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Tax & Regulatory Updates — Key Developments of March 2024

DIRECT TAXATION

1. CBDT notifies amendments in Form 3CD, Form 3CEB & Form 65:- CBDT
Notification no. 27/ 2024 /F. No. 370142/3/2024-TPL dated 05.03.2024

The CBDT vide notification no. 27/2024 dated 05.03.2024 notifies amendments to Forms
3CD, 3CEB and 65. These changes came into force w.e.f. 05.03.2024 and shall apply to all
tax audit reports signed on or after 05.03.2024, irrespective of the assessment year (AY) to
which the tax audit report relates. The brief analysis of the changes made
are quickly mentioned below for a ready reference:

A. In Form 3CD (Statement of particulars required to be furnished under
section 44AB of the Income-tax Act, 1961):
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1. In PART A: In clause 8a, for the figures and letters “115BAD”, the figures and
letters “115BAD/115BAE” is substituted:

Analysis:

a). Pre-amended Clause 8a requires the tax auditor to state "Whether the assessee has opted
for taxation under section 115BA/115BAA/115BAB/115BAC/115BAD". The Finance Act 2023
introduced an alternative tax scheme for manufacturing co-operative societies under Section
115BAE. Clause 8a adds the reference to Section 115BAE and requires the tax auditor to
report "Whether the assessee has opted for taxation under section 115BA/ 115BAA / 115BAB
/ 115BAC /115BAD/115BAE".

b). Clause 8a does not require the tax auditor to state whether the resident manufacturing
co-operative society is eligible for the taxation regime under Section 115BAE, which the
assessee co-operative society has opted for. The tax auditor is required to verify and report
whether the assessee has exercised the option by e-filing Form 10-IFA in accordance with
Rule 21AHA, meaning thereby the Obligation of the tax auditor is limited to reporting
whether the assessee opted for the tax regime.

c). As the audit report may be furnished before the due date to furnish the Form 10-IFA, it
may happen that the assessee has not e-filed Form 10-IFA as of the date of signing tax audit
report though he intends to avail section 115BAE. If the assessee has not opted for Section
115BAE for AY 2024-25 as of the date of signing the tax audit report but intends to do so, the
tax auditor shall obtain a MRL to that effect. The tax auditor shall indicate in Clause (3) of
Form 3CA that he has relied on the MRL of the assessee's intent to avail Section 115BAE in
reporting on Clause 8a, though the assessee has not e-filed Form 10-IFA as of the date of
signing this report.

2. In PART B:

A. in clause 12, for the figures and letters “44AD”, the figures and letters “44AD,
44ADA” is substituted:

Analysis:

a). Pre-amended Clause 12 of Form 3CD requires the tax auditor to report "Whether the
profit and loss account includes any profits and gains assessable on a presumptive basis, if
yes, indicate the amount and the relevant sections (44AD, 44AE, 44AF, 44B, 44BB, 44BBA,
44BBB, Chapter XII-G, First Schedule or any other relevant section)". Amended Clause 12
requires the tax auditor to report "Whether the profit and loss account includes any profits
and gains assessable on a presumptive basis, if yes, indicate the amount and the relevant
sections (44AD, 44ADA, 44AE, 44AF, 44B, 44BB, 44BBA, 44BBB, Chapter XII-G, First
Schedule or any other relevant section)".

b). There is no mention of Section 44ADA in pre-amended Clause 12. Section 44ADA
contains special provisions for computing the profits and gains of the profession on a
presumptive basis. Though there was no specific mention of section 44ADA, however, still it
refers to "any other relevant section" under which profits are computed on a presumptive
previously also (which included 44ADA). Thus, the amendment to Clause 12 practically does
not appear to make any change to the auditor's reporting obligation under Clause 12.

B. in clause 18, for sub-clause (ca), the following sub-clauses is substituted,
namely:-
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“(ca) Adjustment made to the written down value—

(i) under the proviso to sub-section (3) of section 115BAA (for assessment year
2020-21 only);

(ii) under the first proviso to sub-section (3) of section 115BAC or the proviso to
sub-section (3) of 115BAD (for assessment year 2021-22 only);

(iii) under the second proviso to sub-section (3) of section 115BAC (for
assessment year 2024-25 only).”

Analysis:

This amendment is consequential to the amendment of Section 115BAC by the Finance Act,
2023, with effect from the assessment year 2024-25. As the pre-amended sub-clause (ca) of
Clause 18 requires reporting of: "Adjustment made to the written down value under Section
115BAC/115BAD (for the assessment year 2021-22 only)." Vide Finance Act, 2023, a new
proviso is inserted under 115BAC(3), which states that:

"Provided further that in a case where,

(i) the assessee has not exercised the option under sub-section (5) for any previous year
relevant to the assessment year beginning on or before the 1st day of April, 2023;

(ii) the income-tax on the total income of the assessee is computed under sub-section (1A);
and

(iii) there is a depreciation allowance in respect of a block of assets which has not been
given full effect prior to the assessment year beginning on the 1st day of April, 2024,
corresponding adjustment shall be made to the written down value of such block of assets
as on the 1st day of April, 2023 in the manner as may be prescribed."”

C. in clause 19, in the table,—
(i) after the row with entry “35(2AB)”, the row with entry “35ABA” is inserted:

Analysis:

The pre-amended Clause 19 in Notified Form 3CD contains no reference to Section 35ABA,
while the e-filing utility contains a reference to Section 35ABA. So, this amendment has been
done to make a sync between the clause and utility.

(ii) after the row with entry “35E”, the row with entry “any other relevant
section” is inserted:

Analysis:

The words "any other relevant section" appears to cast a very wide duty on the tax auditor to
examine the deductibility of almost every item debited to profit and loss account and every
item otherwise claimed as a deduction by assessee. It appears the tax auditor will also have
to comment on the admissibility of deductions under Sections 30, 31, 36, 37, 43A and 43B.
Amendment of Clause 19 of Form No. 3CD has increased the responsibilities of the tax
auditor manifold by requiring certification of deductibility in respect of all deductions
claimed in the computation of business income, whether by way of debit to P&L account or
otherwise. Tax auditors may also give suitable cross-references in their notes to amounts
reported in other clauses so that multiple allowances,/ disallowances for the same item are
avoided.
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D. in clause 21, —

(I) in sub-clause (a), in the table, under the column relating to ‘Nature’,—

(i) for the words “Expenditure by way of penalty or fine for violation of any law
for the time being force”, the words and brackets “Expenditure for any purpose
which is an offence or is prohibited by law or expenditure by way of penalty or
fine for violation of any law (enacted in India or outside India)” is substituted -
"Substituted Entry no. 6"

Analysis:

Pre-amended entries 6 and 8 have been merged into new substituted entry 6, which requires
reporting of expenditure for any purpose which is an offence or is prohibited by law or
expenditure by way of penalty or fine for violation of any law (enacted in India or outside
India). Such expenditure debited to P&L requires reporting irrespective of whether it is for
violation of Indian law or foreign law.

(ii) after the row with the words “Expenditure by way of any other penalty or
fine not covered above”, the row with the words “Expenditure incurred to
compound an offence under any law for the time being in force, in India or
outside India” is inserted; - "New Entry no. 8"

Analysis:

New entry 8 requires reporting of expenditure incurred to compound an offence under any
law for the time being in force, in India or outside India. This expenditure is required to be
reported if it is debited to the profit and loss account. Reporting is required regardless of
whether the amount paid for compounding is under Indian or foreign law.

