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NEWS AND UPDATES – 14 May 2010
UPDATES
Govt may scale down tax relief proposed in DTC draft

People with more than Rs 10 lakh annual income may not get the tax relief originally proposed in the Direct Taxes Code, as the Finance Ministry is for tweaking slabs across the board to offset concessions elsewhere. Under the first draft of DTC - which when implemented will replace the archaic Income-tax Act, 1961 - income of Rs 10 lakh to Rs 25 lakh was to attract tax at the rate of 20 per cent, but the final draft expected by June 15 may propose slapping 30 per cent tax on any income above Rs 10 lakh per annum, according to sources. This is to make up for the possible concessions the ministry may extend in other areas like exempting long term savings from tax at the time of withdrawal and the way Minimum Alternate Tax is calculated, sources said. Sources said the ministry is reworking the August 2009 draft following feedback from stakeholders. Under this, the 10 per cent tax proposed on income up to Rs 10 lakh may now stand scaled down to Rs five lakh a year. And income of Rs five-10 lakh a year would attract 20 per cent tax, although the first draft proposed slapping this rate on Rs 10-25 lakh income. However, the threshold level of income that is exempt from tax may be raised to Rs two lakh from Rs 1.6 lakh at present. Sources said the government has to generate tax revenue for meeting its expenses and it might yield to the "genuine" demand of MAT being imposed on book profits rather than on gross assets as suggested in the first draft. Further, the ministry might also agree to retain the current provision of following exempt-exempt-exempt (EEE) model for long term savings like provident fund and pension, instead of changing to exempt-exempt-tax (EET).

Direct tax collection at Rs 3,78,350 cr in FY'10: CBDT member

The direct tax collection for 2009-10 is Rs 3,78,350 crore as against the revised target of Rs 3.8 lakh crore. Speaking at the inaugural function of an Assocham conference on TDS, CBDT member Durgesh Shankar said the all-India direct tax collections have gone up from Rs 3,38,212 crore in 2008-09 to Rs 3,78,350 crore in 2009-10, registering a growth of 11.8 per cent. The share of TDS (Tax Deduction at Source) has not grown commensurately with the rise in direct tax collection in 2009-10, he said. The growth in TDS collection has dipped to 36.91 per cent from the earlier 38.49 per cent. The actual TDS collection has touched Rs 1,39,529 crore from Rs 1,30,172 crore, he said, adding that Bangalore has out-performed many other regions across the country in this regard. Stating that there is considerable potential for enhanced TDS collection, Shankar said that the government is bringing about a paradigm shift in the functioning of the I-T Department through e-filing, introduction of a tax information network and greater interaction with tax payers. Manual processing of I-T returns is being phased out gradually and e-filing of corporate returns has been made mandatory, he added. It is encouraging to see taxpayers taking the e-filing route, Shankar said, adding that central processing centres are being set up at different locations to ensure speedy tax refund.

CASE LAW
Indo-Mauritius tax treaty
Asstt. DIT (Intl Taxation) v. Valentine Maritime (Mauritius) Ltd.
[ITA No. 1532/Mum./2005, dated 5April 2010] (Mum. – ITAT)

Decision:

For the purpose of computing the threshold time-limit under the provisions of article 5(2)(i) of the Indo-Mauritius Tax Treaty, what is to be taken into account is activities of a foreign enterprise on a particular site or a particular project, or supervisory activity connected therewith, and not all the activities in a tax jurisdiction as a whole.  When aggregation is not specifically provided for in the relevant PE definition clause, as in the case of Indo-Mauritius Tax Treaty, normally it cannot be open to the Tribunal to infer the application of aggregation principle.
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