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Income Tax 
How NRIs can claim tax benefits under DTAA 
Double Taxation Avoidance Agreement or DTAA is an 
agreement between two countries which aims to avoid 
taxation of the same income in both countries. India has 
signed the DTAA with several countries. During 
assessment of an assessee to whom DTAA applies, the 
provisions of the Income Tax Act apply only to the 
extent they are more beneficial to the assessee. 
Provisions of the DTAA prevail over the statutory 
provisions. Non resident Indians residing in any of the 
DTAA countries can avail of tax benefits provided under 
DTAA by timely submission of the following 
documents.  
Tax residency certificate: TRC can be obtained from the 
government of the country in which the NRI resides. 
Certain information in the TRC is mandatory. They have 
to be furnished to make a valid submission of TRC to 
the Indian tax deductor. Name, status (individual , 
company, firm etc), address, nationality, country, tax 
identification number of the person in that country, tax 
status, period for which the tax certificate is issued 
should all be mentioned in the TRC. The TRC 
containing details mentioned above should be duly 
verified by the government of the country or the 
specified territory of which the NRI claims to be a 
resident for the purposes of tax.  
Self declaration-cum indemnity form: This form is to 
be submitted in the format prescribed by the particular 
bank. Information such as account number, country of 
residence, period for which TRC is submitted, tax rate 
applicable under DTAA needs to be mentioned in the 
form.  
Other documents: The NRI is required to submit a self 
attested copy of PAN card and a self attested copy of his 
passport and visa. If the passport has been renewed 
during the financial year, a copy of PIO card will also 
have to be submitted.  
The documents listed above must be furnished on an 
annual basis for claiming DTAA tax benefits each year. - 
If the TRC is not submitted within the timelines required 
by the deductor, the deductor (eg. Bank) will deduct tax 
on NRO deposits at the presently applicable rate of 
30.9%. 
 
CBDT signs first rollback advance pricing agreement 
The Central Board of Direct Taxes (CBDT) signed first 
rollback unilateral advance pricing agreement (APA), 

four months after the rollback norms were notified in 
March this year.  According to sources, the rollback deal 
was signed with a US firm for nine years, which 
includes protection against litigation for the past four 
years as well. "This will be followed by many more in 
the coming months with an aim to make tax regime more 
investor friendly," said a government official. 
 
FAQ on form 15CA/15 CB in the case of payment for 
Import. 
Q.1. Whether TRC is required for import payments 

made to foreign vendor? 
Ans: TRC is required to claim the benefits of DTAA and 

if the foreign vendor doesn’t have a PE in India, 
then the import payments shall become non-taxable 
based on such TRC and the certificate that  "The 
foreign vender is NOT having any PE in India". 

Q.2.  Can an import payment be made without Form 
15CA/CB? 

Ans: Import payments can be made without Form 
15CA/CB, if the remitting bank permits the same, 
however the same is not advisable since the newly 
introduced Sec. 271 I provides for an onerous 
penalty of Rs one lakh for non submission of Form 
15CA/CB. 

Q. 3.  Whether "NO PE Certificate" is required before 
making an import payment? 

Ans: "The foreign vender is NOT having any PE in 
India" Certificate on letter head of foreign vendor is 
required before making an import payment. 

Q.4. Whether Form 10F is also required before making 
an import payment? 

Ans:  If the TRC has been obtained and if it doesn’t 
contain required in Form 10F, then Form 10F needs 
to obtained from the foreign vendor. 

Q. 5. Whether Form 15CB is required if the import 
payment is less than Rs. 50,000/-?  

Ans: As per Rule 37BB, Form 15CB is not required, if 
the single import payment is less than Rs.50,000/- 
and yearly remittances shall be less than 
Rs.2,50,000/-. 

