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Key changes / amendments to take effect from June 1, 2016

1. Equalisation Levy
Section 10

Under section 10, a new Clause 50 has been inserted that provides for exemption of
income from “specified services” chargeable to equalization levy wherein “specified
service” shall have mean as given in section 161(i) of Chapter VIII of the Finance Act,
2016.

Section 40(a) (Expense disallowance provision)

A new clause (ib) has been inserted in section 40(a) that provides that the expenses
incurred for “specified services” chargeable under this Chapter shall not be allowed as
deduction in case assessee fails to deduct and deposit the equalisation levy with the
government. Where it has been deducted in the subsequent year or has been deducted
during the previous year but paid after the due date, it shall be allowed as deduction in
the previous year in which it has been paid.

A new Chapter VIl has been inserted in Finance Act, 2016 with respect to Equalisation
levy.

2. Income Declaration Scheme, 2016

A one-time disclosure scheme i.e Income Declaration Scheme, 2016 for declaration of
undisclosed income of any financial year upto 2015-16 was added in Finance Bill 2016.
The same is to be brought w.e.f. June 1, 2016 and it is to remain open up to the date' to
be notified by the Central Government in the Official gazette.

Section 153A or 153C (Assessment in cases of search)

The Income Declaration Scheme, 2016 shall not be applicable in case where notices
have been issued under section 153A or 153C.

3. New Direct Tax Dispute Resolution Scheme, 2016

A new Direct Tax Dispute Resolution Scheme, 2016, has been provided, salient features
of which are:

! Yesterday CBDT specified December 31, 2016 as cut-off date for making declaration to designated authority
under the scheme
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a) The scheme to be applicable to "tax arrears" (including tax, interest or penalty)
determined under the Income-tax Act or the Wealth-tax Act, 1957 in respect of which
appeal is pending before CIT(A)/CWT(A) as on February 29, 2016 ;

b) The declarant under the scheme be required to pay tax at the applicable rate plus
interest upto the date of assessment. However, in case of disputed tax exceeding
rupees ten lakh, 25% of the minimum penalty leviable shall also be required to be paid;

c) Consequent to such declaration, appeal in respect of the disputed income and disputed

wealth pending before the Commissioner (Appeals) shall be deemed to be withdrawn.

4. New taxation regime for Securitization Trusts:

Section 115TC (Tax on income from securitization trusts)

Section 115TC provides for situations where a securitization trust defaults in payment of
tax and is considered to be assessee in default. Following changes are made therein:

¢ In clause (a), “or security receipt” has been inserted in the definition of “investor”;
¢ In sub-clause (ii), “or” is inserted after the words “Reserve Bank of India”,

e A new sub-clause has been added to the definition of securitization trust thereby
expanding its definition;

e Clause (e) has been added to define “security receipt”, which shall have the same
meaning as given in section 2(1)(zg) of the Securitisation and Reconstruction of
Financial Assets and Enforcement of Security Interest Act, 2002;

A new Chapter XII-EB i.e. ( Special Provisions relating to tax on accreted income of
certain trusts and institutions) has been added to provide for levy of additional income-
tax in case of conversion into, or merger with, any non-charitable form or on transfer of
assets of a charitable organization on its dissolution to a non-charitable institution. For
this, Section 115TD, 115TE and 115TF have been inserted.

Section 194LBC: (TDS on income in respect of investment in securitization trust)

A new section 194LBC is inserted after Section 194LBB.

Sub — section (1) provides that where any income is payable to an investor who is a
resident in respect of an investment in a securitisation trust specified in clause (d) of the
Explanation occurring after section 115TCA, then the person responsible for making the
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payment shall deduct tax at source at the rate of 20%, if the payee is an individual or a
HUF; or 30% if payee is any other person.

Sub - section (2) provides that where any income is payable to an investor a non-
resident or a foreign company in respect of an investment in a securitisation trust
specified in clause (d) of the Explanation occurring after section 115TCA, then the
person responsible for making the payment shall deduct tax at source at the rates in

force.