(iii) for the words “Expenditure incurred for any purpose which is an offence or
which is prohibited by law”, the words “Expenditure incurred to provide any
benefit or perquisite, in whatever form, to a person, whether or not carrying on
a business or exercising a profession, and acceptance of such benefit or
perquisite by such person is in violation of any law or rule or regulation or
guideline, as the case may be, for the time being in force, governing the conduct
of such person” is substituted; - "New Entry no. 9"

Analysis:

The new entry 9 requires reporting of expenditure incurred to provide any benefit or
perquisite to a person, whether or not carrying on a business or exercising a profession, and
acceptance of such benefit or perquisite by such person is in violation of any law or rule or
regulation or guideline, as the case may be, for the time being in force, governing the conduct
of such person. Unlike new 6th and 8th entries, there is no reference in Entry 9 to law, rule,
regulation or guideline outside India.

It may be noted that the amended Clause 21(a) increases the number of items from 8 to 9.
Further, "Amount of interest inadmissible under Section 23 of the Micro, Small and
Medium Enterprises Development Act, 2006" ought not require reporting under the new
6th entry of Clause 21(a) and will continue to be reported in Clause 22 of Form No. 3CD.

(ID in sub-clause (b), in paragraph (ii), in sub-paragraph (B), in item (IV), for
the word “payer”, the word “payee” is substituted:
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Analysis:

This change is related to modification in a clerical error wherein under item no. (IV) as
mentioned above, there is a mention of "name and address of the payer" in respect of
"Details of payment on which tax has been deducted but has not been paid on or before the
due date specified in sub-section (1) of section 139".

E. in clause 26, for the brackets, letters and word “(f) or (g)”, the brackets,
letters and word “(f), (g) or (h)” is substituted;

Analysis:

This amendment is consequential to new clause (h) inserted by Finance Act, 2023, under
Section 43B, with effect from the assessment year 2024-25, to disallow on accrual basis sums
payable to micro or small enterprises if these are not paid within the time allowed under
Section 15 of MSMED Act, 2006. Though the reference to Clause (h) of Section 43B has been
inserted in Clause 26, however, sub-clause (B) of Clause 26 has not been amended to require
reporting of amounts not paid within the due date under Section 15 of the MSMED Act,
technically, not covering the deadline pursuant to insertion specifically for sub clause (h), as
the deadline of depositing amounts on or before the ITR due date to claim deduction on an
accrual basis applies to amounts covered by clauses (a) to (g) of Section 43B and not to
amounts covered by clause (h) of Section 43B. CBDT might come up with more clarifications
on this.

F. in clause 32, in sub-clause (a),

(I) in the table, in column (5), for the figures and letters “115BAD”, the figures
and letters “115BAD/115BAE” is substituted;

(ID in the table, in column (6), for the figures and letters, “115BAD"”, the
figures and letters “115BAD/115BAE"” is substituted;

(IIT1) below the table, for the words and figures “To be filled in for assessment
year 2021-22 only.”, the words and figures “To be filled in only for assessment
year 2021-22 and 2024- 25, as applicable.”, is substituted.

Analysis:

These are consequential to the insertion by the Finance Act,2023 of Section 115BAE dealing
with Taxation on certain new manufacturing co-operative societies of the Income-Tax Act
with effect from the assessment year 2024-25.

B. In Form 3CEB (Report from an accountant to be furnished under section 92E
relating to international transaction(s) and specified domestic transaction(s)):

In Part C (Specified domestic transaction), serial number 25 is re-numbered as serial
number 26 thereof and before serial number 26 as so renumbered, the following reporting is
inserted, namely:-

25 Particulars in respect of specified domestic
transaction in the nature of any business
transacted between the persons referred to in
sub-section (4) of section 115BAE:

Has the assessee entered into any specified
domestic transaction with any person referred
to in sub-section (4) of section 115BAE which has
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resulted in more than ordinary profits expected | Yes/No
to arise in such business?

If ‘yes’, provide the following details :

(a) Name of the person with whom the specified
domestic transaction has been

entered into.

(b) Description of the transaction including
quantitative details, if any.

(c) Total amount received or receivable or paid
or payable in the transaction—

(1) as per books of account;

(i1) as computed by the assessee having regard
to the arm's length price.

(d) Method used for determining the arm's
length price [See sub-section (1) of

section 92C].

C. In Form 65 (Application for exercising/ renewing option for the

tonnage taxation scheme under sub section (1) of section 115VP pr sub-

section (1) of section 115VR of the Income tax Act):

(i) under the heading “Verification”, after clause (4), the following clause is inserted,
requiring certification that the applicant-company is a unit of an IFSC and has filed
the application within 3 from the date on which the deduction under section 80LA of
the Act is no longer applicable:

“(5) I certify that the applicant company is a unit of an International Financial
Services Centre and has filed the application within three months from the date on
which the deduction under section 80LA of the Income- tax Act, 1961 is no longer
applicable.”;

(ii) in the Annexure, in PART A, for clause 6, the following clauses is substituted,
requiring the applicant to specify the date on which such deduction was no longer
applicable if the company availed deduction under section 80LA and date of
qualifying company status.

“6. Date on which the company became a qualifying company (to be given only in
case of a company which becomes a qualifying company after the initial period]
(enclose evidence in support of the claim)

6A. (a) Has the applicant company availed of deduction under section 80LA of the
Income- tax Act, 1961? (b) If so, please specify the date on which such deduction is
no longer applicable?”.

CBDT apprises of ‘mismatch communication’ exercise for AY 2021-22 under e-
Verification Scheme:- CBDT Press Release dated 04 March 2024

The CBDT has issued a Press Release on 04.03.2024 to apprise that under e-Verification
Scheme, 2021, the Income Tax Department is in the process of sending communication to
the taxpayers for the mismatch in information pertaining to AY 2021-22. As per the Press
Release, the Department is sending this information to the taxpayers on their registered e-
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mails, urging them to view their Annual Information Statement (AIS) through the e-filing
portal and file ITR-U wherever found necessary by the taxpayer. The Press Release also
states that the eligible non-filers can also submit ITR-U under Section 139(8A) and that the
last date for filing of ITR-U for AY 2021-22 is Mar 31, 2024.

This exercise is being conducted by CBDT because in some ITRs for AY 2021-22, a
‘mismatch’ has been identified, between the information filed in the ITR vis-a-vis
information of Specified Financial Transactions (SFT) available with the Department. It is
noteworthy that in cases where ITRs for AY 2021-22 have not been filed and the Department
is in possession of information of specified high value financial transactions, the same also
needs to be examined. This exercise is meant to increase transparency and promote
voluntary tax compliances by assessees.

CBDT waives late fee & interest on delayed Form 26QE filing for Jul'22-Feb'23
upto May'23:- CBDT vide Circular no 04/2024 dated 07 March 2024

Any transfer of virtual digital assets (VDA) to a resident individual triggers a tax deducted at
source (TDS) obligation starting from July 2022. The TDS amount, deducted by the
purchaser of VDA, needs to be reported using Form 26QE, which serves as both a TDS
challan and a statement form. Failure to file this form within the prescribed timeline results
in penalties. However, due to the delayed availability of the form, taxpayers were unable to
meet the filing deadline. Nevertheless, penalties were imposed on these VDA purchasers for
their failure to file Form 26QE. In response to this issue, the Central Board of Direct Taxes
(CBDT) issued a circular dated March 7, 2024, instructing to waive off the penalties imposed
for non-filing of Form 26QE during a specified period.

