949 
applies and / or  Post Master General : Cash deposits 
aggregating to Rs.10 lakh or more in a financial year, in one 
or more accounts (other than a current account and time 
deposit) of a person.

3. A banking company or a co-operative bank or banking 
institution to which the Banking Regulation Act, 1949 
applies and Post Master General; Nidhi referred to in 
section 406 of the Companies Act, 2013 and Non-banking 
financial company which holds a certificate of 
registration under section 45-IA of the Reserve Bank of 
India Act: One or more time deposits (other than a time    
deposit   made   through   renewal   of another time deposit) 
of a person aggregating to Rs.10 lakh or more in a financial 
year of a person. 

4. A banking company or a co-operative bank or banking 

institution to which the Banking Regulation Act, 1949 
applies or any other company or institution issuing credit 
card: Payments made by any person of an amount 
aggregating to (i) Rs.  One lakh or more in cash; or (ii) Rs.10 
lakh or more by any other mode, against bills raised in 
respect of one or more credit cards issued to that person, in a 
financial year.

5. A company or institution issuing bonds or debentures: 
Receipt from any person of an amount aggregating to Rs.10 
lakh or more in a financial    year    for    acquiring    bonds    
or debentures issued by the company or institution (other 
than the amount received on account of renewal of the bond 
or debenture issued by that company). 

6. A company issuing shares: Receipt from any person of an 
amount aggregating to ten lakh rupees or more in a financial 
year for acquiring shares (including share application 
money) issued by the company.

7. A company listed on a recognised stock exchange 
purchasing its own securities under section 68 of the 
Companies Act, 2013: Buy back of shares from any person 
(other than the shares bought in the open market) for an 
amount or value aggregating to Rs.10 lakh or more in a 
financial year.

8.  A trustee of a Mutual Fund or such other person 
managing the affairs of the Mutual Fund as may be 
authorised by the trustee:  Receipt from any person 
of an amount aggregating to Rs.10 lakh or more in a 
financial year for acquiring units of one or more 
schemes of a Mutual Fund (other than the amount 
received on account of transfer from one scheme to 
another scheme of that Mutual Fund).

9. Authorised person as referred to in section 2(c) 
of the Foreign Exchange Management Act, 1999: 
Receipt from any person for sale of foreign currency    
including   any   credit   of   such currency to foreign 
exchange card or expense in such currency through a 
debit or credit card or through issue of travellers cheque 
or draft or any other instrument of an amount 
aggregating to Rs.10 lakh or more during a financial 
year. 

Narayan Jain, LL.M., Advocate

STATEMENT OF FINANCIAL TRANSACTIONS 
UNDER SEC. 285BA AND ANNUAL INFORMATION 

STATEMENT UNDER SEC. 285BB
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10. Inspector-General appointed under section 3 of 
the Registration Act, 1908 or Registrar or Sub-
Registrar appointed under section 6 of that Act: 
Purchase     or    sale    by   any    person    of 
immovable property for an amount of Rs.30 lakh or 
more or valued by the stamp valuation authority at 
Rs.30 lakh or more . 

11. Any person who is liable for audit under section 
44AB : Receipt of cash payment exceeding Rs. 2 lakh 
for sale, by any person, of goods or services of any 
nature (other than those specified at Sl. Nos. 1 to 10, if 
any.)

12.  Annual Information Statement: Sec 285BB 
was inserted in Income Tax Act by the Finance Act, 
2022, 1961 and rule 114-I was inserted in Income 
Tax Rules, 1962 w.e.f. 01.06.2020. The purpose is  
to promote transparency and simplification in 
filing of Income tax returns. The new Form 26AS 
is an Annual Information Statement or AIS which 
will provide a complete profile of the taxpayer for 
a particular year. The CBDT may authorise the 
Principal Director General of Income-tax 
(Systems) or the Director General of Income-tax 
(Systems) or any person authorised by him to 
upload the information received from any officer, 
authority or body performing any function under 
any law or the information received under an 
agreement referred to in section 90 or section 90A 
of the Income-tax Act,1961 or the information 
received from any other person to the extent as it 
may deem fit in the interest of the revenue in the 
Annual Information Statement . 

12.1 The following information will contain in the 
Annual Information Statement:

 Part A: Permanent Account Number, 
Aadhaar Number, Name, Date of 
Birth/Incorporation/Formation, Mobile 
No., Email Address, and Address.Part B of 
Form 26AS will contain the following 
Information:

 1. Information relating to tax deducted or 
collected at source.

 2. Information relating to Specified 

Financial Transactions (SFT)

 3. Information relating to payment of taxes

 4. Information relating to demand and 
refund

 5. Information relating to pending 
proceedings

 6. Information relating to completed 
proceedings

 7. Any other information in relation to 
Rule 114-I(2)

12.2 Objectives of Annual Information 
Statement: The main objectives of AIS 
are: Display complete information to the 
taxpayer; Promote voluntary compliance 
and enable seamless pre-filing of return and 
Deter non-compliance

12.3 Main Features of new AIS are the 
following:

 a) Inclusion of new in for mation regarding 
In te res t ,  D iv idend ,  Secur i t i e s  
transactions, Mutual fund transactions, 
Foreign remittance etc.

 b) De-duplication of information and 
generation of a simplified Taxpayer 
Information Summary (TIS) for ease of 
filing return (pre-filling will be enabled 
in a phased manner).

 c) Use of Data Analytics to populate  PAN
in non-PAN data for inclusion in AIS.

 d) To enable Taxpayer to submit online 
feedback on the information display 
edin AI Sand also download information 
in PDF, JSON, CSV formats.

 AIS Utility will enable taxpayer to view AIS 
and upload feedback in offline manner.

AIS Mobile Application will enable 
taxpayer to view AIS and upload feedback 
on mobile.

2
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12.4 Important Steps for information 
processing steps for AIS Preparation are:

 PAN Population: In caseno valid PAN is 
available in the submitted in formation, the 
PAN will be populated on matching Aadhaar 
Number and other key attributes.

 Information Display: Generally, the 
reported information is displayed against the 
reported PAN holder. The information 
display logic for specific information such 
as property, bank account, demat account 
etc. aims to show information to relevant 
PAN holders to enable review and 
submission of feedback Information De-
duplication: Incase where similar 
information is reported under different 
information types (e.g. reporting of 
interest/dividend in SFT and ) the TDS
information with lower value will be marked 
as “Information is duplicate / included in 
other information” using automated rules.

 Taxpayer Information Summary (TIS) 
preparation: The information category 
wise aggregated information summary for a 
taxpayer is prepared after de duplication of 
information based on pre-defined rules. It 
shows processed value (i.e. value generated 
after de duplication of information based on 
pre-defined rules) and derived value (i.e. 
value derived after considering the taxpayer 
feedback and processed value) under eachin 
formation category (e.g.Salaries, Interest, 
Dividend etc.). The derived information 
may be used for pre-filling of Return.

13 AIS Feedback: The taxpayer will be able 
to view AIS information and submit 
following types of response on the 
information:

a) Information is correct

b) Information is not fully correct

c) Information relates to other PAN/Year

d) Information is duplicate / included in other 
information

e) Information is denied or Customized 
Feedback

 Taxpayers are advised to furnish proper 
feedback to avoid complications in 
assessments.

12.5 AIS Feedback Processing: The AIS 
Feedback processing approach is as under:

 The feedback provided by assessee will be 
captured in the Annual Information 
Statement (AIS) and reported value and 
modified value (i.e. value after feedback) 
will be shown separately.

