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NEWS AND UPDATES – 23 October 2009
UPDATES
India, Switzerland to renegotiate tax treaty under OECD
The government has said it would renegotiate the taxation treaty with Switzerland under the Organisation for Economic Cooperation and Development (OECD) Model Tax Convention. “...There is a provision in OECD...The article 26,” Finance Minister Pranab Mukherjee told reporters when asked about the proposed talks with Swiss authorities later this year. The negotiations are expected to take place in the wake of the issue of black money stashed away in Swiss banks that has created a political furore in the country, and India has sought details related to the same from Swiss authorities.

Small manufacturers to bear the brunt of GST
A host of small-scale producers could come in the tax net under the proposed goods and services tax (GST) as the draft being examined by states seeks to impose the new levy on units with a minimum annual turnover of Rs. 10 lakh. At present, all taxes and levies have separate threshold levels—Rs. 1.5 crore for excise levy, Rs. 10 lakh for service tax and individual state limits for value-added tax (VAT), such as Rs. 2 lakh in Karnataka and Haryana to Rs. 50 lakh in Punjab. GST will replace all these taxes, with a likely uniform exemption limit of Rs. 10 lakh. The low threshold limit for GST will bring more goods producers and service providers under the tax net and, conversely, a wider base will help keep the rate lower and make it more efficient.

Consultation still on; Direct Taxes Code unlikely to be tabled in Winter Session
Though finance minister Pranab Mukherjee is keen to table the Direct Taxes Code in Parliament in the forthcoming Winter Session, chances are that it could take quite some time before the proposed Bill is ready to be introduced in the Lok Sabha. This is because the finance ministry is still in the process of interacting with trade and industry on the Draft Direct Taxes Code. But more importantly, it is yet to be sent to the law ministry for approval—a process, which can take at least a month.
CASE LAW
Allowability of deduction under section 43B qua interest due and payable to a financial institution
Triveni Engineering & Industries ltd. V. CIT
[ITA No. 410/2004, dated 11-09-2009] (Delhi)

Decision:

Interest can only be allowed when the same is actually paid and not merely because the same is due as per the method of accounting adopted by the assessee.
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