MINISTRY OF FINANCE
(Department of Revenue)

(CENTRAL BOARD OF DIRECT TAXES)
NOTIFICATION
New Delhi, the 27th December, 2016
INCOME-TAX

S.0. 4168(E).—n exercise of the powers conferred by sub-sedtlprof section 295 of the Income-
tax Act, 1961 (43 of 1961), the Central Board ofddt Taxes hereby makes the following rules furtioer
amend the Income-tax Rules, 1962, namely:-

1. (1) These rules may be called the Incomg36% Amendment) Rules, 2016.
(2) It shall be deemed to have come into forcenftbe £' day of April, 2016.
2. Inthe Income-tax Rules, 1962, in rule 67, fav-sule (2), the following shall be substitutednedy:-

“(2) The manner of investment referred to in sule-(d) shall be in accordance with the followingolea
namely:-

TABLE
INVESTMENT PATTERN
Sl. No. INVESTMENT Percentage amount to
be invested in items
referred to in
column(2)
1) (2) (3)
i. Government Securities and Related Investments Minimum  forty-five
(a) Government Securities; per cent. and upto fifty
(b) other securities, as defined in section 2(h) tlhé Securities Contracts”®" cent.

(Regulation) Act, 1956, the principal whereof antkerest whereon is fully and
unconditionally guaranteed by the Central Goveantynor any State Government;
and/or

(c) units of mutual funds set up as dedicated fufudsinvestment in Govt
securities and regulated by the Securities and &gph Board of India.

il. Debt Instruments and Related Investments: Minimum thirty-five
(a) Listed (or proposed to be listed in case eélirissue) debt securities issued|tP€r  cent. and upto
bodies corporate, including banks and public fif@nimstitutions, which have aforty-five per cent.
minimum residual maturity period of three yearsiirthe date of investment;
(b) Basel Il Tier-l bonds issued by scheduled nmrcial banks under the
guidelines issued by the Reserve Bank of India;
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(c) Rupee Bonds having an outstanding maturitytdéast three years issued py

institutions of the International Bank for Recoostion and Developmen
International Finance Corporation and Asian Develept Bank;

(d) Term Deposit receipts of not less than one yemation issued by scheduled

commercial banks, which satisfy the following citimhs on the basis o

published annual reports for the most recent yeassrequired to have been

published by them under any law for the time bémfprce:
(i) having declared profit in the immediately peeing three financial years;
(i) maintaining a minimum Capital to Risk Weigbtéssets Ratio of nine pg

cent., or mandated by prevailing norms of ReseraekBof India, whichever i$

higher;

(i) having net non-performing assets of not méran four per cent. of the n
advances; and

(iv) having a minimum net worth of not less thamthundred crore rupees and/q

(e) units of debt mutual funds as regulated byustes and Exchange Board
India;
(f) The following infrastructure related debt inshents;

(i) Listed (or proposed to be listed in case oflfréssue) debt securities issued
body corporates engaged mainly in the businesswéldpment or operation ar
maintenance of infrastructure, or development, wanson or finance of low cog
housing and including securities issued by Indialvifys or any of the bod
corporates in which it has majority shareholding, any Authority of the
Government which is not a body corporate and has bermed mainly with the
purpose of promoting development of infrastructure:

Provided that any structural obligation underta&etetter of comfort issued by th
Central Government, Indian Railways or any Authoot the Central Governmen
for any security issued by a body corporate engagedhe business o
infrastructure, which notwithstanding the termstie letter of comfort or thg
obligation undertaken, fails to enable its inclus&s security covered under sy
clause (b) of clause (i), shall be treated as &gibt# security under this sulj
category;

(ii) Infrastructure and affordable housing Bondssuied by any schedulg

commercial bank, which meets the conditions spettifn sub-clause (d) of claus

(ii);

(i) Listed (or proposed to be listed in casefi@sh issue) securities issued
Infrastructure debt funds operating as a Non-Bamkiinancial Company an
regulated by the Reserve Bank of India;

(iv) Listed (or proposed to be listed in case odsh issue) units issued f
Infrastructure Debt Funds operating as a MutualdFammd regulated by Securiti¢
and Exchange Board of India.
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Short-term Debt Instruments and Related Investments
(&) Money market instruments;

Upto five per cent.