The CBDT specified in its circular that the penalty waiver applies only to taxpayers who
failed to file Form 26QE within a specific period, subject to certain conditions. These
taxpayers must have filed Form 26QE by May 30, 2023, and the applicable period for TDS
deduction is from July 1, 2022, to February 28, 2023. The CBDT circular states, "It has been
observed that certain specified persons who deducted tax under section 194S during the
period from 01.07.2022 to 31.01.2023 could not file Form 26QE and pay corresponding TDS
by the due date due to unavailability of Form 26QE. Additionally, specified persons who
deducted tax under section 194S during the period from 01.02.2023 to 28.02.2023 had
insufficient time to file Form 26QE and pay corresponding TDS thereon. Hence, the fee
levied under section 234E and/or interest charged under section 201(1A)(ii) for the period
up to 30.05.2023 shall be waived." Further, the CBDT clarified that two types of penalties are
being waived off for eligible taxpayers:

e Section 234E: A penalty of Rs 200 per day, up to a maximum of the amount due under
TDS, is imposed under section 234E.

e Section 201(1A)(ii): Penal interest of 1.5% per month is levied when TDS was deducted
but not deposited with the government.

Moreover, it has also been clarified that this is one time exception given the circumstances
referred to above.
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4. CBDT clarifies trusts' exemption eligibility on inter-trust donations:- CBDT vide
Circular No. 3/2024, dated 06 March 2024

CBDT has provided clarification on the computation method for exemptions concerning
donations made by eligible Trusts or institutions to another eligible Trust or institution,
taking into account the amendment introduced by the Finance Act of 2023.

1.

Income of any fund or Institutions or Trusts or universities or educational institutions or
hospitals or medical institutions referred in section 10(23C) of the Income-tax Act, 1961
(ITA) [referred to as the 'first regime'], or Trusts or institutions registered under section
12AA or 12AB of the ITA [referred to as the 'second regime'], is exempt from taxation,
provided certain conditions are met. These conditions, inter alia, include:

(a) Utilization of at least 85% of the Trust or institution's income for charitable or
religious purposes during the year.

(b) Trusts or institutions are permitted to meet the mandatory 85% utilization
requirement either through direct application or by donating to other Trusts with
similar objectives.

(c) Donations made to other Trusts or institutions should not be towards their corpus.

To ensure that donations are utilized for charitable or religious purposes as intended,
the Finance Act of 2023 (FA 2023) introduced amendments stating that eligible
donations made by a Trust or institution would be considered as fulfilling the
requirement for charitable or religious purposes only to the extent of 85% of such
donations. Accordingly, the FA 2023 made the amendments and inserted

e clause (iii) in Explanation 2 to the third proviso of section 10(23C) of the ITA: "any
amount credited or paid out of the income of any fund or trust or institution or
any university or other educational institution or any hospital or other medical
institution referred to in sub-clause (iv) or sub-clause (v) or sub-clause (vi) or
subclause (via), other than the amount referred to in the twelfth proviso, to any
other fund or trust or institution or any university or other educational institution
or any hospital or other medical institution referred to in sub-clause (iv) or sub-
clause (v) or sub-clause (vi) or sub-clause (via), or trust or institution registered
under section 12AB, as the case may be, shall be treated as application for
charitable or religious purposes only to the extent of eighty-five per cent of such
amount credited or paid"

e clause (iii) in Explanation 4 to section 11(1) of the ITA: “any amount credited or
paid, other than the amount referred to in Explanation 2, to any fund or trust or
institution or any university or other educational institution or any hospital or
other medical institution referred to in sub-clause (iv) or sub-clause (v) or sub-
clause (vi) or sub-clause (via) of clause (23C) of section 10, as the case may be, or
other trust or institution registered under section 12AB, as the case may be, shall
be treated as application for charitable or religious purposes only to the extent of
eighty-five per cent of such amount credited or paid”
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Circular No. 3/2024

1. The CBDT has now issued a circular, clarifying whether the remaining 15% of donations
made to another Trust or institution would be taxable or eligible for 15% accumulation
(given that the fund would not be available having been already disbursed)

2. The Circular reiterates that eligible donations made by a Trust or institution to another
Trust or institution under either of two regime shall be considered as fulfilling the
requirement for charitable or religious purposes only up to 85% of such donations.
Therefore, when a Trust or institution donates INR 100 to another Trust or institution, it
will be deemed to have applied 85% (INR 85) for charitable or religious activities.

3. Further, the Circular clarifies that the remaining 15% (INR 15) of such donations by the
donor Trust or institution shall not be required to be invested in specified modes under
section 11(5) of the ITA (which pertains to the investment or deposit of accumulated/set-
apart income in specific forms or modes), as the entire amount of INR 100 has been
donated to the other Trust or institution and is therefore eligible for exemption under
either regime.

4. The following illustration explaining the above mechanism has also been provided:
Trust 1, Trust 2, and Trust 3 are Trusts or institutions under any of the two regimes.
Further, Trust 1 is making eligible donation to Trust 2 and Trust 2 is further making
eligible donation to Trust 3.

SIl. | Particulars ‘ Trustl Trust2 Trust3
No. ‘

I Income (A) 300 100 100

2. | Income which is required to be applied | 255 85 85

(B=285%of A)
3. | Application of income

4. Donation to other trusts under the first 100 100 Nil
or second regime (C)
5. | Amount to be considered as application 85 85

of income against the donations at row

no. 3 [as per clause (iii) of the

' Explanation 2 to third proviso to clause
(23C) of section 10 or clause (iii) of the

Explanation 4 to sub-section (1) of

section 11 of the Act]. (D = 85% of C)

6. Balance income for application (E = A 200 Nil 100
-

7. Application other than SI. No. 4 (F = 170 Nil 85
85% of E)

8. Remaining income which may be 30 Nil 15

accumulated without Form No. 10/ 9A

(G = 15% of E)

9. | Funds required to be invested in 30 Nil 15
| section 11(5) modes (H = G)

10. l Exemption of income (I=C + F + G) 300 100 100
|

9|Page



@

SIRE

CREATING IMPACT TOGETHER

5.

CBDT issues guidelines for priority disposal of appeals:- CBDT
F.No.279/Misc./M-102/2021-ITJ dated 07 March 2024

The CBDT with the approval of Chairman, vide office letter dated 07 March 2024 has issued
guidelines for priority/out of turn disposal of appeals by CIT(A), CIT(AU), and Addl. Jt.
CIT(A). As per the letter, the requests for priority disposal of appeals, covering genuine and
exceptional circumstances, raised at the instance of the appellant or referred to by the
Assessing Officer/Range Head, may be considered by the PCCIT, CCIT or DGIT on the basis
of recommendations of jurisdictional PCIT, PCIT (Central) or CIT(IT) in the following
situations —

1. Cases having demand above Rs. 1 Cr, or

2. Cases where a VIP/PMO reference is received for expeditious disposal, or

3. Cases where directions to this effect have been issued by the Courts, or

4. Cases where request is made by senior citizens and/or super senior citizens, or
5. Any other case of genuine hardship.

In respect of appeals within the jurisdiction of faceless CIT(AU), such requests shall be
referred to PCCIT(NFAC) for onward communication to respective CIT(AU).

. CBDT notifies ITR-7 for AY 2024-25-CBDT:- Notification No. 24/2024 dated 1

March 2024

The CBDT vide notification no. 24/2024 dated 1st March 2024 have been amended Income-
tax Rules, and taxpayers falling under the specified categories will need to use the updated
Form ITR-7 for the Assessment Year 2024-25. Following are the Categories of taxpayers who
need to use Form ITR-7 for filing their income tax return:

e Companies (those claiming exemption under section 11)
e Charitable or religious trusts

e Political parties

e News agencies

e Universities, colleges, and other educational institutions
e Scientific research associations

e Hospitals

e Trade unions or associations

e Any other person whose income is exempt under sections 10(23A) or 10(23B) or
10(23BB) or 10(23C)

Further, the new ITR-7 form will be applicable for the Assessment Year (AY) 2024-25. It
comes into force from April 1st 2024.
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7.