 
Cases for scrutiny u/s 143(2)  
For AY 2013-14 have already been selected and the 
scrutiny proceedings has commenced. we would like to 
bring to your notice an important CBDT Instruction (No. 
7/2014 dated 26th September 2014).  
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According to the said notification, the cases selected for 
scrutiny during the Financial Year 2014-2015 under 
CASS, on the basis of either: 
1.      AIR data; or 
2.      CIB information; or 
3.      Non re-conciliation with 26AS data 
The scope of enquiry has to be limited to verification of 
these particular aspects only. Therefore, in such cases, an 
A.O. has to confine the questionnaire and subsequent 
enquiry or verification only to the specific point(s) on 
the basis of which the particular return has been selected 
for scrutiny. In cases of selection of scrutiny other than 
these three basis, the scrutiny procedure would be 
comprehensive as per routine. 
Hence, when a notice for scrutiny comes for AY 2013-
14, one should ask for the reason referring the said 
instruction and state to limit the scrutiny to the specific 
point, if any.  
However, in case, during the course of assessment 
proceedings it is found that there is potential escapement  
of income exceeding Rs. 10 lakhs (for  non-metro 
charges, Rs. 5 lakhs) on any other issue(s) apart from the 
AIR/CIB/26AS information based on which the case 
was selected under CASS requiring substantial 
verification, the case may be taken up for comprehensive 
scrutiny with the approval of the Pr. CIT/DIT concerned. 
However, such an approval has to be accorded by the Pr. 
CIT/DIT in writing after being satisfied about merits of 
the issue(s) necessitating wider and detailed scrutiny in 
the case. 
 
Recent Case Laws 
1. Advance received can’t be  treated as Revenue. 
 Whether the advance amount received by the assessee 

towards transfer of development rights could be 
treated as sale consideration?” Held No. 

 CIT Vs. M/S. DLF  Commercial Project Corporation, 
I.T.A. No. 627/2012, Date of Order: 15.07.2015, High 
Court of Delhi  

 The assessee follows the accrual system of accounting. 
The accrual system of accounting takes into 
consideration all gains and losses pertaining to the 
accounting period for which income is being 
ascertained, irrespective of whether income has been 
actually received or whether expenses were paid out. 
Similarly, every receipt is not treated as an income of 
the assessee. The assessee‟s accounting policy is 
provided for in Accounting Standard 4, Schedule 9. 
Para 3 of the schedule deals with recognition of 
Revenue and Related costs:  “Sale of development 
rights is recognized on accrual basis in the financial 
year in accordance with the terms of the agreements 
entered into with the customers”. In the instant case, 

since no sale occurred, no income can be said to have 
accrued to the assessee. 

 The assessee's submission that sale is deemed to have 
taken place when proper conveyance is executed, in 
the circumstances is sound. In the absence of any sale, 
the revenue‟s attempt to bring to tax the advances 
received by the assessee must also fail, given that such 
advances were not towards any income that the 
assessee was entitled to receive in the two assessment 
years. Indeed, the Business Development Agreement 
dated 02.08.2006 between M/s DLF Ltd. and the 
assessee and the Memorandum of Understanding dated 
06.12.2006 between M/s DLF Ltd., the assessee and 
CBDL indicate that the advances received by the 
assessee from M/s DLF Ltd. and CBDL were for sale 
of development rights. Since the assessee failed to sell 
any such rights in the two years in question, the 
advances received cannot be classified as income. 

 
2. Reliance on statements of third party without 

giving the assessee the right of cross-examination 
results in breach of principles of natural justice 

 R. W. Promotions P. Ltd vs. ACIT (Bombay High 
Court): There has been a breach of principles of 
natural justice in as much as the Assessing Officer has 
in his order placed reliance upon the statements of 
representatives of M/s Inorbit and M/s Nupur to come 
to the conclusion that claim for expenditure made by 
the appellant is not genuine. Thus the appellant was 
entitled to cross examine them before any reliance 
could be placed upon them to the extent it is adverse to 
the appellant 

 
3. Penalty u/s Sec. 271(1)(c): The rigors of penalty 

provisions cannot be diluted only because a small 
number of cases are picked up for scrutiny. No penalty 
can be levied unless if assessee's conduct is "dishonest, 
malafide and amounting concealment of facts". The 
AO must render the "conclusive finding" that there 
was "active concealment" or "deliberate furnishing of 
inaccurate particulars" CIT vs. Dalmia Dyechem 
Industries (Bombay High Court) 

 
4. Section 36(1)(iii), 43(ii)  
 Taparia Tools Limited Versus Joint Commissioner 

Of Income Tax Special Range, Nasik (Supreme 
Court Judgment) [2015(4) Scale 67] 

 Deduction – Debenture holder – Interest -Whether the 
liability of the assesee to pay the interest upfront to the 
debenture holder is allowable as a deduction in the 
first year itself or it is to be spread over a period of 
five years, being the life of the debentures? – Assessee 
chose to claim the entire expenditure in the year in 
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which it was spent/paid by invoking the provisions of 
Section 36(1)(iii) of the Act – Once a return in that 
manner was filed, the AO was bound to carry out the 
assessment by applying the provisions of that Act and 
not to go beyond the said return – There is no estoppel 
against the Statute and the Act enables and entitles the 
assessee to claim the entire expenditure in the manner 
it is claimed – Held that the assessee would be entitled 
to deduction of the entire expenditure of Rs. 
2,72,25,000 and Rs. 55,00,000 respectively in the year 
in which the amount was actually paid 