5. TDS provisions

Increase in threshold limit of deduction of tax at source on various payments mentioned
in the relevant sections :

Present Section Heads Existing Threshold | Amended Threshold
Limit (Rs.) Limit (Rs.)
192A Payment of | 30,000 50,000
accumulated
balance due to an
employee
194BB Winnings from | 5,000 10,00
Horse Race
194C Payments to | Aggregate annual | Aggregate  annual
Contractors limit of 75,000 limit of 1,00,000
194LA Payment of | 2,00,000 2,50,000
Compensation  on
acquisition of certain
Immovable Property
194D Insurance 20,000 15,000
commission
194G Commission on sale | 1,000 15,000
of lottery tickets
194H Commission or | 5,000 15,000
brokerage

Revision in rates of deduction of tax at source on various payments mentioned in the relevant

sections of the Act:

Amended Rate
Present Section Heads Existing Rate of TDS  |of
(%) TDS (%)
194DA Payment in respect of 2% 1%
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Life Insurance Policy

194EE Payments in respect [20% 10%

of NSS Deposits

194D Insurance Rate in force (10%) 5%
commission
194G Commission on sale |10% 5%

of lottery tickets

194H Commission or 10% 5%

brokerage

6. Section 194K and Section 194L:

Section 194K for tax deducted at source for income in respect of units is omitted.
Section 194L for tax deducted at source for payment of compensation on acquisition of
Capital Asset is omitted.

Section 194LBA (TDS on certain income from units of a business trust):

Sub — section (1) and sub — section(2) is amended for deducting tax at source on
payments in respect of distributed income referred to in section 115UA, being of the
nature referred to in clause (23FC) of section 10 and in the nature referred to in sub —
clause (a) of clause (23FC) of section 10 also.

Section 194LBB (TDS on income in respect of units of investment fund):

In order to rationalize the TDS regime in respect of payments made by the investment
funds to its investors, it is proposed to amend Sec 194LBB to provide that the person
responsible for making the payment to the investor shall deduct income-tax u/s 194LBB
at the rate of 10% where the payee is a resident and at the rates in force where the
payee is a non-resident.

A proviso is inserted which provides that where the payee is a non-resident or a foreign
company, no deduction shall be made in case any income is not chargeable to tax under
the provisions of the Act.

9. Section 197 (Certificate for lower deduction of tax):
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Section 197 is amended to include Section 194LBB, Section 194LBC in the list of
sections for which a certificate for deduction of tax at lower rate or no deduction of tax
can be obtained.

10. Section 197A:
Sub — section (1A) and (1C) is amended for making the recipients of payments referred
to in Sec 194-1 also eligible for filing self-declaration in Form no 15G/15H for non-

deduction of tax at source.

11. Section 206AA:

In order to reduce compliance burden, Sec. 206AA(7) is amended to provide that the
provisions of this section shall also not apply to a non-resident, not being a company, or
to a foreign company, in respect of any other payment, other than interest on bonds,
subject to such conditions as may be prescribed.

12. Section 206C:
Sub — section (1D) is amended to include consideration for sale of any goods (other than
bullion or jewellery) or providing any service for the purpose of collecting tax from buyer.
A new clause (iii) is inserted to sub — section (1D) which provides that tax should be
collected at source for any goods, other than those referred to in clauses (i) and (ii), or
any service if the amount exceeds two hundred thousand rupees.
New sub — section (1E) and (1F) inserted after sub — section (1D).

13. Section 2

e A new clause (23C) has been added to section 2 to define the term “hearing” to
include communication of data and documents through electronic mode

e Section 2(37A) is amended to now provide that “rate or rates in force” for
purpose of deduction shall include section 194LBB and section 194LBC.

14. Section 92CA (Reference to TPO)

In section 92CA (3A) it has been provided that if assessment proceedings are stayed by
a court order or where a reference for exchange of information has been made by the
competent authority and time-limit available to TPO is less than 60 days after excluding
the time for which assessment was stayed or time taken for receipt of information, then
such remaining period shall be extended to 60 days.
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15. Section 1150 (Dividend distribution tax on companies)

Sub-section 7has been added to section 1150 to provide that no tax on distributed
profits shall be chargeable in respect of any amount declared, distributed or paid by the
specified domestic company by way of dividend (whether interim or otherwise) to a
business trust out of its current income on or after the specified date.