 The feedback provided by assessee will be 
considered to update the derived value 
(value derived after considering the 
feedback from taxpayer) in Taxpayer 
Information Summary (TIS)

 Information assigned to other PAN/Year in 
AIS will be processed and information will 
be shown in the AIS of the taxpayer using 
automated rules.

 Incasetheassignedinformationismodified/
denied,thefeedbackwillbeprocessedinacco
rdancewithRiskManagementRulesandHig
hRiskfeedbackwillbeflaggedforseekingco
nfirmationfromtheinformation source.

 (Narayan Jain is  Chairman — 
Representation Committee of Direct 
Taxes Professionals Association and 
author of the books “How to Handle 
Income Tax Problems” and “Income Tax 
Pleading & Practice” with CA Dilip 
Loyalka).
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Business expenses mean any expenses which are 
spent wholly and exclusively for the purpose of 
business. Such expenses should have commercial 
expediency. Business expenses which are revenue 
in nature, are allowable as deduction u/s 37of 
Income Tax Act, 1961. Business expenses which 
are capital in nature are not claimed as deduction 
against income of current year of the assessee. 
Personal expenses are out of the purview of 
business expenses. However, business expenses 
incurred for any unlawful full business is not 
allowed to be claimed as deduction against 
business income.

The expression “for the purpose of the business” is 
essentially wider than the expression “for the 
purpose of earning profits”. It covers not only the 
running of the business or its administration but 
also measures for the Preservation of the business 
and protection of its assets and property.

Section 37 of the Income Tax Act, 1961is a 
residuary section for allowability of business 
expenditure and the same is given below:

 “37. (1) Any expenditure (not being expenditure of 
the nature described in sections 30 to 36 and not 
being in the nature of capital expenditure or 
personal expenses of the assessee, laid out or 
expended wholly and exclusively for the purposes 
of the business or profession shall be allowed in 
computing the income chargeable under the head 
“Profits and gains of business or profession”.

Explanation 1—For the removal of doubts, it is 
hereby declared that any expenditure incurred by 
an assessee for any purpose which is an offence or 

which is prohibited by law shall not be deemed to 
have been incurred for the purpose of business or 
profession and no deduction or allowance shall be 
made in respect of such expenditure.

Explanation 2.—For the removal of doubts, it is 
hereby declared that for the purposes of sub-
section (1), any expenditure incurred by an 
assessee on the activities relating to corporate 
social responsibility referred to in section 135 of 
the Companies Act, 2013 (18 of 2013) shall not be 
deemed to be an expenditure incurred by the 
assessee for the purposes of the business or 
profession.

(2B) Notwithstanding anything contained in sub-
section (1), no allowance shall be made in respect 
of expenditure incurred by an assessee on 
advertisement in any souvenir, brochure, tract, 
pamphlet or the like published by a political party”

As per above section, following conditions are 
required to be fulfilled for Allowability of business 
expenses -

 Such expenditure should not be covered under 
the specific section i.e., sections 30 to 36 of 
Income Tax Act, 1961.

 Expenditure should not be of capital nature

 The expenditure should be incurred during the 
previous year.

 The expenditure should not be of personal 
nature.

 The expenditure should have been incurred 
wholly or exclusively for the purpose of the 
business or profession.

Paras Kochar, Advocate

IMPACT OF BUSINESS EXPENSES 
DISALLOWED U/S 37(1) OF I.T. ACT, 1961

4
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 The business should be been commenced

 The expenditure should not be any illegal 
purpose or violative of any law of the land.

There are number of judgements in which it has 
been held that expenses incurred wholly and 
exclusively for the purpose of business or 
profession is a principal requirement for acid test as 
under –

 the Hon'ble Apex Court approving the observation 
of ATHERTON's case - 1926 AC 205 in the matter 
of EASTERN INVESTMENT LIMITED vs 
COMMISSIONER OF INCOME TAX reported in 
(1951) 20 ITR 1, held:

"a sum of money expended, none of necessity and 
with a view to a direct and immediate benefit to the 
trade, but voluntarily on the grounds of 
commercial expediency, and in order indirectly to 
facilitate the carrying on of the business, may yet 
be expended wholly and exclusively for the 
purposes of the trade", can be adopted as the best 
interpretation of the crucial words of Section 
10(2)(xv). The imprudence of the expenditure and 
its depressing effect on the taxable profits would 
not deflect the applicability of the section. The acid 
test, "did the expenditure fall on the assessee in 
this character as trader and was it for the purpose 
of the business".

The Hon'ble Apex Court in another case of 
Travancore Titanium Products Ltd vs 
Commissioner Of Income-Tax 1966 AIR 1250 has 
held as under: -

“The nature of the expenditure or outgoing must be 
adjudged in the light of accepted commercial 
practice and trading principles. The expenditure 
must be incidental to the business and must be 
necessitated or justified by commercial 
expediency. It must be directly and intimately 
connected with the business and be laid out by the 
taxpayer in his character as a trader. To be a 
permissible deduction, there must be a direct and 
intimate connection between the expenditure and 
the business”

The Hon'ble Rajasthan High Court in the case of 
Commissioner of Income Tax vs Rajasthan Spg. 
And Wvg. Mills Ltd. (2005) 198 CTR Raj 96has 
held as under: 

“Expression 'wholly and exclusively' does not 
denote 'necessarily'. The word 'wholly' refers to 
quantum of expenditure. The word 'exclusively' 
refers to motive, objective or purpose with which 
the particular expense has been incurred. 
Ordinarily, it is for the assessee to decide whether 
any expenditure should be incurred in the course 
of its or his business. Such expenses can be 
incurred voluntarily and without necessity. If it is 
incurred for promoting the business and to earn 
the profits, the assessee can claim the deduction”

In general parlance, it is said that since the 
expenses have been made through banking mode, 
the party is identifiable the expenses should be 
allowed U/s 37(1) of Income Tax Act, 1961 
against business income. But apart from this, the 
assessee may also be asked by the assessing 
officer to prove the rendering of services. How the 
AO may come to conclusion that services have 
been rendered or not is explained in the following 
illustration: -

Suppose, A claims in the return that he has paid RS 
100000/ as brokerage on sale of Textile goods. 
During course of scrutiny assessment 
proceedings, the AO asks for furnishing of 
evidences in support of the said claim of 
brokerage as expenses in return of income. The 
assessee furnishes brokerage bill, confirmation, 
Agreement, Bank statement, PAN of broker and 
other evidences. The learned AO apart from these 
documents further asks for furnishing of details of 
parties whom goods was sold through the broker 
and nature of services rendered by the broker. On 
receipt of such information, the AO proceeds 
further by issuing notices u/s133(6) of Income Tax 
Act, 1961 to the buyer if the assessee for identity 
of the broker and also for confirming services 
being rendered by the broker related to sale of 

5
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goods made to him.Sometimes the party refuses 
that he has not bought any goods from buyer. If AO 
is not satisfied by the replies furnished, he may also 
issue notice u/s 131 of Income Tax Act, 1961 on the 
broker for recording of his statement. During 
course of recording of statement If the broker fails 
to explain nature of services rendered by him or 
also fails to explain certain information related to 
party to whom he sold the goods for earning 
brokerage i.e., Name, phone number, Complete 
address of the party, Representatives of the 
assessee or his buyer whom he met during the deal, 
rate of brokerage, terms of transaction etc and 
various such other queries. If the AO is not satisfied 
with the replies of the broker made during 
recording of statement, he may make disallowance 
of the brokerage paid by the assessee as the AO is 
able to prove that no services were rendered by the 
broker.Therefore, simply production of 
preliminary evidences and mode of payment 
through banking channel to the broker, holding 
PAN etc. may not be sufficient for allowing 
business expenses against business income of the 
relevant year of the assessee.