5. Penalty u/s 221: Penalty for failure to pay TDS in 
time can be levied even if the assessee voluntarily pays 
the TDS. Financial hardship, diverse locations and 
lack of computerization are not good excuses. The fact 
that CIT(A) decided in favour of the assessee & 
deleted the penalty does not necessarily mean that two 
views are possible 

 Parliament treats a person who has deducted the tax 
and fails to pay it to revenue as a class different from a 
person who has not deducted the tax and also not 
deposited the tax with revenue. This is for the reason 
that in the first class of cases the assessee concerned 
after deducting the tax, keep the money so deducted 
which belongs to another person for its own use.  In 
the second class of cases, the assessee concerned does 
not take any advantage as he pays the entire amount to 
the payee without deducting any tax and does not 
enrich itself at the cost of the government. Therefore, 
although penalty is also imposable in the second class 
of cases, yet in view of the proviso to Section 201(1) 
of the Act, it is open to such assessee to satisfy the 
Assessing Officer that as they have good and sufficient 
reasons no penalty is imposable. It is in the above view 
that in the first class of assessees the Parliament has 
provided for prosecution under Section 276B of the 
Act for failing the pay the tax deducted at source 
Reliance Industries Ltd vs. CIT (Bombay High 
Court) 

 
6. Section 41(1), Section 68: Unclaimed liabilities to 

creditors, even if fictitious and bogus, cannot be 
assessed u/s 41(1) in the absence of a write-back. The 
bogus credits can be assessed u/s 68 only in the year 
the credits were made and not in the year they are 
found to be not payable. 

 Applying the ratio in the cases mentioned supra, the 
amount in question cannot be brought to tax in the 
year under appeal under the provisions of Section 
41(1) of the Act. It is trite law that an addition under 
Section 68 can be made only in the year in which 
credit was made to the account of the creditors in the 
books of account maintained. Admittedly, in this case 

the credit to the account of creditors was made in the 
earlier years and therefore, the amount even cannot be 
brought to tax under Section 68 in the year under 
appeal. However, it is open to the Department to levy 
tax on such amount by resorting to the remedies 
available under the provisions of Act by duly 
following the procedure known to the law. Perfect 
Paradise Emporium Pvt. Ltd vs. ITO (ITAT Delhi). 

 
7. Gift from HUF - HUF can be treated as a relative 

under the provisions of section 56 (2) so as to exclude 
the amount received from HUF by the assessee - 
individual - Amount of Gift is Not Taxable - Mr. 
Biravelli Bhaskar Vs Income Tax Officer, Ward-4 
Karimnagar (2015 (8) TMI 121 - ITAT Hyderabad) 

 
8. Section 194-I: Japan Airlines Co. Ltd vs. CIT 

(Supreme Court): Sec. 194-I: In deciding whether a 
payment is for "use of land", the substance of the 
transaction has to be seen. If the payment is for a 
variety of services and the use of land is minor, the 
payment cannot be treated as "rent" 

 When the airlines pay for these charges, treating such 
charges as charges for ‘use of land’ would be adopting 
a totally naïve and simplistic approach which is far 
away from the reality. We have to keep in mind the 
substance behind such charges. When matter is looked 
into from this angle, keeping in view the full and 
larger picture in mind, it becomes very clear that the 
charges are not for use of land per se and, therefore, it 
cannot be treated as ‘rent’ within the meaning of 
Section 194-I of the Act 

 
 9. Deduction u/s 194C instead of u/s 194J: Sec. 

40(a)(ia)/ 194C/ 194J: Deduction u/s 194C instead of 
u/s 194J renders the shortfall liable for disallowance 
u/s 40(a)(ia) CIT vs. PVS Memorial Hospital Ltd 
(Kerala High Court):  The expression “tax deductible 
at source under Chapter XVII-B” occurring in Section 
40(a)(ia) has to be understood as tax deductible at 
source under the appropriate provision of Chapter 
XVII-B. Therefore, as in this case, if tax is deductible 
under Section 194J but is deducted under Section 
194C, such a deduction would not satisfy the 
requirements of Section 40(a)(ia). The latter part of 
this Section that such tax has not been deducted, again 
refers to the tax deducted under the appropriate 
provision of Chapter XVII-B. Thus, a cumulative 
reading of this provision, therefore, shows that 
deduction under a wrong provision of law will not 
save an assessee from Section 40(a)(ia) 

