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CBDT notifies rules and form with respect to functioning of the 
Approving Panel for the purpose of the GAAR provisions    
 

18 September 2019 

Background 

As per the provisions of Section 144BA of the Income-
tax Act, 1961 (the Act), if, the Assessing Officer (AO), 
at any stage of assessment or reassessment, 
considers that it is necessary to declare an 
arrangement as an impermissible avoidance 
arrangement under the General Anti-Avoidance Rules 
(GAAR), he may make reference to the Principal 
Commissioner or Commissioner in this regard.  

The Principal Commissioner or Commissioner may 
issue notice to the taxpayer providing him opportunity 
of being heard before invoking GAAR provisions. If the 
taxpayer does not furnish any objection to the notice 
within the specified time, the Principal Commissioner or 
Commissioner shall issue appropriate direction in 
respect of declaration of the arrangement to be an 
impermissible avoidance arrangement. 

In case the taxpayer objects to the application of GAAR 
provisions and if the Principal Commissioner or 
Commissioner is not satisfied by the explanation of the 
taxpayer, he shall make a reference to the Approving 
Panel.  

As per Section 144BA(18), the chairperson and 
members of the Approving Panel shall meet, as and 
when required, to consider the references made to the 
Approving Panel and shall be paid such remuneration 
as may be prescribed. Further as per Section 
144BA(21), the Central Board of Direct Taxes (CBDT) 
may make rules for the purposes of the constitution and 
efficient functioning of the Approving Panel and 
expeditious disposal of the references. 

CBDT Notification 

Recently, CBDT has issued a Notification1 amending 
the Income-tax Rules, 1962 (the Rules) to introduce 
new rules and form with respect to functioning of the 
Approving Panel. Rules will come into force from the 
date of their publication in the Official Gazette i.e. 17 
September 2019.  

________________ 

1 CBDT Notification No. 67/2019, 17 September 2019  

New Rule 10UD prescribes the procedure for making 
reference to the Approving Panel which is as follows: 

 A reference to the Approving Panel shall be made 
in the new Form No. 3CEIA (form for making 
reference to the Approving Panel) along with a copy 
of Form No. 3CEI (recording the satisfaction by the 
commissioner before making a reference to the 
Approving Panel) and such other documents which 
the Principal Commissioner or the Commissioner 
deems fit. 

 It should be submitted in four sets, either in Hindi or 
English. 

New Rule 10UE prescribes the following procedure 
before the Approving Panel: 

 A reference received under Rule 10UD of the Rules 
shall be circulated by the chairperson of the said 
Panel among the other members within seven days 
from the date of receipt of such reference. 

 The Chairperson of the Approving Panel shall be 
issued the notice to the AO and the taxpayer 
affording an opportunity of being heard specifying 
therein the date and place of hearing. 

 The meetings of the Approving Panel shall take 
place at such place as the Approving Panel may 
decide. 

New rule 10UF provides that for attending the meeting 
of an Approving Panel, the Chairperson and other 
members of the said Panel shall be entitled to: 

 a sitting fee of six thousand rupees per day; and  

 travelling allowances including transportation 
charges for local travel and daily allowances 
(including accommodation) as admissible to an 
officer of the rank of Special Secretary to the 
Government of India. 
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Our comments 

The GAAR provisions provide wide powers to the tax 
authorities to deal with impermissible tax avoidance 
arrangements. The GAAR provisions have come into 
effect from Assessment Year 2018-19. However, 
rules for referring the matter to the Approving Panel 
and for functioning of such panel were awaited. The 
Notification has prescribed procedure for referring to 
the Panel and functioning of such Panel. New rules 
will help to ensure smooth working of the GAAR 
mechanism.  
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