16. Section 1150A (Tax on distributed income to shareholders)

Amended Section 115QA provide that the provision shall apply to any buy back of
unlisted share undertaken by the company in accordance with the provisions of the law
relating to the Companies and not necessarily restricted to Sec 77A of the Companies
Act, 1956.

17. Section 115TA (Tax on distributed income to investors)

In section 115TA sub-section (5) has been inserted that provides an exception with a
prospective effect, to this section for income distributed by a securitization trust to its
investors.

18. Section 124 (jurisdiction of AOSs)

Sec 124(3) is amended to specifically provide that cases where search is initiated under
section 132 or books of accounts, other documents or any assets are requisitioned
under section 132A, no person shall be entitled to call into question the jurisdiction of an
Assessing Officer after the expiry of one month from the date on which he was served
with a notice under sub-section (1) of section 153A or sub-section (2) of section 153C or
after the completion of the assessment, whichever is earlier.

19. Section 133 (Power to call for information by prescribed income-tax authority), 147 (re-
assessments) and 143 (assessments)

e To expedite the mechanism of assessment, 133C has been amended to provide
legislative framework for processing of information and documents obtained from
assessee and make the outcome available to the Assessing Officer for necessary
action.

e Section 147 defines situations where income chargeable to tax has escaped
assessment can be reopened for assessment, as per the amendment- information
received by the department u/s 133C can also be base for detection of cases of income
escaping assessment.
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e Section 143(1)(a) is amended to expand scope of adjustment which can be made while
processing return u/s 143(1)(a) based on data available to the Department in the form of
audit report filed by the assessee, returns of earlier years of the assessee, 26AS
statement, Form 16, and Form 16A. However, before making any such adjustments, an
intimation shall be given to the assessee either in writing or through electronic mode
requiring him to respond to such adjustments. The response received, if any, will be duly
considered before making any adjustment. However, if no response is received within
thirty days of issue of such intimation, the processing shall be carried out incorporating
the adjustments.

20. Section 211:

Sub — section (1) which provides that advance tax on current income to be calculated in
the manner laid down in Sec. 209 is substituted.

Clause (a) makes assessees other than those mentioned in clause (b) liable to pay
advance tax while clause (b) makes an eligible assessee in respect of an eligible
business referred to in section 44AD liable to pay advance tax.

21. Section 220:

Provisos are inserted after Sec. 220(2A)(iii) to provide that —

e an order accepting or rejecting application of an assessee shall be passed by the
concerned officers within a period of twelve months from the end of the month in
which such application is received.

e no order rejecting the application of the assessee under sections 220 / 273A/
273AA shall be passed without giving the assessee an opportunity of being
heard.

¢ However, in respect of applications pending as on June 1, 2016, the order under
said sections shall be passed on or before May 31, 2017.

22. Section 234C:

Consequential changes are made in Sec. 234C in line with advance tax provisions
amended in point no. 12 above.

23. Section 244A:

Interest on refund u/s 244A —
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. If return filed after the due date — interest on refund to be payable from the date
of filing return

. Interest on refund of self assessment tax- from date of filing return or payment of
tax whichever is later.

. For the purpose of determining the order of adjustment of payments received
against the taxes due, the prepaid taxes i.e. the TDS, TCS and advance tax shall be
adjusted first.

. Further, additional interest of 3% would be payable where the refunds arise on
account of appeal effect and there is delay in passing of order giving effect to appellate
order beyond 3 months or beyond the period of extension granted by Commissioner or
Principal Commissioner. In such cases, interest would be payable for the period from
date following the date of expiry of 3 months or extended period as the case may be to
the date on which the refund is granted

24. Section 252 (Appellate Tribunal)

» Sub — section (3)(b) is amended which provides that Senior Vice-President of
ITAT is precluded from appointed by Central Govt. as President.

» Sub — section 4A is omitted.