 
Income Computation and Disclosure Standards  
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Effective April 1, 2015 all taxpayers following 
mercantile system of accounting are required to follow 
the ten Income Computation and Disclosure Standards 
(“ICDS”) notified by the Central Government on March 
31, 2015.  ICDS prescribe the accounting standards that 
need to be followed for computing income chargeable to 
tax under the head “Profits and gains of business or 
profession” and “Income from other sources” under the 
Income-tax Act 1961. The stated objective is to bring 
consistency in computation of income and reduce 
potential litigation.  
The preamble of the notification introducing ICDS 
specifically clarifies that no separate books of accounts 
are required to be maintained for following ICDS. 
However, practically this will pose a serious challenge to 
taxpayers given some significant differences between 
current accounting standards and ICDS. Most large 
corporates have customized ERP packages to extract 
financial data which are currently able to also compute 
taxable income. All such packages will need to be 
modified now to capture and extract data necessary for 
working out deviations from the financial accounting 
standards.  
Taxpayers will need to have detailed reconciliations 
between the amounts reflected in financial statements 
and those used for computing taxable income. Given that 
the ICDS are effective from April 1, 2015 itself, 
taxpayers are hardly geared up for computing their 
advance tax liabilities this year.  The only other option 
left would be to maintain two separate books for 
financial recording and tax computations. Some 
significant issues arising from specific ICDS as notified. 
The stated intent behind ICDS is noble but the issue is 
whether the intent will be achieved. The tax officers are 
not trained accountants and it may be a challenge for 
them as well as taxpayers to grapple with accounting 
concepts and complex situations to achieve agreement 
on the treatment during assessments. The confusion will 
increase with Ind-AS getting implemented from next 
year for financial accounting as the gap between ICDS 
and financial accounting standards will further increase 
substantially. Taxpayers are already finding it hard to 
grapple with the shift in basis of financial accounting. 
One wonders whether the intent of ICDS could not have 
been achieved by carrying out a few amendments in the 
Act itself, which would have been easier to implement. 
As of now, the taxpayers need to reconcile to the new 
challenge.  
 
 
 
 
 

Indirect Taxes 
Recent Case Laws 
1. "States not empowered to levy VAT on transfer of 
immovable property - under normal provisions" 
Recently, on 22.04.2015, P&H High Court in CHD 
Developers v. State of Haryana & Ors. (TS-147-HC-
2015 (P&H)-VAT) upholded the levy of VAT on sale of 
goods in an agreement to sale of flat, and further held 
that States are not empowered to levy VAT on transfer 
of immovable property. 
Rule 25 of Haryana VAT Rules was sought to be 
challenged on premise that levy of VAT on value of land 
was ultra vires the powers of State Legislature. 
However, Circular No. 259/ST-1 dated February 10, 
2014 which provides composition scheme was declared 
optional and hence no deduction of land is allowed, for 
the lump sum dealer. 
The settled pronouncements of the said case are as under 
– 
1. Where the agreement is entered into after completion 
of flat/unit, there would be no element of works contract, 
hence VAT is not applicable. 
2. Further, in case of developer, the activity of 
construction undertaken by him would be called as 
works contract only from the stage he enters into a 
contract with the flat purchaser. Thus the value addition 
made to the goods transferred after the agreement is 
entered, shall only be made chargeable to VAT. 
3. The major conditions for activity to be chargeable 
under VAT are – 

i. There must be works contract. 
ii. Goods should be involved in the execution of 
works contract. 
iii. Property must be transferred to a third party either 
as goods or some other form. 

4. . In case the Developers opt for the deductive method 
of calculation of VAT, the deduction of labour and like 
charges (similar to other work contractors as specified in 
rule 25 of HVAT) is admissible. However, in case of 
Haryana VAT, provisions for deduction of value of land 
for the developer are not expressly specified. Hence, the 
P&H HC, relying on the landmark judgment of Supreme 
court in the case of M/s Larsen and Toubro v. State of 
Karnataka {(2013) 46 PHT 269 (SC)} held that State has 
no power to charge tax on anything except the value of 
transfer of property in goods and thus deduction of land 
is permissible in the case of developers.  
However, in case of non-VAT dealer, i.e. lump sum 
works contractor, no deduction of value of land is 
admissible to the developer. Here it is held that since 
composition method is optional to the dealer, and the 
same is not a charging provision, no deduction toward 
value of land can be granted. 



