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ASS

ES
SM

EN
T O

F V
AR

IOU
S E

NT
ITIE

S
AM

EN
DM

EN
TS 

BY
 TH

E F
INA

NC
E(

No
.2)

AC
T, 2

014
  

(a)
Sch

em
e f

or
tax

atio
n o

fR
eal

 Es
tate

 In
ves

tme
nt 

Tru
st 

(RE
IT) 

and
 In

fra
str

uct
ure

 
Inv

est
me

nt T
rus

t (In
vit)

[Ne
w C

hap
ter

 XII
-FA

 – S
ect

ion
 11

5UA
]

Eff
ect

ive
 fro

m: 
A.Y

.20
15-

16
Rel

ate
d 

am
end

me
nt 

in 
sec

tion
s: 

2(4
2A)

, 1
0(2

3FC
), 

10(
23F

D),
 1

0(3
8), 

47(
xvi

i), 
49(

2AC
), 1

11A
, 11

5A,
 13

9(4
E),

 19
4A,

 19
4LB

A &
 19

4LC
(i

)
T

he
 S

E
B

I 
ha

s 
no

tif
ie

d
th

e 
fin

al
 r

eg
ul

at
io

ns
 r

el
at

in
g 

to
 t

w
o 

ne
w

 c
at

eg
or

ie
s 

of
 in

ve
st

m
en

t 

ve
hi

cl
es

 n
am

el
y,

 t
he

 R
ea

l 
E

st
at

e 
In

ve
st

m
en

t 
T

ru
st

 (
R

E
IT

) 
&

 I
nf

ra
st

ru
ct

ur
e 

In
ve

st
m

en
t 

T
ru

st
 (

In
vi

t)
. 

(ii
)

T
he

S
E

B
I 

(R
ea

l 
E

st
at

e 
In

ve
st

m
en

t 
T

ru
st

s)
 

R
eg

ul
at

io
ns

, 
20

14
 

(“
R

E
IT

 
R

eg
ul

at
io

ns
”)

pr
ov

id
e

a 
fr

am
ew

or
k 

fo
r 

re
gi

st
ra

tio
n 

an
d 

re
gu

la
tio

n 
of

 R
ea

l 
E

st
at

e 
In

ve
st

m
en

t 
T

ru
st

s 

(“
R

E
IT

's
”)

.

Sal
ien

t fe
atu

res
 of 

the
 RE

IT R
egu

lati
ons

, as
 ap

pro
ved

 by
 the

 SE
BI:

(a
)

R
E

IT
s 

sh
al

l 
be

 s
et

 u
p 

as
 a

 t
ru

st
 a

nd
 r

eg
is

te
re

d 
w

ith
 S

E
B

I. 
It 

sh
al

l 
ha

ve
 p

ar
tie

s 

su
ch

 a
s 

T
ru

st
ee

, S
po

ns
or

(s
) 

an
d 

M
an

ag
er

.

(b
)

T
he

 t
ru

st
ee

 o
f 

a 
R

E
IT

 s
ha

ll 
be

 a
 S

E
B

I 
re

gi
st

er
ed

 d
eb

en
tu

re
 t

ru
st

ee
 w

ho
 is

 n
ot

 a
n 

as
so

ci
at

e 
of

 th
e 

S
po

ns
or

/m
an

ag
er

.

(c
) 

R
E

IT
 

sh
al

l 
in

ve
st

 
in

 c
om

m
er

ci
al

 
re

al
 

es
ta

te
 a

ss
et

s,
 

ei
th

er
 

di
re

ct
ly

 
or

 
th

ro
ug

h 

sp
ec

ia
l 

pu
rp

os
e 

ve
hi

cl
es

 (
S

P
V

s)
. 

In
 s

uc
h 

S
P

V
s,

a 
R

E
IT

sh
al

l 
ho

ld
 o

r 
pr

op
os

e 
to

 

ho
ld

 c
on

tr
ol

lin
g 

in
te

re
st

 a
nd

no
t 

le
ss

 t
ha

n 
50

%
 o

f 
th

e 
eq

ui
ty

 s
ha

re
 c

ap
ita

l 
or

 

in
te

re
st

.
F

ur
th

er
, 

su
ch

 S
P

V
s 

sh
al

l 
ho

ld
 n

ot
 l

es
s 

th
an

 8
0%

 o
f 

its
 a

ss
et

s 
di

re
ct

ly
 i

n 

pr
op

er
tie

s 
an

d 
sh

al
l n

ot
 in

ve
st

 in
 o

th
er

S
P

V
s.

(d
) 

O
nc

e 
re

gi
st

er
ed

, 
th

e 
R

E
IT

 s
ha

ll 
ra

is
e 

fu
nd

s 
th

ro
ug

h 
an

 i
ni

tia
l 

of
fe

r.
 S

ub
se

qu
en

t 

ra
is

in
g 

of
 f

un
ds

 m
ay

 b
e

th
ro

ug
h 

fo
llo

w
-o

n 
of

fe
r,

 r
ig

ht
s 

is
su

e,
 q

ua
lif

ie
d 

in
st

itu
tio

na
l 

pl
ac

em
en

t, 
et

c.
 T

he
 m

in
im

um
 s

ub
sc

rip
tio

n 
si

ze
 fo

r
un

its
 o

f R
E

IT
 s

ha
ll 

be
`
 2

 la
kh

s.

(e
) 

U
ni

ts
 o

f 
R

E
IT

s 
sh

al
l 

be
 m

an
da

to
ril

y 
lis

te
d 

on
 a

 r
ec

og
ni

ze
d 

S
to

ck
 E

xc
ha

ng
e 

an
d 

R
E

IT
 s

ha
ll 

m
ak

e
co

nt
in

uo
us

 d
is

cl
os

ur
es

 in
 t

er
m

s 
of

 t
he

 li
st

in
g 

ag
re

em
en

t. 
T

ra
di

ng
 

lo
t f

or
 s

uc
h 

un
its

 s
ha

ll 
be

 `
 1

 la
kh

.

(f
) 

 
F

or
 c

om
in

g 
ou

t 
w

ith
 a

n 
in

iti
al

 o
ffe

r,
th

e 
va

lu
e 

of
 t

he
 a

ss
et

s 
ow

ne
d/

pr
op

os
ed

 t
o 

be
 

ow
ne

d 
by

 R
E

IT
 s

ha
ll 

be
 o

fv
al

ue
 n

ot
 le

ss
 th

an
 `

 5
00

 c
ro

re
. F

ur
th

er
, m

in
im

um
 is

su
e 

si
ze

 fo
r 

in
iti

al
 o

ffe
r 

sh
al

l b
e 

`
 2

50
 c

ro
re

.

(g
) 

T
he

 T
ru

st
ee

 s
ha

ll 
ge

ne
ra

lly
 h

av
e 

an
 o

ve
rs

ee
in

g 
ro

le
 in

 th
e 

ac
tiv

ity
 o

f t
he

 R
E

IT
. T

he
 

m
an

ag
er

 s
ha

ll 
as

su
m

e
op

er
at

io
na

l r
es

po
ns

ib
ili

tie
s 

pe
rt

ai
ni

ng
 to

 th
e 

R
E

IT
. 

(h
) 

A
 R

E
IT

 m
ay

 h
av

e 
m

ul
tip

le
 s

po
ns

or
s,

 n
ot

 m
or

e 
th

an
 3

, 
su

bj
ec

t 
to

 e
ac

h 
ho

ld
in

g 
at

 

le
as

t 
5%

 o
f 

th
e 

un
its

 o
f 

th
e

R
E

IT
. 

S
uc

h 
sp

on
so

rs
 s

ha
ll 

co
lle

ct
iv

el
y 

ho
ld

 n
ot

 l
es

s 

th
an

 2
5%

 o
f 

th
e 

un
its

 o
f 

th
e 

R
E

IT
 f

or
 a

 p
er

io
d 

of
 n

ot
 l

es
s

th
an

 3
 y

ea
rs

 f
ro

m
 t

he
 

da
te

 o
f 

lis
tin

g.
 A

fte
r 

3 
ye

ar
s,

 th
e 

sp
on

so
rs

, 
co

lle
ct

iv
el

y,
 s

ha
ll 

ho
ld

 m
in

im
um

 1
5%

 o
f 

th
e

un
its

 o
f R

E
IT

, t
hr

ou
gh

ou
t t

he
 li

fe
 o

f t
he

 R
E

IT
.

(i)
 

N
ot

 l
es

s 
th

an
 8

0%
 o

f 
th

e 
va

lu
e 

of
 t

he
 R

E
IT

 a
ss

et
s 

sh
al

l 
be

 i
n 

co
m

pl
et

ed
 a

nd
 

re
ve

nu
e 

ge
ne

ra
tin

g 
pr

op
er

tie
s.

U
pt

o
20

%
 o

f t
he

 v
al

ue
 o

f R
E

IT
 a

ss
et

s 
sh

al
l b

e 
in

ve
st

ed
 in

 fo
llo

w
in

g 
:

(1
)

de
ve

lo
pm

en
ta

l p
ro

pe
rt

ie
s;

 

(2
)

m
or

tg
ag

e 
ba

ck
ed

 s
ec

ur
iti

es
; 

(3
)

lis
te

d/
 u

nl
is

te
d 

de
bt

 o
f c

om
pa

ni
es

/b
od

y 
co

rp
or

at
es

 in
 r

ea
l e

st
at

e 
se

ct
or

; 

(4
)

eq
ui

ty
 

sh
ar

es
 

of
 

co
m

pa
ni

es
 

lis
te

d 
on

 
a 

re
co

gn
iz

ed
 

st
oc

k 
ex

ch
an

ge
 

in
 

In
di

a 
w

hi
ch

 d
er

iv
e 

no
t 

le
ss

th
an

 7
5%

 o
f 

th
ei

r 
op

er
at

in
g 

in
co

m
e 

fr
om

 R
ea

l 

 
E

st
at

e 
ac

tiv
ity

; 

(5
)

go
ve

rn
m

en
t s

ec
ur

iti
es

; 

(6
)

m
on

ey
 m

ar
ke

t i
ns

tr
um

en
ts

 o
r 

ca
sh

 e
qu

iv
al

en
ts

. 