Govt. notifies 'No TDS' receipts for IFSC units availing Sec.80LA deduction:-
[Notification No. 28/2024/F.No. 275/21/2023-1T(B)

In exercise of the powers conferred by sub-section (1F) of section 197A read with subsection
(1A) and sub-section (2) of section 80LA of the Income-tax Act, 1961, the Government of
India has issued a notification saying that certain payments made to units within
International Financial Services Centers (IFSCs) won't have tax deducted at source (TDS)
under the Income Tax Act, 1961. There are various types of units within IFSCs benefit from
this exemption, including banks, insurance offices, finance companies, fund management
entities, broker dealers, investment advisors, and more.

There are payments like interest income, professional fees, commission income, dividend
income, referral fees, and more to IFSC units are exempt from TDS. However, to get this
benefit, the IFSC unit needs to provide a form (Form No. 1) to the payer, stating eligibility
and opting for the exemption for ten years. The IFSC unit must also be registered under
relevant IFSC Authority regulations. The payer should not deduct tax when they receive
Form No. 1 and should include details of TDS-exempt payments in their tax statement. IFSC
units need to submit Form No. 1 to claim the exemption. It includes details like the unit's
name, PAN, permission date, and a declaration of eligibility and chosen exemption period.
This notification starts from April 1, 2024.

CBDT allows trusts & institutions to file AY 2023-24 audit report by Mar 31,
over Form 10B/10BB:- Circular No. 2/2024, dated 5 March 2024

CBDT has permitted certain trusts and institutions to furnish their audit report in the
applicable Form No. 10B/10BB for the Assessment Year (AY) 2023-24 by March 31, 20241.
This decision was taken in response to a number of cases where trusts or institutions had
furnished audit reports in Form No. 10B, where Form No. 10BB was required, and vice versa.
The Income-tax Rules, 1962, specifically Rule 16CC and 17B, specify the format of an audit
report for a trust or institution. It stated that the report of audit of the accounts of a trust or
institution registered under section 12A shall be prepared in Form No. 10B, and that trusts
or institutions approved under section 10(23C) were obliged to produce the report of audit of
the accounts in Form 10BB.

The above mentioned rules were changed, and they will take effect from Assessment Year
2023—2024. According to the revised regulations, the audit report for a trust or organisation
must be submitted in Form No. 10B if any of the following apply:

i)  The total income of trust or institution exceeds rupees five crores during the previous
year;

iil)  Such trust or institution has received any foreign contribution during the previous
year;

iii)  Such trust or institution applied any part of its income outside India during the
previous year.

In other cases, the report is required to be furnished in Form No. 10BB.
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9.

10.

CBDT amends rules in Form 3CEB w.r.t SDTs in recent notification:- CBDT
Notification no. 27/2024 dated 5th March 2024

CBDT vide its latest notification has introduced significant amendments to various tax
forms, including Form 3CD, Form No. 3CEB, and Form 65. These changes are aimed at
enhancing transparency and compliance with tax regulations. The key modifications are
outlined as follows:

a) Enhanced Disclosure of Expenses for Violation of Law: Clause 21 of Form 3CD now
mandates the reporting of expenditures associated with any activity deemed an offense
or prohibited by law, including penalties or fines incurred for violating enacted laws,
both domestically and internationally.

b) Expanded Disclosure of Expenditure for Compounding Offenses: Clause 21 has been
amended to include expenditures related to compounding offenses under prevailing
laws, whether within India or abroad, under the category of "Expenditure incurred to
compound an offence under any law for the time being in force, in India or outside
India".

¢) Amendment in Clause 26 for Delayed Payments to Micro and Small Enterprises (MSEs):
A new provision (clause h) under section 43B has been introduced to capture details of
delayed payments to Micro and Small Enterprises (MSEs). This amendment aims to
address concerns regarding delayed payments and supports the government's initiatives
to promote timely payments to MSEs.

d) Inclusion of Specified Domestic Transaction Disclosure under section 115BAE(4): Form
3CEB now requires detailed particulars concerning specified domestic transactions.
Specifically, it seeks information on transactions resulting in profits exceeding ordinary
expectations, as per sub-section (4) of section 115BAE. This amendment strengthens the
reporting requirements for domestic transactions, ensuring greater transparency and
compliance.

e) Amendments related to International Financial Services Centre (IFSC) and Section
80LA Deductions: Form 65 has been updated to include a new verification field,
necessitating certification that the applicant-company operates within an International
Financial Services Centre. Additionally, the form now necessitates disclosure of the date
when the deduction under section 80LA ceased to be applicable, along with the date of
the company's qualifying status under this provision. These amendments support the
government's initiatives to promote IFSCs and ensure accurate reporting of deductions
claimed under section 80LA.

These amendments signify the CBDT's commitment to ensuring comprehensive reporting
and adherence to tax regulations, facilitating a more transparent and compliant tax
ecosystem.

CBDT allows Successor Companies 'ITR e-filing' for June 2016 - April 2022
period business reorganisations, upto June 30:- CBDT order u/s 119 of Income
Tax Act dated 13.03.2024

The CBDT, vide its Order dated 13 March, 2024, addresses difficulties faced by the entities in
e-filing modified ROI pursuant to business reorganisations i.e. scheme of amalgamation/
merger/ demerger sanctioned by Court or NCLT by an order after 01 June, 2016 but prior to
01 April, 2022. To mitigate their genuine hardship, the CBDT has allowed the successor
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companies to furnish the return with modified particulars (return) for the relevant
assessment year (s) in accordance with and limited to the said order by using functionality
on e-filing portal "u/s 119(2)(b) - after condonation of delay /Court Order or Sanction Order
of Business reorganisation of the Competent authority issued prior to 01.04.2022". Such
cases shall require verification as to whether the return is resulting from and limited to the
order sanctioning business reorganisation and in this regard, the taxpayer shall first
communicate to the Jurisdictional Assessing Officer (JAO) as per the proforma (annexed
with the CBDT Order) requesting for enablement of e-filing of ITR for relevant AY on the e-
filing portal. CBDT has prescribes following timeline in this regard:

(i)  First - Communication by the taxpayer to the JAO as per the proforma, for enablement
of e-filing ITR (A) - by Apr 30, 2024,

(ii) Second - Completion of verification by the JAO as to whether the return is resulting
from and limited to the order of the competent authority & enablement through ITBA,
information about which will be of the receipt received by taxpayer on its e-filing portal
- Preferably within 30 days of the receipt of (A), and

(iii) Third - e-filing of ITR for relevant AY on the e-filing portal - upto Jun 30, 2024;

CBDT clarifies that no further application under Section 119 is required to be filed before the
CBDT by the successor companies in cases where business reorganisation is sanctioned after
01 June, 2016 but prior to 01 April, 2022. CBDT issued this order pursuant to SC judgment
in Dalmia Power (in Civil Appeal N0s.9496-99 of 2019 (arising out of SLP (C) Nos.19678-
19681 of 2019)), wherein it was held that the ITR filed by the successor companies, after
taking into account the business reorganisations sanctioned by the NCLT shall be received by
the Department. CBDT also notes that Section 170A (effective from Apr 1, 2022) does not
allow ROI filing for business reorganisations sanctioned prior to 01 April, 2022, thus, issues
this order to mitigate genuine hardship being caused to the taxpayers.