(b) Units of liquid mutual funds regulated by thec8rities and Exchange Board [of
India.
(c) Term Deposit Receipts of up to one year dumatgsued by such scheduléd
commercial banks which satisfy all the conditionsntioned in sub-clause (d) of
clause (ii).
iv. Equities and Related Investments Minimum five per

(a) Shares of body corporates listed on BombagkSxchange or National Stog
Exchange, which have,-
(i) Market capitalization of not less than fiveottsand crore rupees as on the d
of investment; and

(ii) Derivatives with the shares as underlyingdid in either of the two stogk

exchanges; and/or

(b) Units of mutual funds regulated by the Se@&sitand Exchange Board
India, which have minimum sixty five per cent. belr investment in shares

kcent. and upto fifteen
per cent.
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body corporates listed on Bombay Stock Exchandéational Stock Exchange;
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(c) Exchange Traded Funds/ Index Funds regulatgdthie Securities and
Exchange Board of India that replicate the ponfodif either Bombay Stoc
Exchange Sensex Index or National Stock Exchangg fifty Index;

(d) Exchange Traded Funds issued by SecuritiesEamtiange Board of India
regulated mutual funds constructed specifically dminvestment of shareholding
of the Government of India in body corporates;
(e) Exchange traded derivatives regulated by #meuties and Exchange Board
of India having the underlying of any permissiblstdd stock or any of th
permissible indices, with the sole purpose of heglgi

A

D

V. Asset Backed, Trust Structured and Miscellaneous Westments Upto five per cent.
(a) mortgage based Securities or Residentialgage based securities;
(b) units issued by Real Estate Investment Triegsilated by the Securities and
Exchange Board of India;
(c) Asset Backed Securities regulated by the S#&sirand Exchange Board of
India.
(d) Units of Infrastructure Investment Trusts regetl by the Securities and
Exchange Board of India.

Provided that the portfolio invested under sub-sta(b) of clause (i) of the said Table shall notrbe
excess of ten percent of the total portfolio of filned:

Provided further that, irrespective of the propmrtof investments specified in clause (i) of thiel sa
table, exposure of a trust to any Individual MutBahd, under sub-clause (c) of the said clauseciwhas
been set up as a dedicated fund for investmenbirefament Securities, shall not exceed five pet.adnts
total portfolio at any point of time and fresh isttments made in them shall not exceed five per. ofrihe
fresh accretions in the year:

Provided also that the investment stated in subselgb) of clause (ii) shall be made only in such
Tier-I bonds which are proposed to be listed irecafsinitial offering of the bonds and if such Fiebonds
are listed and regularly traded, investment shalnade in such bonds of a Scheduled commercial Barnk
the Secondary Market:

Provided also that the total portfolio investedamay time, in Tier | bonds referred to sub-clauseof
clause (ii) of the said Table shall not be morattveo per cent. of the total portfolio of the furadd

(i) noinvestment in initial offerings shall exaetwenty per cent. of the initial offering,

(i) the aggregate value of Tier | bonds of anytipalar bank held by the fund at any point of time
shall not exceed twenty per cent. of such bond®isby that Bank.

Provided also that for sub-clause (c) of claugeofithe said Table, a single rating of AA or abdwye
a domestic or international rating agency will lseeptable:

Provided also that the debt securities coveredsuteclause (b) of clause (i) of the said Tablalsh
be excluded from the securities covered under eléi)sof the said Table.

Provided also that in sub-clause (e) of clausef(i&sh investment in Debt Mutual Funds shall ret b
more than five per cent. of the fresh accretiongsted in the year and the portfolio invested enttshall not
exceed five per cent. of the total portfolio of fhad at any point in time.

Provided also that the investment under sub-cléa)seb) and items (i) to (iv) of (f) of clause)(of
the said Table shall be made only in such secsintiich have minimum AA rating or equivalent in the
applicable rating scale from at least two credingpagencies registered with Securities and Exgbdoard
of India under Securities and Exchange Board ofalii@redit Rating Agency) Regulation, 1999.

Provided also that in case of item (iii) of the salause (f) of clause (ii) of the said Table th&éngs
shall relate to the Non-Banking Financial Compang &or item (iv) of the sub-clause (f) of clausg @f the
said Table the ratings shall relate to the inveatne eligible securities rated above investmeratdgrof the
scheme of the fund:

Provided also that if the securities or entihlese been rated by more than two rating agendies, t
two lowest of all the ratings shall be considered:
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Provided also that investments under sub-claugeghjaand sub-clause (f) of clause (ii) of th@sa
Table requiring a minimum AA rating, shall be pessible in securities having investment grade rabielgw
AA in case the risk of default for such securitiedully covered with Credit Default Swaps issuettier
Guidelines of the Reserve Bank of India and puretiealong with the underlying securities and purehas
amount of such Swaps shall be considered to betiment made under this clause:

Provided also that investment stated in sub-cléa)sef clause (iii) of the said Table in paper esu
by body corporates shall be made only in suchunstnts which have minimum rating of Al + by at lea#
credit rating agencies registered with the Seagritind Exchange Board of India and if paper has bated
by more than two rating agencies, the two loweshefratings shall be considered:

Provided also that investment in sub-clause (aglafise (iii) of the said Table in Certificates of
Deposit of up to one year duration issued by scleeidcommercial banks will require the bank to $atil
conditions mentioned in sub-clause (d) of claugefithe said table:

Provided also that the aggregate portfolio investesuch mutual funds stated in sub-clause (b) of
clause (iv) of the said Table shall not be in ezaafsfive per cent. of the total portfolio of thend at any
point in time and the fresh investment in such rmlfunds shall not be in excess of five per cehthe fresh
accretions invested in the year:

Provided also that the portfolio invested in detiies in terms of contract value shall not be iness
of five per cent. of the total portfolio investedsub-clauses (a) to (d) of clause (iv) of the Jaitle:

Provided also that investment under clause (vhefsaid Table shall only be in listed instrumemts o
fresh issues that are proposed to be listed:

Provided also that investment under clause (vhefsaid Table shall be made only in such securities
which have minimum AA or equivalent rating in thgpéicable rating scale from at least two creditngt
agencies registered by the Securities and ExchBoged of India under Securities and Exchange Boérd
India (Credit Rating Agency) Regulations, 1999:

Provided also that in case of the sub-clause (B)(dnof the clause (v) of the said Table, thenggi
shall relate to the rating of the sponsor entibafing the trust:

Provided also that if the securities/entities hiagen rated by more than two rating agencieswibe t
lowest of the ratings shall be considered:

Provided also that any proceeds arising out of@sef put option, tenure or asset switch or trafde
any asset before maturity can be invested in aritiepermissible categories in the manner thahwaigaven
point of time the percentage of assets under thi@gory shall not exceed the maximum limit presatibor
that category and also shall not exceed the maxitiminprescribed for the sub-categories, if atjowever,
asset switch because of any Reserve Bank of Indiedated Government debt switch would not be covered
under this restriction.

Provided also that fresh accretions to the fundl sleainvested in the permissible categories sjetif
in this investment pattern in a manner consistetit pecified maximum permissible percentage anstmt
be invested in each such investment category, vdide complying with such other restrictions as enad
applicable for various sub-categories of the pesiiis investments:

Provided also that the turnover ratio, being thieevaf securities traded in the year divided by the
average value of the portfolio at the beginninghefyear and at the end of the year, should naeskono.

Provided also that in the event of the rating of erstrument mentioned in the Table for being rated
and their rating falling below the investment grads confirmed by One Credit Rating Agency regéster
under sub-section (1A) of section 12 of the Selasriand Exchange Board of India Act, 1992 (15 &2)9
the option of exit shall be considered and exedgias appropriate, in a manner that is in the inéstest of
the subscribers and released fund shall be invasictordance with the manner provided in the &abl

Provided also that if the fund has engaged senatgsofessional fund manager or asset managers
for management of its assets, payment to whom wenom the basis of the value of each transactia, t
value of funds invested by them in any mutual famehtioned in any of the clauses of the Table ohBrge
Traded Funds or Index Funds shall be reduced betorputing the payment due to them.
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Explanation 1.—The manner of investment specified in this sub-ghlell apply to the aggregate amount of
investible moneys with the fund in the previousryea

Explanation 2.—or the purposes of this sub-rule,—

(i)

(ii)

(iif)

(iv)

v)

(vi)

Fresh accretions to the funds shall be the summeéhvested funds from the past and receipts
like contributions to the funds, dividend, interegtimmission, amount received on the maturity
of investment made prior to thé& day of April, 2015 etc., as reduced by obligatonygo during
the financial year.

the expression "Government securities" shall h&agemeaning assigned to it in clause (b) of
section 2 of the Securities Contracts (Regulathat) 1956;

the expression “Infrastructure” for the purposesui-clause (f) of clause (ii) of the Table shall
have the meaning as referred to in Notificatioreda#® March, 2015 (F No 11/14/2013-PR) of
Department of Financial Services.

the expression “public financial institutions” athhave the meaning as assigned to it under
section 2 of the Companies Act, 2013 (1 of 2013);

the expression “public sector company” shall hdaeerheaning assigned to it in clause (36A) of
section 2 of the Income-tax Act;

the expression "securitieshall have the meaning assigned to it in clabpef(section 2 of the
Securities Contracts (Regulation) Act, 1956.]

[Notification No. 122/201, F. No. 370142/4/2016-T]PL
ABHISHEK GAUTAM, Under Secy. (Tax Policy & Legisian)

Note: The principle rules were published vide NotificatiNo. S.O. 969 dated the"2®larch, 1962 which has
been amended from time to time, the last amendbeng S.O. 4110 (E) dated*2December, 2016.
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