The Hon'ble Delhi ITAT in the case of Income Tax 
Officer, Ward -1(3), Vs.     M/s. Alpasso Industries 
Pvt. Ltd in ITA NO. 4268/Del/2014had confirmed 
the addition made by the Ld. Assessing Officer for 
want of services rendered. The relevant portion of 
order passed by the Hon'ble Tribunal is given as 
under:-

“11. Further, the reliance placed by the assessee on 
the decisions in the case of SA Builders Ltd. Vs. CIT 
(Supra), Hero Cycles Private ITA No. 
4268/Del/2014 Limited Vs. CIT (supra) and CIT 
vs. Dalmia Cement (P) Ltd. (supra) are also of no 
assistance as in those decisions, it is held that once 
nexus is established between the expenditure and 
the purpose of business, then Revenue cannot 
justifiably claim to put itself in the armchair of the 
businessman and disallow the expense. But in the 

instant case the prerequisite of establishing 
services rendered by the sub-agent, has not been 
fulfilled by way of producing relevant 
documentary evidences. Accordingly, the ratio of 
the decisions in those cases, cannot be applied 
over the facts of the instant case.

12. In view of above discussion, we set aside the 
order of the Ld. CIT- (A) on the issue in dispute 
and restore that of the Assessing Officer. 
Accordingly, the ground of appeal of the 
Revenue is allowed.”

In another case of M/s.Akik Tiles Pvt. Ltd vs. The 
J t . C i t . , M e h s a n a  R a n g e  i n  I TA N o .  
966/AHD/2013, the Hon'ble Ahmedabad 
Tribunal had also given similar findings by 
holding as under :-

“18. We have heard the rival contentions of both 
the parties and perused the materials available on 
record. There is no ambiguity to the fact that the 
AO is not expected to interfere in the decision 
making process of the assessee. In the business 
environment, there are certain decision which are 
taken by the assessee depending upon the market 
forces. However, the primary onus lies upon the 
assessee at least to justify based on the 
documentary evidence that the business decision 
were taken in the course of the business as 
mandated under the provision of section 37 of 
the Act. But in the given case we note that the Ld. 
AR has just tried to justify the genuineness of the 
expenses which has been not doubted by the 
authorities below. What has been doubted, were 
the services which were rendered by the 
consultants as discussed above. To this effect no 
satisfactory explanation was furnished by the Ld. 
AR for the assessee before us. Therefore, we do not 
find any ambiguity in the order of the authorities 
below.

Hence, the ground of appeal of the assessee is 
dismissed.”

6
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Double impact of additions made by 
invokingSection 115BBE of I.T.Act, 1961

The Taxation Laws (Second Amendment) Act, 
2016 (No. 48 of 2016) was passed by the Hon'ble 
Lok Sabha of India on 29.11.2016. The Second 
Amendment Act, 2016 received the assent of the 
President on the 15th December, 2016 and is 
published for general information. The section 
115BBE of the Income tax was substituted by a 
new section 115BBE w.e.f. 1st April, 2017.

Theamended provisions of Section 115BBE of 
I.T.Act, 1961 are stated as under: 

“115BBE. (1) Where the total income of an 
assessee, —

(a) includes any income referred to in section 68, 
section 69, section 69A, section 69B, section 69C 
or section 69D and reflected in the return of income 
furnished under section 139; or

(b) determined by the Assessing Officer includes 
any income referred to in section 68, section 69, 
section 69A, section 69B, section 69C or section 
69D, if such income is not covered under clause 
(a),

the income-tax payable shall be the aggregate of—

  (i) the amount of income-tax calculated on the 
income referred to in clause (a) and clause (b), at 
the rate of sixty per cent; and

 (ii) the amount of income-tax with which the 
assessee would have been chargeable had his total 
income been reduced by the amount of income 
referred to in clause (i).

(2) Notwithstanding anything contained in this Act, 
no deduction in respect of any expenditure or 
allowance or set off of any loss shall be allowed to 
the assessee under any provision of this Act in 
computing his income referred to in clause (a) and 
clause (b) of sub-section (1).”

The government made two changes in the amended 
section: -

1. Reflected in the return of income 
furnished under section 139 of Income 
Tax Act, 1961

2. Taxation at flat rate of sixty per cent.

As per the old provisions, if any assessing officer 
finds or assesses any income by invoking the 
provisions of  section 68, section 69, section 69A, 
section 69B, section 69C or section 69D of 
Income Tax Act, 1961, such income was required 
to be taxed @ 30%. However, as per amended 
provisions, the rate of tax at which such income 
required to be taxed has been changed to 60%. 
Further, the amendment provision also covers the 
transactions declared by the assessee in its return 
of income u/s 139 of Income Tax Act, 1961, which 
are later found to be unexplained.

The impact of such disallowance, as stated in the 
illustration mentioned earlier, may be doubled if 
provisions of section 115 BBE of Income Tax Act, 
1961 are invoked by the Assessing Officer i.e. If 
the expenses claimed by the assessee are found to 
be bogus and it is established that expenses were 
in the nature of accommodation entry, then not 
only such expense will be disallowed u/s 69C of 
Income Tax Act, 1961 but it shall attract 
theprovisions of section 115 BBE of Income Tax 
Act, 1961 and a tax rate of 60%. Further, the 
assessment of the broker can also be reopened u/s 
148 of Income Tax Act, 1961and income shown 
by him as brokerage may be treated as income 
from other sources and by applying section 115 
BBE of Income Tax Act, 1961, the 60% rate of tax 
can be charged in the case of broker also 
asbecause once it is established that the assessee 
has taken accommodation entries in the guise of 
brokerage, the brokerage received by payee also 
becomes bogus credit entries and attracts the 
provisions of Section 68 of Income Tax Act, 1961. 
Hence, such disallowance of expenses may lead to 
additions in the hands of payer as well as the 
payee.

Possibility of imposition of penalty u/s 271AAD 
of I.T.Act, 1961.

The Finance Act,2020, has introduced a new 
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section 271AAD in Chapter XXI – Penalties 
Imposable to discourage taxpayers to manipulate 
his books of accounts by recording false entries 
including fake invoices to claim wrong input credit 
in GST/VAT. The said section has been inserted 
following the investigation of Maharashtra Sales 
Tax Department, who had unearthed a scam of 
fictitious invoices in excess of Rs.10,000/- Crores 
claiming input credit of VAT under the Sales Tax 
Act. Even under the GST regime, the GST 
department unearthed few big scams of bogus 
invoices amounting to more than Rs.1,000/- crores, 
involving availing of GST Input Credit. The new 
section which was made effective from 1st April 
2020 reads as under –

“271AAD. (1) Without prejudice to any other 
provisions of this Act, if during any proceeding 
under this Act, it is found that in the books of 
account maintained by any person there is—

  (i) a false entry; or

 (ii) an omission of any entry which is relevant for 
computation of total income of such person, 
to evade tax liability,

the Assessing Officer may direct that such person 
shall pay by way of penalty a sum equal to the 
aggregate amount of such false or omitted entry.

