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NEWS AND UPDATES – 03 June 2011
UPDATES
India, Tanzania sign double taxation avoidance treaty
Prime Minister Manmohan Singh announced a new line of credit (LoC) of $180 million for Tanzania. The two countries also signed a double-taxation avoidance treaty and agreed to work together to curb piracy and terrorism. On the last day of his official engagements in Africa, Manmohan Singh pitched for greater economic cooperation between the two countries and offered an LoC of $180 million for a drinking water supply project in the capital. He also announced a fresh grant of $10 million for capacity building projects in the social and educational sectors. “India, on its part, is ready to partner Tanzania in its nation-building efforts. We will focus on areas like agriculture, small and medium industries, healthcare and human resource development,” Manmohan Singh said at the joint press conference. The two sides also agreed to facilitate the process of diversifying and increasing the investment of Indian companies operating on Tanzanian soil. The two countries also signed a double-taxation avoidance treaty, which Tanzanian President Jakaya Mrisho Kikwete said was important for bilateral trade. While Singh called for increasing Indian investment in Tanzania, the Tanzanian president said he wanted India to help in manufacturing, information technology, textiles, tractors and irrigation equipment.

Govt notifies DTAA with Mozambique
The government notified Double Taxation Avoidance Agreement (DTAA) with African nation Mozambique to prevent tax evasion and money laundering. The DTAA stipulates that business profits will be taxable in the source country if the activities of an enterprise constitute a permanent establishment in the source nation, CBDT said in a statement. It said examples of permanent establishment include a branch, factory, office, place of management, etc.

Companies with tax haven links set to be penalized

The government is set to penalise companies deciding to do business with tax havens that are reluctant to share banking and tax-related information. It will deduct tax at source and charge a higher withholding tax on any fund transfers to a person or entity located in non-cooperative countries as part of efforts to curb the flow of black money by making tax saving jurisdictions less attractive for investors.

I-T Dept to use power to arrest to retrieve huge tax arrears
The Income Tax Department is all set to crack the whip on tax defaulters by invoking its power, which has not been used for many years, to arrest and prosecute evaders. The step comes in the backdrop of the government initiating various steps to curb generation of black money in the country and also recently notifying the creation of the first-ever Criminal Investigation (CI) unit in the I-T Department.

I-T dept plans to accept refund applications at ATMs
After tying up with banks for providing tax deducted at source (TDS) details through internet banking and payment of tax at ATMs (automated teller machines), the income tax department is planning to take the convergence of banking and tax services to the next level. The department plans to give taxpayers the facility of applying for tax refunds and tax credits through ATMs. Taxpayers will also be able to check the status of their refund applications at ATMs. They will also be able to spot mistakes they may have made while filing for refunds/credits. In future, taxpayers may also be allowed to file returns through the banking channel. “The revenue department plans to expand collaboration with banks. Taxpayers will be able to apply for refunds and get them through ATMs. They may also be allowed to file returns through ATMs. The idea is in initial stages, but some Nordic countries such as Sweden have already implemented it,” a finance ministry official told Business Standard. The department expects these measures to increase tax compliance and collections, besides making the interface between the government and taxpayers more efficient and transparent.

FinMin arms fight over tax refunds
The finance ministry is facing an internal conflict over income tax refunds. The Income-Tax Department has turned down a proposal by the Department of Economic Affairs (DEA) to go slow on refunds to taxpayers. The matter has escalated and reached Finance Minister Pranab Mukherjee. DEA has asked the Central Board of Direct Taxes (CBDT) to go slow on tax refunds in the coming months so that the government does not face any resource crunch. CBDT has rejected Revenue Secretary Sunil Mitra’s contention by saying that taxpayer money can’t be withheld. This has alarmed DEA, which is expected to be hard-pressed for funds given the possibility of slower economic growth and an increase in the subsidy bill.
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