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CBDT  

 A new guidelines for Compounding of offences effective from June 17, 2019: The new guideline halts the option to compound 
offences relating to money laundering, Black money, Benami law and undisclosed foreign assets. The guidelines also had 
amended the methodology for computation of Compounding fees. Now, the foreign directors of MNC may face prosecution for 
non-deposit of TDS/TCS. 

 CBDT broadened the terms of reference in the reconstituted the task force for drafting a new direct tax legislation: The new 
terms of reference include faceless scrutiny assessments, reduction in litigation, reduction in compliance burden and sharing of 
information between various revenue department 

 It has been clarified vide Circular No. 11/2019 that the previous year losses till the Assessment Year-2016-17, will be allowed to 
be set off against the income referred to in section 115BBE of the Act. 

 A guidance in Assessment of Firm provided vide Circular no. 12/2019 dated June 19, 2019, this circular requires AOs to cross-
verify the claims made via remuneration, interest on capital, set off and carry forward of losses etc. It also clarified the tax 
authorities to take action on Tax Auditors for incomplete disclosures on Audit reports. 

 CBDT initiates Phase II of the faceless tax Assessment 

 DIT systems modifies the approval process of manual refunds. Earlier, the refunds are required to be approved by Pr. DGIT 
(systems), currently CCIT has the power to authorize such refunds. 

 New procedures for filing TDS/TCS statement thorough electronic mode and through TIN facilitation Centre has been notified. 

BEPS  
 India, Belgium, Russian Federation deposits its instrument of ratification for the multilateral BEPS convention. All the three 

instrument comes into force from October 1, 2019. 

 It is recommended that the Indian business enterprise entering into cross-border transactions with Non-residents revisit the tax 
position in Form 15CA/15CB in line with the MLI deposited by India with OECD. Further, it is imperative for outbound based 
business establishments’ viz., Indian companies having business presence overseas would need to relook at their tax position from 
overseas tax jurisdiction perspective. 

OECD 
OECD releases Programme of work to develop a consensus Solutions to the Tax challenges arising from digitalization: 

The Programme of work addresses the issue in two aspects: 

Pillar one-Revised Nexus and Profit Allocation. This proposal sets out new taxing rights, double taxation avoidance- Proposed nexus 
rules are “user participation”, “Market Intangibles” and “significant economic Presence”. It is imperative to note that India had 



 

 

pitched for significant Economic Presence concept in its G-20 meet. 

Pillar two-Global anti-base erosion: this proposal sets out to address the risk of base erosion to a low/no tax jurisdiction. The 
proposed BEPS rules are - “Income inclusion rule” and “tax on base eroding payments”  

FEMA 

New online platform for filing Annual return on Foreign Liabilities and Assets: Reserve Bank of India with a view to enhance security 
level and ease difficulty in data submission has introduced web-portal interface https://flair.rbi.org.in to reporting entity to submit 
the Form FLA online. Further, it is clarified that the existing mechanism of filing form FLA will be discontinued. 

GST 

I. New taxpayers shall furnish Bank account details on the portal within 45 days from the date on which GST registration is granted 
or due date for filing of GSTR-3B for the first month, whichever is earlier. Else, the GST registration shall be cancelled. 

II. Mandatory QR code in Tax invoice/Bill of Supply, subject to certain restrictions and conditions to be prescribed (effective date yet 
to be notified) 

III. Transfer of any amount of tax/interest/penalty/fee to any other head in electronic cash ledger vide new Form GST PMT-09 
(effective date yet to be notified). 

IV. Exemption provided for suppliers of Online Information Database Access and Retrieval Services (“OIDAR services”) from filing 
Annual Return in Form GSTR-9 / Reconciliation Statement in Form GSTR-9C. 

V. Blocking of e-way bills on non-filing of returns for two consecutive tax periods shall come into effect from 21st August 2019, 
instead of earlier notified date of 21st June 2019. 

VI. It is clarified vide notification No. 102/21/2019-GST that GST is leviable on the additional/penal interest charged by the seller. 
However, no additional interest will be liable to GST where the additional interest is supplementary to the interest covered under 
exempted service “services by way of extending loans.” 

VII. It is clarified vide circular no. 105/24/2019- the secondary or post sale discount given with a special linked condition is liable to be 
added to the value of supply. Further, it is clarified that the recipient will not be required to reverse the ITC availed to the extent of 
discount. 