H
ow

ev
er

,i
nv

es
tm

en
ts

 in
 d

ev
el

op
m

en
ta

l p
ro

pe
rt

ie
s 

sh
al

l b
e 

re
st

ric
te

d 
to

 1
0%

 o
f t

he
 

va
lu

e 
of

 th
e 

R
E

IT
 a

ss
et

s

(j)
 

A
 R

E
IT

 s
ha

ll 
in

ve
st

 in
 a

t l
ea

st
 2

 p
ro

je
ct

s 
w

ith
 n

ot
 m

or
e 

th
an

 6
0%

 o
f v

al
ue

 o
f a

ss
et

s 

in
ve

st
ed

 in
 o

ne
 p

ro
je

ct
.

(k
) 

R
E

IT
 s

ha
ll 

di
st

rib
ut

e 
no

t 
le

ss
 t

ha
n 

90
%

 o
f 

th
e 

ne
t 

di
st

rib
ut

ab
le

 c
as

h 
flo

w
s,

 s
ub

je
ct

 

to
 a

pp
lic

ab
le

 la
w

s,
 to

 it
s

in
ve

st
or

s,
 a

tle
as

t o
n 

a 
ha

lf 
ye

ar
ly

 b
as

is
.

(ii
i) 

 
T

he
 S

E
B

I 
(I

nf
ra

st
ru

ct
ur

e 
In

ve
st

m
en

t 
T

ru
st

s)
 R

eg
ul

at
io

ns
, 

20
14

 (
“I

nv
IT

 R
eg

ul
at

io
ns

”)

pr
ov

id
e

a 
fr

am
ew

or
k 

fo
r

re
gi

st
ra

tio
n 

an
d 

re
gu

la
tio

n 
of

 I
nf

ra
st

ru
ct

ur
e 

In
ve

st
m

en
t 

T
ru

st
s 

(“
In

vI
T

s”
).

The
 sa

lien
t fe

atu
res

 of 
the

 Inv
IT R

egu
lati

ons
, as

 ap
pro

ved
 by

 SE
BI:

(a
)

In
vI

T
s

sh
al

l 
be

 s
e

t 
u

p 
as

 a
 t

ru
st

 a
nd

 r
e

gi
st

e
re

d
 w

ith
 S

E
B

I.
 I

t 
sh

a
ll 

h
av

e
 p

a
rt

ie
s 

su
ch

 a
s 

T
ru

st
e

e,
 S

p
on

so
r(

s)
, 

In
ve

st
m

en
t 

M
a

na
ge

r 
an

d
 P

ro
je

ct
 M

a
na

ge
r.

(b
)

T
h

e
 t

ru
st

e
e

 o
f 

an
 I

nv
IT

 s
ha

ll 
b

e
 a

 S
E

B
I 

re
g

is
te

re
d

 d
e

be
nt

u
re

 t
ru

st
e

e
 w

h
o

 is
 n

o
t 

a
n

 a
ss

oc
ia

te
 o

f 
th

e 
S

po
ns

o
r/

M
an

ag
er

.

(c
)

In
vI

T
s 

sh
a

ll 
in

ve
st

 i
n

 i
n

fr
as

tr
u

ct
ur

e
 p

ro
je

ct
s,

 e
ith

e
r 

di
re

ct
ly

 o
r 

th
ro

ug
h

 S
P

V
. 

In
 

ca
se

 o
f 

P
P

P
 p

ro
je

ct
s,

 s
uc

h 
in

ve
st

m
en

ts
 s

h
al

l o
n

ly
 b

e
 t

h
ro

u
gh

 S
P

V
. 



(d
)

A
n

 I
nv

IT
 s

ha
ll 

ho
ld

 o
r 

p
ro

po
se

 t
o

 h
ol

d 
co

nt
ro

lli
ng

 i
nt

e
re

st
 a

n
d 

m
o

re
 t

ha
n 

50
%

 

o
f 

th
e

 e
qu

ity
 s

h
ar

e
 c

ap
ita

l 
o

r 
in

te
re

st
 i

n
 t

he
 u

n
de

rl
yi

ng
 S

P
V

, 
ex

ce
p

t 
w

h
er

e
 t

he
 

sa
m

e
 

is
 

no
t 

p
os

si
b

le
 

be
ca

us
e

 
o

f 
a

 
re

g
ul

a
to

ry
 

re
q

ui
re

m
e

nt
/ 

re
qu

ir
em

e
nt

 

e
m

a
na

tin
g

 f
ro

m
 t

he
 c

on
ce

ss
io

n
 a

gr
ee

m
en

t.
 I

n
 s

uc
h 

ca
se

s,
 s

p
on

so
r 

sh
a

ll 
e

nt
er

 

in
to

 a
n

 a
g

re
em

en
t 

w
ith

 t
he

 I
n

vI
T

, 
to

 e
ns

u
re

 t
h

at
 n

o
 d

e
ci

si
o

n
 t

ak
en

 b
y 

th
e 

sp
o

ns
o

r,
 i

nc
lu

di
n

g
 v

o
tin

g
 d

ec
is

io
ns

 w
ith

 r
es

pe
ct

 t
o

 t
he

 S
P

V
, 

a
re

 a
g

ai
ns

t 
th

e 

in
te

re
st

 o
f 

th
e 

In
vI

T
/ 

its
 u

n
it 

ho
ld

er
s.

(e
)

S
p

on
so

r(
s)

 o
f 

an
 I

nv
IT

 s
ha

ll,
 c

ol
le

ct
iv

el
y,

 h
ol

d
 n

o
t 

le
ss

 t
h

an
 2

5%
 o

f 
th

e 
to

ta
l 

u
ni

ts
 o

f 
th

e
 I

nv
IT

 o
n 

po
st

 is
su

e
 b

as
is

 f
o

r 
a

 p
e

ri
od

 o
f 

a
t 

le
a

st
 3

 y
ea

rs
, 

ex
ce

p
t 

fo
r 

th
e

 c
as

e
s 

w
h

e
re

 a
 r

e
gu

la
to

ry
 r

eq
ui

re
m

e
nt

/c
o

nc
es

si
on

 a
gr

e
em

e
nt

 r
eq

ui
re

s 
th

e 

sp
o

ns
o

r 
to

 h
o

ld
 a

 c
e

rt
ai

n 
m

in
im

um
 p

er
ce

nt
 i

n 
th

e 
un

de
rl

yi
n

g 
S

P
V

. 
 I

n
 s

uc
h 

ca
se

s,
 t

h
e 

co
ns

o
lid

a
te

d
 v

al
ue

 o
f 

su
ch

 s
po

ns
or

 h
ol

di
ng

 i
n

 t
h

e 
un

de
rl

yi
ng

 S
P

V
 

a
nd

 in
 t

h
e 

In
vI

T
 s

ha
ll 

n
ot

 b
e

 le
ss

 t
h

an
 t

h
e

 v
a

lu
e

 o
f 

25
%

 o
f 

th
e

 v
al

u
e

 o
f 

u
ni

ts
 o

f 

In
vI

T
 o

n
 p

os
t-

is
su

e 
ba

si
s.

(f
)

T
h

e 
p

ro
po

se
d

 h
o

ld
in

g
 o

f 
an

 I
nv

IT
 i

n
 t

h
e

 u
nd

er
ly

in
g

 a
ss

e
ts

 s
ha

ll 
be

 n
o

t 
le

ss
 

th
an

 `
 
50

0 
cr

o
re

 a
nd

 t
h

e
 o

ff
e

r 
si

ze
 o

f 
th

e
 I

n
vI

T
 s

h
al

l 
no

t 
be

 l
es

s 
th

e
n 

`
 2

50
 

cr
o

re
 a

t 
th

e
 t

im
e 

of
 in

iti
a

l o
ff

er
 o

f 
u

ni
ts

. 

(g
)

A
n

 I
n

vI
T

 w
hi

ch
 p

ro
p

os
e

s 
to

 in
ve

st
 a

t 
le

a
st

 8
0%

 o
f 

th
e

 v
al

u
e

 o
f 

th
e

 a
ss

et
s 

in
 t

he
 

co
m

pl
e

te
d 

an
d 

re
ve

nu
e 

ge
ne

ra
tin

g
 in

fr
as

tr
uc

tu
re

 a
ss

et
s,

 s
h

al
l :

(i
)

ra
is

e
 f

un
ds

 o
nl

y 
th

ro
ug

h
 p

ub
lic

 is
su

e
 o

f 
un

its
.

 
(ii

)
ha

ve
 a

 m
in

im
um

 2
5%

 p
ub

lic
 fl

oa
t a

nd
 a

t l
ea

st
 2

0 
in

ve
st

or
s.

 
(ii

i) 
ha

ve
 

m
in

im
um

 
su

bs
cr

ip
tio

n 
si

ze
 

an
d 

tr
ad

in
g 

lo
t 

of
 

`
 

10
 

la
kh

s
an

d 
 

 
 

`
 5

 la
kh

s,
re

sp
ec

tiv
el

y.

 
(iv

) 
di

st
rib

ut
e 

no
t 

le
ss

 t
ha

n 
90

%
 o

f 
th

e 
ne

t 
di

st
rib

ut
ab

le
 

ca
sh

 f
lo

w
s,

 s
ub

je
ct

 

 
 

to
 a

pp
lic

ab
le

 la
w

s,
 to

 th
e

in
ve

st
or

s,
 a

tle
as

t o
n 

a 
ha

lf 
ye

ar
ly

 b
as

is
.

  
(v

) 
th

ro
ug

h 
a 

va
lu

er
, 

un
de

rt
ak

e 
a 

fu
ll 

va
lu

at
io

n 
on

 
a 

ye
ar

ly
ba

si
s 

an
d 

 
 

up
da

tio
n 

of
 t

he
 s

am
e 

on
 a

 h
al

f
ye

ar
ly

 b
as

is
 a

nd
 d

ec
la

re
 N

A
V

 w
ith

in
 1

5 

 
 

da
ys

 fr
om

 th
e 

da
te

 o
f s

uc
h 

va
lu

at
io

n/
up

da
tio

n.

