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4==,*3,D1)99,:-,3.)W,14=1?841-20:;1

X841T2*1S)/,U1 V*/0152)*12336:,+149134B2336:,+132*1=)/,;1K8)9+1-29.01F,;7;D16*9,/2.,+1-,9:4*H1

32**4.1=)/,1345-46*+)*712--/)32.)4*;1

J--,2/1X).8+92?2/1

Y*+,9.2Z)*71

T4B2336:,+132**4.1=69*):812--,2/1?).8+92?2/16*+,9.2Z)*714*1@,82/=14=152)*1

2336:,+;1<.156:.1@,17)W,*1@0152)*12336:,+14*/0;1

<*1X84:,1Q25,1

X)//1 V9+,91 [,1

I2::,+U1

T45-46*+)*7149+,916*+,91:,3.)4*1OM\FOH1:82//1)*3/6+,1*25,:14=12//12--/)32*.:1

]̂ <=134B2336:,+12--/),:1.8,*149+,91?)//1)*3/6+,1*25,14=152)*12336:,+;1

]̂ <*12132:,1?8,9,152)*12336:,+182:12--/),+12*+134B2336:,+182:1@,,*1

)+,*.)=),+1.8,*1@4.81*25,:1)*3/6+,+;1

_̀abcdefgfhfijeakbelkfmnfopdkqcdefrmbcmplsqltfuccdqvakqmlwf

uccdqvakqmlf

xakef

ykakpwf znnelvef{|}~f ye�pelvefmnf

uccdqvakqmlf

znnelvefqlvdpsesfqlf

_ajdqejfuccdqvakqml�f

�akef

L�ANLAONOL1 T45-46*+,+1 OM�[1FONLO�L�H1 QJ1 QJ1 QJ1

LMALNAONOO1 T45-46*+,+1 OM�TFLH1FONL��L\H1QJ1 QJ1 QJ1

L�AN�AONO�1�,>,3.,+1 OM�[1FONL��LPH1 QJ1 QJ1 QJ1

LMAN\AONOP1 I,*+)*71 OM��1FONL\�ONH1 S)9:.1FQ41=9,:81

2--/)32.)4*1

9,E6)9,+H1

QJ1 Q4952/1

92.,1

NLALLAONOP1 R)*7/,1

2--/)32.)4*1F=491

,29/),91

2--/)32.)4*1

9,>,3.,+H1

OM�[1FONL��LPH1 R,34*+1 �,:D1)*12--/)32.)4*1

+2.,+1L�ANLAONOL12*+1

L�AN�AONO�1

F34*:)+,9,+12:1O*+1

.)5,H�1

L;O�1

*4952/1

92.,1

L�ALOAONOP1 T4*:4/)+2.,+1

2--/)32.)4*1

OM�[1FONLM�L�H1 K8)9+1 �,:D1)*12--/)32.)4*:1

+2.,+1 L�ANLAONOLD1

L�AN�AONO�D1 2*+1

NLALLAONOP1F�9+1.)5,H�1

L;P�1

*4952/1

92.,1

�1 �1 OM�TFLH11

FONL\�ONH1

�1 �,:D1)*12--/)32.)4*1

+2.,+1LMALNAONOO11

FO*+1.)5,H1

L;O�1

*4952/1

92.,1

�1 �1 OM�J1FONO��OPH1 �1 Q4D1=)9:.1.)5,12--/),+1

=491FL:.1.)5,H1

Q4952/1

92.,1
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()*+,)-../01-23)+-4)5.3,6)758)159.5:2602;)758)4,13052)<=>?)577,21,)758)3+,)3+086)309,)02)3+,)3+086)

-../01-3052@)-26)-1158602;/A)159.5:2602;)1+-8;,4)-3)BCD)309,4)57)3+,)2589-/)8-3,)4+5:/6)-../AC)

E5F,G,8@)4021,)H53+),-8/0,8)-../01-30524)F,8,)70/,6):26,8).8,G05:4);:06,/02,4@)3+,A)F0//)H,)152406,8,6)