(2) Without prejudice to the provisions of sub-
section (1), the Assessing Officer may direct that 
any other person, who causes the person referred 
to in sub-section (1) in any manner to make a false 
entry or omits or causes to omit any entry referred 
to in that sub-section, shall pay by way of penalty a 
sum equal to the aggregate amount of such false or 
omitted entry.

Explanation. —For the purposes of this section, 
"false entry" includes use or intention to use—

 (a) forged or falsified documents such as a false 
invoice or, in general, a false piece of 
documentary evidence; or

 (b) invoice in respect of supply or receipt of 

goods or services or both issued by the 
person or any other person without actual 
supply or receipt of such goods or services 
or both; or

 (c) invoice in respect of supply or receipt of 
goods or services or both to or from a 
person who does not exist.]”

The above section penalises all the false entries 
found in the books of accounts of an assessee and 
the amount of such penalty shall be less than equal 
to the total value of the entries which are found to 
be false/bogus. Hence,it is stated in context to the 
aforesaid illustration, that not only the provisions 
of section 115 BBE will be attracted, the AO may 
also invoke section 271AADof Income Tax Act, 
1961and impose 100% penalty on the total 
amount of brokerage expense claimed by the 
assessee and total amount ofincome from 
brokerage claimed by the broker as because the 
entries in their respective books were in the nature 
of accommodation and a false one.

Further, Penalty u/s 270A of Income Tax Act, 
1961 may also be imposed on both assessee and 
the broker for misreporting of income.

Conclusion

In the faceless era of assessment,we shall witness 
such additions more frequently as time passes 
by.Transient of information from one officer to 
another officer or assessment unit is now more 
likely than earlier. In time to come, it will be more 
difficult for the tax practitioners to handle faceless 
assessment where such addit ions and 
disallowances will be common. Apart from 
section 37(1), there are other sections in Income 
Tax Act which prohibits an expenditure for 
deduction against income either fully, partly or not 
during the relevant financial year in which such 
expenses were incurred.However, section 37(1) 
of Income Tax Act, 1961 is basic test for 
allowability of business expenditure against 
business income of the assessee.
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SECTION 92C OF THE INCOME-TAX ACT, 1961 
- TRANSFER PRICING - COMPUTATION OF 
ARM'S LENGTH PRICE

Talisma Corporation (P.) Ltd. v. Deputy 
Commissioner of Income-tax - [2022] 138 
taxmann.com 260 (Bangalore - Trib.)

Comparables, functional similarity - Software 
manufacturer : Where assessee-company was earlier 
characterised as manufacturer of software product and 
subsequently assessee was characterised in different 
way, matter was remanded back to TPO for de novo 
verification .

Talisma Corporation (P.) Ltd. v. Deputy 
Commissioner of Income-tax - [2022] 138 
taxmann.com 260 (Bangalore - Trib.) Adjustments

Interest : Outstanding receivables would constitute an 
international transaction and interest on receivables 
was to be computed at LIBOR rate + 2% .

Assistant Commissioner of Income-tax, Circle 10(2) 
v. GP Global Energy (P.) Ltd. - [2022] 138 
taxmann.com 484 (Delhi - Trib.)

TP Adjustment - others : In rectification order u/s 
154,TPO cannot disallow aggregation of negative 
values allowed by him in original order, CIT (A) 
justified in directing TPO to use customs data to 
benchmark import of fuel oil/HSD .

ANSR Global Corporation (P.) Ltd v. ACIT - [2022] 
139 taxmann.com 283 (Bangalore - Trib.)

Comparability factors - Turnover filter : High turnover 
is good ground for excluding companies as not 
comparable with company that has low turnover 
.Comparability factors - Related party transactions : 
RPT filter has to be applied adopting threshold limit of 
15 per cent when good number of comparables are 
available .

ANSR Global Corporation (P.) Ltd v. ACIT - [2022] 
139 taxmann.com 283 (Bangalore - Trib.)

Comparability factors - Intangible assets : By merely 
pointing out that there is substantial increase in value 
of intangible assets, assessee cannot seek to exclude 
any company from list of comparable companies, 
unless assessee is able to show that presence of 
intangibles is owing to factors which can affect 
functional comparability of such company with 
assessee.

ANSR Global Corporation (P.) Ltd v. ACIT - [2022] 
139 taxmann.com 283 (Bangalore - Trib.)

Comparable, functional similarity - Software 
consultancy/development services : Where assessee 
had merely argued that a company was functionally 
different with reference to certain information in 
website, but said company satisfied various filters 
adopted by TPO, since information in website cannot 
be given credence as they are generally forward 
looking statements with advertisement and 
promotional motives, said company was functionally 
comparable to assesse.

Kellogg India (P.) Ltd. v. Assistant Commissioner of 
Income-tax - [2022] 139 taxmann.com 205 
(Mumbai - Trib.)

 AMP expenses : ALP adjustment in respect of AMP 
expenditure could not be made where assessee 
incurred AMP expense with a view to market and 
promote its own manufactured products by making 
payments to third parties in India and there was no 
express arrangement/agreement between assessee and 
AE for incurring such expenditure to promote brand of 
AE .

Kellogg India (P.) Ltd. v. Assistant Commissioner of 
Income-tax - [2022] 139 taxmann.com 205 
(Mumbai - Trib.)

 Purchases/imports : Where assessee-company 

LATEST INCOME TAX JUDGEMENTS

CA Manju Lata Shukla
manju_asso@rediffmail.com

9



e-JournalDTPAe-JournalDTPA

April - June, 2022DTPA
JournaleJournalee

imported goods from Singapore AE for distribution in 
India, for benchmarking transaction of import 
Singapore AE which was remunerated on mere cost 
plus markup basis and undertook only limited functions 
would be least complex entity to be taken as tested party 
for assessee carrying on multiple functions and bearing 
significant entrepreneurial risk in India .

TV 18 Broadcast Ltd. v. Assistant Commissioner of 
Income-tax, Central 16(1), Mumbai - [2022] 139 
taxmann.com 469 (Mumbai - Trib.)

Interest : No TP adjustment is to be made for 
subscription by Indian co to interest-free OCDs issued 
by its foreign AE .

SECTION 9 OF THE INCOME-TAX ACT, 1961 - 
INCOME - DEEMED TO ACCRUE OR ARISE IN 
INDIA

Hapag Lloyd India (P.) Ltd. v. Principal 
Commissioner of Income-tax - [2022] 139 
taxmann.com 128 (Bombay)

Dividend - Others : Where assessee filed an application 
under section 264 on ground that it had inadvertently 
failed to claim benefit of article 10 of India-Kuwait 
DTAA, under which dividend distribution was taxed at 
a lower rate, Commissioner committed an error in 
rejecting application on ground that claim of return of 
excess DDT had not been made at time of filing original 
return of income as well as revised return of income as 
section 264 does not limit power to correct errors 
committed by subordinate authorities and could even be 
exercised where errors are committed by assesse.

Deputy Commissioner of Income-tax v. Marubeni 
Corporation - [2022] 139 taxmann.com 458 
(Mumbai - Trib.)

10% tax rate on interest income on Article 11(2) of 
Indo-Japan DTAA is inclusive of surcharge and health 
& education cess .