(h
)

A
 

pu
bl

ic
ly

 
of

fe
re

d 
In

vI
T

 
m

ay
 

in
ve

st
 

th
e 

re
m

ai
ni

ng
 

20
%

 
in

 
un

de
r 

co
ns

tr
uc

tio
n 

in
fr

as
tr

uc
tu

re
 

pr
oj

ec
ts

 
an

d 
ot

he
r

pe
rm

is
si

bl
e 

in
ve

st
m

en
ts

, 
as

 
de

fin
ed

 
in

 
th

e 

re
gu

la
tio

ns
. 

H
ow

ev
er

, 
th

e 
in

ve
st

m
en

ts
 in

 u
nd

er
 c

on
st

ru
ct

io
n

in
fr

as
tr

uc
tu

re
 p

ro
je

ct
s 

sh
al

l n
ot

 b
e 

m
or

e 
th

an
 1

0%
 o

f t
he

 v
al

ue
 o

f t
he

 a
ss

et
s.

(i)
Li

st
in

g 
sh

al
l b

e 
m

an
da

to
ry

 f
or

 b
ot

h 
pu

bl
ic

ly
 o

ffe
re

d 
an

d 
pr

iv
at

el
y 

pl
ac

ed
 I

nv
IT

s 
an

d 

In
vI

T
 s

ha
ll 

m
ak

e
co

nt
in

uo
us

 d
is

cl
os

ur
es

 in
 te

rm
s 

of
 th

e 
lis

tin
g 

ag
re

em
en

t.

(i
v)

T
h

e 
F

in
a

nc
e

 (
N

o
.2

) 
A

ct
, 

2
01

4
 h

as
 in

tr
od

uc
ed

 a
 s

pe
ci

a
l t

ax
at

io
n 

re
gi

m
e

 f
o

r 
p

ro
vi

d
in

g 

th
e 

m
an

ne
r 

o
f 

ta
xa

b
ili

ty
 o

f 
–

 

 
(1

)
in

co
m

e
 in

 t
h

e 
ha

nd
s 

of
 b

us
in

e
ss

tr
u

st
s;

 a
nd

 

(2
)

in
co

m
e

 d
is

tr
ib

ut
ed

 b
y 

su
ch

 b
u

si
ne

ss
 t

ru
st

s 
in

th
e

 h
an

ds
 o

f 
th

e 
un

it 
h

ol
d

e
rs

.

S
ec

tio
n 

2(
13

A
) 

de
fin

es
 a

 b
us

in
es

s 
tr

us
t t

o 
m

ea
n 

a 
tr

us
t –

 

re
gi

st
er

ed
 a

s 
an

 I
nf

ra
st

ru
ct

ur
e 

In
ve

st
m

en
t 

T
ru

st
 (

In
vi

t)
 o

r 
a 

R
ea

l E
st

at
e 

In
ve

st
m

en
t 

T
ru

st
 (

R
E

IT
);

th
e 

un
its

 o
f w

hi
ch

 a
re

 r
eq

ui
re

d 
to

 b
e 

lis
te

d 
on

 a
 r

ec
og

ni
ze

d 
st

oc
k 

ex
ch

an
ge

 –
 

-i
n 

ac
co

rd
an

ce
 w

ith
 th

e 
re

gu
la

tio
ns

 m
ad

e 
un

de
r 

th
e 

S
E

B
I A

ct
, 1

99
2;

 a
nd

- n
ot

ifi
ed

 b
y 

th
e 

C
en

tr
al

 G
ov

er
nm

en
t i

n 
th

is
 b

eh
al

f.

(v
)

N
ew

 C
ha

pt
er

 X
II-

F
A

, 
co

nt
ai

ni
ng

 t
he

 s
pe

ci
al

 p
ro

vi
si

on
s 

re
la

tin
g 

to
 b

us
in

es
s 

tr
us

ts
, 

ha
s 

be
en

 
in

se
rt

ed
 

w
.e

.f.
 

A
.Y

.2
01

5-
16

. 
 

S
ec

tio
n 

11
5U

A
(1

) 
pr

ov
id

es
 

th
at

 
an

y 
in

co
m

e 
di

st
rib

ut
ed

 b
y 

a 
bu

si
ne

ss
 t

ru
st

 t
o 

its
 u

ni
t 

ho
ld

er
s 

sh
al

l 
be

 d
ee

m
ed

 t
o 

be
 o

f 
th

e 
sa

m
e 

na
tu

re
 a

nd
 i

n 
th

e 
sa

m
e 

pr
op

or
tio

n 
in

 t
he

 h
an

ds
 o

f 
th

e 
un

it 
ho

ld
er

, 
as

 i
t 

ha
d 

be
en

 
re

ce
iv

ed
 b

y,
 o

r 
ac

cr
ue

d 
to

 th
e 

bu
si

ne
ss

 tr
us

t.

(v
i)

S
ec

tio
n 

10
(2

3F
C

) 
ex

em
pt

s 
an

y 
in

co
m

e 
of

 a
 b

us
in

es
s 

tr
us

t b
y 

w
ay

 o
f i

nt
er

es
t r

ec
ei

ve
d 

or
 

re
ce

iv
ab

le
 f

ro
m

 a
 S

pe
ci

al
 P

ur
po

se
 V

eh
ic

le
 (

S
P

V
).

  
T

hu
s,

 t
he

 b
us

in
es

s 
tr

us
t 

en
jo

ys
 a

 
pa

ss
-t

hr
ou

gh
 s

ta
tu

s 
in

 r
es

pe
ct

 o
f i

nt
er

es
t r

ec
ei

ve
d 

or
 r

ec
ei

va
bl

e 
fr

om
a 

S
P

V
.  

S
P

V
 m

ea
ns

 a
n 

In
di

an
 c

om
pa

ny
 in

 w
hi

ch
 th

e 
bu

si
ne

ss
 tr

us
t h

ol
ds

 c
on

tr
ol

lin
g 

in
te

re
st

 a
nd

 

an
y 

sp
ec

ifi
ed

 
pe

rc
en

ta
ge

 
of

 
sh

ar
eh

ol
di

ng
 

or
 

in
te

re
st

, 
as

 
m

ay
 

be
 

re
qu

ire
d 

by
 

th
e 

re
gu

la
tio

ns
 u

nd
er

 w
hi

ch
 s

uc
h 

tr
us

t 
is

 g
ra

nt
ed

 r
eg

is
tr

at
io

n 
(n

ot
 le

ss
th

an
 5

0%
 a

s 
pe

r
th

e 

cu
rr

en
tR

E
IT

 r
eg

ul
at

io
ns

).

(v
ii)

T
he

 d
is

tr
ib

ut
ed

 i
nc

om
e 

of
 t

he
 b

us
in

es
s 

tr
us

t, 
to

 t
he

 e
xt

en
t 

it 
co

m
pr

is
es

 o
f 

in
te

re
st

 
re

fe
rr

ed
 t

o 
in

 s
ec

tio
n 

10
(2

3F
C

),
 i

s 
de

em
ed

 t
o 

be
 t

he
 i

nc
om

e 
of

 t
he

 u
ni

t 
ho

ld
er

 i
n 

th
e 

pr
ev

io
us

 y
ea

r 
of

 d
is

tr
ib

ut
io

n 
an

d 
su

bj
ec

t 
to

 t
ax

 i
n 

th
e 

ha
nd

s 
of

 t
he

 u
ni

t 
ho

ld
er

 i
n 

th
at

 
ye

ar
. 

 A
cc

or
di

ng
ly

, 
th

e 
bu

si
ne

ss
 t

ru
st

 i
s 

re
qu

ire
d 

to
 d

ed
uc

t 
ta

x 
at

 s
ou

rc
e 

on
 i

nt
er

es
t 

co
m

po
ne

nt
 o

f i
nc

om
e 

di
st

rib
ut

ed
 to

 it
s 

un
it 

ho
ld

er
s.

(v
iii

)
A

ny
 d

is
tr

ib
ut

ed
 in

co
m

e 
re

fe
rr

ed
 t

o 
in

 s
ec

tio
n 

11
5U

A
, 

to
 t

he
 e

xt
en

t 
it 

do
es

no
t 

co
m

pr
is

e 
of

 i
nt

er
es

t 
re

fe
rr

ed
 t

o 
in

 s
ec

tio
n 

10
(2

3F
C

),
 r

ec
ei

ve
d 

by
 u

ni
t 

ho
ld

er
s 

is
 e

xe
m

pt
 i

n 
th

ei
r 

ha
nd

s 
un

de
r 

se
ct

io
n 

10
(2

3F
D

).

Exa
mp

le 
A b

usin
ess

 tru
st r

ece
ives

 inc
om

e o
f ` 

1 c
rore

, co
mp

risin
g o

f ` 
80 

lakh
 int

ere
st f

rom
 SP

V 
and

 ` 2
0 la

kh,
 div

ide
nd 

from
 SP

V.  
It d

istr
ibu

tes
 ` 9

0 la
kh 

to i
ts u

nit-
hol

der
s.  

Wh
at a

re 
the

 tax
 im

plic
atio

ns?
Ans

we
r

T
he

 p
ro

po
rt

io
n 

of
 i

nt
er

es
t 

an
d 

di
vi

de
nd

 i
nc

om
e 

in
 t

he
 h

an
ds

 o
f 

ea
ch

 u
ni

t 
ho

ld
er

 w
ou

ld
 

be
 in

 t
he

 r
at

io
 o

f 
8:

2.
 F

or
 e

xa
m

pl
e,

 in
 t

he
 c

as
e 

of
 a

 u
ni

t 
ho

ld
er

 t
o 

w
ho

m
 in

co
m

e 
of

 `
 5

 
la

kh
 i

s 
di

st
rib

ut
ed

, 
`

 
4 

la
kh

 w
ou

ld
 c

on
st

itu
te

 i
nt

er
es

t 
in

co
m

e 
an

d 
`

 
1 

la
kh

 d
iv

id
en

d 
in

co
m

e.
  

T
ax

 h
as

 to
 b

e 
de

du
ct

ed
 b

y 
th

e 
bu

si
ne

ss
 t

ru
st

 o
n 

in
te

re
st

 c
om

po
ne

nt
 o

f 
in

co
m

e 
di

st
rib

ut
ed

 t
o 

un
it 

ho
ld

er
s,

 s
in

ce
 t

he
 b

us
in

es
s 

tr
us

t
en

jo
ys

 a
 p

as
s-

th
ro

ug
h 

st
at

us
 i

n 
re

sp
ec

t 
of

 s
uc

h 
in

co
m

e
an

d 
th

e 
sa

m
e 

is
 t

ax
ab

le
 i

n 
th

e 
ha

nd
s 

of
 t

he
 u

ni
t 

ho
ld

er
. 