 

International 

Tax Update 

 

Country- Mauritius: 

Budget for the Year 2019-20 introduced. Some key highlights of the budget are: 

1. Introduction of patent box regime - tax holiday for corporates with income from Intellectual Property. 
2. Improved Tax breaks for Electric vehicles. 



 

 

Key Judicial precedents – June 2019 

 
A. Outotec (Finland) Oy, Kolkata vs Deputy Commissioner of Income tax, Circle 2(1) [2019] I.T.A No. 2601/Kol/2018 (Kolkata ITAT): 
 
Facts: 

1. Assessee is a tax resident of Finland. During the AY 2015-16, earned revenue from Sale of designs and drawings, rendition of technical service, license fees 
and testing and other services with regard to project in India.  

2. The sale of design and drawings was an integral part of the machinery and the design was used by the Indian company to install plant and machinery 

3. The testing and other services were provided in relation to the final product that were used in India. 

4. The Assessee did not offer to tax the revenue from sale of design and drawings and testing services contending the same as profit from business and due 
to the absence of the Permanent Establishment, the same is not taxable in India.  

5. The Department rejected the claim of the Assessee on the following grounds: 

- In the sale of drawings and design, the license to use the drawings is only transferred. Therefore, the same is in nature of copyright to use and is 
taxable as royalty 

- The testing charges though provided outside India attributed to the final product to be used in India therefore, taxable. 

Held:  

1. Relying on the Judgment of Dassault Systems by AAR 322 ITR 125 passing on the rights to use and facilitating a copyrighted product is different from 
transfer or assigning of copyright, the Hon’ble Kolkata ITAT held that it is not taxable as the design and drawings are used for internal  purpose and not for 
commercial exploitation. Therefore, it is not a case of royalty. 

2. On reading the Article 12(5) of India Finland DTAA such royalties or fees for technical services shall be deemed to arise in the State in which the right or 
property is used or the services are performed. Since the ultimate product is used in India, the testing fees falls under royalty and hence, taxable. 

 

B. Commissioner of Income Tax, Mumbai v. Registrar of Companies (‘ROC’) Mumbai [2019] NCLT TCP No. 244(MB)/2017 (Mumbai NCLT): 

Facts:  

1. A Company applied for the strike off of the name of the Company under fast track exit. After complying with the conditions prescribed in the Act, the ROC 
struck the company as defunct. 

2. The Revenue was unaware of the above event, as the notices sent to the company was responded regularly. 



 

 

3. At the time of passing an order, the petitioner tried to avoid the taxes on the grounds of defunct/struck off company. 

4. Aggrieved by the above events, the revenue moved an application before the NCLT as a creditor under section 560 of the Companies Act, 1956 (section 
252 of the Companies Act, 2013) to restore the name of the Company. 

Issues: 

1. At the time of application and struck off of the company, the revenue is not a creditor. Therefore, whether Revenue can move the application before 
NCLT? 

2. Can the application be rejected because the revenue was negligent by not going through the notice? 

Held: 

The term Creditor extends to current as well as contingent liabilities. Though assessment was completed after the struck off, the revenue is a creditor. 

As per the section 560 of the Companies Act, 1956 (252 of the Companies Act 2013), “Deem it otherwise just” the name of the company can be restored by 

the NCLT. Given the facts, the strike off of the Company is unjust to the Revenue. Therefore, NCLT directs ROC to restore the company. 

C. Sava Healthcare Ltd v.  Assistant Commissioner of Income Tax [2019] ITA No. 1062 to 1068/PUN/2017 (Pune ITAT): 
 
Facts: 

1. The Company is in the business of healthcare products. 

2. All the international sale of the product made through UAE-Mauritius. But goods were dispatched and moved through godown in Singapore. 

3. Contention of the TPO: 

- The important functions of the company is situated in India and the money is merely routed through UAE and Mauritius to avoid Tax.  

- Concluded that the Place of Effective Management (‘POEM’) is in India and adopted profit split method and allocated 97% profit of the group in India 

Held: 

As per section 92CA(1) of the Income tax act, the Transfer Pricing Officer (‘TPO’) has the power determine ALP of international transactions undertaken by 

assessee and by applying one of the methods as the most appropriate method to determine whether any adjustment is warranted or not, it is within the 

jurisdiction of the Assessing Officer to determine the POEM. AO failed to apply law correctly and the whole exercise undertaken by TPO is invalid. 

 