Income tax deptt. webportal shows inflated income to some taxpayers, wherein
Rs 450 shown as Rs 45000:- News report

Taxpayers have brought attention to a significant issue with the Income Tax Department’s
‘Compliance Portal’ in India, where taxpayers are experiencing inflated income figures. The
portal, designed to provide taxpayers with financial transaction information, is showing
errors in transaction values and advance tax liability due to inconsistencies in the securities
market data (SFT-17) provided by a reporting entity. The department has acknowledged the
issue and advised taxpayers to await updates on the Annual Information Statement (AIS)
after the entity submits revised data.

Taxpayers have reported discrepancies, such as a sale consideration of Rs 4 lakh being
inflated to Rs 17 crore. Chartered accountants suggest that the inflated figures could be due
to a technical glitch or an error in reporting by depositories or stock exchanges. They
recommend using the feedback option on the Compliance Portal to report errors.
Meanwhile, the Income Tax Department has urged taxpayers to wait for the revised AIS
before taking any action. This situation has caused concern among taxpayers, as it could lead
to incorrect advance tax calculations and potential legal issues if not addressed promptly.
The department’s response and the subsequent correction of these errors will be crucial in
maintaining the trust and compliance of taxpayers.
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12.Indian Supreme Court (SC) dismisses Assessee's review petition against

judgment upholding revision for 'tax loss':- SC in case of M/s Paville Projects
Put. Ltd. vs. CIT, Review Petition (Civil) Diary No. 34899/2023 in Civil Appeal
no. 6126 of 2021 dated 14.03.2024

The SC has dismissed the Assessee's review petition against the judgment allowing Revenue's
appeal where SC set aside Bombay HC judgment and restored the revisionary order. While
dismissing the review petition, SC observes, "We have carefully gone through the review
petition and the connected papers. We do not find any error, much less apparent, in the
order impugned, warranting its reconsideration.". In the impugned judgment, the Apex court
upheld the revisionary order by opining that the assessment order was not only erroneous
but prejudicial to the interest of the Revenue because it resulted into loss of the Revenue in
the form of tax. The transaction involved sale of an immovable property 'Paville House' for a
consideration of Rs.33 Cr, where long term capital gains of Rs.1.21 Cr. were offered to tax
after claiming deduction of an arbitral award (termed as 'family settlement') of Rs.31.05 Cr.
paid by the Assessee to three shareholders who were family members. The factual timeline
along with decision of various authorities till SC in the instant case are quickly reproduced
below for a ready reference:

Facts of Paville Projects and Decision of the Apex court:

e The respondent Assessee was engaged in manufacture and export of garments, shoes
ete. and filed its income tax return for AY 2007-08 wherein it showed sale of the
property / building “Paville House” for an amount of Rs. 33 Crores. It appears that there
had been litigation between shareholders of the Company being family members and in
the arbitration proceedings, an interim order was passed where three shareholders
received Rs 10.35 Cr each. The Assessee sold such “Paville House” for discharge of the
said encumbrances and claimed such encumbrance as “Cost of improvement”.

e Subsequently, AO completed assessment under section 143(3) and accepted the LTCG as
per the computation of income filed by the company and issued order accordingly.
Thereafter CIT issued notice under section 263 that the assessment order passed under
section 143(3) was erroneous and prejudicial to the interest of the Revenue on the issue
relating to deduction of Rs 31.05 Cr claimed by the assessee as cost of improvement
while computing LTCG. The Commissioner also held that provisions of sections 50A and
55(1)(b) of the IT Act have not been complied with.

e The Assessee approached the ITAT against the order passed by the CIT under section
263 wherein the ITAT allowed the Assessee’s claim upon relying on the decision of the
Bombay High Court in CIT Vs. Smt. Shakuntala Kantilal [(1991) 190 ITR 56 (Bombay)].

e Later on, the Department filed appeal to the High Court against ITAT order wherein
High Court also agreed with the ITAT findings that the claim for deduction of Rs.31.05
Crores was for ending the litigation and the litigation ended only when the building was
sold and the payment was made as per the direction of the Company Law Board as well
as the interim arbitral award and therefore, the same was deductible under Section
55(1)(b), as allowed by the AO.

e The Department as aggrieved and dissatisfied with the order passed by the HC filed an
appeal with the SC wherein SC quashed and set aside the order passed by the HC and
the order passed by the CIT in exercise of powers under Section 263 was hereby
restored.
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e In the impugned judgment SC upheld the revisionary order by opining that the
assessment order was not only erroneous but prejudicial to the interest of the Revenue
because it resulted into loss of the Revenue in the form of tax.

13. Indian Government invokes MFN Clause, notifies lower Royalty & FTS tax-rate

in India-Spain DTAA:- CBDT Notification no. 33/ 2024 dated 19th March 2024

The CBDT, vide Notification No. 33/2024 dated 19 March, 2024, notifies amendment in
Article 13 of India-Spain DTAA that deals with Royalty and FTS, w.e.f. AY 2024-25. The
notification substitutes Article 13(2) to read as follows: "However, such royalties and fees for
technical services may also be taxed in the Contracting State in which they arise and
according to the law of that State, but if the recipient is the beneficial owner of the royalties
or fees for technical services, the tax so charged shall not exceed ten per cent of the gross
amount of royalties or fees for technical services". Therefore, the substituted Article 13(2)
provides that the source country may tax royalties and technical service fees, but the tax
charged shall not exceed 10% of the gross amount if the recipient is the beneficial owner of
the royalties or fees for technical services. The Finance Ministry notifies this amendment in
the light of India-Germany DTAA read with the paragraph 7 of the Protocol to India-Spain
DTAA which contains the MFN clause with respect to OECD member entering into a treaty
with India and limiting source based taxation of royalties or FTS to a rate lower than the rate
provided in India-Spain DTAA.

Currently, Article 13(2) of India-Spain DTAA read as follows:

However, such royalties and fees for technical services may also be taxed in the Contracting
State in which they arise and according to the law of that State, but if the recipient is the
beneficial owner of the royalties or fees for technical services the tax so charged shall not
exceed :

(i) in the case of royalties relating to the payments for the use of, or the right to use,
industrial, commercial or scientific equipment, 10 percent of the gross amount of the
royalties;

(i) in the case of fees for technical services and other royalties, 20 percent of the gross
amount of fees for technical services or royalties.

This notification holds importance in view of the recent Supreme Court judgement in the
case of M/s Nestle SA & Others [Civil Appeal No(s). 1420 of 2023] wherein it was held that
MFN clause can only be invoked when the third country with which India has a DTAA is an
OECD member when entering into the DTAA. The Court also ruled that a separate
notification is required for the MFN clause to come into effect. The judgement of the
Supreme Court established an important principle for interpretation of an MFN clause by
stating that a formal notification/ratification u/s 90(1) is necessary to give effect to the
provisions of DTAA, irrespective of different languages under various DTAAs. This
notification accordingly ensures availability of the benefit of lower Tax Rate with respect to
Royalty income & FTS under the India Spain Tax Treaty while it appears that only partial
benefit has been granted in the Notification of lesser rate but not scope such as the benefit of
Make available clause etc
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14.CBDT issues Corrigendum to Tax Audit Report amendment regarding

15.

Sec.43B(h): CBDT Notification no. 34/ 2024 dated 19th March 2024

The Finance Act 2023 inserted Section 43B(h), which stipulates that any sum owed to Micro
or Small Enterprises for goods supplied or services given may be deducted in the same year if
it is paid within the deadline stipulated by the Micro, Small and Medium Enterprises
Development (MSMED) Act, 2006. This amendment aims to address the issue of working
capital scarcity in the MSME industry and promote prompt payments to micro and small
businesses. The assessment year 2024—2025 and any following years are covered with this
change, which comes into effect from April 1, 2024.