Tax$Law$Educare$Society,$Vol.$04,$Part$8,$August$2015$
! !

5!

 
2.  Act of non-payment of service tax after its 
collection can’t be claimed to be done under a bona 
fide belief. 
In the recently concluded case of Indsur Global Ltd. 
Versus Additional Commissioner of service Tax, 
Vadodara (2015) 59 taxmann.com 15(Gujarat) tribunal 
held that act of non-payment of service tax after its 
collection can’t be claimed to be done under a bona fide 
belief. 
In the instant case, assesse had collected service tax from 
the service recipient but did not deposit same with 
Government and showed Nil service tax liability in 
periodical return. Assesse paid service tax only after 
issuance of summons by department. Department levied 
penalties under sections 76, 77 and 78. Assesse claimed 
that it was a case of bona fide error and penalties must 
be waived under section 80. 
The honorable Court held that it is primary duty of 
assesse to establish ‘reasonable cause’ for failure, which 
is a question of fact. No penalty would be imposed only 
if he proves that there was reasonable cause of such 
failure. In the instant case, the assesse could not show 
reasonable cause to bring out as to what prevented the 
assesse from making the payment of service tax when 
the same was actually recovered from the service 
recipient and Tax appeal is dismissed. Hence, the assesse 
liable to pay penalties under section 76, 77 and 78. 
 
3.  Charge/Levy - Service Tax 
Section 66, read with sections 65B(25), 65B(44) and 
66B, of the Finance Act, 1994 - Charge/levy - Service 
Tax - Assessee was : (a) preparing Ready Mix Concrete 
(RMC) and delivering RMC at site; (b) performing other 
incidental activities of pouring, pumping and laying of 
RMC - Department demanded service tax - Tribunal 
held that : (a) no taxable service was involved in entire 
supply of RMC; (b) contract was a 'sales contract' and 
not a 'service contract'; (c) in absence of evidence of 
providing of taxable service, primary and dominant 
object was to supply Ready Mix Concrete (RMC); 
therefore, no service tax can be levied and adjudication 
made under mistake of fact and law fails - On revenue's 
appeal - HELD : There is no merit in revenue's appeal 
and same was liable to be dismissed - Commissioner of 
Service Tax, Delhi v. G.M.K. Concrete Mixing (P.) Ltd. 
[2015] 59 taxmann.com 286 (SC) 
 
4. "VAT to be levied on transfer of right to use of 
intangible goods- even if transferred to multiple 
users" 
Recently, on 13th July 2015 based on the Bombay High 
Court judgment in the case of Tata Sons Ltd, Writ 

Petition No.2818 of 2012 decided on 20.01.2015, a trade 
circular no. 11 of 2015 has been issued, wherein it has 
been clarified that VAT is leviable on transfer of right to 
use intangible goods like trademark, technical know-
how and copyright even if transferred to multiple users. 
The Bombay High Court, upon a perusal of the 
provisions and the agreement observed that in case of 
intangible goods the right to use them is capable of being 
transferred and if transferred it is subject to tax. The Act 
does not given any indication that right to use the 
incorporeal goods should be should be exclusively 
transferred in favour of the transferee. 
5. Refund – General 
Amount deposited during investigation is a pre-deposit 
and where assessee's appeal has been allowed with 
consequential relief, same must be refunded and there is 
no need to file refund claim for that purpose - [2015] 59 
taxmann.com 158 (Mumbai - CESTAT). 
 