15//,130G,/A)-4)-)I70843J)-../01-3052C)E,21,@)3+,)577,21,4):26,8)3+,)70843)3F5)-8,)1/:HH,6)758)1-/1:/-302;)

159.5:2602;)1+-8;,4C)

K)*+,)-../01-23)+-4)5.3,6)758)159.5:2602;)4,13052)<=>?)577,21,)758)3+,)75:83+)309,)02)3+,)15245/06-3,6)

-../01-3052C)L5)159.5:2602;)1+-8;,4)-8,)-3)BC>)309,4)57)2589-/)8-3,C)E5F,G,8@)70843)3F5)-../01-30524)

F0//)-;-02)H,)38,-3,6)-4)-)402;/,)I70843J)-../01-3052C)*+,)-../01-3052)6-3,6)MBCBBC<M<D)04)3+,2)3+,)

I4,1526J@)-26)3+,)15245/06-3,6)-../01-3052)57)BNCB<C<M<D)H,159,4)3+,)I3+086JC)*+,8,758,@)577,21,4)

:26,8)3+,4,)3+8,,)-8,)1/:HH,6)35;,3+,8)758)159.5:2602;)8-3,).:8.54,4C)

OP-9./,)<)Q)R9.-13)57)*09,)S)T../01-3052)L3-3:4)52)U59.5:2602;)U+-8;,4)

T2)-44,44,,)9-6,)*VL)6,7-:/3)57)WBM@MM@MMM)758)X)9523+4)6:802;)YCZC)<MB[\<MC)]854,1:3052):26,8)

4,13052)<=>?)F-4)/-:21+,6)52)MB̂MD̂<M<<C)

T44:9,Q)_589-/)159.5:2602;)1+-8;,4)̀)WDa@MMM)

L1,2-805) U-4,) V-3,)57)T../01-3052) *09,)

O/-.4,6)

b-3,) U59.5:2602;)

U+-8;,4)

cdefghijklk

mnjk eghoiehk

gppoidgqijfk

heredqestk

ugvewlk lxylzyxzxxm{efsif|kgvk

jfkl}ylzyxzx~tk

�evvkq�gfk

lxk�jfq�vk

njh�gok

dj�pj�fsif|k

d�gh|evk

�~��zzzk

ugvewxk �lylzyxzx~k

m�ioesk�fsehkhe�ivesk

|�iseoifevtk

�jhekq�gfk

lxk�jfq�vk

�fdhegvek��k�z�kj�k

fjh�gok

dj�pj�fsif|k

d�gh|evk

��}��zzml��k�k

�~��zzztk

cdefghijkxk

m�ihvqk

gppoidgqijfk

heredqes�k

he�ivesk

gppoidgqijfk

�ioestk

ugvew�k lxylzyxzxxm�eredqestk �evvkq�gfk

lxk�jfq�vk

n�k m�ppoidgqijfk

heredqestk

n�k

�lylzyxzx~k

m�ioesk�fsehkhe�ivesk

|�iseoifevtk

�jhekq�gfk

lxk�jfq�vk

l�x�k fjh�gok

d�gh|evk�k�z�k

ifdhegvek

��l�zzzml��k�k

l�xk�k�~��zzztk

U59.5:2602;)57)�77,21,4)G4C)R99:203A):26,8)L,13052)<=NT?)

_53,Q)U59.5:2602;):26,8)L,13052)<=[�<�)-26)R99:203A):26,8)L,13052)<=NT?)-8,)3F5)60430213)

8,9,60,4C)�+0/,)159.5:2602;)4,33/,4),P04302;)577,21,4@)099:203A).8,G,234)7:3:8,).854,1:3052)758)

6041/54,6)02159,)6:802;)4,-81+̂4:8G,AC)

]-8301:/-84) U59.5:2602;)57)�77,21,4)�L,1)

<=[�<��)

R99:203A)7859)]854,1:3052)�L,1)

<=NT?�)

�ppoidg�oek��efk �e�jhek jhk g�qehk ifvqiq�qijfk j�k

phjved�qijfk

�fo�k�e�jhekphjved�qijfkivkifvqiq�qesk

��q�jhiq�k�f�jo�esk {hifdipgoku�ie�kuj��ivvijfehkyku�ie�k

uj��ivvijfehk

{hifdipgok uj��ivvijfehk yk

uj��ivvijfehk
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()*+,-./0.1-23-0. 400-56-.37.6/89/+5:-:.)5:.,-7/2;-:. <88+53*=.37.>,)5*-:.0,/8.9,/7-6+*3/5.