The Central Board of Direct Taxes (CBDT) vide Notification No. 34/2024 dated 19 March,
2024 has issued a corrigendum to include the disallowance under section 43B(h) in the Tax
Audit Report (TAR). The changes were notified initially through Notification No. 27/2024
/F. No. 370142/3/2024-TPL, dated 05-03-2024 which include the disclosure of section
43B(h) disallowance under clause 26 of the TAR. However, as per the Corrigendum issued
now, clause 22 of Form 3CD should read as follows: "Amount of interest inadmissible under
section 23 of the Micro, Small and Medium Enterprises Development Act, 2006 or any other
amount not allowable under clause (h) of section 43B of the Income-tax Act, 1961".

Therefore, Clause 22 has now been amended to include the disclosure of the amount
disallowed under section 43B(h). This amendment ensures that any delayed payments to
Micro and Small Enterprises that violate section 43B(h) are duly reported. Any amount
payable by the assessee to an MSME after the deadline specified in Section 15 of the MSMED
Act, 2006, is eligible for deduction, according to the recently introduced clause (h). This
deduction is allowable in the previous year when the sum is actually paid. Therefore, the
impact of this amendment ought to be that the delayed payments to the Micro and Small
Enterprises (MSEs), which are liable to be disallowed under Section 43B(h), will be covered
by Clause 26 as well as Clause 22. As, the amended Clause 22 requires the tax auditor to
report all amounts disallowable due to delayed payments to MSEs, be it the amount
disallowable under Section 43B(h) of the "principal amount' due to MSE Supplier for goods
or services or the amount inadmissible under Section 23 of MSMED Act in respect of interest
on delayed payment payable under Section 16 of MSMED Act.

CBDT Circular expands avenues for Revenues's appeal-filing but retains
monetary limits:- Circular No. 5/2024 dated 15.03.2024.

The CBDT issues Circular No. 5/2024 dated Mar 15, 2024 under section 268A of the
Income-tax Act, 1961 for administering filing of appeals by the Revenue before ITAT, High
Courts and Supreme Court. CBDT retains the monetary limits at Rs. 50 lakhs, Rs. 1 Cr and
Rs. 2 Cr for filing appeals before ITAT, HC and SC respectively. Supersedes Circular No.
3/2018 as amended by Circular 17/2019 and CBDT’s letter dated Aug 20, 2018 and expands
the scope of filing of appeals by the Revenue with regard to cases involving TDS,
International tax, information received from other government agencies, penny stock,
accommodation entries, among others. The Circular comes into effect from the date of its
issuance and shall apply only in respect of appeals to be filed henceforth.

Notwithstanding the tax effect, CBDT Circular provides that appeals shall be filed by the
Revenue in the following cases:

(i) Where any provision of the Act or the Rules or notification issued is held
constitutionally invalid,
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(ii) Where any order, notification, instruction or circular of the Board or the Government
is held to be illegal or ultra-vires the Act or otherwise constitutionally invalid,

(iii)) Where the assessment is based on information in respect of any offence committed
under any other law received from any of the law enforcement or intelligence agencies
such as CBI, ED, DRI, SFIO, NIA, NCB, DGCI, state law enforcement agencies such as
State Police, State Vigilance Bureau, State Anti-Corruption Bureau, State Excise
Department, State Sale/Commercial taxes or GST Department,

(iv) Where any trial is pending in any Court in respect of prosecution filed by the
Department or conviction order has been passed but not compounded,

(v)  Where strictures/adverse comments passed against and / or cost levied against the
Revenue, CBDT or their officers,

(vi) Where the tax effect is either not quantifiable or not involved such as cases of
registration of trusts or institutions u/s 10(23C), 12A/ 12AA/ 12AB of the Act, order
passed u/s 263 of the Act,

(vii)) Where addition relates to wundisclosed foreign income/undisclosed foreign
assets/undisclosed foreign bank account,

(viii) Cases involving organized tax evasion including cases of bogus capital gain/loss
through penny stock and accommodation entries,

(ix) Where cases mandated by Court’s direction,
(x) Writ matters,

(xi) Matters related to wealth tax, fringe benefit tax, equalization levy any matter other
than the Income Tax Act,

(xii) In respect of litigation arising on account of TDS / TCS disputes (domestic and
international) where — (a) dispute relates to nature of transaction where TDS/TCS
applicability is in question (b) appeals of international taxation charges relating to
applicability of the provisions of DTAA or otherwise,

(xiii) Any other case or class of cases as may be specified by CBDT through a circular.

Exceptions of applicability of monetary limits in respect of certain cases related to Section
158AB of the Act remain unchanged as referred to in Circular No. 8/2023. Exceptions in
such cases operates as follows:

a) When judicial finality is achieved in favour of Revenue in ‘other cases’, appeal in the
‘relevant case’ contested on merits subsequent to the decision irrespective of the
monetary limits.

b) If judicial outcome is not in favour of Revenue and is not accepted by Department,
appeal against the same may be contested on merits irrespective of the monetary limits,
to arrive at judicial finality.

The Circular further provides that the tax effect in cases involving TDS/TCS shall be
calculated by considering the cumulative effect of all orders passed for an assessment year of
a deductor and shall include interest under Section 201(1A). Unlike the Circular No. 8/2023,
there is no reference made to applicability of monetary limits to cross-objections before
ITAT. The Circular also lays down a procedure for keeping record of cases where appeal is
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16.

17.

not filed by Revenue because of low tax effect despite not accepting the ruling / judgment on
merits or appeals are filed despite low effect as they fall under exceptions.

DIT(Systems) advises AOs to initiate reassessment in certain e-Verification
cases:- DIT Systems’ e-Verification Instruction No. 2 (i) of 2024 dated 19
March 2024.

The Directorate of Income Tax (Systems) has issued clarificatory Instruction No. 2(i) dated
March 19, 2024, which addresses concerns raised by Assessing Officers (AOs) regarding
difficulties in accessing the Final Verification Report (FVR) to determine the extent of
Income Escapement amount or Value at Risk in certain cases. This instruction is in relation
to Instruction No. 2 of 2024 dated March 01, 2024, which was issued following the CBDT’s
Notification No. 137/2021 dated December 13, 2021, introducing the e-Verification Scheme,
2021 under Section 135A.

Under Instruction No. 2 of 2024 dated March 01, 2024, the Chief Income Tax (CIT) (e-
Verification) compares the Preliminary Verification Report with the latest income tax return
to prepare the Final Verification Report (FVR), determining the Value at Risk (VaR). This
VaR is used to identify High Risk Cases for potential reopening under Section 147 without
the need for a notice under Section 148A. Instead, the Assessing Officer may seek approval
from the Specified Authority for issuing a notice under the first proviso to Section 148. The
VaR in the FVR is an estimated value derived during the e-Verification Procedure established
by the Central Government under Section 135A. AOs are instructed to use their judgment
based on gathered material during assessment in these cases and proceed with invoking
Section 147 and issuing notices under Section 148 accordingly.

Instruction No. 2(i) dated March 19, 2024, clarifies that "information" within the meaning of
Explanation 1(iv) of Section 148 is provided to AOs in two cases: Non-updated ITR Cases and
Updated ITR Cases. In Non-updated ITR cases, the VaR in the FVR equals the Income
Escapement amount estimated in the Preliminary Verification Report by the Prescribed
Authorities. However, in Updated ITR cases, the VaR is calculated as the Income
Escapement amount determined in the Preliminary Verification Report, reduced by any
additional income declared by the assessee in the Updated ITR under Section 139(8A). This
additional income is the difference between Gross Total Income as per the Updated ITR and
the original ITR. Consequently, AOs are advised to apply Section 147 and issue notices under
Section 148 in these e-Verification cases accordingly.