SECTION 115JB OF THE INCOME-TAX ACT, 
1961 - MINIMUM ALTERNATE TAX - PAYMENT 
OF

Principal Commissioner of Income-tax v. MC 
NallySayaji Engineering Ltd. - [2022] 138 
taxmann.com 262 (Calcutta)

Computation of : Where assessee was engaged in 
manufacture and supply of goods and in terms of 
contract executed between assessee and customer a 
certain percentage of invoice amount raised by 
assessee was retained by customer as retention money 
to be paid after successful completion of contract, in 
view of decision of Calcutta High Court in case of CIT 
v. Simplex Concrete Piles (India) (P.) Ltd. [1989] 45 
Taxman 370/179 ITR 8 retention money could not be 
included in computing book profits under section 
115JB.

SECTION 144 OF THE INCOME-TAX ACT, 1961 
- BEST JUDGMENT ASSESSMENT

Rati Ram Bambelwal v. National Faceless 
Assessment Centre,  Delhi -  [2022] 138 
taxmann.com 261 (Rajasthan)

Validity of assessment : Where Assessing Officer 
completed assessment under section 143(3) and 
thereafter he issued notice under section 148 to reopen 
such assessment and since assessee did not reply to 
notice Assessing Officer issued a final notice under 
section 144 and assessee filed reply to such notice 
within time permitted and despite this assessment 
which was carried out through faceless assessment 
system did not acknowledge such reply and Assessing 
Officer proceeded to complete assessment by making 
certain addition, order of assessment suffered from 
violation of principles of natural justice .

SECTION 220 OF THE INCOME-TAX ACT, 1961 
- COLLECTION AND RECOVERY OF TAX - 
WHEN TAX PAYABLE AND WHEN ASSESSEE 
DEEMED IN DEFAULT

Rajendra Kumar v. Assistant Commissioner of 
Income-tax, Central Circle - I - [2022] 138 
taxmann.com 490 (Rajasthan)

HC imposes costs of Rs.50,000 on Income-Tax 
Department for high-handed action of illegal recovery 
of disputed demand pending appeal .

Provisions of sec. 40A(3) not applicable if assessee 
made cash payment for purchase of stock-in-trade: 
Pune ITAT

Vikrant Happy Homes (P.) Ltd. v. DCIT 2022
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Tribunal held that it is settled law as rightly pointed 
assessee when there is no deduction no disallowance 
would follow. In the instant case, the fact remains 
admitted that the sellers from whom the assessee 
purchased lands identified the transaction and also 
acknowledged the cash payments. It shows that the 
transaction was genuine.

Therefore, there was merit in the contention of assessee 
that the expenditure incurred in cash forming part of the 
closing stock for which no deduction had not been 
claimed while computing the income under the 
business head, the question of disallowance under 
section 40A(3) does not arise.

Time limit provided by sec. 132B for release of seized 
doc. after 120 days is mandatory and not directory: 
HC

Ashish JayantilalSanghavi[2022] 139 taxmann.com 
126 (Gujarat)

Where assessee-company had filed various 
applications under section 132B for release of 
diamonds seized during search conducted upon 
company, namely AD, however, revenue retained said 
asset even after expiry of 120 days from date of last 
authorization for search, such seized diamonds were to 
be released to assessee in view of provision of section 
132B(1)

Section 132B of the Income-tax Act, 1961 - Search and 
seizure - Retained assets, application of (Period of 
limitation) - Assessee-company was engaged in 
business of diamonds - It had sold polished diamonds 
for certain consideration to a company, namely AD - A 
search and seizure was conducted at business of AD, 
wherein assessee's employee was found to be in 
possession of said polished diamonds and same were 
seized - Assessee filed various application for release of 
such diamonds, however, even after expiry of 120 days 
from date of last authorizations for search, revenue 
retained said asset - It was noted that time limit provided 
in proviso to clause (i) sub-section (1) of section 132 
was mandatory and not directory and it was not 
permissible to read same as being merely permissible - 
Whether, therefore, in view of provisions of section 
132B(1), revenue was to hand over seized 
asset/diamonds to assessee - Held, yes 

SECTION 32 OF THE INCOME-TAX ACT, 1961 - 
D E P R E C I A T I O N  -  A D D I T I O N A L  
DEPRECIATION

Principal Commissioner of Income-tax v. Ananda 
Bazar Patrika (P.) Ltd. - [2022] 138 taxmann.com 
507 (Calcutta)

For assessment year 2003-04, where all machinery had 
been purchased by assessee much after 1-4-2002 for 
purpose of business and assessee was able to establish 
that by installing new machinery they had increased 
production capacity by more than 27 per cent, Tribunal 
had rightly held that assessee would be entitled to 
claim additional depreciation in respect of machinery 
so acquired, which had been used for purpose of 
business .

S.Srinivasaraghavan v. Assistant Commissioner of 
Income-tax - [2022] 139 taxmann.com 230 
(Madras)

Windmill : Generation of electricity by windmill 
should be equated to term 'manufacturing or 
production of article or thing, and, therefore, assessee 
was entitled to claim additional depreciation on 
windmill installed as per provision of section 
32(1)(iia) .

SECTION 45 OF THE INCOME-TAX ACT, 1961 - 
CAPITAL GAINS - CHARGEABLE AS

Avantha Realty Ltd. v. Assistant Commissioner of 
Income-tax - [2022] 139 taxmann.com 127 (Delhi)

Jurisdiction to examine transaction : Where assessee 
sold a property below circle rate cost of property, 
Assessing Officer had jurisdiction to examine in detail 
transaction .

SECTION 68 OF THE INCOME-TAX ACT, 1961 - 
CASH CREDITS

ACIT v. Jotindra Steel & Tubes Ltd. - [2022] 139 
taxmann.com 157 (Delhi - Trib.)

Sale of shares : Where AO accepted purchase of shares 
by assessee as genuine transaction, when sames shares 
were subsequently sold and sale proceeds were duly 
credited by assessee in profit and loss account, AO 
could not make addition under section 68 on ground 
that assessee introduced its own income in form of 
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proceeds from sale of shares .

Amar Jewellers Ltd. v. Assistant Commissioner of 
Income-tax - [2022] 139 taxmann.com 198 (Gujarat)

Accommodation entries : Where pursuant to survey 
under section 133A conducted by Investigating Wing 
on BAS, he admitted on oath that he was engaged in 
business of providing accommodation entries to 
beneficiaries in lieu of commission and had named 
applicant as one of recipients of accommodation entries 
and Assessing Officer after examining facts formed 
belief that income chargeable to tax had escaped 
assessment, proceedings of reassessment initiated in 
cases of applicant were justified .

SECTION 69A OF THE INCOME-TAX ACT, 1961 
- UNEXPLAINED MONEYS

ACIT v. Jotindra Steel & Tubes Ltd. - [2022] 139 
taxmann.com 157 (Delhi - Trib.)

Seized documents : Where AO made addition under 
section 69A with respect to cash receipts on basis of 
documents seized in course of search carried out in case 
of M group, in view of fact that assessee was never 
found to be in possession of any real money and, 
moreover, there was no mention of assessee's name in 
seized document, impugned addition were merely 
based on presumption and were to be deleted .

MGV Jain Jewellers (P.) Ltd. v. Income-tax Officer - 
[2022] 138 taxmann.com 482 (Delhi - Trib.)