* Sub — section (5) is amended which provides that Senior Vice-President is
precluded exercising powers and functions of the President as may be delegated
to him by the President

25. Section253 (Appeals to Appellate Tribunal):

Sub-sections (2A) and (3A) of section 253 have been omitted in order to expedite the
litigation process and omit filing of appeal by the Assessing Officer against the order
of the Dispute Resolution Panel. To give effect to this, relevant amendments are
made to sub-section (3A) and (4) of the section.

26. Section 254 (Powers of Appellate Tribunal)

The time limit for rectifying the order of appellate tribunal is now 6 months from the end
of the month is which the order was passed.

27. Section 255

The monetary limit for disposing of the Taxpayer’s case by the Appellate Tribunal is now
increased to fifty lakh rupees from fifteen lakh rupees.

28. Section 273A and 273AA

www.taxsutra.com/orange.taxsutra.com Page 8



taxsutra

Section 273A and 273AA is amended to provide time limit for disposing applications
made for immunity for penalty. Proposes that order under sub-section (4) for either
accepting or rejecting the application in full or part shall be passed within a period of
twelve months from the end of the month in which the application under the said sub-
section is received by the Principal commissioner or the Commissioner.

29. Section 281B

Sec. 281B is amended to provide that AO shall revoke provisional attachment of assets
when assessee furnishes bank guarantee for an amount not less than fair market value
of such provisionally attached property or for an amount sufficient to protect the interest
of Revenue.

30. Section 282A.

An amendment was proposed in Section 282A(1) so as to provide that notices and
documents required to be issued by income-tax authority under the Act shall be issued
by such authority either in paper form or in electronic form in accordance with such
procedure as may be prescribed.

31. Section 132

Sec 132A was added to provide that the provisions of chapter VIl shall also not apply to
taxable commodities transactions entered into by any person on a recognized
association located in unit of IFSC where the consideration for such transaction is paid
or payable in foreign currency, and thus this transaction was exempted from CTT w.e.f
June 1% 2016.

About Taxsutra

Launched in 2011, B2B portal - Taxsutra.com is a trusted online resource for corporate tax
directors, policymakers and practioners. Taxsutra’s instant news alerts & incisive analysis on
both domestic and international tax, coupled with unique features like tax ring, Taxsutra Insight,

Litigation Tracker, Taxsutra TV and blogs make it a “must-have” for every tax professional.

Given the increasing focus of tax administrations on Transfer Pricing, www.tp.taxsutra.com was
launched in October 2011, as India’s first exclusive exclusive portal on TP. Apart from a

comprehensive database of Indian TP cases, the portal offers several new editorial features
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including Case Tracker, International Rulings, APA Space, TP Talk, Expert Corner, TP
Personalities and ‘Around the World.” Taxsutra’s thought leadership and continuous
engagement with tax professionals has been on display through several unique
initiatives/microsites/special coverage on burning tax issues, controversies and important
developments, be it APA, the $2bn Vodafone tax case, BEPS, our roadblocked coverage of

Union Budget and even some light tax banter with our microsite on Soccer World Cup & tax!

Taxsutra has also championed various niche events and workshops. In 2013, Taxsutra also
launched the portal on Central Indirect Taxes — www.idt.taxsutra.com. In 2015, we bring the
Taxsutra edge to Corporate Law Professionals. A portal on Corporate Law including SEBI,

Company Law, IPR, Competition and much more — www.lawstreetindia.com.

The editorial team of Taxsutra comprises of experienced professionals with media and

consulting background.
We offer four quality tax portals:

1. www.taxsutra.com for real time tax news & analysis on Direct Taxes

2. www.tp.taxsutra.com for access to cases, hews and analysis to Transfer pricing laws in

India and important news and judgments from across the world with a special topical
search.

www.idt.taxsutra.com for important developments in Central Indirect Taxes.

And a brand new portal focused on Corporate and Securities laws, IPR and Competition

Laws — www.lawstreetindia.com

5. www.orange.taxsutra.com - Orange' by LexisNexis India and Taxsutra is an innovative

and powerful online reference tool containing prestigious Chaturvedi & Pithisaria’s

Income Tax Law commentary and Historical Database of income tax judgments.
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