Mauritian Co. holding TRC entitled to treaty benefits basis Azadi Bachao
decision & grandfathering clause:- ITAT order no. ITA No.2311/DEL/2023 in the
case of Norwest Venture Partners X-Mauritius vs DCIT dated 19th March 2024

The Delhi Income Tax Appellate Tribunal (ITAT) ruled that capital gains on the transfer of
shares acquired before April 1, 2017, are not taxable under Article 13(4) of the India-
Mauritius Treaty (DTAA) due to grandfathering provisions. The tribunal emphasized the
validity of the Tax Residency Certificate (TRC), affirming the Assessee's tax residency in
Mauritius, supported by Circular No.789 dated April 13, 2000, issued by the Central Board
of Direct Taxes (CBDT).

It observed the Assessee's consistent investment activity in India since July 2007 and

highlighted the issuance of a certificate by SEBI as a foreign venture capital investor in 2007.
The tribunal emphasized the genuineness of the Assessee's investment activities and cited
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relevant judgments from various High Courts to support its decision. Moreover, it dismissed
the relevance of the Limitation of Benefits (LOB) clause under Article 27A, as the Assessee
did not claim benefits under Article 13(3B). The tribunal criticized the Dispute Resolution
Panel's (DRP) handling of the issue and stressed the violation of natural justice principles.
Ultimately, the tribunal allowed the Assessee's appeal, emphasizing the unsustainable nature
of the impugned order due to the failure of the Revenue to implement the DRP's directions.

18. OECD publishes report on the design of Presumptive Tax Regimes for Small

19.

Businesses:- OECD Taxation working Papers on Presumptive tax systems.

The OECD has published a working paper on presumptive tax systems, also known as
simplified tax systems, which aim to reduce tax compliance burdens for small businesses and
lower enforcement costs for tax administrations. The paper consolidates data on
presumptive tax systems from various OECD and non-OECD countries, highlighting shared
practices and effective strategies. It provides guidance for policymakers and tax authorities
on improving presumptive tax systems within their jurisdictions. However, the paper also
identifies common challenges that may hinder these systems' ability to encourage business
formalization and enhance tax compliance over time.

CBDT notifies ITR Verification & Acknowledgment forms for AY 2024-25:-
Notification No. 37/2024 F.No. 370142/7/2024-TPL dated 27.03.2024

As per Notification No. 37/2024 dated 27th March 2024, the Central Board of Direct Taxes
(CBDT), notifies forms for verification and acknowledgment of ITRs for AY 2024-25. ITR
Verification form i.e. ITR-V provides that date of filing ITR shall be construed as under:
(i) Where ITR data is electronically transmitted and ITR-V is submitted within 30 days of
transmission of data then the date of transmitting the data electronically shall be considered
as the date of furnishing ITR and (ii) Where ITR data is electronically transmitted but ITR-V
is submitted beyond the time-limit of 30 days of transmission of data then the date of ITR-V
submission shall be treated as the date of furnishing ITR and all consequences of late filing
of ITR under the Act shall follow.

(i) FORM ITR-V, where return filed but not verified electronically-

"FORM INDIAN INCOME TAX RETURN VERIFICATION FORM Assessment Year
ITR-V 2024-25

[Where the data of the Return of Income in Form ITR-1 (SAHAJ),
ITR-2, ITR-3, ITR-4(SUGAM), ITR-5, ITR-7 filed but NOT verified
electronically]

(Please see rule 12 of the Income-tax Rules, 1962)

Name
PAN Form Number
Filed u/s e-Filing Acknowledgement Number
VERIFICATION
E son/ daughter of , solemnly declare that to the best of my knowledge and belief,
the information given in the return which has been submitted by me vide acknowledgement number

is correct and complete and is in accordance with the provisions of the Income-tax Act, 1961.
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[ further declare that I am making this return in my capacity as and I am also competent to
make this return and verify it. I am holding permanent account number

Signature .,

Date of Source IP address
submission

System Generated Barcode/QR Code

(ii) FORM ITR- Ack, where return filed and verified-

Total tax, interest and Fee payable 6
Taxes Paid 7
(+)Tax Payable /(-)Refundable (6-7) 8
% Accreted Income as per section 115TD 9
; Additional Tax payable u/s 115TD 10
§ = | Interest payable w/s 115TE 11
S =
= 2 | Additional Tax and interest payable 12
=]
§ Tax and interest paid 13
“
Z (+)Tax Payable /(-)Refundable (12-13) 14
Income Tax Return electronically transmitted on DD-MM-YYYY 00:00:00 from IP address
and verified by having PAN on
using ‘paper ITR-Verification Form /Electronic  Verification Code
generated through mode

System Generated Barcode/QR Code

*Strike off whichever is not applicable

DO NOT SEND THIS ACKNOWLEDGEMENT TO CPC, BENGALURU™.

20. CBDT notifies ‘DGIT (Systems), Delhi’ as specified authority u/s 138 for
furnishing info. to ‘UP Planning Department’:- Order No. 225/196/2023-ITA-I1
dated 27.03.2024

CBDT in exercise of powers conferred under section 138(1)(a) of Income-tax Act, 1961,
hereby directs that DGIT (Systems), Delhi shall be the specified authority for furnishing
information to Principal Secretary, Planning Department, Government of Uttar Pradesh as
notified by Notification No. 35/2024 dated 22-3-2024 for the purposes of said clause.

Mechanism of Information Sharing: The order outlines the mechanism for sharing
information between the Government of UP and the DGIT (Systems), Delhi. It involves the
Government of Uttar Pradesh furnishing the PAN (Permanent Account Number) of the
relevant citizens along with the Assessment Year(s) to DGIT (Systems), Delhi. Subsequently,
DGIT (Systems), Delhi, responds to the Government of Uttar Pradesh with flags indicating
“Yes/No/Not Available” based on the income-tax payer status based on the shared PAN and
Assessment Year(s).
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21.

Frequency and Mode of Exchange: The frequency of furnishing responses and mode of
exchange of information are subject to determination by the DGIT (Systems), Delhi in
consultation with the requesting Government. The exchange of information is facilitated
through Application Programming Interface (API).

Memorandum of Understanding (MoU): To facilitate the process, a MoU will be
established between the DGIT (Systems), Delhi, and the Notified Authority of the
Government of Uttar Pradesh. This MoU will encompass various aspects such as data
transfer modes, confidentiality maintenance, data preservation, weeding out after usage, etc.
The timeline for information furnishing shall also be decided by DGIT (Systems), Delhi in
consultation with the notified authority and included in the MoU.

ITAT asks Departmental Representatives to register on ITAT e-Filing Portal:-
ITAT vide circular dated 15 March 2024

The Income Tax Appellate Tribunal (ITAT), through its Circular dated March 15, 2024, has
mandated that Departmental Representatives (DRs) register themselves with the respective
ITAT bench. This registration requires the provision of essential details including their
name, designation, official email address, and mobile number. Furthermore, the circular
mentions that DRs will be granted separate access to the ITAT e-filing portal to facilitate the
submission of documents and petitions before the bench, in alignment with the
implementation of e-filing procedures within the ITAT. However, access to the portal
necessitates prior registration by the DRs. The ITAT registry will record the details provided
by the DRs in the e-filing portal, enabling subsequent access through the designated URL:
https://itat.gov.in/efiling/drlogin.

