[image: image1.png]




R G D & Co.

+ 91 22 23876993

Chartered Accountants

www.dasija.com


NEWS AND UPDATES – 04 November 2011
UPDATES
Exports of 68 services may get service tax refund
Exports of as many as 68 services, including banking and asset management, will be eligible for refund of service tax, as per a draft circular of the Revenue Department. The Central Board of Excise and Customs (CBEC) in order to streamline the process of sanctioning of refund claims arising on account of service tax on input services that have gone into exports of services, has sought public comments by November 30 on the draft circular. However, if the input service has made no contribution to exports and has been exclusively utilised for domestic operations, it would not be eligible to refund, the CBEC's draft added.

Service tax hike on cards but no impact on inflation: CBEC
Brace yourselves for taxing times. The outgoing chairman of the CBEC says the government may hike services tax rates to plug the revenue gap, reports CNBC-TV18’s Aakansha Sethi. If it is a rate hike it will be from 10-12%. Before the crisis in 2008, the service tax rate was 12% which was brought down to 8% as part of the fiscal stimulus package. Then last year it was taken up to 10% and now the Finance Ministry is again considering increasing it to 12% because this year has been a tough one as far as the fiscal deficit is concerned.

Indian Government mulling higher excise duty that could make diesel cars more expensive!

Diesel cars cost more to make than petrol cars and are hence INR 80,000 to 1 Lakh more expensive than comparable petrol cars. Diesel cars are also inherently more fuel efficient than petrol cars. This factor, along with the steep increase in petrol prices due to deregulation has meant that diesel cars have been the toast of the season in terms of sales. For long the Indian government has been grappling with the differential pricing for diesel along with deregulation of diesel prices. Diesel, a fuel that is used extensively by the transportation and agriculture sectors in India is a commodity whose price directly affects inflation. Due to this, diesel prices have not been deregulated to match global prices and there exists a subsidy for diesel to artificially keep the diesel price lower. Getting around this politically sensitive issue seems to be proving difficult for the Indian government, which might not go in for diesel price deregulation anytime too soon.

Govt plans to bring corporate guarantees under tax net
The government may impose tax on companies giving guarantees for overseas acquisitions, but its efforts to plug a loophole may upset corporates eager to snap up cheap foreign assets. The Income-Tax Department reasons that corporate guarantees are given at a cost. Typically, a charge or fee is payable if a company gives a guarantee to unrelated parties. However, when such guarantees are given to an associated enterprise or a related party for the purpose of an acquisition, the parties involved make adjustments.

CBDT's extensive scrutiny of NGOs
Tax returns of 100,000 entities under scanner, as preparation for DTC, say officials. The exercise being carried out by the Central Board of Direct Taxes (CBDT) to detect tax evasion by all such entities, a senior official told Business Standard. “About 100,000 NGOs have filed tax returns in 2010-11 and the department has started picking up the cases for scrutiny on the basis of certain criteria relating to the type of NGOs and financial activities beyond a specified limit,” he added, while declining to provide details.
CASE LAW
Unexplained moneys
Ashok Chaddha v. ITO [2011] 14 taxmann.com 57 (Delhi)

Decision:

Collecting jewellery of 906.900 grams by a woman in form of ‘stree dhan’ or on other occasions such as birth of a child, etc. in a married life of 25 years is not abnormal and cannot be treated as unexplained jewellery under section 69A.
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