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NEWS AND UPDATES – 19 February 2010
UPDATES
Extension of date for filing of ITR-V form

CBDT has decided to extend the time-limit for filing ITR-V form relating to income-tax returns filed electronically (without digital signature) on or after 1 April 2009, up to 31 March 2010 or within 120 days from the date of uploading of the electronic return data, whichever is later.
Pranab sees special role for transfer pricing regulations
The Finance Minister, Mr Pranab Mukherjee, hoped that CBDT's capacity building initiatives on the transfer pricing (TP) front would augment the Government's effort to mop up more revenues for development work, besides meeting emerging administrative challenges on TP regulations. Mr Mukherjee also sees TP regulations playing a “special role” in ensuring that profits are not shifted from India through cross border transactions. 

New norms for pricing intangibles soon
Tax authorities are planning definite norms for pricing intangibles such as business promotion services and intellectual property to ensure that overseas firms dealing in these items in India don’t take undue advantage of the lack of codified valuation methods. 

TDS haze could raise your health cover cost
Health insurance premiums could soar if the forthcoming Budget does not clarify on the issue of tax deduction at source for non-life insurance companies. Insurance companies are in a tizzy after the revenue-hungry income tax department asked for tax deduction at source to be imposed on most of the insurance transactions. 

VAT for textile, pharma sectors reduced
There is good news for many in the chemical manufacturing business in Gujarat, both in textile and pharmaceutical sectors. The state commercial tax department has agreed to pull down Value Added Tax (VAT) rates for 70 odd chemicals from 15 per cent to 5. The new rates will come into effect immediately. 

Tax havens roll out the red carpet for India

Representatives of offshore financial centres like Cayman Islands, Isle Of Man, Mauritius and British Virgin Islands are going all out to convince Indian clients to launch their business or investment verticals from these jurisdictions. Corporate advisory businesses in these ‘capital havens’ have begun offering Indiacentric services to asset management companies (AMCs) and firms intending to raise capital or launch investment vehicles. 

Valuation game hots up as companies ride on growth hopes
Stock prices of a host of firms, including those which feature in the BSE 500 list, have been quoting at a high price-to-earnings (P/E) ratio, but analysts say that investors should tread with caution. Analysts, who advise caution, say that high P/Es could be because of good future earnings potential.

CASE LAW
Business expenditure
CIT V. Maruti Udyog Ltd. [2010] 320 ITR 729 (SC)
Decision:

The claim for depreciation on account of enhanced cost due to fluctuation in the foreign exchange rate is admissible as a deduction under section 37 of the Income-tax Act, 1961.

Works contract

Skyline Constructions & Housing P. Ltd. v. Authority for Clarification for Advance Rulings, Bangalore  [2010] 1 GST 173 9kar.)

Decision:

Once a work is assigned by contractor to its sub-contractor, contractor ceases to execute work because property passes by accretion and there is no property in goods left with contractor which is capable of retransfer either as goods or in any other form; thus, transfer of property is from sub-contractor to contracting party i.e. contractee, viz., recipient; in such a situation, payments made by contractor to sub-contractors cannot be brought within total turnover of contractor as such an interpretation would lead to double taxation.
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