H
ow

ev
er

, 
di

vi
de

nd
 in

co
m

e 
is

 e
xe

m
pt

 b
ot

h 
in

 t
he

 h
an

ds
 o

f 
th

e 
bu

si
ne

ss
 t

ru
st

 a
nd

 in
 t

he
 

ha
nd

s 
of

 t
he

 u
ni

t 
ho

ld
er

, 
si

nc
e 

th
e 

S
P

V
 w

ou
ld

 h
av

e 
pa

id
 d

iv
id

en
d 

di
st

rib
ut

io
n 

ta
x 

un
de

r 
se

ct
io

n 
11

5-
O

 o
n 

th
e 

sa
m

e.



(ix
)

A
ny

 p
er

so
n 

re
sp

on
si

bl
e 

fo
r 

m
ak

in
g 

pa
ym

en
t 

of
 d

is
tr

ib
ut

ed
 i

nc
om

e 
on

 b
eh

al
f 

of
 t

he
 

bu
si

ne
ss

 t
ru

st
 t

o 
a 

un
it 

ho
ld

er
 i

s 
re

qu
ire

d 
to

 f
ur

ni
sh

 a
 s

ta
te

m
en

t 
to

 t
he

 u
ni

t 
ho

ld
er

 a
nd

 
th

e 
pr

es
cr

ib
ed

 a
ut

ho
rit

y 
w

ith
in

 th
e 

pr
es

cr
ib

ed
 ti

m
e.

  

T
he

 s
ta

te
m

en
t 

sh
ou

ld
 b

e 
in

 t
he

 p
re

sc
rib

ed
 f

or
m

 a
nd

 m
an

ne
r.

 I
t 

sh
ou

ld
 c

on
ta

in
 t

he
 

pa
rt

ic
ul

ar
s 

of
 t

he
 n

at
ur

e 
of

 i
nc

om
e 

pa
id

 d
ur

in
g 

th
e 

pr
ev

io
us

 y
ea

r 
as

 w
el

l 
as

 t
he

 o
th

er
 

de
ta

ils
 a

s 
m

ay
 b

e 
pr

es
cr

ib
ed

 [S
ec

tio
n 

11
5U

A
 (

4)
]. 

 

(x
)

U
nd

er
 s

ec
tio

n 
13

9(
4E

),
 a

 b
us

in
es

s 
tr

us
t 

is
 m

an
da

to
ril

y 
re

qu
ire

d 
to

 f
ur

ni
sh

 a
 r

et
ur

n 
of

 it
s 

in
co

m
e 

or
 l

os
s 

in
 e

ve
ry

 p
re

vi
ou

s 
ye

ar
. 

 A
ll 

th
e 

pr
ov

is
io

ns
 o

f 
th

e 
In

co
m

e-
ta

x 
A

ct
, 

19
61

 
w

ou
ld

 a
pp

ly
 a

s 
if 

it 
w

er
e 

a 
re

tu
rn

 r
eq

ui
re

d 
to

 b
e 

fu
rn

is
he

d 
un

de
r 

se
ct

io
n 

13
9(

1)
. 

(x
i)

T
he

 s
ch

em
e 

of
 t

ax
ab

ili
ty

 o
f 

in
co

m
e 

in
 t

he
 h

an
ds

 o
f 

th
e 

bu
si

ne
ss

 t
ru

st
, 

un
it 

ho
ld

er
s,

 
sp

on
so

rs
 e

tc
. i

s 
br

ie
fe

d 
in

 th
e 

ta
bl

e 
gi

ve
n 

he
re

un
de

r 
– 

Tra
nsa

ctio
n

Sec
tion

Tax
 an

d T
DS

 im
plic

atio
ns3

(1
)

T
ra

ns
fe

r 
of

 l
is

te
d 

un
its

 
of

 
th

e 

bu
si

ne
ss

 t
ru

st
 b

y 

th
e 

un
it 

ho
ld

er
s 

2(
42

A
)

10
(3

8)
 

11
1A

Tax
 im

plic
atio

ns 
in t

he 
han

ds 
of u

nit
hol

der
s:

S
T

T
 l

ev
ia

bl
e 

on
 t

ra
di

ng
 o

f 
lis

te
d 

un
its

 o
n 

a 
re

co
gn

iz
ed

 s
to

ck
 e

xc
ha

ng
e;

T
he

 p
er

io
d 

of
 h

ol
di

ng
 o

f u
ni

ts
 o

f b
us

in
es

s 
tr

us
t 

to
 

qu
al

ify
 

as
 

“lo
ng

- t
er

m
 

ca
pi

ta
l 

as
se

ts
” 

is
 

“m
or

e 
th

an
 3

6 
m

on
th

s”
;

Lon
g-te

rm 
cap

ital
 ga

ins
w

ou
ld

 b
e 

exe
mp

t in
 

th
e 

ha
nd

s 
of

 th
e 

un
it-

ho
ld

er
s;

Sho
rt-t

erm
 ca

pita
l ga

ins
w

ou
ld

 b
e 

su
bj

ec
t 

to
 

co
nc

es
si

on
al

 
ra

te
 

of
 

ta
x@

15
%

 
(p

lu
s 

su
rc

ha
rg

e,
 if

 a
pp

lic
ab

le
, a

nd
ce

ss
@

3%
).

(2
)

E
xc

ha
ng

e 
of

 

sh
ar

es
 in

 S
P

V
 b

y 

sp
on

so
r 

fo
r 

un
its

 

of
 B

us
in

es
s 

T
ru

st

47
(x

vi
i)

Tax
 im

plic
atio

ns 
in t

he 
han

ds 
of t

he 
spo

nso
r:

S
uc

h 
ex

ch
an

ge
 i

s 
no

t 
tr

ea
te

d 
as

 a
 t

ra
ns

fe
r.

 
H

en
ce

, 
ta

xa
bi

lit
y 

of
 

ca
pi

ta
l 

ga
in

s 
on

 
su

ch
 

tr
an

sf
er

 de
ferr

ed
to

 t
he

 t
im

e 
of

 d
is

po
sa

l 
of

 
un

its
 b

y 
th

e 
sp

on
so

r;

H
ow

ev
er

, 
bo

th
 

ex
em

pt
io

n 
un

de
r 

se
ct

io
n 

10
(3

8)
 

an
d 

th
e 

con
ces

sio
nal

 ra
tes

 of
 ta

x
gi

ve
n 

un
de

r 
se

ct
io

n 
11

1A
 

w
ou

ld
 

not
be

 
av

ai
la

bl
e 

to
 

th
e 

sp
on

so
r 

at
 

th
e 

tim
e 

of
 

di
sp

os
al

 o
f 

un
its

. 
 T

he
re

fo
re

,
lo

ng
-t

er
m

 c
ap

ita
l 

ga
in

s 
w

ou
ld

be
 t

ax
ab

le
@

20
%

 a
nd

 s
ho

rt
-t

er
m

 
ca

pi
ta

l 
ga

in
s 

w
ou

ld
 b

e 
su

bj
ec

t 
to

 t
he

 n
or

m
al

 
ra

te
s 

of
 ta

x 
in

 th
e 

ha
nd

s 
of

 th
e 

sp
on

so
r.

10
(3

8)
 

&
 1

11
A

 

3
T

D
S

  
p

ro
vi

si
o

n
s 

a
re

 a
p

p
lic

a
b

le
 w

ith
 e

ff
e

ct
 f

ro
m

 1
st

O
ct

o
b

e
r,

 2
0

1
4

. 
 T

h
e

 o
th

e
r 

ta
x 

im
p

lic
a

tio
n

s 
a

re
 i

n
 

re
la

tio
n

 t
o

 A
.Y

.2
0

1
5

-1
6

.

49
(2

A
C

)
F

or
 c

om
pu

tin
g 

ca
pi

ta
l 

ga
in

s 
in

 t
he

 h
an

ds
 o

f 

th
e 

sp
on

so
r,

 
cos

t o
fa

cqu
isit

ion
 of

uni
ts

w
ou

ld
 b

e 
de

em
ed

 t
o 

be
 t

he
 c

os
t 

of
 a

cq
ui

si
tio

n 

of
 s

ha
re

s 
to

 th
e 

sp
on

so
r;

F
or

 c
om

pu
tin

g 
ca

pi
ta

l 
ga

in
s

in
 t

he
 h

an
ds

 o
f 

th
e 

sp
on

so
r,

the
 pe

riod
 of 

hol
din

go
f 

un
its

 to
 

in
cl

ud
e 

th
e 

pe
rio

d 
of

 
ho

ld
in

g 
of

 
sh

ar
es

 
fo

r 

de
te

rm
in

in
g 

w
he

th
er

 t
he

 c
ap

ita
l 

ga
in

s 
is

 l
on

g-

te
rm

 o
r 

sh
or

t-
te

rm
.

2(
42

A
)

(3
)

In
te

re
st

 
in

co
m

e 

of
 b

us
in

es
s 

tr
us

t 

fr
om

 S
P

V

10
(2

3F
C

)

19
4A

(3
)(

xi
)

11
5A

(1
) 

(ii
ac

) 

19
4L

B
A

Tax
 im

plic
atio

ns 
in t

he 
han

ds 
of t

he 
bus

ine
ss 

trus
t&

 un
it h

old
ers

 an
d T

DS
 im

plic
atio

ns 
in 

the
 ha

nds
 of 

the
 SP

V &
 bu

sin
ess

 tru
st: 

P
as

s-
th

ro
ug

h 
st

at
us

 f
or

 i
nt

er
es

t 
re

ce
iv

ed
 b

y 

bu
si

ne
ss

 tr
us

t f
ro

m
 S

P
V

: 

In
te

re
st

 in
co

m
e 

is
 n

ot
 t

ax
ab

le
 in

 t
he

 h
an

ds
 

of
 th

e 
bu

si
ne

ss
 tr

us
t; 

an
d

S
P

V
 

is
 

no
t 

re
qu

ire
d 

to
 

de
du

ct
 

ta
x 

at
 

so
ur

ce
 o

n 
in

te
re

st
 p

ai
d 

to
 b

us
in

es
s 

tr
us

t.