Loose papers : Where pursuant to search conducted on 
third party 'K', certain documents were seized, where 
name of assessee was mentioned evidencing sale of 
gold made by assessee to 'K' and remittances received 
by assessee from 'K', addition of entire sale amount in 
hands of assessee could not be held to be valid as there 
was no dispute that sale to 'K' could not have been made 
without purchase of gold by assessee, hence, cost of 
gold had to be deducted from sale price and profit 
earned by assessee through sale was to be brought to tax 

SECTION 69C OF THE INCOME-TAX ACT, 1961 
- UNEXPLAINED EXPENDITURE

KedarNathBabbar v. Assistant Commissioner of 
Income-tax - [2022] 139 taxmann.com 129 (Delhi)

Reassessment : Where AO on perusal of tax evasion 
petition received from Investigation Wing observed 

that significant sums from over draft account of 
petitioner was being transferred to petitioner's son as 
interest free loan and interest expense incurred on said 
overdraft account was being fraudulently claimed as 
revenue expenditure to reduce taxable income of 
petitioner, since there was prima facie material on 
record for reopening assessment, issue of reopening 
notice was justified .

UNEXPLAINED INVESTMENTS

Smt. Gurjeet Kaur v. Income-tax Officer - [2022] 
139 taxmann.com 192 (Amritsar - Trib.)

Unexplained moneys : Where Assessing Officer made 
additions to assessee's income on basis of an 
agreement to sale, however, revenue was only in 
possession of photocopy of agreement alleged to have 
been executed and assessee was able to prove that 
same was an unregistered document, and assessee 
claimed to have sold land in question vide a registered 
sale deed, addition made to income of assessee under 
section 69, on basis of uncertified copy of an 
agreement to sell was not justified .

SECTION 144C OF THE INCOME TAX ACT, 
1961 - DISPUTE RESOLUTION PANEL

Adobe Systems India (P.) Ltd. v. Deputy 
Commissioner of Income-tax - [2022] 139 
taxmann.com 387 (Delhi - Trib.)

'Verification got done by TPO before passing order as 
per DRP's direction' does not extend limitation for 
passing assessment order u/s 144C(13).

SECTION 279 OF THE INCOME-TAX ACT, 1961 
-  O F F E N C E  A N D  P R O S E C U T I O N  -  
PROSECUTION TO BE AT INSTANCE OF 
CHIEF COMMISSIONER/COMMISSIONER

G.P. Engineering Works Kachhwa v. Union of 
India - [2022] 139 taxmann.com 130 (Allahabad)

Scope of provision : No limitation for submission or 
consideration of compounding application has been 
provided under sub-section (2) of section 279 and, 
therefore, compounding application of assessee could 
not have been rejected by Income-tax Authority 
concerned by relying on CBDT Circular dated 14-6-
2019 on ground of delay in filing application 
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SECTION 4 OF THE INCOME-TAX ACT, 1961 - 
INCOME - CHARGEABLE AS

Ranjani Enterprises (P.) Ltd. v. Income-tax Officer - 
[2022] 139 taxmann.com 208 (Chennai - Trib.)

Notional interest : Where assessee company advanced 
loans to its sister entity, since assessee agreed not to 
charge interest as per mutual understanding between 
both parties as said sister entity was facing financial 
crunch and further assessee also had business interest in 
its sister concern, Assessing Officer was not justified in 
making addition on account of notional interest on such 
outstanding loans advanced by assessee.

SECTION 37(1) OF THE INCOME-TAX ACT, 
1 9 6 1  -  B U S I N E S S  E X P E N D I T U R E  -  
ALLOWABILITY OF

Resolve Salvage & Fire India (P.) Ltd. v. Deputy 
Commissioner of Income-tax - [2022] 139 
taxmann.com 196 (Mumbai - Trib.)

Interest on delayed payment of TDS : Interest paid on 
delayed payment of TDS under section 201(1A) would 
be compensatory in nature and thus, was to be allowed 
as deduction.

SECTION 40A(3) OF THE INCOME-TAX ACT, 
1961  -  BUSINESS DISALLOWANCE -  
EXCESSIVE OR UNREASONABLE PAYMENTS

Shiv Shakti Traders v. ACIT - [2022] 139 
taxmann.com 193 (Delhi - Trib.)

Rectification of mistake : Where Assessing Officer 
completed assessment under section 143(3) and 
thereafter he on basis of audit objection to effect that 
assessee had made payments for purchasing of trading 
goods in violation of provisions of section 40A(3) 
passed a rectificatory order under section 154, 
overlooking mandatory provision of law in original 
assessment was apparent mistake of law rectifiable 
under section 154 .

SECTION 56 OF THE INCOME-TAX ACT, 1961 - 
I N C O M E  F R O M  O T H E R  S O U R C E S  -  
CHARGEABLE AS

Royal Accord Realtors (P.) Ltd. v. Deputy 
Commissioner of Income-tax - [2022] 139 
taxmann.com 197 (Mumbai - Trib.)

Share Premium : Provisions of section 56(2)(viib) or 
rule 11UA nowhere provides for rounding off to 
nearest rupee or multiple of ten or hundred, hence, 
where FMV of shares was determined at Rs. 3560.77 
per share as per rule 11UA, but shares were issued at 
Rs. 3600 per share, addition made on account of 
difference between FMV and actual consideration 
received by assessee in terms of section 56(2)(viib) 
was justified .

SECTION 276C OF THE INCOME TAX ACT, 
1961 - OFFENCE AND PROSECUTION - 
WILLFUL ATTEMPT TO EVADE TAX, ETC.

Dharampal R. Pandia v. Assistant Commissioner of 
Income-tax, Business Circle-X - [2022] 139 
taxmann.com 441 (Madras)

HC declines to quash prosecution against habitual tax-
evader who had huge income despite him clearing tax 
dues.

SECTION 2(22) OF THE INCOME-TAX ACT, 
1961 - DEEMED DIVIDEND

Deputy Commissioner of Income-tax v. Futurz 
Next Services Ltd. - [2022] 139 taxmann.com 199 
(Delhi - Trib.)

Loans and advances to shareholders : Advances in 
nature of commercial transactions are outside purview 
of provisions of deemed dividend under section 
2(22)(e).

SECTION 14A OF THE INCOME-TAX ACT, 1961 
- EXPENDITURE INCURRED IN RELATION 
TO INCOME NOT INCLUDIBLE IN TOTAL 
INCOME

Deputy Commissioner of Income-tax v. Futurz 
Next Services Ltd. - [2022] 139 taxmann.com 199 
(Delhi - Trib.)

Applicability : In absence of any exempt/dividend 
income during year, disallowance under section 14A 
was not permissible .

SECTION 36(1)(iii) OF THE INCOME-TAX ACT, 
1961 - INTEREST ON BORROWED CAPITAL

Deputy Commissioner of Income-tax v. Futurz 
Next Services Ltd. - [2022] 139 taxmann.com 199 
(Delhi - Trib.)

13



e-JournalDTPAe-JournalDTPA

April - June, 2022DTPA
JournaleJournalee

Interest free loans : Where assessee had business 
transactions with its group or sister concerns and had 
sufficient own capital and free reserves which were 
more than advances given to group concerns, there was 
no infirmity in order of Commissioner (Appeals) in 
deleting disallowance under section 36(1)(iii).

SECTION 145 OF THE INCOME-TAX ACT, 1961 - 
METHOD OF ACCOUNTING - VALUATION OF 
STOCK

Principal Commissioner of Income-tax v. Orissa 
State Police Housing & Welfare Corporation Ltd. - 
[2022] 139 taxmann.com 207 (Orissa)

Work-in-progress : Where basis for forming a view that 
profit element in WIP was not accounted for by assessee 
was absent in revisionary order of Commissioner and 
section 263 was invoked merely to remand matter to AO 
to verify correctness of submission made by assessee 
that profit element was accounted for in its income, 
impugned order was to be set aside .