?:83773/5./0.@+32*. (/*.6/57*,+-:.)7.):83773/5./0./00-56-.1-A+3,-7.0+22.B.*,+-.:3762/7+,-.:+,35>.

7-),6CD7+,;-=.

E23>3F323*=.

G/5:3*3/57.

HI?99236)*3/5.8):-.+5:-,.>+3:-235-7.

HIJ)=8-5*./0.6/89/+5:35>.6C),>-7.

HIK3*C:,)L)2./0.)99-)27.30.,-A+3,-:.

HI?99236)*3/5.032-:.F-0/,-.9,/7-6+*3/5.

HIM+22. 6//9-,)*3/5. :+,35>.

7-),6CD7+,;-=.

HIM+22.:3762/7+,-./0.356/8-D)77-*7.

1-7+2*35>.4+*6/8-.(/.0+,*C-,.9,/6--:35>7.0/,.*C-.

6/89/+5:-:./00-56-.

J,/7-6+*3/5.5/*.353*3)*-:.)5:.388+53*=.

>,)5*-:.

N->)2.O)737. P-6*3/5.QRSTQU./0.*C-.<56/8-V*)W.?6*X.

YSZY.

P-6*3/5.QR[?O./0.*C-.<56/8-V*)W.?6*X.

YSZY.

G/88/5.

\376/56-9*3/5.

40*-5.837+5:-,7*//:.)7.):83773/5./0.

>+32*.

40*-5.6/50+7-:.L3*C.6/89/+5:35>.

*C/+>C.:37*356*.

�

]̂ _̀ abcdedfdghgfcbijkbgada_l_ajhgd
P-6.mmOOGV.G,+37-.PC39.

nopqrstuvvwwxu

O+735-77./0./9-,)*3/5./0.6,+37-.7C397.

<56/8-./0.5/5V,-73:-5*.7C)22.F-.6C),>-)F2-.+5:-,.*C-.C-):.J@OJ.)*.*C-.,)*-./0.Qyz./0.?8/+5*{.

?8/+5*.V.?8/+5*{|mmOOG}.

HI?8*.9)3:./,.9)=)F2-.*/.*C-.)77-77--./,.*/.)5=.9-,7/5./5.C37.F-C)20./5.)66/+5*./0.*C-.6),,3)>-.

/0.9)77-5>-,7~.)5:.

HI?8*.,-6-3;-:./,.:--8-:.*/.F-.,-6-3;-:.F=./,./5.F-C)20./0.*C-.)77-77--./5.)66/+5*./0.*C-.

6),,3)>-./0.9)77-5>-,7�.

�

xst�rqrst�uqsu�ou��qr��ro�u�s�unopuvvwwxu����ou��w�u�u��u�������u

�C-.5/5V,-73:-5*.)77-77--.8+7*.7)*370=.)22.*C-.0/22/L35>.6/5:3*3/57�.

xst�rqrstu �o�p�r�qrstu

�C-.)77-77--.8+7*./9-,)*-.).9)77-5>-,.

7C39.C);35>�

HIG),,=35>.6)9)63*=./0.8/,-.*C)5.Qyy.9)77-5>-,7X.

41.

HIN-5>*C./0.R�.8-*-,7./,.8/,-.

HI?(�.+7-:.0/,.2-37+,-.)5:.,-6,-)*3/5)2.9+,9/7-7.

L3*C.9,/9-,.:3535>.)5:.6)F35.0)6323*3-7.

�C-.7C39.8+7*./9-,)*-./5.).76C-:+2-:.

;/=)>-./,.7C/,-.-W6+,73/5�

HI\+7*.*/+6C.)*.2-)7*.*L/.<5:3)5.7-).9/,*7X.41.