New norms for manual scrutiny of service tax returns 
from August. 
Central Board of Excise and Customs (CBEC) will start 
detailed manual scrutiny of service tax returns of 
assessees based on risk parameters under modified 
norms from August 1st. 
The revised guidelines will come into operation from 
August 1, 2015, it said. 
As per a CBEC circular, the detailed return scrutiny 
would be conducted in respect of such assessees whose 
total tax paid for 2014-15 is below Rs 50 lakh. 
However, the assessees who are subject to service tax 
audits would not be covered under the detailed scrutiny 
programme. 
"In an era of self assessment of tax liability by the 
assessees, compliance verification assumes greater 
importance. Scrutiny is one of the three prongs of 
compliance verification, the other two being audit and 
anti evasion," the Ministry said. 
Prior to the reorganisation of Commissionerates, all 
these three prongs were being handled by a single 
Commissionerate. 
With the creation of separate Audit Commissionerates, 
the Executive Commissionerates will focus on scrutiny 
and anti evasion work. "The selection of returns for 
detailed scrutiny would be on the basis of risk 
parameters which would be centrally generated. The 
scrutiny would be entirely done in the departmental 
premises, based on assessment related documents 
obtained from the assesses," the ministry said. 
The selection of the asseessees for the purpose of 
manual scrutiny, the CBEC circular said, would be made 
under three bands -- where the Service Tax is paid up to 
Rs 10 lakh, Rs 10-25 lakh and Rs 25-50 lakh in 2014-15. 
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 “Goods & Service Tax”: An Introduction:  
By CA. Arun Ahuja 
 
GST stands for “Goods and Services Tax”, and is 
proposed to be a comprehensive indirect tax levy on 
manufacture, sale and consumption of goods as well as 
services at the national level. Its main objective is to 
consolidates all indirect tax levies into a single tax, 
except customs (excluding SAD) replacing multiple tax 
levies, overcoming the limitations of existing indirect tax 
structure, and creating efficiencies in tax administration. 
It is levied and collected on value addition at each stage 
on sale or purchase of goods or supply of services based 
on input tax credit method but without state boundaries. 
There is no distinction between goods or services and 
they are taxed at a single rate in a supply chain of goods 
and services till the goods or services reach the ultimate 
consumer. Its main objective is to combine all indirect 
tax levies into a single tax thereby replacing multiple tax 
levies, overcoming the limitation of current indirect tax 
structure and creating efficiencies in tax administration. 
GST is levied at every stage of production-distribution 
chain. It will facilitate seamless credit flowing across the 
entire supply chain and across all States under a 
common tax base. 

 
 
Salient features of the proposed model are as follows: 
1. The GST shall have two components: one levied by 
the Centre (hereinafter referred to as Central GST), and 
the other levied by the States (hereinafter referred to as 
State GST). Rates for Central GST and State GST would 
be prescribed appropriately, reflecting revenue 
considerations and acceptability. This dual GST model 

would be implemented through multiple statutes (one for 
CGST and SGST statute for every State). 
2. All Transactions under the GST net: The Central 
GST and the State GST would be applicable to all 
transactions of goods and services made for a 
consideration except the exempted goods and services, 
goods which are outside the purview of GST and the 
transactions which are below the prescribed threshold 
limits. 
3. Destination Based Multi Point Levy: It is 
recommended that the Centre and States should adopt a 
consumption based GST with no distinction being made 
between raw materials and capital goods, in availment of 
Input tax credit. GST is based on destination principle, 
thus tax base will shift from production to consumption 
of goods. The taxable event is Consumption of goods or 
services. As a result, revenue will accrue to the state in 
which consumption takes place or deemed to take place. 
4. Computation of GST on the basis of invoice credit 
method. 
The liability of CGST and SGST is computed the basis 
of Invoice Credit method i.e. allow credit for tax paid on 
all intermediate purchases of goods and services on the 
basis of invoice issued by the supplier. As a result, all 
different stages of production and distribution can be 
interpreted as a mere tax pass-through, and the tax will 
effectively stick on final consumption within the taxing 
jurisdiction. 
5. Payment of GST 
The Central GST and State GST are to be paid to the 
accounts of the Centre and the States separately. It 
would have to be ensured that account-heads for all 
services and goods would have indication whether it 
relates to Central GST or State GST. 
 

 
 

GST 
Network 

Simplicity for 
Taxpayers 

Respect 
autonomy for 

States 

Uniformity of 
Policy 

Administration 

Leverage 
existing 

investments: 

Digitization of 
Entire Chain of 
Transactions 

Reduced 
Revenue 
Leakages 

BENEFITS 
OF GST 

Abolition of 
multiple layer of 

taxes 

Mitigation of 
Cascading 
Taxation 

Development of 
Common 

National Market 

Increase in 
Voluntary 

Compliance 

Efficient 
Administration 
by Government 

Reduced 
Litigation 

Tax Booster for 
Government 



Tax$Law$Educare$Society,$Vol.$04,$Part$8,$August$2015$
! !

7!