SECTION 153A OF THE INCOME-TAX ACT, 
1961 - SEARCH AND SEIZURE - ASSESSMENT 
IN CASE OF

Deputy Commissioner of Income-tax v. Futurz Next 
Services Ltd. - [2022] 139 taxmann.com 199 (Delhi - 
Trib.)

Client code modification : Where AO during search 
found evidence of client code modifications done by 
assessee and its sister concerns which were not for 
genuine reasons and, accordingly, made addition on 
account of such client code modification, however, it 
was found that transactions on account of client code 
modifications done by group concerns were not found 
to be false and volume of client code modifications 
done was within permissible limit, order of 
Commissioner (Appeals) in deleting addition was 
justified .

SECTION 253 OF THE INCOME-TAX ACT, 1961 
- APPELLATE TRIBUNAL

Dwarka Portfolio (P.) Ltd. v. Assistant 
Commissioner of Income-tax - [2022] 139 
taxmann.com 477 (Delhi - Trib.)

Appeals to : Where name of assessee-company was 
struck down from RoC under section 248 of 
Companies Act, 2013, certificate of incorporation 
issued to such company could not be treated as 
cancelled and thus, appeal filed by it before Tribunal 
challenging order of revenue would be maintainable.
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1. Companies (Removal of Names of Companies from the Register of Companies) 

Amendment Rules, 2022- dated 09/06/2022

 Changes w.r.t. to STK-2, now in case of the said form two chances of resubmission shall be 
given by the ROC

 https://www.mca.gov.in/bin/dms/getdocument?mds=Ugmywq4B8mt%252B11VUDInIPw%
253D%253D&type=open

2. NFRA Amendment Rules 2022- dated 17/06/2022

 Changes in rule 13 of the said rules w.r.t. fine in case of non-compliances of the NFRA Rules.

 https://www.mca.gov.in/bin/dms/getdocument?mds=ALYJ%252BRnuB%252BCYMY4Llv02J

A%253D%253D&type=open

3. G.S.R. 439(E)-Companies (Appointment and Qualification of Directors) Second 

Amendment Rules, 2022- dated 10/06/2022

 Introduction of rule w.r.t. restoration of name of Independent Director in Databank.

 https://www.mca.gov.in/bin/dms/getdocument?mds=aLN2CSvwwwzNAnu%252BGj17uw%

253D%253D&type=open

4. Companies (Prospectus and Allotment of Securities) Amendment Rules, 2022- 

notification dated 05/05/2022

 Changes w.r.t. issue of securities to body corporate or individuals of countries sharing land 

border with India

 https://www.mca.gov.in/bin/dms/getdocument?mds=B400yqqCuZOFOzkykpo8KA%253D
%253D&type=open
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CS Atul Kumar Labh

�RELATED PARTIES AND RELATED PARTY 
TRANSACTIONS : IDENTIFICATION, APPROVAL 

AND MONITORING FOR LISTED ENTITIES�
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    (B) Related Parties under the Companies Act, 2013 : 

 

 

 

Related 
Parties 

under Section 
2(76) of the 
Companies 
Act, 2013 

“Related Party”, with reference to a company, means—

(i)  a director or his relative;

(ii)  a key managerial personnel or his relative;

(iii)  a firm, in which a director, manager or his relative is a 
partner;

(iv)  a private company in which a director or manager or his 
relative is a member or director;

(v)  a public company in which a director or manager is a 
director and holds along with his relatives, more than 
two per cent of its paid-up share capital;

(vi)  any body corporate whose Board of Directors, managing 
director or manager is accustomed to act in accordance 
with the advice, directions or instructions of a director or 
manager;

(vii)  any person on whose advice, directions or instructions a 
director or manager is accustomed to act: Provided that 
nothing in sub-clauses (vi) and (vii) shall apply to the 
advice, directions or instructions given in a professional 
capacity;

(viii)  any company which is :

 (A) a holding, subsidiary or an associate company of 
such company; or

 (B) a subsidiary of a holding company to which it is also 
a subsidiary;

 (C) an investing company or the venturer of the 
company; Explanation : “Venturer of a company” means 
a body corporate whose investment in the company 
would result in the company becoming an associate 
company of the body corporate.

(ix)  a director other than an independent director or KMP of 
the holding Company or his relative with reference to the 
Company.
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(C) Related Parties under SEBI - LODR, 2015 : 

Related 
Parties 

under Reg. 
2(zb) of SEBI 

- LODR 
Regulations, 

2015 

“Related party” means a related party as defined “

(a) under sub-section (76) of section 2 of the 
Companies Act, 2013; or

(b)  under the applicable accounting standards; 

Provided that :

(a)  any person or entity forming a part of the promoter 
or promoter group of the listed entity; or

(b)  any person or any entity, holding equity shares:

 (i)  of twenty per cent or more; or

 (ii)  of ten per cent or more, with effect from April 
1, 2023; in the listed entity either directly or on 
a beneficial interest basis as provided under 
section 89 of the Companies Act, 2013, at 
any time, during the immediate preceding 
financial year; shall be deemed to be a 
related party:”

(D) Related Parties under Accounting Standards : 

Related 
Parties 
under 

Accounting 
Standards : 
(Ind-AS) 24 

A related party is a person or entity that is related to the entity 
that is preparing its financial statements :

(a)  A person or a close member of that person’s family is 
related to a reporting entity if that person :

 (i)  has control or joint control over the reporting 
entity; 

 (ii)  has significant influence over the reporting entity; 
or

 (iii)  is a member of the key management personnel of 
the reporting entity or of a parent of the reporting entity.

(b)  An entity is related to a reporting entity if any of the 
following conditions applies:
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 (i)  The entity and the reporting entity are members of 
the same group (which means that each parent, 
subsidiary and fellow subsidiary is related to the 
others).

 (ii)  One entity is an associate or joint venture of the 
other entity (or an associate or joint venture of a 
member of a group of which the other entity is a 
member).

 (iii)  Both entities are joint ventures of the same third 
party.

 (iv)  One entity is a joint venture of a third entity and the 
other entity is an associate of the third entity.

 (v)  The entity is a post-employment benefit plan for 
the benefit of employees of either the reporting 
entity or an entity related to the reporting entity. If 
the reporting entity is itself such a plan, the 
sponsoring employers are also related to the 
reporting entity.

 (vi)  The entity is controlled or jointly controlled by a 
person identified in (a).

 (vii)  A person identified in (a)(i) has significant 
influence over the entity or is a member of the key 
management personnel of the entity (or of a parent 
of the entity).

3. Identification of Related Party Transactions   

    (A) Related Party Transactions are defined under different provisions  : 

Related 

Party 

Transactions 

Related Party 
Transactions 
under Reg. 

2(zc) of SEBI 
- LODR, 

2015 

 
Accounting 
Standards : 

(Ind-AS) 
24 
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    (B) Related Party Transactions under SEBI-LODR, 2015 : 

Related Party 
Transactions 
under Reg. 