T
ax

 
co

ns
eq

ue
nc

es
 

on
 

di
st

rib
ut

io
n 

of
 

su
ch

 

in
co

m
e 

by
 

th
e 

bu
si

ne
ss

 
tr

us
t 

to
 

th
e 

un
it-

ho
ld

er
s:

In
te

re
st

 in
co

m
e 

ta
xa

bl
e 

in
 th

e 
ha

nd
s 

of
 th

e 

un
it 

ho
ld

er
s 

– 

o
@

5%
, 

in
 c

as
e 

of
 u

ni
t 

ho
ld

er
s,

 b
ei

ng
 

no
n-

co
rp

or
at

e 
no

n-
re

si
de

nt
s 

or
 f

or
ei

gn
 

co
m

pa
ni

es
; a

nd

o
at

 
no

rm
al

 
ra

te
s 

of
 

ta
x,

 
in

 
ca

se
 

of
 

re
si

de
nt

 u
ni

t h
ol

de
rs

.

B
us

in
es

s 
tr

us
t 

to
 d

ed
uc

t 
ta

x 
at

 s
ou

rc
e 

on
 

in
te

re
st

 c
om

po
ne

nt
 o

f 
in

co
m

e 
di

st
rib

ut
ed

 

to
un

it 
ho

ld
er

s:

o
@

5%
, 

in
 c

as
e 

of
 u

ni
t 

ho
ld

er
s,

 b
ei

ng
 

no
n-

co
rp

or
at

e 
no

n-
re

si
de

nt
s 

or
 f

or
ei

gn
 

co
m

pa
ni

es
; a

nd

o
@

10
%

, 
in

 
ca

se
 

of
 

re
si

de
nt

 
un

it 

ho
ld

er
s.

 



(4
)

In
te

re
st

 p
ay

m
en

ts
 

to
 n

on
-r

es
id

en
t 

le
nd

er
s 

on
 E

C
B

s 

by
 th

e 
bu

si
ne

ss
 

tr
us

t  

19
4L

C
TDS

 im
plic

atio
ns 

in 
the

 ha
nds

 of
 bu

sin
ess

 
trus

t: T
D

S
@

5%
 

on
 

in
te

re
st

 
pa

ym
en

ts
 

to
 

no
n-

re
si

de
nt

 
le

nd
er

s 
on

 
E

C
B

s 
by

 
th

e 
bu

si
ne

ss
 

tr
us

t 
[S

uc
h 

in
te

re
st

 w
ou

ld
 a

ttr
ac

t 
ta

x 
in

 t
he

 

ha
nd

s 
of

 th
e 

no
n-

re
si

de
nt

 le
nd

er
s@

5%
 a

s 
pe

r 

se
ct

io
n 

11
5A

]. 

T
he

 
ab

ov
e 

co
nc

es
si

on
al

 
ra

te
 

of
 

T
D

S
 

is
 

ap
pl

ic
ab

le
 

to
 

m
on

ey
s 

bo
rr

ow
ed

 
by

 
th

e 

bu
si

ne
ss

 
tr

us
t 

in
 

fo
re

ig
n 

cu
rr

en
cy

 
fr

om
 

a 

so
ur

ce
 o

ut
si

de
 I

nd
ia

, 
w

ith
 t

he
 a

pp
ro

va
l 

of
 t

he
 

C
en

tr
al

 G
ov

er
nm

en
t –

 

(a
)

U
nd

er
 

a 
lo

an
 

ag
re

em
en

t 
at

 
an

y 
tim

e 

be
fo

re
 1

.7
.2

01
7;

(b
)

B
y 

w
ay

 o
f 

is
su

e 
of

 l
on

g-
te

rm
 b

on
ds

 a
t 

an
y 

tim
e 

on
 o

r 
af

te
r 

1.
10

.2
01

4
bu

t 
be

fo
re

 

1.
7.

20
17

.

(5
)

D
iv

id
en

d 
re

ce
iv

ed
 

by
 th

e 
bu

si
ne

ss
 

tr
us

t f
ro

m
 S

P
V

 
11

5-
O

 &

10
(3

4)

10
(2

3F
D

)

Tax
 im

plic
atio

ns 
in 

the
 ha

nds
 of

 th
e S

PVs
, 

bus
ine

ss 
trus

t an
du

nit 
hol

der
s:

S
in

ce
 t

he
 S

P
V

 w
ou

ld
 b

e 
su

bj
ec

t 
to

 d
iv

id
en

d 

di
st

rib
ut

io
n 

ta
x 

u/
s 

11
5-

O
, 

th
e 

di
vi

de
nd

 

re
ce

iv
ed

 
by

 
th

e 
bu

si
ne

ss
 

tr
us

t 
w

ou
ld

 
be

 

ex
em

pt
 in

 it
s 

ha
nd

s;

T
he

 d
iv

id
en

d 
co

m
po

ne
nt

 o
f i

nc
om

e 
di

st
rib

ut
ed

 

by
 t

he
 t

ru
st

 t
o 

un
it 

ho
ld

er
s 

w
ill

 a
ls

o 
be

 e
xe

m
pt

 

fr
om

 ta
x 

in
 th

e 
ha

nd
s 

of
 u

ni
t h

ol
de

rs
.

(6
)

C
ap

ita
l g

ai
ns

 o
n 

di
sp

os
al

 o
f 

as
se

ts
 b

y 
th

e 

B
us

in
es

s 
T

ru
st

11
5U

A
(2

)

Tax
 im

plic
atio

ns 
in t

he 
han

ds 
of t

he 
Bus

ine
ss 

Tru
st a

nd 
Uni

t ho
lde

rs: 
C

ap
ita

l 
ga

in
s 

is
 c

ha
rg

ea
bl

e 
at

 t
he

 a
pp

lic
ab

le
 

ra
te

s 
in

 th
e 

ha
nd

s 
of

 th
e 

B
us

in
es

s 
T

ru
st

:

In
 

ca
se

 
of

 
lo

ng
-t

er
m

 
ca

pi
ta

l 
ga

in
s,

 
th

e 

pr
ov

is
io

ns
 o

f s
ec

tio
n 

11
2 

w
ou

ld
 a

pp
ly

;

In
 c

as
e 

of
 s

ho
rt

-t
er

m
 c

ap
ita

l g
ai

ns
 o

n 
sa

le
 

of
 l

is
te

d 
sh

ar
es

, 
th

e 
pr

ov
is

io
ns

 o
f 

se
ct

io
n 

11
1A

 w
ou

ld
 a

pp
ly

;

S
ho

rt
-t

er
m

 
ca

pi
ta

l 
ga

in
s,

 
ot

he
r 

th
an

 
th

e 

ga
in

s 
su

bj
ec

t 
to

 t
ax

 u
nd

er
 s

ec
tio

n 
11

1A
, 

w
ou

ld
 

be
 

su
bj

ec
t 

to
 

m
ax

im
um

 
m

ar
gi

na
l 

ra
te

.  
 

10
(2

3F
D

)

If 
su

ch
 c

ap
ita

l 
ga

in
s 

ar
e 

fu
rt

he
r 

di
st

rib
ut

ed
 t

o 

un
it-

ho
ld

er
s,

 
th

e 
co

m
po

ne
nt

 
at

tr
ib

ut
ab

le
 

to
 

ca
pi

ta
l g

ai
ns

 w
ou

ld
 b

e 
ex

em
pt

 in
 t

he
 h

an
ds

 o
f 

th
e 

un
it 

ho
ld

er
s.

(7
)

In
co

m
e 

of
 

bu
si

ne
ss

 
tr

us
t 

[O
th

er
 

th
an

 

in
te

re
st

 
an

d 

di
vi

de
nd

 
fr

om
 

S
P

V
 

an
d 

ca
pi

ta
l 

ga
in

s 
su

bj
ec

t 
to

 

ta
x 

un
de

r 
se

ct
io

n 

11
2 

/ 1
11

A
]

11
5U

A
(2

)

10
(2

3F
D

)

Tax
 im

plic
atio

n in
 th

e h
and

s o
f th

e B
usi

nes
s 

Tru
sta

nd 
Uni

t ho
lde

rs: 
A

ny
 o

th
er

 in
co

m
e 

of
 t

he
 t

ru
st

 is
 c

ha
rg

ea
bl

e 
to

 

ta
x 

at
 

th
e 

m
ax

im
um

 
m

ar
gi

na
l 

ra
te

 
(i.

e.
, 

@
33

.9
9%

).

S
uc

h 
in

co
m

e 
di

st
rib

ut
ed

 t
o 

un
it 

ho
ld

er
s 

w
ou

ld
 

be
 e

xe
m

pt
 in

 th
ei

r 
ha

nd
s.

Exa
mp

le
A R

EIT
 giv

es 
par

ticu
lars

 of 
its i

nco
me

 for
 the

 P.Y
.20

14-
15:

(1)
Inte

res
t in

com
e fr

om
 SP

V –
 ` 5

 cro
re;

(2)
Div

ide
nd 

inco
me

 fro
m S

PV
 – `

 3 c
rore

;
(3)

Sho
rt-te

rm 
cap

ital 
gai

ns 
on 

sale
 of 

liste
d s

har
es 

of S
PV

 – `
 2c

rore
;

(4)
Sho

rt-te
rm 

cap
ital 

gai
ns 

on 
sale

 of 
dev

elo
pm

ent
al p

rop
erti

es 
– `

 1 c
rore

(5)
Inte

res
t re

ceiv
ed 

from
 inv

est
me

nts
 in

unl
iste

d d
ebe

ntu
res

of r
eal

 es
tate

 co
mp

ani
es 

– `
 10

lakh
; 

Dis
cus

s th
e ta

x c
ons

equ
enc

es 
of t

he 
abo

ve 
inco

me
 ea

rne
d b

y th
e R

EIT
in t

he 
han

ds
of 

the
 RE

IT a
nd 

the
 un

it h
old

ers
,as

sum
ing

 tha
tth

e R
EIT

 ha
s d

istr
ibu

ted
 ` 1

0 c
rore

 to 
the

 
uni

t ho
lde

rs i
n th

e P
.Y.2

014
-15

.
Ans

we
r

S. No.
Nat

ure
 of 

Inc
om

e
Tax

 tre
atm

ent
(1

)
In

te
re

st
 

in
co

m
e 

of
`

 5
 c

ro
re

 f
ro

m
 

S
P

V
 

N
o 

ta
x 

lia
bi

lit
y 

in
 t

he
 h

an
ds

 o
f 

R
E

IT
 d

ue
 t

o 
pa

ss
-t

hr
ou

gh
 

st
at

us
 e

nj
oy

ed
 b

y 
it 

in
 r

es
pe

ct
 o

f 
in

te
re

st
 i

nc
om

e 
fr

om
 S

P
V

. 

