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NEWS AND UPDATES – 25 September 2009
UPDATES
Cost inflation index for 2009-10 specified for purposes of computation of capital gains is ‘632’.
U.S., Swiss formally sign new tax treaty
The U.S. and Swiss governments on Wednesday formally signed a new tax treaty, which the Obama Administration said furthers its efforts to combat international tax evasion.  A deal between the countries, announced in June, revised the existing treaty to allow for data exchange abiding by rules set by the Organization for Economic Co-operation and Development’s model income tax convention.

PFRDA gifts flexible a/c to NPS users
The Pension Fund Regulatory and Development Authority (PFRDA) board on Wednesday decided to provide the New Pension System (NPS) subscribers with an extra account from which funds can be withdrawn anytime they want.  An NPS subscriber can now have two accounts—a standard one and a flexible one.  Although the norms for making contributions to these two accounts would be the same, subscribers will have greater flexibility in accessing funds from the second one, when needed. 

Insurance claims may be taxable under new code
The insurance claims paid to policy holders in the event of death or disability will be subject to payment of income tax if the new Direct Taxes Code proposals are implemented.  The Code proposes that contributions by the insured are subject to the EET method of taxation of savings. 

Another revival signal: Advance tax registers ringing again in Q2
Showing clear signs of economic recovery, advance tax collections have registered a positive growth in the second quarter after witnessing a negative growth in the first quarter. While sectors such as consumer durables, automobiles, software and cement showed smart recovery, realty, metals, steel, mining and hospitality continued to be badly hit. Corporate advance tax and advance personal income tax collections were up by 14.7% and 1.7%, respectively in September.
CASE LAW
Non-residents
Dy. CIT v. Stock Engineer & Contractors BV [2009] (32 SOT 249 (Mum.))

Decision:

Salary paid by assessee, a non-resident company, to its engineers working in head office in respect of work done for Indian PE, would not fall within ambit of expression ‘Head office expenses’ as defined in Explanation (iv) to section 44C and, therefore, disallowance made in respect of said salary was to be deleted.

Allowability of expenditure incurred prior to setting up of business
CitiFinancial Consumer Finance India Ltd. v. Addl. CIT

[ITA No. 2623/Delhi/2004, dated 31 July 2009] (New Delhi – ITAT)

Decision:

For purpose of allowing any expenses under section 37 in respect of any business or profession, such business or profession should have been carried on during the previous year; taking the premises on hire will only demand strate the intention of setting up of the business but cannot be said to be carrying on of the business.
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