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NEWS AND UPDATES – 15 July 2011
UPDATES
Mumbai Income-tax department's Tax-Deducted-at-Source (TDS)rises 27% to Rs 15k crore
The Mumbai Income-tax department's Tax-Deducted-at-Source (TDS) collection during the April -June period grew 27% to Rs 15,000 crore over the year-ago period. TDS, which constitutes nearly 40% of the total tax collection, is considered a fair indicator of the advance tax mopup possible in a fiscal. TDS is the tax deducted before making certain payments and the amount is payable to the department within one month of such deductions. The higher TDS collection from Mumbai also dispels apprehension of a possible dip in collection this year. The current trend in TDS collection is expected to enable the Mumbai Income-tax department meet the projected tax collection of Rs 1,85, 600 crore, which is 20% more than the last fiscal's collection from Mumbai. State Bank of India ( SBI )), HDFC, ICICI, Larsen & Toubro are among the highest TDS paying corproates , according to Income-tax department sources. TDS is usually collected from salaries , contract payments, crossborder payments, interest payments , payments by way of royalties , technical fees, rent, acquisition of property, lease rent, interest on securities, price for crossword puzzles, lotteries, horse race etc.

Surat's income tax collection doubles in five years
The adage 'Surat Sona Ni Murat' holds true even today as the income tax (I-T) collected in Surat has nearly doubled in the last five years. The city that gave Rs 1,147 crore as income tax five years ago has paid Rs 2,030 crore in 2010-11 and in this financial year the figure is likely to go up by another Rs 200 crore. "Surat is one of the more dynamic cities of the country, which is showing a buoyant mood," said Arvind Shankar, chief I-T commissioner for Surat circle. He added that the computerization of the department has also helped it mop up more taxes. "These factors are responsible for the annual growth of 15-20 per cent in income tax collection in the last five years," summed up the I-T chief. In the last five years, the data base of various categories of tax payers is available at the click of a button. Moreover, the two per cent scrutiny ratio followed by the I-T department in each segment has been working as a deterrent.

Big-ticket corporate deals to yield bumper tax for govt
As corporate India unlocks value through mega deals, the Union government is smiling all the way to the bank. The government is likely to earn Rs 7,000 crore tax in the current financial year through just Vodafone-Essar, Vedanta-Cairn and Hero Honda deals. If the Vodafone case — in which the government has sought to levy a capital gains tax on Vodafone for buying Hutchison’s stake in its venture with Essar — goes in the government’s favour, the amount collected will be over Rs 19,000 crore. This will partially make good the loss of revenue on account of recent petroleum duty cuts.

Immovable property deals without PAN on income tax radar
Empowered CIB to play lead role in recovering tax evaded. Third-party information related to high-value transactions in immovable properties would be one of the focus areas of the Income Tax (I-T) Department this year, for tracking tax evasion and generating additional tax revenues. A senior Income Tax Department official told Business Standard that tax evasion in the high-value deals where permanent account number (PAN) records were not available had been a huge untapped area. “Areas such as sale and purchase of immovable properties and fixed deposits by agriculturists can easily be tracked to identify and recover tax due,” he added. The official said the Central Information Branch (CIB) of the department, which collects third-party information from sources other than the annual information return (AIR) on these transactions, is going to play a critical role. The AIR and CIB data would be merged and available in a composite form for taking action. The CIB has now been empowered to collect, verify and take action on the basis of information gathered. “This will expedite action in the cases where credible information on tax evasion would come from the third parties,” said the official.

Singapore, Dubai come under tax lens
For many years, incidence of Indians routing their illicit money back into the country though tax haven Mauritius has been a concern for the tax authorities. Now, such round-tripping of money through Singapore and Dubai is on their radar. According to official sources, the international wing of the income tax department has found many cases where Indian firms are using the Singapore and Dubai routes to bring back the non-tax-paid funds originally generated in India and is planning a crackdown. A finance ministry official said that tax benefits provided by these countries are being misused by investors for re-routing funds. “We have found many instances of round tripping through Singapore and Dubai and we will have to deal with the people involved on a case by case basis,” the official said.

Now, pay only 15% tax on short-term gains
There is a dim ray of hope for scores of investors who were asked to pay a higher tax for selling shares within 30 days of purchase. The Income Tax Appellate Tribunal has ruled that profits from sale of shares held for even less than 30 days are eligible to be treated as "short term capital gains" on which 15% tax has to be paid. Often tax officials claimed a higher tax of over 30% on the ground that since shares were sold before 30 days from the date of purchase such gains should be considered as "business income" and not "short term capital gain". Since tax rules do not spell out the duration of holding and frequency of securities trades for tax treatment, tax officials often use their discretion to arrive at a claim.

CBDT black money panel meet put off indefinitely
The government’s move to strengthen regulations to curb black money generation could be delayed as the meeting of a panel headed by the Central Board of Direct Taxes (CBDT) chairman has been put off indefinitely following the Supreme Court order setting up a special investigative team (SIT) to probe these illicit funds. The committee was set to meet in the first half of July. With SIT having a similar role as that of the newly constituted committee, the finance ministry feels it is better to get clarity over their roles before taking any further step. A meeting of the panel would be convened only after a clarification is obtained on the apex court’s decision, a finance ministry official said, adding that the whole process might take some time.

Corporate affairs ministry to ease guidelines for unclaimed dividends
The corporate affairs ministry is working on easing procedures to help those re-claiming dividends, lying unpaid for more than seven years. If dividends declared by companies are unclaimed for seven years, they are transferred to government accounts. Till 2009-10, over Rs 800 crore is lying as unclaimed and unpaid dividends with the government accounts. The corporate affairs ministry is working on easing procedures to help those re-claiming dividends, lying unpaid for more than seven years. If dividends declared by companies are unclaimed for seven years, they are transferred to government accounts.
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