Government Policies 
Foreign Trade Policy 2015-2020: An Administrative 
Reform:  
By CA. Shashank Gupta 
The long awaited Foreign Trade Policy 2015-2020 
(‘hereinafter referred to as ‘new FTP’ or ‘Policy’) has 
been notified and made effective from April 01, 2015.  
The change of guard at the union has played an 
important role in formulation of the new FTP.  A bare 
perusal of the policy makes it evident that the priorities 
of the new central government such as ease of doing 
business in India, make in India, e-governance have been 
at the foundation of the policy. 
Foreign Trade Policy 2009-2014 (‘the erstwhile FTP’) 
was cluttered with a number of schemes.  While the end 
purpose of all such schemes was to incentivize exports 
from India however their set of compliances and rewards 
varied depending on certain factors.  Taking end purpose 
into account the new FTP has merged five different 
schemes i.e. Focus Product Scheme, Market Linked 
Focus Product Scheme, Focus Market Scheme, Agri 
Infrastructure Incentive Scrip, Vishesh Krishi Gram 
Udyog Yojna into a single scheme i.e. Merchandize 
Export from India Scheme (MEIS).  
Under the erstwhile FTP there was an underlying issue 
in the Served from India Scheme (‘SFIS’).  In the said 
scheme the claim of reward by a subsidiary of a foreign 
company on account of export of services from India 
was being disputed by the department.  The reason for 
dispute was that the benefit was available to ‘Indian 
Service Providers’ only.  Vide the new FTP, the said 
scheme has been replaced with Services Export from 
India Scheme (’SEIS’).  The new scheme applies to 
‘Service providers located in India’ instead of ‘Indian 
Service Providers’.  Thus all service providers providing 
services from India including subsidiaries of foreign 
companies would be entitled to avail benefit under the 
said scheme.  
In the Export Promotion Capital Goods (EPCG) 
Scheme, steps have been taken to facilitate ‘Make in 
India’.  Fast track clearances have been provided for 
imports and domestic procurements of Export Oriented 
Units (‘EOU’) having physical export turnover of INR 
10 Crores and above.  If capital goods transferred to 
other EOU/ EHTP/STP/SEZ are rejected by the recipient 
then the same can be returned without payment of 
applicable duty.  So as to ensure timely completion of a 
project, validity of Letter of Permission has been revised 
to two years.  Extension of one year can be granted by 
Development Commissioner.  Beyond three years 
extension can be granted by Unit Approval Committee 
subject to 2/3rd completion of activities including 
construction activity.  Further, EOU/ EHTP and STP 

