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NEWS AND UPDATES – 25 November 2011
UPDATES
FDI jumps 77% on M&A spree
Even as moves are afoot to broaden its scope in the retail sector, foreign direct investments (FDI) are adding shine to the India growth story. The latest available data from the Reserve Bank of India show a 77 per cent jump in the FDI in the first half of the current financial year (April-September), compared to what was $19.5 billion the same period a year ago.

April-November direct tax mop up 13% off mark
Direct tax collection for the first eight months of the fiscal has fallen short by more than 13% of the projection, raising fresh concerns over the government's ability to meet the fiscal deficit target. Figures available with the Central Board of Direct Taxes show that Rs 2.4 lakh crore has been collected between April 1 and November 20, against the projected Rs 2.9 lakh crore, which amounts to just 42% of the collection projected for the entire fiscal.

Petrol prices spell windfall for govt
At a time when the government is arguing that " under-recoveries" for oil companies is forcing upward revision in petrol prices, its own coffers have seen windfall gains from taxes on high prices. Indirect taxes on petroleum fetched the exchequer Rs 1 lakh crore in 2010-11, a jump of 43% or over Rs 30,000 crore from the previous year. That's not all. The government's earnings from dividends and royalty payouts as well as profit petroleum from private oil contractors was a sizeable Rs 20,000 crore in the fiscal ending March 31, 2011.

IDFC demands hike in income tax-saving cap in infrastructure bonds
Infrastructure Development Finance Company (IDFC) has demanded that the Government raise the income tax-saving cap of Rs 20,000 for more retail participation in infrastructure funding. "From an inflation perspective, we have been telling the Government that this (infra) is one sector which needs money, so raise the cap under 80CCF of IT Act (tax exemption) from Rs 20,000 to Rs 1 lakh," IDFC Deputy Head ( Fixed Income and Treasury) Prawin Devchell told reporters here.

Alternate minimum tax on LLPs will continue in DTC
The alternate minimum tax (AMT) on Limited Liability Partnerships (LLPs) and concessional rate of tax on dividend received from overseas subsidiaries of Indian companies will continue even in the proposed Direct Taxes Code. The finance ministry has decided to include these provisions in the final DTC Bill after its vetting by the standing committee of Parliament. In the DTC Bill introduced by finance minister Pranab Mukherjee in August last year, the alternate minimum tax (AMT) for LLPs was not included. Besides, there was also no provision for the concessional 15% tax on dividend received by an Indian company from its foreign subsidiary. The rate proposed in the Bill was 30%. However, in the Budget this year, the government proposed these changes and now, these will be included in the DTC Bill, official sources said.

AIMPLB objects to provisions of Direct Tax Code Bill
The All India Muslim Personal Law Board has objected to certain provisions of the Direct Tax Code Bill that propose to tax donations received by charitable institutions, terming them harmful to the interests of religious institutions. The bill is with the Parliamentary Standing Committee at present and the government aims to replace the 50 years old taxation law with the new tax code by 2012. AIMPLB spokesperson Abdul Rahim Qureshi said the government should not bring the bill in a hurry because several communities have raised objections to its provisions.

Service Tax on Life Insurance Policies Increased
The government has increased the service tax on life insurance policies from 1% to 1.5%. This move would increase the premium cost for policyholders. It is being provided that tax shall be charged in the portion of the premium. The composition rate is also being increased from 1% to 1.5%.

CASE LAW
Minimum Alternate Tax
CIT v. Thiruvambadi Rubber Co. Ltd. [2011] 15 taxmann.com (Kerala)
Decision:
Sale proceeds of old and unyielding rubber trees credited by assessee in profit and loss account prepared under provisions of Companies Act cannot be excluded in computation of book profit under section 115JA.
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