T
he

re
fo

re
, 

S
P

V
 i

s 
no

t 
re

qu
ire

d 
to

 d
ed

uc
t 

ta
x 

at
 s

ou
rc

e 
on

 

in
te

re
st

 p
ay

m
en

t t
o 

R
E

IT
.

H
ow

ev
er

, t
he

 R
E

IT
 h

as
 to

 d
ed

uc
t t

ax
 a

t s
ou

rc
e 

– 

-
@

10
%

, 
on

 i
nt

er
es

t 
co

m
po

ne
nt

 o
f 

in
co

m
e 

di
st

rib
ut

ed
 t

o 

re
si

de
nt

 u
ni

t h
ol

de
rs

; a
nd

-
@

5%
, 

on
 

in
te

re
st

 
co

m
po

ne
nt

 
of

 
in

co
m

e 
di

st
rib

ut
ed

 
to

 

no
n-

co
rp

or
at

e 
no

n-
re

si
de

nt
 

un
it 

ho
ld

er
s 

an
d 

fo
re

ig
n 

co
m

pa
ni

es
.



In
te

re
st

  
co

m
po

ne
nt

 o
f 

in
co

m
e 

di
st

rib
ut

ed
 t

o 
un

it 
ho

ld
er

s 
is

 

ta
xa

bl
e 

in
 th

e 
ha

nd
s 

of
 th

e 
un

it 
ho

ld
er

s–
@

5%
, i

n 
ca

se
 o

f u
ni

t 

ho
ld

er
s,

 
be

in
g 

no
n-

co
rp

or
at

e 
no

n-
re

si
de

nt
s 

or
 

fo
re

ig
n 

co
m

pa
ni

es
; a

nd
 a

t n
or

m
al

 r
at

es
 o

f t
ax

, i
n 

ca
se

 o
f r

es
id

en
t u

ni
t 

ho
ld

er
s.

T
he

 
in

te
re

st
 

co
m

po
ne

nt
 

of
 

in
co

m
e 

re
ce

iv
ed

 
fr

om
 

th
e 

bu
si

ne
ss

 t
ru

st
 i

n 
th

e 
ha

nd
s 

of
 e

ac
h 

un
it-

ho
ld

er
 w

ou
ld

 b
e 

de
te

rm
in

ed
 in

 th
e 

pr
op

or
tio

n 
5/

11
.1

.

(2
)

D
iv

id
en

d 
in

co
m

e 

of
`

 
3 

cr
or

e 

fr
om

 S
P

V
 

N
o 

ta
x 

lia
bi

lit
y 

in
 t

he
 h

an
ds

 o
f 

R
E

IT
 s

in
ce

 d
iv

id
en

d 
is

 s
ub

je
ct

 

to
 d

iv
id

en
d 

di
st

rib
ut

io
n 

ta
x 

un
de

r 
se

ct
io

n 
11

5-
O

 i
n 

th
e 

ha
nd

s 

of
 th

e 
S

P
V

.

N
o 

ta
x 

lia
bi

lit
y 

on
 

th
e 

di
vi

de
nd

 
co

m
po

ne
nt

 
of

 
in

co
m

e 

di
st

rib
ut

ed
 to

 u
ni

t h
ol

de
rs

. 

(3
)

S
ho

rt
-t

er
m

 

ca
pi

ta
l 

ga
in

s 
of

  

`
 2

 c
ro

re
 o

n 
sa

le
 

of
 

lis
te

d 
sh

ar
es

 

of
 S

P
V

R
E

IT
 is

 li
ab

le
 t

o 
pa

y 
ta

x@
15

%
 u

nd
er

 s
ec

tio
n 

11
1A

 in
 r

es
pe

ct
 

of
 s

uc
h 

sh
or

t-
te

rm
 c

ap
ita

l g
ai

ns
. 

N
o

ta
x 

lia
bi

lit
y 

on
 

th
e 

ca
pi

ta
l 

ga
in

 
co

m
po

ne
nt

 
of

 
in

co
m

e 

di
st

rib
ut

ed
 to

 u
ni

t h
ol

de
rs

.

(4
)

S
ho

rt
-t

er
m

 

ca
pi

ta
l 

ga
in

s 
of

`
 1

 c
ro

re
on

 s
al

e 

of
 d

ev
el

op
m

en
ta

l 

pr
op

er
tie

s

T
ax

ab
le

 a
t 

m
ax

im
um

 m
ar

gi
na

l r
at

e 
of

 3
3.

99
%

in
 t

he
 h

an
ds

 o
f 

th
e 

R
E

IT
. 

N
o 

ta
x 

lia
bi

lit
y 

on
 

th
e 

ca
pi

ta
l 

ga
in

 
co

m
po

ne
nt

 
of

 
in

co
m

e 

di
st

rib
ut

ed
 to

 u
ni

t h
ol

de
rs

.

(5
)

In
te

re
st

 
of

 
`

 
10

 

la
kh

 
re

ce
iv

ed
 

in
 

re
sp

ec
t 

of
 

in
ve

st
m

en
t 

in
  

un
lis

te
d 

de
be

nt
ur

es
 

of
 

re
al

 
es

ta
te

 

co
m

pa
ni

es

S
uc

h 
in

te
re

st
 

is
 

ta
xa

bl
e@

33
.9

9%
,

be
in

g 
th

e 
m

ax
im

um
 

m
ar

gi
na

l r
at

e,
 in

 th
e 

ha
nd

s 
of

 th
e 

bu
si

ne
ss

 tr
us

t. 
 

N
o 

ta
x 

lia
bi

lit
y 

on
 

th
e 

in
te

re
st

 
co

m
po

ne
nt

 
of

 
in

co
m

e 

di
st

rib
ut

ed
 to

 u
ni

t h
ol

de
rs

.

(b)
Div

ide
nds

 re
cei

ved
 by

 In
dia

n c
om

pan
ies

 fro
m 

spe
cifi

ed 
for

eig
n c

om
pan

ies
 to

 be
 

ent
itle

d t
o c

onc
ess

ion
al 

rat
e o

f ta
x w

itho
ut 

res
tric

tion
 of

 be
nef

it t
o a

 pa
rtic

ula
r 

ass
ess

me
nt y

ear
(s)

[Se
ctio

n 1
15B

BD
]

Eff
ect

ive
 fro

m: 
A.Y

.20
15-

16
(i

)
D

iv
id

en
ds

 r
ec

e
iv

e
d

 b
y 

In
di

an
 c

om
p

an
ie

s 
fr

o
m

 sp
eci

fied
 fo

reig
n c

om
pan

ies
a

re
 

su
b

je
ct

 t
o

 a
 c

on
ce

ss
io

na
l 

ta
x 

ra
te

 o
f 

1
5%

 o
n

 g
ro

ss
 d

iv
id

e
nd

 (
in

 t
he

 s
en

se
, 

th
a

t 
no

 

e
xp

en
di

tu
re

 w
ou

ld
 b

e
 a

llo
w

ab
le

 i
n

 r
es

pe
ct

 o
f 

su
ch

 d
iv

id
en

d
) 

a
s 

a
ga

in
st

 t
h

e
 n

o
rm

al
 

ta
x 

ra
te

 o
f 

30
%

 o
n

 n
et

 d
iv

id
e

nd
. 

 T
hi

s 
is

 p
ro

vi
de

d
 f

or
 u

nd
er

 s
ec

tio
n

 1
15

B
B

D
, 

in
se

rt
e

d
b

y 
th

e
 F

in
an

ce
 A

ct
, 

2
01

1
 a

nd
 a

p
pl

ic
a

bl
e

 f
o

r 
A

.Y
.2

0
12

-1
3.

T
he

 b
en

ef
it 

of
 

th
is

 c
o

nc
es

si
on

al
 r

a
te

 u
n

de
r

se
ct

io
n

 1
15

B
B

D
 w

as
 e

xt
e

nd
ed

 t
o

 t
h

e
 A

.Y
.2

01
3

-1
4

 b
y 

th
e 

F
in

an
ce

 A
ct

, 
2

01
2

 a
nd

 A
.Y

.2
0

14
-1

5 
by

 t
he

 F
in

an
ce

 A
ct

, 
2

01
3.

  
 

(i
i)

T
h

e 
F

in
a

nc
e 

(N
o

.2
) 

A
ct

, 
20

14
 h

a
s 

no
w

 e
xt

en
de

d
 t

he
 b

en
e

fit
 o

f 
co

nc
es

si
o

na
l 

ra
te

 o
f 

ta
xa

tio
n@

1
5%

 
on

 
gr

os
s 

di
vi

d
en

d
 

re
ce

iv
ed

 
by

 
In

di
an

 
co

m
pa

n
ie

s 
fr

o
m

 
sp

ec
ifi

e
d 

fo
re

ig
n 

co
m

pa
ni

es
 w

ith
ou

t 
lim

iti
n

g 
it 

to
 a

 p
a

rt
ic

ul
a

r 
a

ss
e

ss
m

en
t 

ye
a

r,
 i

n
 o

rd
er

 t
o 

e
nc

ou
ra

ge
 I

nd
ia

n 
co

m
pa

ni
es

 t
o 

re
pa

tr
ia

te
 f

o
re

ig
n 

di
vi

d
en

d
s 

in
to

 t
he

 c
ou

nt
ry

. 
 

