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IESKERID]
(Trere fawm)
(FHT T FL TE)
CIPECET
TS faoett, 25 fawe, 2023
AT-FT
TT.#1.17. 685(31).— FeeT TAE FT TS, MA-FT ATATT, 1961 (1961 FT 43) &t &7 295 F
T 9f5d g 56 AT STUTT (2) * @< (vii@) & TISH0T 6 @< (F) % 3U@e (i) T Tacd gqaaair &7
TN T g0 AE-HT [HaH, 1962 FT ¥ e 2 & forg [Awaferfaa f=w aamar g, sraiq-
1. FTereg AT i YRW.~(1) =7 R 7 "fereg 91 sr-+7 (Shiear gege) ==, 2023 81
(2) T TTIS § ATAHAAT & THTA T T T T i |
2. AF-FT 3, 1962 & a8 119% & A+ (2) % " 9 Feferiad Sufas T@r ST, T9id:-
“(2) 3afHaH (1) F @2 (1) & FATRATT IUEE (@) TT ITEE () § A FBheT a1a = gra gu of-

(37) &TXT 56 T ITUTT (2) F G (Vii@) F TTSTHIT o G (F) *F 3TGE (i) F TISAT 6 o7 Fle T51
TR0 T AT S FT I AT God, UH e Agl o0 STeTer 9 & edihd arig 9¢ 4o
BT, 3aT, S et grr G Faet a sfawd ama B Smar §; [ & & oy,
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SUEE (F), SUEE (), STEE () AT 3UEE (F) F qefi v srer Feathdt grr Gt siffard &
gfawer s T Smar g, RgiRdr & GFer 7w SuEs (%) ° (F) & adi= FAufafea T o
AT -

(%) 12 Tt 0 IT0 FqIET0T AT FT I AT God - =(F-3) % [AR/TS], STEi-

% = AT | FRET e BT aEr o d qF-HT ATATTAH F AT FHIT T FEAT AT HAZOT AT ARH

F R T H Ta< T FS T AT F €T § A7 F0F T G T2 0 w7 F R ST ST
AETAT & & | qoA9= § IATS TS il THA o0 Savid Areq g =37 & afeied e off g 5

Bl sl Y g w1 wiRffEe a2 F#2ar g

T = QOIS | 0T It 1 et 4o, e Aefofea e afafea 98t gen, sraia-

(i) ATLTIOT ST F " § Haw g,

(ii) SIfEATT QY i |TLTIOT S U¥ ATHIT % I F U qurd Tt W€ T STgr UAT Ardi,
FOAT o ATLTOT (AT 7 S 9% $qeor it e % 4 q1Ud Al %647 T4 2;

(iii}) sraeror & forw qug w@ TU sreferdt & for, smeferd siw srfsrery, 9y 3§ T At 7 g
ST, TROTTHT 3t TfE ST g

(iv) FeTE * T IUEel FT Tiafaieea 3T aTel fils A, ATTH AT 6 7 & u%
ST AT TAGYT T TR T o T § HIT 0 FHls LA ATMAHT o6 T § 4T Fleh T gTLT T2 70
®] § RO ST ST Mfeqdql & &7 § @I § 39078 T2 Ale ThA e faiq e =17 &
afemres e $ft & ST Foeft sfeq &t qe 1 wiafAfeca 78t F2ar g;

(v) srtsrfatara, afat & foer et arfaeat & @1 3 % forg g sro s =61 sfafatees
ATAT FIE T,

(vi) FE=AT AT ST F Y W €I AT F FhrAT F 9, THATHT it i W FT 5
foro = wfafataea = & oo 2 =,

T = Had AT AT g1 1 FeT LA o8 o= #§ (95 o @ 2

T = UH "L AT h7 AT G, AT

(@) Fle Tl 0 TT QIR A7 FT 3T aTe geF fAfawe 9w g5 99 Tae TS F Sqa
et AToTiSas ST g7 AqeTRa g |

