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NEWS AND UPDATES – 26 August 2011
UPDATES
India, Georgia sign double taxation avoidance agreement
India and Georgia signed a double taxation avoidance agreement (DTAA) to prevent tax evasion and exchange banking information. The agreement provides for business profits to be taxable in the source state if the activities of an enterprise constitute a permanent establishment there, a finance ministry statement said. ‘‘The agreement incorporates provisions for effective exchange of information between tax authorities of the two countries in line with best international standards, including exchange of banking information and supplying of information without recourse to domestic interest,’’ it said. The pact also provides for sharing of information to other agencies with the consent of supplying state.

CBEC not to move appellate tribunal if amount less than Rs 5 lakh
The finance ministry has substantially raised the monetary threshold for legally contesting indirect tax disputes, a move which aims to reduce the burden of litigation. The Central Board of Excise and Customs (CBEC), the apex indirect taxes body under the finance ministry, has instructed its officials not to file appeals in the tax tribunals if the fine and penalty on an alleged offender is less than Rs 5 lakh. The existing threshold for approaching an appellate tribunal is Rs 1 lakh.

Manpower shortage hampering faster disposal of IT cases: FinMin
The government said shortage of manpower is hampering expeditious disposal of pending income tax cases, besides causing delays in refund of tax arrears. "... There is also shortage of manpower looking into work load of appeals which adversely hampers faster disposal of appeals," Minister of State for Finance S S Palanimanickam said in a written reply to the Rajya Sabha.

Of 15 lakh service taxpayers, 9 lakh not filing returns
The Revenue Department is trying to locate 9 lakh business entities which have stopped filing service tax returns, with a view to improving collections, meeting Rs 82,000-crore target in 2011-12 and to ascertain whether there is any tax evasion. There are 15 lakh registered service tax payers in the country. According to the Central Board of Excise and Customs (CBEC) Chairman SD Majumdar, only six lakh service tax payers are filing returns.

Recession fears: Gold heads for biggest annual gain in 32 years
Gold may climb the most in more than three decades this year as investors and central banks boost their holdings on concern that global economic growth may stall amid a worsening sovereign-debt crisis in the US and Europe. Gold for immediate delivery may reach $2,000 an ounce by the yearend, extending this year's gain to 41%, according to the median forecast in a Bloomberg survey of 13 traders and analysts at a conference in Kovalam in South India on August 20.
CASE LAW
Perquisites
CIT v. Vijay Singh [2011] 12 taxmann.com (Delhi)

Decision:
Where a company having taken a premises on lease from assessee i.e. Managing Director, gave said premises back to him for his residence, interest free security deposit given by employer company for taking premises belonging to assessee on lease could not be treated as interest free loan and, thus, notional interest on said loan could not be regarded as perquisite in hands of assessee.

Capital vs. Revenue expenditure

Bharat Gears Ltd. v. CIT [2011] 12 Taxmann.com 256 (Delhi)

Decision:

Where reconditioning carried out to machinery had resulted in imparting useful life to hitherto old and unfit machinery, expenditure on reconditioning would be capital expenditure.

Claim for expenses on heart surgery
Shanty Bhushan v. CIT [2011] 199 Taxman 280 / 11 taxmann.com 181 (Delhi)

Decision:

A claim for deduction by a self-employed and practicing lawyer towards expenses incurred by him for undergoing heart surgery was not allowable, either under section 31 of the Income-tax Act, 1961 by treating the heart as a ‘plant’, or under the residual provisions contained in section 37(1) of the Act.
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