HI�/+6C.*C-.7)8-.9/,*./0.<5:3).*L36-.35.).;/=)>-.

�C-.7C39.8+7*.F-.+7-:.9,38),32=.0/,.

6),,=35>.9)77-5>-,7X�

(/*.0/,.6),>/.*,)579/,*)*3/5.

�C-. 7C39. 8+7*. /9-,)*-. )7. 9-,.

9,/6-:+,-D>+3:-235-7.377+-:.F=��

HI\3537*,=./0.�/+,378X./,.

HI\3537*,=./0.PC39935>.

�



�� �

�

�

�������������	
������
��������

���������������	������������ !���� "#$��	
����%�&���'�(���'�

)*+*,-./-00*12/

345/.-.672,*82.9/:+;*.</+/=*+*,-./-00*12/*./>.8*+?/@:*1:/*,/2,9+A=*,:28/+0927/-A9+*.*.</+BB7-;+=/07-C/

9:2/D2,27;2/E+.F/-0/>.8*+?/*,/72GH*728/9-/,HAC*9/+/,9+92C2.9/*./I-7C/JKL/HM,/NOPQ/R:*,/,9+92C2.9/

CH,9/72B-79/9:2/829+*=,/-0/+19*;*9*2,/1+77*28/-H9/AS/9:2/=*+*,-./-00*12/*./>.8*+/8H7*.</9:2/72=2;+.9/ITQ/

345,/B27/9:2/+C2.828/DH=2/UUJV5?/.-9*0*28/;*+/W-9*0*1+9*-./W-Q/UJMNXNP/8+928/XYQXNQNXNP?/9:2/8H2/

8+92/0-7/0H7.*,:*.</I-7C/JKL/:+,/A22./72;*,28Q/R:2/.-.672,*82.9/CH,9/.-@/,HAC*9/I-7C/JKL/

@*9:*./O/C-.9:,/07-C/9:2/2.8/-0/9:2/0*.+.1*+=/S2+7?/9-/9:2/ZH7*,8*19*-.+=/5,,2,,*.</[00*127Q/

�

\]̂ _̀abcdcec̀fgchc̀\gc
RVi/j7-;*,*-./D2=+928/9-/>IiL/k.*9,/

lmnopqrstuvwsouxyzustuzpn{rvrn|u}~�ontq�uqsu��z�u�trq�u

34k.827/i219*-./UKY5�UI�/72+8/@*9:/i219*-./OX)5�U5�M�N�?/.-/RVi/,:+==/A2/828H1928/-./1279+*./

