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NEWS AND UPDATES – 04 February 2011
UPDATES
Early Exit Scheme extended

The Ministry of Corporate Affairs has issued a circular extending the date of "The Easy Exit Scheme, 2011" to 30th April 2011.

FDI in India sees first slump since March '03
India's foreign direct investment is headed for the first drop since the year ending March 2003, hindering a bid to match China’s surging economy, even as overseas money poured into Indian stock and bonds at a record pace. Data show FDI fell 24% to $19 billion between April and November compared with the same period a year earlier. 

Rate hikes may squeeze bank margins in January-March
Banks may see some pressure on their interest margins in the fourth quarter as they may have to raise deposit rates. They are expected to take the cue from the Reserve Bank of India which signalled higher interest rates for the system when it raised its benchmark policy rate — the repo and reverse repo rates — by 25 basis points (one basis point is 0.01 percentage point) at its last week's annual policy review. Repo and reverse repo are the rates at which the Reserve Bank of India lends funds to banks and absorbs surplus funds against government securities. In the current quarter, net interest income — profits made from the differences between the cost of mobilising deposits and interest charged on lending — may be squeezed because of higher cost of funds as deposit rates could go up.

I-T dept may write off some arrears

The government is considering a mechanism to analyse, profile and finally write off irrecoverable income tax arrears of tax defaulters as it looks to reduce administrative cost incurred on maintaing records of these bad debt and clean its books. Arrears for direct tax have touched Rs 2.5 lakh crore till last fiscal, of which Rs 1.43 lakh crore is not considered as recoverable by the income tax department. Still the department has to mainatain record of the arrears and compute interest and penalty on such defaults. 

Fee to foreign satellite companies not taxable: HC
The Delhi High Court has ruled that the fee paid by Indian broadcasters to foreign satellite service providers cannot be taxed in India, giving relief to global satellite and undersea cable companies. The High Court has held the payment made for the use of transponders on foreign satellites does not constitute "royalty" and hence is not taxable in India.

I-T slaps notice on Cadbury, Kraft; seeks takeover details
The income-tax department has served a notice on Cadbury India and its overseas parent, Kraft Foods Inc , seeking details of its $19-billion global takeover of Cadbury last year. The notice follows a directive from the finance ministry after a public interest petition was filed in the Delhi High Court in 2010 claiming that Kraft had “completely and illegally avoided” tax liabilities related to the sale of shares and capital assets in India. The move is the latest in a series of efforts by the Indian revenue department to tax overseas deals, the most famous being the Vodafone deal.

Input cost balancing may get exporters refund of service tax
A new scheme to refund service tax to exporters is in the works as the government seeks to neutralise all input taxes to enhance competitiveness of the country's export sector. The finance ministry has set up an expert panel to work out the modalities of the scheme. "Refund of service tax has been a big irritant for exporters," a government official told ET. The new scheme is likely to be on the lines of the duty drawback scheme under which exporters are reimbursed taxes paid on inputs at a fixed rate decided by an expert panel every year depending on changes in the tax rates. If the scheme is finalised well in time, an announcement could be made in the forthcoming budget on February 28, the official said. The move follows recommendations by a committee appointed by the department of commerce to look into transaction costs faced by the exporters. A task force also monetized transaction costs worth $12-15 billion, which was 7-10% of exports valued at $160-165 billion. The total merchandise exports from India stood at $178.66 billion in 2009-10 and the government proposes to raise it to $200 billion in the current fiscal. 

Ameesha gets tax break on costumes, cosmetics
The Income Tax Appellate Tribunal has allowed Bollywood actress Ameesha Patel to claim full tax deduction on the money she spent on her costume and make up in 2004-05. "The compulsions of public glare and virtual blurring of the line of demarcation between personal life and professional life requires these glamour professionals to be on their best all the time, and no part of the expenses on their make up and costumes can, for public appearances therefore, be disallowed as personal expenses," a tribunal bench in Mumbai said.
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