(1) Stet strferw goft fAfer ar strfer §oft soeft =7 fafafee e & e 72 B o areamor a7t %
TRt & forT ST 9Tt STRd 3T STawher ST foRaT STTaT €, UF STawer o qeea Tt |Temor Qs
T T TH IURAT & Awed 97, 39 G O Aemer EE & 36d A 97§ ' ° ol
STTUAT, STt a UH 3ud a1 o7 § T(AHd 39 96 Tahel o ATe dal gial gf, ST STed geit
fAfer a7 Srfew Ot Fuet 77 AfAfEe [ & s B s e

g S Oeir [fer a7 i o Fuet a7 B Bt @t @ @ e 98 o o g @
TRTTora s  for StTfere it STaH g1 TTawer UF 2 ST Jedishe 6l fows a%q ¢, & =g
LA T AT o oo [T T8 il STt o i< AT I8 THT T 63T T 8

THHLT.- TH G F TATSAAT F [0,
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(i) “FafAfee [fa” #7 a8t o1 SEMT, ST 91T 56 T ITITT (2) F T (Vii®) F TTSH % G (Fh) §
IHHT E;

(i) “strfere geft @oer, “strfee goft fAfa sie “shfem doft Suwa” &1 92t o1 SR, ST 9T 56 $7
ITUTT (2) F @S (Vi) F TTEHLT F S () § IHHT ¢

SR AR AT GSft ITRA, T &7 =97 gfq 97 #iT 3% 9% uF &7 99w AT w1 & forg
ST 9ot FOt & T9TE gS1Y F9T FT A% ST F2dT g, I UAT ITRT o 3¢ ¥ Rt o

fafRameRat & ST i Foet F Siawa s | To Gaw ago #7 srafer & fae a7 39 781q
TF G 9T [T w2 9T ¢ |

() Fie T2 fFT AT et % 3t e gor #1 Faier s arfuas SEerh g
et et v ggfa & R mm are

(i) et et Agaf;

(ii) srfErarsTreraT W seaen fHewr g,

(iii) T e Mgt wafq;

(iv) ArzerEet fage a3

(v) SIS g5 i |

(%) STET e ZIET Fre 7 P AT SR F A F 3 R am 56 5 3TeTT (2) ¥ as
(vii@) F Tger TqF & @< (i) F A sAfagi=a et s | Frs afawa s gy sirar g, ar vE

TTARe o TCEATHT |TLTI AT T HHd UHT AT & (owed I LT 93 & Ii=a are 3o
F ®=T H A ST T, T qF O 0F It AT o 39 9% Siawd S sa T e & 9

TR StTar g, stters 7l an:

T T T AT 56 T ST (2) F @ (viid) F Tg T % @ (i) F qefi e e 1
I, ST Jeaied T fAugaeq ¢, F1 R w2 6 g § T fGag it @ty & Jfiaqe a7 396
T ITH T T

(3M) &T=T 56 FT ITATT (2) F G (Vi) F TTSIHL F G (F) % IUGE (i) TASHI 6 {70 AATIH
HOREae T ATEHTHT AT A7 3T I oI ag ToF T ST edTawd Sl qrE 9¥ e -

(i) FaiRdt & faFeT o2 @< (31) & ITET (F), ITEE () 7 376 (T) | STEE (T) F AqAE AT
gt F fAFer 97 @2 (1) & 3UEs (F), ITEE (F), ITET () AT ITET (T) F AT AT
Tl Tol FhT TT AT QT & =T AT ToF 6 LT 9L, gl UAT TTdhel (Haret o ST &6am
STAT 8; 3%

(i) et F fBEeT o @2 (1) F ITEe (@), ITES (1), ITEE (F) AT ITET (F) F AAT, T
TR & et 92 @2 () F ITEE (F), ITET (F), ITEE (M), ITEE (F) AT ITEE (T) % AT
AFLTILT IS Al [T T FTLTI AT % I TS JoF & AT 9T, ST UAT STaher sTiearet
T T ToFaT ST §, TAT staeria AT S |
(3) STeT 3ufaa® (3) & YAl & forw arforfsas SFarT T e fit R i arira, T8 7=t s
Teat it faweraeg 8, & MRifaa g s f aire & 7sa feaw & 93 981 8, U air Feifedt %
e % qeATeha ol qTrE THEAT ST T
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Ui STET =9 U % i UH e w1 w7 ey S €, 98t e 119 % 9@ () F U9y a6 T8

