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NEWS AND UPDATES – 08 July 2011
UPDATES
First quarter tax collection figures belie fears of economic slowdown
Belying slowdown fears, the government’s net indirect tax receipts recorded 32 per cent increase to Rs 76,499 crore, while gross direct tax collections rose about 23 per cent to Rs 1,03,000 crore in the first quarter ending June 2011. Net direct tax receipts, however, showed about 17 per cent dip to Rs 57,000 crore on account of about 200 per cent increase in tax refunds. The preliminary data accessed by Business Standard showed the growth in net indirect tax collections and gross direct tax collections in the April-June quarter is higher than the government’s estimates for the entire financial year. The Budget Estimate for indirect tax collections this year is Rs 392,908 crore, an increase of 15 per cent over the last year.

Revenue dept to keep economic affairs posted
The tussle between two finance ministry departments over the issue of tax refunds has been resolved, with the revenue department agreeing to inform the economic affairs department about the likely refund outgo on a weekly basis. The government’s borrowing is conducted on a weekly basis and the tax department has started giving estimates of refunds for each week.

IT returns: CBDT widens scope for e-filing under digital signature
Partnership firms, individuals and Hindu Undivided Family (HUFs) subjected to mandatory tax audits will now be required to file their income tax (IT) returns only electronically and that too under digital signature. This regime would be applicable for assessment years 2011-12 (financial year 2010-11) and subsequent years, the Central Board of Direct Taxes (CBDT) has said. Hitherto, such assessees had an option to file their income tax returns either electronically under digital signature or transmit the data electronically and also physically file a supplementary return.

I-T dept goes after big fish, salaried to escape scrutiny
The salaried will not face regular income tax scrutiny this year. A senior Central Board of Direct Taxes (CBDT) official told Business Standard that scrutiny of the salaried increased their workload without giving any substantial benefit. “Selective cases will be picked up only if there is credible information about tax evasion and big investments by any salaried taxpayer,” he said. The income tax department picks up around 1 per cent cases for scrutiny. The decision means that out of 34 million people in the tax net, 15-17.5 million will escape the regular scrutiny process. The department has already exempted the salaried with taxable income of up to Rs 5 lakh a year from filing returns this year. CBDT had earlier said cases of salaried with annual income of less than Rs 10 lakh and pensioners would not be picked up for scrutiny this year. The decision is aimed at reducing the workload of officials. The department is already struggling to make sense of the huge information flow from annual information returns (AIRs) on high-value transactions. It also has to deal with information from other sources such as the Central Information Branch (CIB).

Heat on tax havens: FDI from Mauritius, Cyprus drops

Amidst pressure on the government to tighten the screws on inflow of funds from tax havens , India's foreign direct investment from Mauritius and Cyprus, dropped significantly in 2010-11. While the FDI inflows from all the sources declined by 25 per cent in 2010-11, the drop was steeper at about 33 per cent to USD 6.98 billion from Mauritius. Likewise, the inflows from Cyprus were down by 44 per cent to USD 913 million, according to the official figures.

Govt streamlines FDI proposals' filing for approval
Investors seeking government approval for Foreign Direct Investment (FDI) will now have to obtain electronically generated unique number from the concerned authorities before filing requests with the Foreign Investment Promotion Board. The government's move is expected to streamline as well as expedite the process of clearing FDI proposals in key sectors such as telecom, defence, direct-to-home and commodity exchange.

Most services to come under tax net
Almost all services, except a few considered sensitive for social reasons, would come under the tax net in the next Budget. As a prelude to this, finance ministry would soon float a discussion paper suggesting a negative list of services. Under the present scheme of things, only a few services, 119 to be precise, are taxed. According to a ministry official, there is a consensus between the revenue department and the industry on the negative list of services.

Railway services set to come under tax ambit

Many of the services offered by the Railways, including advertising and construction-related services, may soon come under the tax net with the finance ministry deciding to be firm in its view that the national transporter can't claim an exemption for being a public utility. North Block has already told the railway authorities to pay tax on the taxable services rendered by them. The move is aimed at expanding the service tax net which would be of some help to the government to tide over any shortfall in tax collections this year from the slowing down of the economy.
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