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NEWS AND UPDATES – 25 March 2011
UPDATES
GST Bill tabled in Lok Sabha
The government on Tuesday introduced the much-talked-about Constitution Amendment Bill needed to facilitate implementation of the goods and services tax (GST) in the Lok Sabha. The GST will subsume all indirect taxes such as excise duty and service tax at the centre level and value added tax (VAT) at the state level as well as local taxes, paving the way for creating a common market for goods and services across the country. The constitutional amendment is crucial as it seeks to confer simultaneous powers on Centre and states to levy taxes on goods and services as at present the Centre cannot impose excise duty beyond the manufacturing stage and the states cannot levy tax on services.

CBDT Chief for Quick Income-Tax Refunds
Issuance of about 15 lakh income tax refunds to taxpayers across the country has become a bone of contention between the I-T department and CBDT, with the Board chairman issuing instructions that failure in this task will be reflected in the “performance” of Chief Commissioners and Commissioners of the department. Central Board of Direct Taxes (CBDT) Chairman Sudhir Chandra has sent several letters to the top officers of the I-T department as he has found that the “progress of issue of refunds is far below expectation.” 

Indian Income tax offices coming up in 8 nations
India is planning to set up Income Tax offices in countries like United States, Britain, Germany and the UAE. The major motive behind this idea is to keep track of people who evade tax and flee to foreign nations. The government is planning to put up Income Tax Overseas Units in countries like France, Germany, the Netherlands, Cyprus, US, Britain, United Arab Emirates, and Japan in the upcoming fiscal. Income tax offices are already operational in Singapore and Mauritius.

Air tickets above Rs 1 lakh now under I-T scanner
The Income Tax (IT) department will now be keeping a closer watch on the travel sector. The department has asked all major travel agents to provide details of all passengers who book individual tickets exceeding Rs 1 lakh. Tour operators said while they were asked to furnish details of such passengers only in December 2010, the department asked them to send data from April last year. "If a person books a return ticket for himself for more than Rs 1 lakh, we will have to forwards his\her details to the IT department,'' said Rajesh Rateria, managing director, Cirrus Travels. Tour operators said this would bring major businessmen or business houses under scanner as they usually book premium seats to international destinations. The agents have been asked to provide every three months details including name, address, place of travel, duration, class of air travel and even the passenger's PAN number. 

No service tax on cashless health insurance transactions: Sources
There will be no service tax on cashless health insurance transactions, reports CNBC-TV18 quoting sources from Central Board of Excise and Customs (CBEC). It is learnt that the changes will notified by the board soon. The Finance Minister Pranab Mukherjee in Budget 2011-12 had proposed levying 5% tax on all services provided by private hospitals having at least 25 beds with central air-conditioning facility and also on all diagnostic tests However facing severe criticism, the FM has already exempted healthcare from service tax. Service tax on healthcare was first announced last year, but it was only on bills settled by insurance companies.

Special duty waiver on IT items keeps off computer price hike
PC buyers can breathe easy. The cost hike for locally manufactured computers ? which was on the cards after the 2010-11 Budget proposed to levy an excise duty of five per cent on specific IT items ? seems unlikely now. With the Government notifying Special Additional Duty (SAD) exemption on these IT items, the effect of the excise duty imposition has been neutralised to a large extent, say industry experts. 

Higher stamp duty in equity may hit traders in Maharashtra
The Maharashtra government’s proposal to impose higher stamp duty on nondelivery-based transactions in equity and commodities may hit proprietary traders, jobbers, and arbitrageurs in the state, said brokers and industry experts. The move may even lead to some of them moving out to other states, where the stamp duty is substantially lower. The decision has come at a time, when the central government is planning to implement a uniform stamp duty structure across all states. 

Maha Budget: Bollywood gets VAT relief
Maharashtra government exempted transfer of copyrights of a film -- relating to the exhibition in theatres -- from VAT. This was announced in the Legislative assembly during the State budget presentation, Deputy Chief Minister and Finance Minister Ajit Pawar. He said VAT was currently levied on transfer of copyright of films for the purpose of exhibition in theatres. Many states did not levy this tax, and to encourage the film industry in Maharashtra, which has a major potential for employment generation, Pawar said he proposed to waive the VAT. Filmmaker Mukesh Bhatt, who is also the Vice President of the Film and TV Producers Guild, welcomed the move.

Licences for new banks will come with strict rules
Industrial and business houses wanting to set up banks will have to adhere to strict corporate governance regulations and ensure the bank does not give any preferential treatment to the promoters’ other businesses. These new private banks will also have to aggressively pursue the government’s financial inclusion agenda from the very beginning, according to the Reserve Bank of India’s draft guidelines submitted to the finance ministry. After vetting by the finance ministry, the central bank will announce the final guidelines for the entry of new private banks by the end of this month.

CASE LAW
Section 14A - Expenditure incurred in relation to exempt income
Mahesh G Shetty v. CIT [2011] 10 Taxmann.com 49 (Kar.)
Decision:
Where assessing officer allowed assessee’s claim of interest expenditure attributable to non-taxable income against other taxable income, Commissioner, while exercising powers under section 263, was justified in saying that expenditure attributed to taxable income was allowable and what was attributable to non-taxable income could not be allowed as deduction.

Residential status

CIT v. O. Abdul Razak [2011] 10 Taxmann.com 4 (Ker.)

Decision:

It was held that taking up own business by assessee abroad satisfies condition of going abroad for purpose of employment covered by Explanation (a) to section 6(1)().  For the purpose of said Explanation, employment includes self-employment like business or profession taken up by the assessee abroad.
3