g |

(4) STETT (2) ¥ T (31) AT @ () F TASET F [0, et <t 7 et Froe--
(i) TreT A & 9| Sfawe & o @2 () & STEE (F) AT SUEE () 6 AT TAT Aaemid It
& A | TEATHA hI0d & a8 TQ9d & 18T A T SATe §, gl FH g UH SE) 1 3t
TS ToF THEAT SATUI;
(ii) TFeft srfamett &y wfawer 3 foro @i (31) & SuEE (F) 37 SUET (@) AT IUEE (F) F Fefi= 7907
AFLTIT AL o Tod T qoAThe AT o a8 Va9 ¥ A9718F R 7 Ffera g, ag7 - fima ver
AT T ST ST o "qwEft STt

TISIhRT.— T ST F T o forw, “Foste i & ot g v 9o & are Siawa i 8

[sTferg=eT &. 81/2023/%T. . 370142/9/2023-EHuer ATI(1)]
o qq e =faaT, sEw at=g

feroqur: o e W & TS, SrErdn, 9 |1, @ 3, SuET (i) # ATA=Er €. war. 969(3), anra
26 ¥TH, 1962 T T1Ad T 1T of i stfeeg=mr &, |r.%1./. 637(37), arita 30 sRred, 2023
FIT STAw 7T Ferrae foRar 1 «am

MINISTRY OF FINANCE
(Department of Revenue)
(CENTRAL BOARD OF DIRECT TAXES)
NOTIFICATION
New Delhi, the 25th September, 2023
INCOME-TAX
G.S.R. 685(E) .— In exercise of the powers conferred by sub-clause (i) of clause (a) of the Explanation to
clause (viib) of sub-section (2) of section 56 read with section 295 of the Income-tax Act, 1961 (43 of 1961), the
Central Board of Direct Taxes hereby makes the following rules further to amend the Income-tax Rules,1962,
namely:—

1. Short title and commencement.— (1) These rules may be called the Income-tax (Twenty first Amendment),
Rules, 2023.

(2) They shall come into force from the date of publication of the notification in the Official Gazette,
2. In the Income-tax Rules, 1962, in rule 11UA, for sub-rule (2), the following sub-rules shall be substituted, namely:—

‘(2) Notwithstanding anything contained in sub-clause (b) or sub-clause (c), as the case may be, of clause
(c) of sub-rule (1):—

(A) the fair market value of unquoted equity shares for the purposes of sub-clause (i) of clause (a) of the
Explanation to clause (viib) of sub-section (2) of section 56 shall be the value, on the valuation date, of such
unquoted equity shares, as shall be determined under sub-clause (a), sub-clause (b), sub-clause (c) or sub-
clause (e), at the option of the assessee, where the consideration received by the assessee is from a resident ;
and under sub-clauses (a) to (e) at the option of the assessee, where the consideration received by the
assessee is from a non-resident, in the following manner:-

(a) the fair market value of unquoted equity shares =(A-L)x [PV/PE], where,

A = book value of the assets in the balance-sheet as reduced by any amount of tax paid as deduction or
collection at source or as advance tax payment as reduced by the amount of tax claimed as refund under the
Income-tax Act and any amount shown in the balance-sheet as asset including the unamortised amount of
deferred expenditure which does not represent the value of any asset;
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L = book value of liabilities shown in the balance-sheet, but not including the following amounts,
namely:—

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

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

(iii) reserves and surplus, by whatever name called, even if the resulting figure is negative, other than those
set apart towards depreciation;

(iv) any amount representing provision for taxation, other than amount of tax paid as deduction or collection
at source or as advance tax payment as reduced by the amount of tax claimed as refund under the
Income-tax Act, to the extent of the excess over the tax payable with reference to the book profits in
accordance with the law applicable thereto;

(v) any amount representing provisions made for meeting liabilities, other than ascertained liabilities;

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

PE = total amount of paid up equity share capital as shown in the balance-sheet;
PV = the paid up value of such equity shares; or

(b) the fair market value of the unquoted equity shares determined by a merchant banker as per the
Discounted Free Cash Flow method;

(c) where any consideration is received by a venture capital undertaking for issue of unquoted equity shares,
from a venture capital fund or a venture capital company or a specified fund, the price of the equity shares
corresponding to such consideration may, at the option of such undertaking, be taken as the fair market value
of the equity shares to the extent the consideration from such fair market value does not exceed the aggregate
consideration that is received from a venture capital fund or a venture capital company or a specified fund :

Provided that the consideration has been received by the undertaking from a venture capital fund or a venture
capital company or a specified fund, within a period of ninety days before or after the date of issue of shares
which are the subject matter of valuation.