B+SC2.9,/C+82/9-/k.*9,/=-1+928/*./>IiL/�>.927.+9*-.+=/I*.+.1*+=/i27;*12,/L2.972�/AS/+.S/�B+S27�?/

,HAZ219/9-/1-CB=*+.12Q/

34L-;2728/j+S22,/+.8/W+9H72/-0/D212*B9,�/

��z�u�trqu �~q�wnusvu�n{nrpqu zn{qrstu

E+.F*.</k.*9/ >.9272,9/-./�LEM)-+.,/ UKP/

j7-02,,*-.+=/022,/ UKJ�/

D20277+=ME7-F27+<2ML-CC*,,*-./

�0+19-7*.<M0-70+*9*.<�/

UKJ�/

>IiL/ >.,H7+.12/

>.927C28*+7S/

>.,H7+.12/1-CC*,,*-./ UKJV/

I*.+.12/ L-CB+.S/ M/

I*.+.12/k.*9/

>.9272,9/��LEM)-+.,�/ UKP/M/UKJ5/

V*;*82.8/ UKJ/

L-CC*,,*-./*.1-C2/ UKJ�/

IH.8/�+.+<2C2.9/�.9*9S/ j7-02,,*-.+=/022/ UKJ�/

E7-F27/V2+=27/ V*;*82.8/ UKJ/

>.;2,9C2.9/58;*,-7/ 58;*,-7S/022/ UKJ�/

D2<*,92728/V*,97*AH9-7/ V*,97*AH9*-.ML-CC*,,*-./022/ UKJ�/

LH,9-8*+./ j7-02,,*-.+=/022/ UKJ�/

L-CC*,,*-./ UKJ�/

L728*9/D+9*.</5<2.1S/ D+9*.</022/ UKJ�/

>.;2,9C2.9/E+.F27/ >.;2,9C2.9/A+.F27/022/ UKJ�/

V2A2.9H72/R7H,922/ R7H,922,:*B/022/ UKJ�/

>RIi/�.9*9S/ L-CC*,,*-./*.1-C2/ UKJ�/

I*.R21:/�.9*9S/ R21:.*1+=Mj7-02,,*-.+=ML-CC*,,*-./ UKJ�/M/UKJ�/

/

/

/

/
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)*+,-./0/,-123

456789856: ;<=>?6?9856:

@ABCDED0/,-3 FG3

HDGAA3

IJ103KJE-/1L310D0AMA-0NBJMN.ABCDED0/,-3MA-0/,-/-O30LA3PQ3B,-1ABJ0/RA3

STUT13K,E3VL/BL3WAB0/,-3XQYSZPS[\Z][3.A.JB0/,-3/13,̂0A.3

S--JDC3_A-AVDC3 @ABCDED0/,-3MJ103FA3KJE-/1LA.3D-.3RAE/K/A.3ARAEG3GADE3K,E30L,1A3PQ3STUT13

,̀3 a@W3 DK0AE3

@ABCDED0/,-3

HDGAE3BD-310,̂3a@W3,-CG3DK0AE3EABA/R/-O30LA3.ABCDED0/,-3

_Â,E0/-O3/-3a@W3

_A0JE-3

HDGAE3MJ103EÂ,E03DCC3AbAM 0̂A.3̂DGMA-013/-30LA3cJDE0AECG3a@W3EA0JE-3

dDC/./0G3 ebAM 0̂/,-3D̂ Ĉ/A13,-CG3.JE/-O30LA3.ABCDEA.3PQ3GADE1T3f,E3D-G3,0LAE3GADEg3

a@W3D̂ Ĉ/A13

:

;<hi=9856:jk5i:lmn:56:o69hkhp9:qr:osn4:t?6u86v:w689p:xotwpy:

zk5{8p856: mh9?8>p:

WAB0/,-3P|}SZP@[3 ,̀3a@W3FG3~KK1L,EA3�D-�/-O3�-/013\3���13,-23

�*@Â,1/013MD.A3FG3̀_\̀~_3DK0AE3QPTQ�T]QQ�3

�*�,EE,V/-O13KE,M3̀_\̀~_3DK0AE3QPTQ�T]QQ�3

WAB0/,-3PQZP�[ZR///[3 WJBL3/-0AEA103/-B,MA3/13AbAM 0̂3/-30LA3LD-.13,K30LA3̀_\̀~_3EAB/̂/A-03

@AK/-/0/,-3,K3���3 �ED-BL3,K3�-./D-\K,EA/O-3FD-�3C,BD0A.3/-3�fW+g3EAO/10AEA.3D13̂AE3We�3SB03

D-.3_��3WBLAMA3ZQPTQ�T]QP�[3

_AD1,-33 ���13cJDC/KG3D13~KK1L,EA3�D-�/-O3�-/013J-.AE3WAB0/,-3]ZJ[3,K30LA3We�3SB03

:

lmn:nh�9856:����:�:l4n:��p:���4x��y:

)*̀ ,3a@W3J-.AE3WAB0/,-3P|��3Za@W3,-3̂JEBLD1A3,K3O,,.1[3VLA-23

�*�JGAE3̂JEBLD1A13O,,.13KE,M3D3�-/03/-3�fW+g3D-.3

�*�fW+3WACCAE3KJE-/1LA130LA3PQNGADE3.ABCDED0/,-3J\13XQYSZPS[\Z][3

�*�JGAE3MJ103N3@/1BC,1A3AbAM 0̂A.3̂DGMA-013/-3a@W3EA0JE-3

)*WAB0/,-3]Q�+ZP�[3N3�fW+3�-/031LDCC3-,03FA30EAD0A.3D13�FJGAE�g3LA-BA3-,3a+W30,3FA3B,CCAB0A.3KE,M30LAM3

�*�fW+3FJGAE3MJ1031JFM/0310D0AMA-0NBJMN.ABCDED0/,-3K,E3PQ3STUT13J-.AE3WAB0/,-3XQYSZPS[\Z][3

�*WACCAE3MJ103EABA/RA3D-.3RAE/KG3.ABCDED0/,-3D--JDCCG3

�*IJ103EÂ,E03AbAM 0̂A.3EABA/̂013/-3a+W3EA0JE-3Zf,EM3]}e�[3

3

WAB0/,-3P|�̀ 3

P|�̀ 3 +D1L3V/0L.EDVDC13 �*�3�3�3BE,EA3/K30LA3

EAB/̂/A-03 /13 D3

B,,̂AED0/RA3

1,B/A0G33

�*�3�3P3BE,EA3/-3BD1A3,K3

,0LAE13

3

N3 �*���� ¡¢£¤¤

�*¥¦§̈¤

�*©¢ª¡¤«¬¬­ �¤

�*®¢̄«©¤¥¦§̈¤

�*°¡¤¡±�¤¡­²�¤¢¬¤³¦́²�§¡¤
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)*+,-

.+/,01- 23-4*5,,-/*1-67+-389,:-0,+;06-370-*99-<-40,=,:86>-

?@A1-370-B/8=/-:;,-:*+,-73-).2-*90,*:5-,C480,:-D,370,-1+*0+86>-73-

=;00,6+-?@-

EFGHIGJKLMGJKNGOPLOOQRSTGUG

VWXGYZHZO[

\]EFGHIGJKLMGJKNĜG_GÈ GabcMJGdKeGfGUGVWXGYZHZOG

\]gFGHIGJKLMGJKNGOPLOOQRSTGUGVWXGYZHZOG

h70-iC*j-?;0471,kk?@-lmnlop-?@-lonll-q-?@-llnl<[

rHSstuuvRLbdRvRewG

xy[z{|}}[~�[��HG�ReMQZb�GcZGZMbGMbG�H�[

��]���}���}��[[
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Safe Harbor Rule

Applicability 

Foreign Co. Mining Diamond

Raw Diamond

Notified Special Zone

• Uncut/unpolished
• Not conflict diamonds
• Have Kimberley Certificate
• Under Tariff Heading 7102

# -> Rule 10 TI

Engaged in

~
in

Sale
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Foreign Co.

If declared profit from eligible business >= 4% of Gross Receipts, then

Declared TP will be accepted 

Rule 10TIB
AO may declare option invalid if:

• Wrong or false information given
• Material facts concealed

But opportunity of hearing must be given before declaring invalid.

No MAP Allowed (Rule 10TIC)
If Safe Harbour is opted:
• You cannot invoke Mutual Agreement Procedure (MAP) under 

tax treaties (Sec 90/90A) (DTAA)
• Applicable only to the eligible business (i.e., raw diamond sales)

#

opt

Form 3 The
[Rule 10 TIB]

(Rule LOTIA)

(Rule 10 TIA)

#
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MT Inc., a foreign diamond mining company, sold raw diamonds worth ₹120 crores 
during FY 2024–25 in a notified special zone in Mumbai.
• The diamonds were uncut, unpolished, covered under Tariff Heading 7102, and 

accompanied by Kimberley Process Certificate.
• MT Inc. declared a net profit of ₹5.4 crores from the business in India.
• The company had:

• ₹1.2 crores of brought forward business loss (AY 2023–24)
• ₹0.8 crores of unabsorbed depreciation

• Filed Form 3CEFC on 25 Sept 2025 
• Entered into one international transaction with its group entity during the year.
• No MAP invoked by the assessee.

