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NEWS AND UPDATES – 25 June 2010
UPDATES
IFRS roadmap — taking stock
To clear certain doubts, the Ministry of Corporate Affairs (MCA) has issued a clarification on the International Financial Reporting Standards (IFRS) roadmap for India. The MCA has confirmed that companies will be required to comply with the converged accounting standard (AS) that are in the process of being notified by the Institute of Chartered Accountants of India (ICAI), and not ‘full' IFRS. The differences between full IFRS and converged AS are not known at this point in time as the Converged AS have not yet been notified. However, it is expected that these may be in the area of presentation format, depreciation, actuarial valuation of long-term employee benefits, etc.

Rates in fresh DTC draft indicative: FM
The tax rates mentioned in the draft of Direct Taxes Code are only indicative and the real rates can be decided only by Parliament, finance minister Pranab Mukherjee has asserted. “If somebody assumes that the indicative rates in the Direct Taxes Code is the final rate, it is for them to come to the conclusion. That (tax rates in the draft) is far from reality. What rate of taxes will be there only Parliament can decide. Nobody else,” Mukherjee said.

Service tax waived on power supply, services within ports
The government has decided to exempt distribution of electricity, services provided within ports and airports, international passengers in transit and those travelling to and from the North-East from the ambit of service tax while bringing in more services in the tax net from July 1. In addition, construction services under specified government schemes and tournaments and championships organised by specified bodies would be exempted from the tax, the finance ministry said in separate notifications.

Cheque change rule won't apply to all
The Reserve Bank of India has clarified that its directive to banks, asking them not to honour cheques with alterations, will be applicable only for cheques cleared under the image-based cheque truncation system (CTS). At present, the cheque truncation project is being run only in the Delhi area with Chennai expected to move onstream soon. The clarification paves the way for bank branches in metros like Mumbai where CTS is still not operational to accept corrected cheques.

Judicial records at ITAT under RTI: CIC
The judicial records held by the Income-Tax Appellate Tribunal are within the purview of the Right to Information Act, the Central Information Commission has held. "We cannot accept the argument that because the information held by ITAT is in the form of only judicial record, such record is outside the purview of the RTI Act. The Supreme Court of India and High Courts, all have rules for disclosure of information both administrative and judicial.

CASE LAW
Indo-Mauritius Tax Treaty
E*Trade Mauritius Ltd., In re [2010] 190 Taxman 232 (AAR- New Delhi)

Decision:
If a resident of a third country, in order to take advantage of ta reliefs and economic benefits arising from operation of a Treaty between other countries, sets up a conduit entity in one of countries, legal transactions entered into by that conduit entity cannot be declared as invalid.  Fact that source of funds for purchase of shares is traceable to holding company or that holding company had played a role in suggesting or negotiating a sale or that consideration received ultimately goes to holding company in form of dividends or diminution of capital does not lead to a legal inference that holding company in reality owned shares and recipient of capital gains arising from transfer of shares is holding company but not subsidiary.
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