2(zc) of SEBI-
LODR, 2015 

“Related Party Transaction” means a transaction involving 

a transfer of resources, services or obligations between:  

 

(i) a listed entity or any of its subsidiaries on one hand 

and a related party of the listed entity or any of its 

subsidiaries on the other hand; or  

 

(ii) a listed entity or any of its subsidiaries on one hand, 

and any other person or entity on the other hand, the 

purpose and effect of which is to benefit a related party 

of the listed entity or any of its subsidiaries, with effect 

from April 1, 2023;  

 

regardless of whether a price is charged and a “transaction” 

with a related party shall be construed to include a single 

transaction or a group of transactions in a contract. 

Note :  

(i)  "Related Party Transaction" has not been defined under the Companies Act, 2013 and hence all 

transactions with Related Parties with respect to the transactions mentioned vide Section 188 

of the said Act will be governed by the applicability of the said provisions read with rules 

related thereto. 

(ii) Each Director and Key Managerial Personnel is responsible for providing notice to the 

Board/Audit Committee of any potential Related Party Transaction involving him or her or his 

(C) Related Party Transactions under Accounting Standards :

Related Party 
Transactions 
under Accounting 
Standards : 
(Ind -AS) 24 

A related party transaction is a transfer of resources, 

services or obligations between a reporting entity and 

a related party, regardless of whether a price is 

charged. 
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or her Relative, including any additional information about the transaction that the Board/Audit 

Committee may reasonably request. The Board/Audit Committee will determine whether the 

transaction does, in fact, constitute a Related Party Transaction requiring compliance with this 

policy statement. The Board/Audit Committee may delegate such powers to the officer(s) of 

the Company as it deems fit. 

(iii)   The Compliance Officer or Chief Financial Officer shall at all times: 

a. Identify and keep on record Company’s Related Parties, along with their personal/ 

company details. 

 
b. The Compliance Officer or Chief Financial Officer shall identify such managers, 

departmental heads and such other employees (Designated Employees) who are 

responsible for entering into contracts/ arrangements/ agreements with entities for and 

on behalf of the Company and circulate the list of Related Parties to all such Designated 

Employees of the Company along with the approval thresholds for entering into 

transactions with such listed Related Parties. 
 

c. The Compliance Officer or Chief Financial Officer shall also set down the mechanism 

for reporting of such transactions proposed to be entered or entered with related parties 

by such Designated Employees as specified in (b) above.  

d. The record of Related Parties shall be updated whenever necessary and shall be 

reviewed at least once a year, as on 1st April every year. 
  

e.      Ensure that Senior Management Personnel discloses to the Audit Committee relating to 

all material, financial and commercial transactions with Related Parties, where they 

have personal interest that may have a potential conflict with the interest of the listed 

entity at large. 

 

 

                                                                                RPT 

 

 

 

 

         Ok 

                                   Yes                                                                             No                          

 
   Company  

     RP 

Pre-

approved by        

Audit 

Committee
 

Can't  
proceed 

4. Procedure for review and approval of Related Party Transactions  
 

(A) All RPTs and subsequent material modifications thereto must be pre-approved by the Audit 

Committee : 
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(B) Audit Committee may grant Omnibus Approval for a financial year : 

                                                                                                   No 

                                              Yes 

RPTs foreseen and details, 

viz, name, nature, duration, 

amount, etc. are available

 

Audit Committee can give omnibus Approval 

with subsequent material modifications to RPTs 

Omnibus Approval can 

be given subject to 

value not exceeding Rs. 

1 Crore per transaction 

 

(C) Post Audit Committee approval, certain RPTs need to be approved by the Board too:  

                                                                                                   No 

Board 

Approval 

not 

needed 

                                                           No 

Board Approval 
needed 

Whether RPTs are with respect to :

(a)  sale, purchase or supply of any goods or materials;

(b)  selling or otherwise disposing of, or buying, property of any kind;

(c)  leasing of property of any kind;

(d)  availing or rendering of any services;

(e)  appointment of any agent for purchase or sale of goods, materials, 
services or property;

(f)  such related party’s appointment to any office or place of profit in the 
company, its subsidiary company or associate company; and

(g)  underwriting the subscription of any securities or derivatives 
thereof,  of  the  company.

                                                           Yes 
                                                              

 

 

 

 

 

 

 

                                                                                                                                      Yes 

 

 

 

 

 

Whether aforesaid
(i) transactions entered into by the company are 
in its ordinary course of business;
and
(ii) transactions are at an arm’s
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(D) All RPTs exceeding materiality thresholds would need shareholders prior approval too : 

(a) Related Party Transactions other than transactions referred to in Section 188, and where Audit 

Committee does not approve the transaction, it shall make its recommendations to the Board.  

(b) The Audit Committee shall mandatorily review on quarterly basis the statement of related party 

transactions entered by the Company during the quarter. 

                                                                                                                                      No 

 

                                                           Yes   

Sharehold

ers' 

approval 

not 

needed 

Shareholders' Approval 

needed 

Whether :
a. Transactions with RPT exceeds Rs. 1,000 Crore 
in a financial year or 10% of the
consolidated turnover;
b. Payment for brand usage/royalty exceeding 5% 
of the consolidated turnover
c. RPTs specified under Section 188 of the 
Companies Act, 2013 exceeding the thresholds 
laid down in Rule 15 of the Companies (Meetings 
of Board and its Powers) Rules, 2014.

(c) If prior approval of the Board /general meeting for entering into a Related Party Transactions 

in terms of the provisions of Section 188 read with rules related thereto, is not feasible, the n

the Related Party Transaction shall be ratified by the Board/ general meeting, as the case may 

be, within 3 months of entering in the Related Party Transaction. 

(d) All entities falling under the definition of related parties shall not vote to approve the relevant 

transaction irrespective of whether the entity is a party to the particular transaction or not  
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5. Related Party Transactions' requiring prior approval of the Audit Committee  

Following type of transactions with subsequent material modifications thereto will fall within the 

ambit of Related Party Transactions' for which prior approval of the Audit Committee would be 

Company      RP of the Company 

Company  RP of any Subsidiary of 

the Company 

Unlisted 

Subsidiary 

of the 

Company 

RP of the 

Company 

Only if the transaction 
value exceeds 10% of 
consolidated turnover of 
the
Company (w.e.f. 
01.04.2023 : 10% of
the standalone turnover 
of the Subsidiary 
Company) in a
financial year

i.

ii.

iii.

iv. 
Unlisted 

Subsidiary 

of the 

Company 

RP of any 

Subsidiary of 

the Company 
Only if the transaction 
value exceeds 10% of 
consolidated turnover of 
the Company (w.e.f. 
01.04.2023 : 10% of the 
standalone turnover of 
the Subsidiary Company) 
in a financial year
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v. 

Company/

Unlisted 

Subsidiary 

of the 

Company 

any 

non-RP person or 

entity 

 

Only if the purpose 

and effect of which is 

to benefit any RP of 

the Company or any 

of its subsidiaries. 

(w.e.f. 01.04.2023) 

Note : 

 

(a)  Prior approval of the audit committee of the Company will not be required for a related party 

transaction to which the listed subsidiary of the Company is a party but the Company is not a 

party, if the listed subsidiary company complies with the requirements of prior appro val of their 

audit committee for such transactions. 

 

(b) No approval is required in the following cases : 

 

(i)  transactions entered into between the Company and its wholly owned subsidiary whose 

accounts are  consolidated with the Company and placed before the shareholders at the 

general meeting for approval.  

 

(ii) transactions entered into between two wholly-owned subsidiaries of the Company, whose 

accounts are consolidated with the Company and placed before the shareholders at the 

general meeting for approval. 

 

 

                                                              ------- ****------ 
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