units have been allowed to share infrastructural facilities 
and can transfer goods and services amongst each other 
and to use duty free material for training purposes (in 
case of EOU’s – software EOU’s only). 
So as to facilitate e-governance it has been provided that 
applications under Chapter 3 and 4 of FTP and specified 
documents would not be required to be submitted in hard 
copy to Regional Authority.   
Landing documents of export consignments as proof for 
notified market can be digitally uploaded.  In case of 
status holder exporters in the category of three, four or 
five star export house scanned copies of the document 
can be uploaded whereas other exporters are required to 
upload scanned copy of Bill of Entry under their digital 
signature. 
Exporter Importer Profile facility has been created so as 
to do away with the requirement of repeatedly 
submitting documents such as PAN, IEC and 
manufacturing license.  So as to ensure better 
communication between with exporters/ importers, 
information would now be sent through email/ SMS.  
Online filing of application for refund of Terminal 
Excise Duty has been introduced for which a new Aayat 
Niryat Form has also been created.  In order to amicably 
resolve complaints or trade disputes a committee on 
quality complaints and trade disputes has been formed. 
A new chapter in this regard has been inserted in the 
Foreign Trade Policy.   
To sum up the above, the government has taken some 
steady steps towards simplification of procedures and 
has tried to cut through the complexity.  As is evident 
from the discussion above the emphasis has been on 
enhancing efficacy of the government machinery.  The 
policy has a balanced approach but scores faintly on the 
scale of the huge expectation that the industry had from 
the year old central government.   
FAQs on Gold Monetization Scheme 
The Government has released the draft Gold 
Monetization Scheme (GMS). The main objective of the 
Scheme is to mobilize gold held by the households in 
lieu of interest and to make it available to the gems and 
jewellery sector as raw material on loan. This scheme 
aims at reducing reliance on import of gold to meet the 
domestic demand. 
The draft guidelines have been released nearly three 
months after announcing the scheme by the Finance 
Minister Mr. Arun Jaitley in the Union Budget 2015. 
Q1. How much gold can be deposited in the scheme? 
The minimum quantity of gold that a customer can 
deposit is proposed to be 30 grams. The gold can be in 
any form, i.e., bullion or jewellery. 
Q2. How to check the purity of gold to be deposited in 
the scheme? 
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Customer interested in depositing the gold shall get its 
purity tested, which shall be done at Purity Testing 
Centre through a XRF machine. 
If customers agree with amount of pure gold determined 
after the purity testing, he shall fill-up a Bank/KYC form 
and give his consent for melting the gold. 
Q3. What is Purity Testing Centre? 
There are 350 BIS certified Hallmarking Centres which 
are spread across various parts of the Country. Since 
these Hallmarking Centers are equipped to conduct a test 
of purity of jewellery in a short span of time, they shall 
act as 'Purity Testing Centers' for the scheme. 
Q4. In which cities Gold Monetization Scheme will be 
launched? 
Initially the scheme is proposed to be launched in 
selected cities only. However, if the requirement arises 
the scheme shall be extended to other cities. Currently, it 
is proposed to open 331 such centers across India. 
Q5. How gold shall be melted? 
The gold ornaments so collected from the customers 
shall be cleaned of its dirt, studs, meena, etc., which 
shall be handed-over to the customer only. 
Net weight of the jewellery shall be taken after such 
removal. Thereafter, right in front of the customer the 
jewellery will be melted and through a fire assay, its 
purity will be ascertained. 
Q6. How to deposit the gold? 
After determining the purity of gold by fire assay, the 
customer can chose to refuse to deposit the gold. In that 
case, he can take back the melted gold in the form of 
gold bars, after paying a nominal fee. 
If the customer agrees to deposit the gold, he will be 
given a certificate by the collection centre certifying the 
amount and purity of the deposited gold. In this case, the 
melting charges shall be borne by the bank. 
Q7. How to open the gold saving account? 
When the customer produces the certificate of gold 
deposited at the Purity Testing Centre, the bank will 
open a 'Gold Savings Account' for the customer and 
credit the 'quantity' of gold into the customer's account. 
Simultaneously, the Purity Verification Centre will also 
inform the bank about the deposit made. 
Q8. Is Interest payable on gold deposited in gold saving 
account? 
Yes, banks will pay interest on 'Gold Savings Account' 
after 30/60 days of account opening. The rate of interest 
is proposed to be decided by banks directly. Both 
principal and interest to be paid to the depositor shall be 
valued in terms of gold. 
Q9. How to withdraw from gold saving account? 
Customer will have the option of redemption from gold 
saving account either in cash or in gold. Such an option 
will have to be exercised at the time of making the 

deposit. The tenure of the deposit will be minimum of 1 
year and with a roll out in multiples of one year. 
Q10. Do any capital gains arise from such transaction? 
In the Gold Deposit Scheme (1999), the customers 
received exemption from capital gains tax. So,tax 
exemptions are likely to be made available for this 
scheme as well. 
Amount earned from "Gold Saving Account" under this 
scheme is likely to be exempted under Income-tax Act 
after due examination. 
Q11. How gold so deposited shall be used by the 
Banks? 
The banks may be permitted to utilize the gold in the 
following ways: 
(a)  Deposit the mobilized gold as part of their CRR/SLR 
requirements with RBI; 
(b)  Sell the deposited gold to generate foreign currency; 
(c)  Gold can be converted in gold coins for further sale 
to customers; 
(d)  Lending to the jewellers. 
Q12. How gold can be lent to the jewellers? 
When a gold loan is sanctioned, the jewellers will 
receive physical delivery of gold. The banks will, in 
turn, make the requisite entry in the Jewellers' Gold 
Loan Account. It is proposed that the interest to be 
charged from the jeweller shall cover the following: 
(a) Interest rate paid to the depositors of gold. 
(b) Fee paid to the refiners and Purity Verification 
Centres. 
(c) Profit margin of the banks. 
 
Miscellaneous 
SEBI eases delisting norms 
Making delisting norms easier, SEBI on Friday said 
promoters either will have to ensure that at least 25 per 
cent of minority shareholders participate in such a 
process or can demonstrate that the entire 100 per cent 
investors have been approached. The move is part of 
SEBI’s efforts that a good percentage of minority 
shareholders participate in the delisting process.  The 
Securities and Exchange Board of India said promoters 
either have to meet the condition that at least 25 per cent 
minority shareholders tender their shares or need to 
reach out to 100 per cent of the minority shareholders. 
 

 


