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NEWS AND UPDATES – 01 July 2011
UPDATES
SC to look into withdrawal of tax sops to exporters
The Supreme Court has decided to look into an amendment in the Income Tax Act that withdrew various tax incentives granted to exporters to encourage foreign exchange earnings in the country. A bench headed by Justice RV Raveendran, on the Centre's plea, has transferred to itself a batch of petitions challenging the constitutional validity and vires of retrospective insertion of conditions in the third proviso to Section 80 HHC of the Income tax Act, 1961. Many exporters led by the Indian Exporters Grievances Forum had moved various high courts challenging the amendment that provided for deduction of profits, from total income of the assessees, retained for export businesses. While the Centre had amended Section 80HHC by Sections 3 and 4 of the Taxation Laws (Amendment) Act, 2005, the amendment was implemented retrospectively from April 1, 1998.

PAN must for jewellery buy of Rs 5 lakh and above
Any person planning to buy jewellery worth Rs5 lakh and more or paying a life insurance premium of Rs50,000 or above, has to quote PAN (Permanent Account Number) from July 1. “As per the amendments in the income tax (I-T) rules, coming into effect from July 1, quoting PAN will be mandatory for any payment of Rs5 lakh and above for purchase of jewellery or insurance premium of Rs50,000 or above,” an I-T official confirmed. The customer would need to submit copy of his PAN and quote it as well with the jeweller, while buying jewellery. High-value purchase of jewellery, among valuables, have often been feared to be a much favoured route for circulation of black money and quoting of PAN would help the tax authorities in tracking such transactions.

Goods, services tax rollout likely in June next: CBEC chief
Mr Sumit Dutt Majumder, Chairman, Central Board of Excise and Customs (CBEC), said that Goods and Services Tax may be rolled out in June or July 2012. The roll out was originally scheduled in April 2012. Unlike Direct Taxes Code (DTC), GST was a transaction-based tax and so it could be implemented even mid-way during the financial year, he said. “The implementation of GST calls for Constitutional amendment and the Bill has been referred to the standing committee on finance.

GST rates to be between 16-20%: CBEC
The Central Board of Excise and Customs (CBEC) said that tax rates under the proposed Goods and Services Tax (GST) regime in India is likely to be between 16-20%. "World over, GST rates are typically between 16% and 20%. In India it is likely to be the same," CBEC Chairman Sumit D Majumdar told reporters here. He said tax rates under the proposed GST would come down sharply and the number of assessees would rise by 5-6 times. Although rates would come down, tax collection would go up due to increased buoyancy, he said on the sidelines of a session organised by the Bharat Chamber of Commerce. A Constitutional Amendment Bill on GST was introduced in the Lok Sabha in the last Budget Session.

FDI: Cycle seems to be turning
Typically after a slowdown, inflows take nearly 10 quarters to revive. While demand destruction is an irrefutable reality, the long-term levers of growth are rebounding, even if growth slows down in the near-term. This year has been dominated by the three big ‘I’s’ — interest rates, inflows and inflation. While the battle against inflation is being waged primarily through interest rate rises, long-term inflows are showing signs of revival. After falling 25 per cent in last financial year, foreign direct investment (FDI) inflows into India are seemingly picking up. Gross FDI inflows rose 43 per cent year-on-year to $3.1 billion in April alone this year, the highest inflows in a month since August 2009.

India-Mauritius DTAA review not to impact FDI in long run
Review of India's three-decade old double taxation avoidance agreement (DTAA) with Mauritius will not impact foreign direct investment inflows to the country in the long run, a senior government official said. "The DTAA review will not have any impact (on the FDI inflows into the country) in the long run," an official in the Department of Industrial Policy and Promotion (DIPP) said, adding "genuine investors will continue investing in India". Talks for reviewing the DTAA are likely to begin in July or August. While the government has been pressing for re-negotiating DTAA with Mauritius seeking to plug the loopholes and revenue leakages, some experts have raised concerns that the move may impact foreign direct investment (FDI) into the country. Nearly 42 per cent of FDI into India is routed through Mauritius.

Govt trying to build consensus: FM
India has told the United States that it is trying to further liberalise the retail and defence sectors for foreign direct investment (FDI). “Discussions are underway to build a consensus on further liberalisation of the FDI policy in these sectors,” Finance Minister Pranab Mukherjee said at a function organised by the Confederation of Indian Industry and The Brookings Institution, in Washington last evening. Government officials had earlier told Business Standard the issue of allowing up to 49 per cent FDI in sectors like multi-brand retail, defence, media and civil aviation through downstream investment by Indian-owned and -controlled entities would be discussed at an inter-ministerial meeting. (See Business Standard of June 27) At the US-India Economic and Financial Partnership meet, Mukherjee said ownership and control were now central to the FDI policy and the methodology in this regard had been clearly defined.

House panel defers decision on FDI cap in insurance
Barely 24 hours Parliament’s Standing Committee on Finance was scheduled to adopt its report on the Insurance Laws (amendment) Bill, the issue was again put on hold. The move comes after the draft report was circulated among members — the penultimate step before discussing and adopting a report by the standing committee. The Bill proposes to increase Foreign Direct Investment (FDI) to 49 per cent from the existing level of 26 per cent. The parliamentary panel had scheduled a meeting tomorrow to adopt its report on the Bill, among other things. Sources in the committee attributed the deferment to internal tussle among panel members, some of whom did not want the report to be adopted so soon, although the Bill is pending before the committee since September 2009.

India, Singapore ink DTAA to exchange tax information
India has amended a Double Taxation Avoidance Agreement (DTAA) with Singapore to allow for exchange of information in tax matters. Banking information would also come under the ambit of the new agreement. This would help India track assets illegally stashed away in Singapore. Recently, while investigating into the tax evasion case of Pune-based businessman Hasan Ali, the Income Tax Department had sought some information from the Singapore branch of an Indian public sector bank. The information, however, was denied citing banking secrecy as per the law of Singapore. The amended treaty would help get information in such cases.
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