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NEWS AND UPDATES – 15 January 2010
UPDATES
December tax surge to help CBDT meet target
Tax authorities remain positive about meeting the projected direct tax collection of Rs 3.65 lakh crore. This compares to last year when collections were not in line with projections. While the initial projection for the current financial year was Rs 3.65 lakh crore, finance minister Pranab Mukherjee, at a meeting of the chief commissioners in July last year, increased this to Rs 4 lakh crore.

CBDT readying vision paper to reform tax regime
The Central Board of Direct Taxes (CBDT) has begun work on outlining a strategy to deal with the challenge of growing tax collections and coping with the increasing number of taxpayers. It is readying a vision 2020 document amidst an attempt by the government to reform the regime for direct taxes through a new direct taxes code, a finance ministry official told ET. A simple direct taxes code will put in place a simple regime but require more people to file returns.

Now, tax dept can probe deals within SEZs
Tax authorities will now be free to investigate suspected transactions and consignments inside Special Economic Zones. They won’t need permission from development commissioners, who are in charge of these tax-free industrial enclaves, for such probing. The government decision to this effect came on Monday as annulment of an earlier order by the commercial department. The finance ministry has been asking its commerce counterpart to remove restrictions on investigations so as to better monitor developers, factories and software units located inside SEZs. 

Bonus stripping under I-T lens
After taxing investors for dividend stripping, the Income Tax (I-T) Department is gearing up to tax bonus stripping. Official sources say scrutiny of returns filed by companies, brokers and individuals active in the stock markets and in possession of shares revealed wide use of this mechanism to evade tax. According to data compiled by Business Standard Research Bureau, 314 companies have announced bonus shares since 2005-06. While assessments are on for 2008-09.

Single FDI document by end of the year, says Anand Sharma
The government planned to introduce a single foreign direct investment (FDI) document by the end of the financial year to simplify the process, and was currently discussing the various modalities, Commerce and Industry minister Anand Sharma said today. We have put this document for discussions with all stakeholders to invite their comment, which is expected to close by January 31. By March 31, we will have a single FDI document to ensure simplification, easy comprehension and predictability,” Sharma told reporters at the Bancon conference here.

CBDT panel to set safe harbour norms
The Central Board of Direct Taxes (CBDT) has set up a committee to formulate rules for the safe harbour provisions—a set of rules that would enable the income tax (I-T) authorities to accept the transfer pricing returns without scrutiny. Transfer pricing refers to the price at which one arm of a company, usually a multinational corporation, transfer goods or services to another division of the same organisation in order to calculate each arm’s profit and loss separately. Chaired by director-general of international taxation, the committee comprises of senior tax officials and representatives of trade and industry as well as Institute of Chartered Accountants of India (ICAI).
CASE LAW
Capital loss
Keshav S. Phansalkar v. ITO
[ITA No. 3261/Mum./2007, dated 3-6-2009] (Mum. – ITAT)

Decision:

It was held that set off of long term capital loss with indexation against long term capital gains without indexation is allowable.

Determination of arms length price of an international transaction
Gharda Chemicals Ltd. v. Dy. CIT

[ITA No. 2242/Mum./2006, dated 30-11-2009] (Mum. – ITAT)

Decision:

How much tax is paid by the foreign Associated Enterprise is not relevant in the determination of correct tax liability in the hands of the Indian enterprise; what is material is that the rightful tax payable in India should not suffer due to the adjustment of price for goods or services between the related enterprises.
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