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NEWS AND UPDATES – 06 January 2012
UPDATES
Higher capital gains tax on unlisted shares could be bad for private equity funds
Public and private investments spur economic growth. In an emerging economy like India, capital investment is key to maintaining the current growth rate. Over the next five years, for instance, the construction industry alone will need an additional investment of $150 billion to $200 billion to fund assets and working capital. Investments by private equity and venture capital funds have been a major source of funding in India.

Service tax on freight in abeyance till March 31
Five days after finally deciding to impose 10% service tax on freight carried by railways, the government has again put the matter in abeyance till March end. The postponement will be a temporary relief for transporters of coal, steel, iron ore and cement. Other commodities were already exempt from the impost. In a note, railway ministry said “service tax, education cess and higher education cess on transportation of goods now held in abeyance till 31-03-2012”. The combined impact of 10% service tax along with 2% education cess and 1% higher education cess would have been 3.09% of total freight revenue per train. For finance ministry, it would mean Rs. 1,000 crore additional revenue in 2011-12.

Branded clothing may stay expensive this year
Branded clothing may continue to stay expensive this year as the finance ministry is keen to retain excise duty on retail prices. The finance ministry is learnt to be excited by the "considerable buoyancy" in tax collection from branded clothing, with collections of more than Rs 2,000 crore till now in this fiscal.

India to sign DTAA with Macau
CBDT Chairman M C Joshi left for Macau to ink a double taxation avoidance agreement, a move to facilitate the exchange of tax-related and banking information between the two and prevent tax evasion. Macau is one of the most well-known offshore financial centres and tax havens worldwide. The agreement will also help create a better investment climate for Indian businesses in Macau and vice-versa. Double taxation is a situation in which one or more taxes is imposed on the same income, asset or financial transaction of an entity of one country doing business in another country by two or more countries, such as income paid by an entity of one country to a resident of a different country.

Switching banks without changing a/c number soon
Customers may soon be allowed to switch banks without changing account numbers. After similar moves in mobile telephony and health insurance in 2011, the government plans to introduce bank account number portability. The idea is to save customers the inconvenience of opening and closing bank accounts or keeping multiple accounts if they have to shift to a new location or find their bank’s services unsatisfactory.
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