# me Hw



Q1. What is the profit percentage declared by MT Inc. and does it qualify under Safe 
Harbour?
a. 4.0% – Not eligible
b. 4.5% – Eligible
c. 5.4% – Eligible
d. 6.0% – Not eligible

Q2. Based on Rule 10TIA(3), which of the following statements is correct after MT 
Inc. opts for Safe Harbour?
a. MT Inc. can set off both unabsorbed depreciation and brought forward business 
losses
b. MT Inc. cannot claim any further deduction under Sections 30 to 38
c. WDV of assets will be carried forward without adjustment
d. MT Inc. is not required to maintain TP documentation under any circumstance

Q3. After opting for Safe Harbour, can MT Inc. invoke Mutual Agreement Procedure 
(MAP) under a tax treaty for this business?
a. Yes, since it is a foreign company
b. Yes, only if the Assessing Officer allows
c. No, Rule 10TIC restricts invocation of MAP for such business
d. MAP is automatic and applies regardless of Safe Harbour

Q4. Since MT Inc. entered into an international transaction, which of the following 
applies?
a. Sections 92D and 92E are not applicable due to Safe Harbour
b. MT Inc. must maintain documentation under Section 92D but not file Form 3CEB
c. MT Inc. must comply with both Sections 92D and 92E
d. No transfer pricing documentation is required if Safe Harbour is opted

Q5. What happens to the WDV of assets used in the eligible business?
a. WDV remains unchanged since no depreciation was claimed
b. WDV is recalculated as if full depreciation was allowed
c. WDV is reduced only by partial depreciation
d. WDV is written off completely

#



Compounding

• Compounding is a legal shortcut to avoid criminal prosecution by paying a compounding fee.
• Instead of going to court, you settle the offence with the department.

Section 279 - CBDT Revised Guideline Issued  - W.e.f 17/10/2024

• All Offences under Income Tax are now Compoundable 
• Applicable to new application + applicable to all pending applications as on 

17/10/24 - The applicants whose applications were pending on 17.10.2024 are not 
required to file a fresh application or pay any fresh application fees.

• Before application pay all taxes + penalty + Interest and also withdraw from 
related appeals

• Fees per application - ₹ 25,000 (Single) or ₹ 50,000 (Consolidated) - Non 
Refundable but adjustable against compounding charges 

Can be filed for multiple F.Y/Qtr

• There is no restriction on the number of compounding applications a person 
can file. However, the Competent Authority may reject the application if 
the applicant is found to be a habitual offender.



2 Reason

Rejected due to Curable defects (technical reason) Rejected on merit

No Refiling

Reapplication Allowed 
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Ab Charges Extra Lagega

• Compounding charges means Tax , Cess and Surcharges - Don’t include Interest 
• Computed for each offence disclosed in the application (Section wise dekhna hai)
• All pending applications shall be treated as first application
• Where an application for an offence was either compounded or rejected (other 

than on merits) under the earlier guidelines (before 17.10.2024), and a fresh 
application for the same offence under the same section is filed under the 
revised guidelines (on or after 17.10.2024), all such prior applications shall be 
collectively treated as the first application for the purpose of computing 
compounding charges.

• If compounding application is filed after 12 months from the end of the month in 
which prosecution was filed, charges increase by 50%.

42 - 1 .6X
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Company Director

• co-accused may apply for compounding of offence separately or conjointly.
• Once any one (main or co-accused) pays compounding charges → Offence is deemed compounded for all
• Co-accused must file separate application but no extra charges apply

Points
• Defective Applications - Allowed to cure within 1 month of defect notice

Timelines
• Rejection (if not accepted)- Within 2 months of application receipt
• Intimation of Compounding Charges - Within 2 months
• Payment deadline - Within 1 month of intimation
• Extension up to 6 months - By Competent Authority
•  Beyond 6–12 months - Requires PCCIT approval
• 12–24 months - Requires CBDT Chairman’s approval
• If delay is beyond 24 months - application rejected + prosecution continues.