(i
ii)

A
cc

or
di

ng
ly

, 
fo

r 
A

.Y
.2

0
15

-1
6 

a
n

d
 s

ub
se

q
ue

nt
 a

ss
es

sm
e

nt
 y

ea
rs

,
th

e
g

ro
ss

 d
iv

id
e

nd

re
ce

iv
ed

 b
y 

In
di

an
 c

o
m

p
an

ie
s 

fr
om

 s
p

ec
ifi

ed
 f

or
ei

gn
 c

om
p

an
ie

s 
w

o
ul

d 
be

 s
ub

je
ct

 t
o 

ta
x 

a
t

th
e

 r
at

e 
of

 1
5%

. 
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 a

s 
di

vi
d

en
d

s 
an

d 
no

 c
re

di
t 

in
 r

es
pe

ct
 o

f 
it 

ca
n

 b
e 

cl
a

im
e

d
 b

y 
th

e 

co
m

pa
n

y
or

 t
h

e 
sh

a
re

ho
ld

er
.

(i
ii)

L
ik

ew
is

e,
 u

n
de

r 
se

ct
io

n
1

15
R

, 
a

dd
iti

on
al

 i
nc

om
e

-t
a

x
is

 l
e

vi
ed

in
 r

e
sp

ec
t 

o
f 

in
co

m
e 

d
is

tr
ib

ut
ed

 b
y 

th
e 

m
u

tu
a

lf
u

nd
s 

to
 it

s 
in

ve
st

or
s 

at
 t

he
sp

ec
ifi

ed
ra

te
s.



(i
v)

In
 

th
e

 
e

ar
lie

r 
ta

x 
re

g
im

e
 

w
h

en
 

d
iv

id
e

nd
s 

w
e

re
 

ta
xa

b
le

 
in

 
th

e 
ha

nd
s 

of
 

th
e 

sh
a

re
ho

ld
er

, 
th

e
 g

ro
ss

a
m

ou
n

t 
o

f 
d

iv
id

e
nd

 r
e

p
re

se
n

tin
g

 t
he

 d
is

tr
ib

ut
ab

le
 s

u
rp

lu
s 

w
a

s 
ta

xa
b

le
, 

an
d 

th
e 

ta
x 

o
n 

th
is

 
am

ou
nt

 
w

a
s 

pa
id

 
b

y 
th

e 
sh

ar
eh

ol
de

r
at

 
th

e 

a
pp

lic
ab

le
 r

a
te

d
ep

e
nd

in
g 

on
 t

he
 s

la
b

 o
f 

in
co

m
e 

he
 f

el
l i

n
to

. 
  

(v
)

H
o

w
ev

er
, 

w
ith

 e
ff

ec
t 

fr
om

 1
st

Ju
n

e,
 1

99
7,

 C
ha

pt
er

 X
II

-D
 w

a
s 

in
se

rt
ed

 b
y 

th
e

 F
in

an
ce

 

A
ct

, 
19

97
 t

o
 l

e
vy

 a
dd

iti
o

na
l 

in
co

m
e

-t
ax

 a
t 

a
 f

la
t 

ra
te

 o
f 

10
%

 o
n

 d
is

tr
ib

ut
ed

 p
ro

fit
s 

of
 

d
om

es
tic

 c
om

pa
ni

es
. 

 C
u

rr
en

tly
, 

ad
di

tio
n

al
 i

nc
om

e
-t

ax
 i

s 
b

ei
ng

 l
e

vi
e

d
 a

t 
th

e
 r

a
te

 o
f 

1
5%

. 
 H

o
w

ev
er

, 
th

e
se

 r
a

te
s 

ha
ve

so
 f

ar
be

en
 a

p
pl

ie
d

 o
n

 t
h

e
 a

m
o

un
t 

p
ai

d
 a

s 

d
iv

id
e

nd
(i

.e
.,

 o
n

 t
h

e
 n

et
 a

m
ou

nt
 d

is
tr

ib
ut

ed
 b

y 
th

e
 c

om
pa

ny
 i

ns
te

ad
 o

f 
th

e
 g

ro
ss

 

a
m

o
un

t 
in

cl
u

di
ng

 t
he

d
is

tr
ib

ut
io

n 
ta

x 
pa

ya
bl

e
 b

y 
th

e
 c

om
pa

ny
).

 

(v
i)

T
h

er
ef

or
e,

 
th

e
a

dd
iti

on
al

 
in

co
m

e-
ta

x
u

nd
er

 
b

ot
h

 
se

ct
io

ns
 

11
5

-O
 

an
d

 
1

15
-R

 
is

cu
rr

en
tly

 b
ei

ng
 c

o
m

p
ut

ed
 w

ith
 r

e
fe

re
nc

e 
to

 t
he

 n
et

 a
m

o
un

t
di

st
ri

b
ut

ed
. 

(v
ii)

O
n

 a
cc

o
un

t 
o

f 
th

e
di

ff
er

en
ce

 in
 t

he
 b

a
se

 o
f 

th
e

 in
co

m
e

 d
is

tr
ib

ut
ed

 o
r 

th
e

 d
iv

id
e

nd
 o

n 

w
h

ic
h

 t
h

e 
di

st
ri

bu
tio

n
 t

ax
 i

s 
ca

lc
ul

at
ed

, 
th

e
 e

ff
ec

tiv
e

ta
x 

ra
te

 i
s 

lo
w

e
r 

th
a

n 
th

e
 r

at
e 

p
ro

vi
de

d 
in

 t
he

 r
es

pe
ct

iv
e

 s
ec

tio
ns

.

(v
iii

)
W

ith
 

a
 

vi
e

w
 

to
 

e
ns

u
re

 
th

at
 

ta
x 

is
 

le
vi

e
d

 
o

n
 

th
e

 
co

rr
e

ct
 

b
as

e
, 

th
e

 
a

m
o

un
t 

o
f 

d
is

tr
ib

ut
ab

le
 

in
co

m
e

 
an

d
 

th
e

 
d

iv
id

e
nd

s 
w

h
ic

h
 

a
re

 
a

ct
ua

lly
re

ce
iv

ed
by

 
th

e
 

u
ni

t 

h
ol

de
r 

o
f 

m
u

tu
al

 f
un

d 
or

 s
ha

re
ho

ld
e

rs
 o

f 
th

e
 d

om
es

tic
 c

om
pa

ny
 h

av
e

to
 b

e 
gr

os
se

d 

u
p

 f
or

 t
he

 p
u

rp
os

e
 o

f
co

m
pu

tin
g

 a
dd

iti
o

na
l i

nc
om

e
-t

a
x.

(i
x)

C
o

ns
eq

ue
nt

ly
, 

ne
w

 s
u

b-
se

ct
io

n
 (

1
B

) 
h

as
 b

e
en

 i
ns

e
rt

ed
 i

n 
se

ct
io

n
 1

1
5-

O
 t

o
 p

ro
vi

d
e 

th
at

 
fo

r 
th

e
 

p
ur

po
se

s
of

 
de

te
rm

in
in

g 
th

e
 

ta
x 

o
n

 
d

is
tr

ib
u

te
d

p
ro

fit
s 

p
ay

ab
le

 
in

 

a
cc

o
rd

a
nc

e
 w

ith
 t

he
 s

ec
tio

n 
1

15
-O

, 
an

y 
am

o
un

t 
by

 w
a

y 
o

f 
di

vi
de

n
ds

 r
ef

e
rr

ed
 t

o 
in

 

se
ct

io
n

1
15

-O
(1

),
 

as
 

re
d

uc
e

d
 

by
 

th
e 

am
ou

nt
 

re
fe

rr
e

d 
to

 
in

 
se

ct
io

n
 

1
15

-O
(1

A
) 

[r
ef

er
re

d
 t

o
 a

s 
n

et
 d

is
tr

ib
ut

ed
 p

ro
fit

s]
,

sh
al

l 
b

e
 i

n
cr

ea
se

d 
to

su
ch

 a
m

ou
n

t 
a

s 
w

ou
ld

, 

a
ft

e
r 

re
d

uc
tio

n 
of

 t
h

e 
ta

x 
on

 s
uc

h
 i

nc
re

as
ed

 a
m

ou
nt

 a
t 

th
e

 r
a

te
 s

pe
ci

fie
d 

in
 s

ec
tio

n

1
15

-O
(1

),
 b

e
 e

qu
al

to
 t

h
e 

ne
t 

di
st

ri
bu

te
d 

p
ro

fit
s.

(x
)

L
ik

ew
is

e,
n

e
w

 s
ub

-s
ec

tio
n

 (
2A

) 
ha

s 
b

ee
n 

in
se

rt
ed

 in
 s

ec
tio

n
 1

1
5

R
to

 p
ro

vi
de

 t
ha

t 
fo

r 

th
e 

pu
rp

os
e

s 
of

 d
e

te
rm

in
in

g 
th

e
 a

dd
iti

on
al

 i
nc

o
m

e
-t

ax
pa

ya
bl

e 
in

 a
cc

o
rd

an
ce

 w
ith

 

se
ct

io
n

 
11

5R
(2

),
 

th
e

 
a

m
o

un
t 

of
 

di
st

ri
bu

te
d

 
in

co
m

e
 

sh
a

ll 
be

 
in

cr
ea

se
d

 
to

 
su

ch

a
m

o
un

t 
as

 w
ou

ld
, 

af
te

r 
re

du
ct

io
n 

o
f 

th
e

 a
dd

iti
on

al
 i

nc
om

e
-t

a
x 

o
n 

su
ch

 i
nc

re
as

ed
 

a
m

o
un

t 
a

t 
th

e
 r

a
te

 s
pe

ci
fie

d 
in

 s
e

ct
io

n
11

5
R

(2
),

 b
e

 e
qu

al
 t

o
 t

h
e

 a
m

ou
nt

 o
f 

in
co

m
e 

d
is

tr
ib

ut
ed

 b
y 

th
e 

M
u

tu
a

l F
u

nd
.

Exa
mp

le  
X L

td.,
 a 

dom
est

ic c
om

pan
y, h

as 
dis

trib
ute

d o
n 1

/11
/20

14,
 div

ide
nd 

of `
 
230

 lak
h to

 its
 

sha
reh

old
ers

. O
n 1

/10
/20

14,
  X

 Ltd
. ha

s re
cei

ved
 div

ide
nd 

of `
 60

 lak
h fr

om
 its

 do
me

stic
 

sub
sid

iary
 co

mp
any

 Y L
td.,

 on
 wh

ich
 Y L

td. 
has

 pa
id d

ivid
end

 dis
trib

utio
n ta

x u
nde

r se
ctio

n 
115

-O.
 Co

mp
ute

 the
 ad

diti
ona

l in
com

e-ta
x p

aya
ble

 by
 X L

td. 
und

er s
ect

ion
 11

5-O
.