Explanation.— For the purposes of this clause,—

(i “specified fund” shall have the same meaning as assigned to it in clause (aa) of Explanation to
clause (viib) of sub-section (2) of section 56;

LLINNT3

(i) “venture capital company”, “venture capital fund” and “venture capital undertaking” shall have the
same meaning assigned to them in clause (b) of Explanation to clause (viib) of sub-section (2) of section 56.

Ilustration: If a venture capital undertaking receives a consideration of fifty thousand rupees from a venture
capital company for issue of one hundred shares at the rate of five hundred rupees per share, then such an
undertaking can issue one hundred shares at this rate to any other investor within a period of ninety days
before or after the receipt of consideration from venture capital company.

(d) the fair market value of the unquoted equity shares determined by a merchant banker in accordance with
any of the following methods:

0] Comparable Company Multiple Method;

(i) Probability Weighted Expected Return Method:;
(iii) Option Pricing Method;

(iv) Milestone Analysis Method,;

(v) Replacement Cost Methods;

(e) where any consideration is received by a company for issue of unquoted equity shares, from any entity
notified under clause (ii) of the first proviso to clause (viib) of sub-section (2) of section 56, the price of the
equity shares corresponding to such consideration may, at the option of such company, be taken as the fair
market value of the equity shares to the extent the consideration from such fair market value does not exceed
the aggregate consideration that is received from the notified entity:

Provided that the consideration has been received by the company from the entity notified under clause (ii)
of the first proviso to clause (viib) of sub-section (2) of section 56, within a period of ninety days before or
after the date of issue of shares which are the subject matter of valuation.
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(B) the fair market value of compulsorily convertible preference shares for the purposes of sub-clause (i) of
clause (a) of the Explanation to clause (viib) of sub-section (2) of section 56 shall be the value, on the
valuation date, as determined—

(i) in accordance with the provisions of sub-clause (b), sub-clause (c), or sub-clause (e) of clause (A), at the
option of the assessee, or based on the fair market value of unquoted equity shares determined in accordance
with sub-clause (a), sub-clause (b), sub-clause (c), or sub-clause (e) of clause (A), at the option of the
assessee, where such consideration is received from a resident; and

(if) in accordance with the provisions of sub-clauses (b) to (e) of clause (A), at the option of the assessee, or
based on the fair market value of unquoted equity shares determined in accordance with sub-clauses (a) to
(e) of clause (A), at the option of the assessee, where such consideration is received from a non-resident.

(3) Where the date of valuation report by the merchant banker for the purposes of sub-rule (2) is not more than ninety
days prior to the date of issue of shares which are the subject matter of valuation, such date may, at the option of the
assessee, be deemed to be the valuation date:

Provided that where such option is exercised under this sub-rule, the provisions of clause (j) of rule 11U shall not
apply.

(4) For the purposes of clause (A) or clause (B) of sub-rule (2), where the issue price of the shares exceeds the value
of shares as determined in accordance with -

(i)  sub-clause (a) or sub-clause (b) of clause (A), for consideration received from a resident, by an
amount not exceeding ten per cent. of the valuation price, the issue price shall be deemed to be the fair
market value of such shares;

(if)  sub-clause (a) or sub-clause (b) or sub-clause (d) of clause (A), for consideration received from a
non- resident, by an amount not exceeding ten per cent. of the valuation price, the issue price shall be
deemed to be the fair market value of such shares.

Explanation.— For the purposes of this sub-rule, ‘issue price’ means the consideration received by the company for
one share.

[Notification No. 81 /2023/F. No. 370142/9/2023-TPL Part (1)]
AMRIT PRITOM CHETIA, Under Secy.

Note: The principal rules were published in the Gazette of India, Extraordinary, Part I, Section 3, Sub-section (ii)
vide Notification Number S.0. 969 (E), dated the 26™ March 1962 and was last amended vide Notification
Number G.S.R. 637(E) dated 30" August, 2023.
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