Examples of curable defects 
• Incorrect format used
• Incorrect AY/FY/section mentioned
• Non-payment/short payment of compounding fee
• Outstanding demand not cleared
• Non-submission of undertaking to withdraw appeals 

#

main-accused co-accused



Special Approval Required From CBDT Chairman If:
• Applicant has been convicted for 2 years or more
• Involvement in:
• Terrorism / Anti-national activity
• Shell companies / fake invoices / money laundering
• Benami / Black Money Act offences

17
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Q1. Mr. MT under-reported income in ITR for AY 2021–22. This led to prosecution 
under Section 276C(1) on 15.03.2023. He now wants to compound the offence and 
files an application on 20.12.2024.
• Tax sought to be evaded: ₹4,00,000
• Base rate for compounding under Sec 276C(1) = 100% of tax sought to be evaded

#
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Q2. Mr. MT, a deductor, failed to deposit TDS of ₹18,00,000 for Q2 of FY 2020–21, 
attracting prosecution under Section 276B. The prosecution initiated by the 
department on 25 October 2022.
• He filed a compounding application on 20 August 2023, but it was rejected due 

to a curable defect.
• He later refiled a consolidated compounding application for the same default on 

5 November 2024,
• Base compounding rate for 276B = 3% of defaulted TDS
Based on the above, compute the final compounding charges payable by Mr. MT.

#
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Q3. Mr. Dev failed to deposit TDS under Section 276B in the following years:

On 15 December 2024, Mr. Dev files consolidated application for an offence
• u/s 267B - FY 22-23 - 10,00,000
• u/s 275A - FY 22-23 - 10,00,000
Prosecution initiated 1/12/23 
Base compounding rate = 3% of defaulted amount

*

=

* 3 % X1 . 2x I . T = 34001 t

X 3% X 1 . This
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Q4.  Mr. Arman failed to deposit TDS of ₹15,00,000 for Q4 of FY 2021–22, attracting 
prosecution under Section 276B.

• He filed a compounding application in March 2023
• Paid ₹36,000 (partial compounding charge)
• But later withdrew the application
• In Dec 2024, he files a fresh application for the same offence and same year only
• Base compounding rate: 3%

1T +por x
3+ x 1 .
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Q5. Mr. Rohit failed to deposit TDS of ₹20,00,000 for Q1 of FY 2021–22 and 
₹12,00,000 for Q2 of FY 2021–22, attracting prosecution under Section 276B.
• In May 2023, Mr. Rohit filed a consolidated compounding application covering both 

quarters.
• He paid ₹54,000 as part of the compounding charges (i.e., partial payment), but 

later withdrew the application.
• On 1 December 2024, he files a fresh consolidated application under revised 

guidelines covering both quarters.
• Base compounding rate = 3% of defaulted TDS

12 X 1 . I

(20 , 00 , 000 + 12, 00 .0007x3% x1
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Q6. M/s MT Pvt. Ltd., a company, failed to deposit TDS of ₹12,00,000 for Q3 of FY 
2020–21. Prosecution under Section 276B was launched against:

• The company
• Its Managing Director, Mr. Sahil
• Its Finance Manager, Mr. Vikram

They file a joint compounding application under revised guidelines on 20 November 2024.
Other details:

• No previous compounding application by any party
• Base compounding rate for 276B = 3% of defaulted TDS

Based on the above, choose the correct option:
a. Each co-accused must pay ₹36,000 separately in addition to the company
b. Since it’s a joint application, the order will be passed only in the name of the company
c. Payment by the company is sufficient; the offence will be deemed compounded for all 
accused
d. Mr. Vikram must file a separate application and pay charges, even if MD and Company 
are covered
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Q7. KT Ltd., a company, failed to deposit TDS of ₹15,00,000 for Q4 of FY 2020–21 and 
was prosecuted under Section 276B along with:
• Mr. Rajeev (Managing Director)
• Ms. Tanya (Authorized Signatory – TDS returns)
• The company and Mr. Rajeev jointly filed a compounding application in October 2023, 

which was rejected on merit.
• Later, Ms. Tanya alone filed a fresh compounding application for the same offence on 

25 November 2024 under the revised guidelines.

What is the correct tax treatment?
a. Ms. Tanya’s application will be accepted at base rate of ₹45,000 since she didn’t apply 
earlier
b. Ms. Tanya cannot file a fresh application once company’s application was rejected on 
merit
c. Her application will be treated as second application, and charge = ₹45,000 × 1.2 = 
₹54,000
d. Ms. Tanya’s application will be rejected as she did not file jointly with the main accus