An
sw

er
Par

ticu
lars

`
 

in l
akh

D
iv

id
en

d 
di

st
ri

bu
te

d 
by

 X
 L

td
. 

2
30

Les
s:D

iv
id

e
nd

 r
ec

ei
ve

d
 f

ro
m

 s
u

bs
id

ia
ry

 Y
 L

td
.

6
0

N
e

t 
di

st
ri

bu
te

d 
pr

o
fit

s
170

Add
:

In
cr

ea
se

 
fo

r 
th

e 
p

u
rp

os
e

 
of

 
gr

os
si

n
g

 
u

p
 

o
f 

d
iv

id
e

nd

15
17

0
(1

00
15

)
4

3
0

Gro
ss 

div
ide

nd
200

A
d

di
tio

na
l i

n
co

m
e

-t
a

x 
pa

ya
b

le
by

 X
 L

td
.

u/
s

11
5-

O
[1

5%
 o

f 
`

 2
00

 la
kh

]
3

0
.0

0

Add
:S

ur
ch

ar
ge

@
10

%
3

.0
0

33.
00

Add
:Ed

uc
a

tio
n

 c
es

s@
2%

 a
nd

 S
H

E
C

@
1%

0
.9

9

33.
99

SIG
NIF

ICA
NT

 NO
TIF

ICA
TIO

NS
/CI

RC
UL

AR
S   

1.
Cla

rifi
cat

ion
 reg

ard
ing

 sc
ope

 of 
add

itio
nal

 inc
om

e-ta
x o

n d
istr

ibu
ted

 inc
om

e u
nde

r 
sec

tion
 11

5R 
[Ci

rcu
lar 

No
. 6/

201
4, d

ate
d 1

1.2
.20

14]
 

S
e

ct
io

n
 1

1
5

R
 p

ro
vi

de
s 

fo
r 

le
vy

 o
f 

a
dd

iti
on

al
 t

ax
 o

n
 d

is
tr

ib
u

te
d 

in
co

m
e 

to
 u

ni
t 

h
ol

de
rs

. 

S
o

m
e

 A
ss

es
si

ng
 O

ff
ic

er
s 

ha
ve

 t
ak

e
n 

a
 v

ie
w

 t
ha

t 
m

u
tu

al
 f

un
ds

/s
p

ec
ifi

ed
 c

om
pa

ni
e

s 
a

re
 

re
qu

ir
ed

 t
o

 p
ay

 a
d

di
tio

n
al

 i
nc

om
e-

ta
x 

un
de

r 
se

ct
io

n
 1

1
5R

 n
ot

 o
nl

y 
on

 i
nc

o
m

e
 d

is
tr

ib
u

te
d 

b
y 

w
ay

 o
f 

di
vi

d
en

d 
bu

t 
al

so
 o

n
 p

a
ym

e
n

ts
 m

a
de

 a
t 

th
e

 t
im

e 
of

 r
e

de
m

pt
io

n/
re

pu
rc

ha
se

 o
f 

u
ni

ts
 a

s 
w

e
ll 

as
 a

t 
th

e
 t

im
e

 o
f 

al
lo

tm
en

t 
of

 b
on

us
 u

n
its

 t
o

 e
xi

st
in

g 
in

ve
st

o
rs

.

O
n 

th
es

e
 is

su
es

, 
th

e 
C

B
D

T
 h

a
s 

cl
a

ri
fie

d
 t

he
 f

ol
lo

w
in

g
 –

 

(i
)

S
e

ct
io

n
 1

1
5

R
(2

) 
re

qu
ir

es
 p

ay
m

e
nt

 o
f 

a
dd

iti
on

al
 i

nc
om

e
-t

a
x 

a
t 

th
e

 r
at

es
 p

re
sc

ri
be

d 

th
er

eu
nd

er
 in

 r
e

sp
ec

t 
of

 a
ny

 a
m

o
un

t 
di

st
ri

bu
te

d 
by

 a
 s

p
ec

ifi
ed

 c
om

p
an

y
or

 a
 m

ut
ua

l 

fu
nd

 t
o

 i
ts

 u
ni

t 
ho

ld
er

s.
 T

he
 i

nc
o

m
e

 s
o

 d
is

tr
ib

u
te

d
 b

y 
su

ch
 e

n
tit

ie
s 

co
ns

tit
u

te
s 

d
iv

id
e

nd
 

pa
id

 
to

 
th

e
 

u
ni

t 
h

ol
de

rs
 

a
nd

 
is

 
lia

b
le

 
to

 
ta

x 
th

er
eu

nd
er

. 
 

H
o

w
ev

e
r,

 

red
em

ptio
n o

f un
its 

or 
rep

urc
has

e o
f un

its 
wo

uld
 no

t at
tra

ct l
evy

 of 
tax

 un
der

 

4
A

s 
pe

r 
ne

w
 s

ub
-s

ec
tio

n 
(1

B
) 

of
 s

ec
tio

n 
11

5-
O

, f
or

 th
e 

pu
rp

os
e 

of
 g

ro
ss

in
g 

up
, t

he
 r

at
e 

sp
ec

ifi
ed

 in
 s

ub
-s

ec
tio

n 
(1

) 
ha

s 
to

 b
e 

co
ns

id
er

ed
. 

 T
he

 r
at

e 
sp

ec
ifi

ed
 i

n 
su

b-
se

ct
io

n 
(1

) 
is

 1
5%

. 
 F

ur
th

er
, 

in
 t

he
 e

xa
m

pl
e 

gi
ve

n 
in

 t
he

 
Exp

lana
tory

 Me
mo

ran
dum

to
 th

e 
F

in
an

ce
 (

N
o.

2)
 B

ill
, 2

01
4,

 g
ro

ss
in

g 
up

 h
as

 b
ee

n 
do

ne
 a

t t
he

 r
at

e 
of

 1
5%

.  

H
ow

ev
er

, i
t i

s 
al

so
 p

os
si

bl
e 

to
 ta

ke
 a

 v
ie

w
 th

at
 g

ro
ss

in
g 

up
 s

ho
ul

d 
be

 d
on

e 
at

 th
e 

ra
te

 o
f 1

6.
99

5%
 (

th
at

 is
, 1

5%
 p

lu
s 

su
rc

ha
rg

e@
10

%
 p

lu
s 

ed
uc

at
io

n 
ce

ss
 a

nd
 S

H
E

C
@

3%
),

 w
hi

ch
 is

 th
e 

ef
fe

ct
iv

e 
ra

te
 o

f d
iv

id
en

d 
di

st
rib

ut
io

n 
ta

x.
 



sec
tion

 11
5R(

2) 
as 

suc
h i

nco
me

 is 
not

 in
 th

e n
atu

re 
of 

inc
om

e “
dis

trib
ute

d” 
to t

he 
uni

t ho
lde

rsa
nd

 h
en

ce
, 

lie
s 

o
ut

si
de

 t
he

 p
ur

vi
e

w
 o

f 
th

is
 s

ec
tio

n
.

(i
i)

F
u

rt
he

r,
 t

h
e

 i
nc

om
e

 s
o

 d
is

tr
ib

u
te

d
 b

y 
th

e
 m

ut
ua

l 
fu

nd
 o

r 
th

e
 s

p
ec

ifi
ed

 c
o

m
p

an
y 

is
 

sp
ec

ifi
ca

lly
 e

xe
m

p
t 

fr
o

m
 t

ax
 u

nd
e

r 
se

ct
io

n
 1

0
(3

5)
 i

n
 t

he
 h

an
ds

 o
f 

th
e

 r
e

ci
p

ie
nt

 u
n

it 

h
ol

de
rs

. 
A

s 
p

er
 t

h
e

 p
ro

vi
so

 t
o

 s
ec

tio
n

 1
0(

35
),

 e
xe

m
pt

io
n 

o
f 

in
co

m
e

 t
h

er
eu

nd
er

 i
s 

n
o

t 
ap

pl
ic

a
bl

e
 t

o
 t

ho
se

 c
a

se
s 

w
h

er
e

 t
ra

ns
fe

r 
of

 u
ni

ts
 t

ak
e

 p
la

ce
. 

 T
h

e 
re

ci
p

ie
nt

 o
f 

in
co

m
e

 is
, 

th
e

re
fo

re
, 

lia
bl

e
 t

o
p

ay
 c

a
pi

ta
l g

ai
ns

 t
a

x,
 if

 a
pp

lic
ab

le
, 

as
 p

er
 t

he
 r

e
le

va
n

t 

p
ro

vi
si

o
ns

 o
f 

th
e 

A
ct

, 
on

 t
ra

ns
fe

r 
o

f 
su

ch
 u

n
its

.

(i
ii)

A
ls

o,
 s

in
ce

 i
ss

u
e

 o
f 

bo
nu

s 
u

ni
ts

 i
s 

no
t 

ak
in

 t
o

 d
is

tr
ib

u
tio

n
 o

f 
in

co
m

e
 b

y 
w

ay
 o

f 

d
iv

id
e

nd
, 

th
e

 s
am

e
 w

o
ul

d
 n

o
t 

be
 s

u
bj

ec
t 

to
 a

d
di

tio
n

al
 i

n
co

m
e

 t
a

x 
u

nd
e

r 
se

ct
io

n 

1
15

R
. 

 T
hi

s 
in

fe
re

nc
e

 c
an

 b
e

 d
ra

w
n

 f
ro

m
 t

h
e 

p
ro

vi
si

on
s 

o
f 

se
ct

io
n

 5
5,

 p
re

sc
ri

bi
n

g 

“c
o

st
 o

f 
a

cq
u

is
iti

on
” 

o
f 

bo
nu

s 
sh

ar
es

 a
s 

N
il 

fo
r 

th
e 

pu
rp

os
e

s 
of

 c
om

pu
ta

tio
n

 o
f 

ca
p

ita
l g

ai
n

s 
ta

x.

T
h

us
, 

in
 v

ie
w

 o
f 

th
e

 a
bo

ve
 p

os
iti

on
, 

th
e

 C
B

D
T

 h
as

, 
in

 e
xe

rc
is

e 
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