Additionally, the circular stipulates that access to the e-filing portal will be granted to DRs on
rotational or temporary duty. It emphasizes that the CIT-DR (Admin) is responsible for
informing the ITAT regarding the duty period, enabling the timely disabling of portal access
upon completion of the specified period. In the event of any difficulties encountered while
accessing or utilizing the ITAT e-filing portal, DRs are encouraged to reach out to the e-filing
support team via email at itcell. ho@itat.nic.in for prompt assistance.

(This space has intentionally been left blank)
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INDIRECT TAXATION

1.

Dept. can't cancel registration on ground that firm not found during physical
verification without hearing assessee:- Rane Brake Lining Ltd. wv.
Superintendent, Range-17, Central GST Division - [2024] 159 taxmann.com
596 (Delhi)

In the present case, a show cause notice was issued to assessee seeking to cancel GST
registration on ground of non-availability of assessee at registered office on date of physical
verification. Thereafter, an order was passed cancelling registration retrospectively and
application seeking revocation of cancellation was also rejected. It filed writ petition against
the order of cancellation.

The High Court noted that the grounds for cancellation were different from grounds
mentioned in show cause notice. Moreover, the assessee was never intimated as to real
ground for cancellation and order also suffered from infirmity inasmuch as Assessing Officer
seemed to have considered a reply of assessee when no such reply had been filed.

The Court also noted that assessee was never put to notice that registration was liable to be
cancelled retrospectively and registration could not be cancelled with retrospective effect
mechanically. Therefore, the Court held that both show cause notice as well as order
cancelling registration with retrospective effect and order rejecting revocation application
were to be set aside and registration was to be restored.

Govt. issued instruction regarding rectification of assessment orders u/s 161:-
Instruction F. No. 3(543)/GST/POLICY/2024/1312-18, dated March 1st, 2024

The Delhi Government has received several representations to allow rectification of demand
orders and therefore instructions are issued for rectification of demand order pertaining to
FY 2017-18 which have apparent errors including arithmetical errors or clerical mistakes.
The following types of cases have been brought to the notice of the department and these
may be considered for limited purpose rectification:

a. Where amount of demand in question has already been fully deposited/reversed vide
Form DRC-03 and adequately informed to the proper officer in the reply filed by the
registered person/dealer but the same has not been taken into consideration at the time
of issuance of demand order.

b. Where there is arithmetical error i.e. calculation error/head error i.e. IGST, CGST, and
DGST in the demand order issued by the proper officer.

. GSTN Advisory on Integration of E-Waybill system with New IRP Portals:-

GSTN Update dated March 8th, 2024

The GSTN has issued an update to announce the successful integration of E-Waybill services
with four new IRP portals via NIC, enabling taxpayers to generate E-Waybills alongside E-
Invoicing on the IRPs. This new facility complements the existing services available on the
NIC-IRP portal, making E-Waybill services, along with E-Invoicing, available across all six
IRPs.
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4. GSTN Advisory on GSTR-1/IFF for Introduction of New 14A and 15A tables:-

GSTN Update dated March 12th, 2024

The GSTN has issued an advisory to inform all taxpayers that two new Table 14A and Table
15A have been introduced in GSTR-1 to capture the amendment details of the supplies made
through e-commerce operators (ECO) on which e-commerce operators are liable to collect
tax under section 52 or liable to pay tax u/s 9(5).

These tables have now been made live on the GST common portal and will be available in
GSTR-1/IFF from February 2024 tax period onwards. These amendment tables are relevant
for those taxpayers who have reported the supplies in Table 14 or Table 15 in earlier tax
periods.

Input Tax Credit of differential IGST paid post on-site audit by customs
authorities is not allowed:- Authority for Advance Rulings, Tamilnadu
Mitsubishi Electric India (P.) Ltd., In re - [2024] 160 taxmann.com 372 (AAR -
TAMILNADU)

The applicant was a highly reputed premium brand and Global Leader in Electric and
Electronic products and equipment in Air-conditioning Business, Factory Automation,
Transportation systems, and power semiconductors. During premises based audit by
Customs authorities, it was observed that there were certain mis-classification of goods
imported and the applicant made payment.

It filed application for advance ruling to determine whether there would be any restriction
on availment of Input Tax Credit of differential IGST paid post on- site audit by customs
authorities.

The Authority for Advance Ruling observed that as per Section 17(5), Input Tax credit shall
not be available in respect of "any tax paid in accordance with provisions of sections 74, 129
and 130". In instant case, fact that a penalty at 15% had been paid on tax amount determined
by audit officers, would prove that differential tax was determined under provisions of
Section 74(5) which in turn involves determination of tax by reason of wilful-misstatement
or suppression of facts.

Moreover, the law imposes restriction on availment of Input Tax Credit under Section 17(5) ,
in respect of any tax 'not paid / short paid' in accordance with provisions of section 74,
irrespective of fact as to whether proceedings are initiated on basis of audit or on basis of an
anti-evasion operation. Thus, it was held that the differential IGST paid by applicant would
not become eligible for availment of Input Tax Credit.

. Bihar state notified Settlement of Taxation Disputes Act and Rules, 2024 and :-

Government of Bihar vide Bihar Act 04, 2024 dated 15 March 2024

The State Legislature of Bihar enacted the Bihar Settlement of Taxation Disputes Act, 2024,
in recognition of the need to address disputes arising from proceedings under various
taxation laws in Bihar, including the Bihar Finance Act, 1981, the Bihar Value Added Tax Act,
2005, the Bihar Tax on Entry of Goods into Local Areas for Consumption, use or Sale
Therein Act, 1993, the Bihar Taxation on Luxuries in Hotels Act, 1988, the Bihar
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Entertainment Tax Act, 1948, the Bihar Tax on Advertisement Act, 2007, the Bihar
Electricity Duty Act, 1948, the Bihar Electricity Duty Act, 2018, and the Central Sales Tax
Act, 1956.

Settlement Amount (Section 3):

(1) Disputes pending under the law may be settled upon application by a party, subject to
the payment of the settlement amount specified in the appended Table.

S.No. | Dispute Relating to Settlement Amount

1 Arrear of tax on account of | 100% of remaining balance amount of the arrear
failure to furnish or | of tax in dispute, as reduced by the amount of
reproduce any statutory | tax involved in the value of

certification or declaration | Certificates/Declarations in the possession of
the applicant till the date of application, or the
amount already paid towards such arrear,
whichever is higher:

2 Other Arrear of tax 35% of the arrear of tax in dispute or the amount
already paid towards such arrear, whichever is
higher;

3 For dispute arising out of an | 10% of disputed amount of penalty or interest or
order levying penalty, fine | the fine, as the case may be, or the amount
or interest under the law already paid towards such arrear, whichever is

higher,

(2) Where a party has already deposited an amount in respect of the dispute, such amount
shall be considered as payment towards the settlement amount, and the party shall pay
the difference, if any.

(3) Any amount deposited by a party under any head through challan and relevant to the
dispute shall be considered as payment towards the settlement amount.

(4) No refund claim shall be valid for any amount deposited in excess of the settlement
amount.

(5) Once the specified amount is deposited into the Government Treasury within the
specified time, the dispute shall be deemed concluded, and no further proceedings shall
be entertained.

(6) Upon settlement of a dispute, related proceedings before authorities or courts shall be
deemed disposed of accordingly.

Application for settlement (Section 4) :

Parties opting to settle a dispute shall submit an application to the prescribed authority, as
per the prescribed form, manner, and timeline.

Disposal of application (Section 5) :

(1) Applications shall only be considered if they adhere to the requirements of Section 4 and
related rules.

(2) Applications shall be processed as per prescribed procedures and timelines.
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Power to make rules (Section 6):

(1) The Government may make rules to facilitate the implementation of this Act.

(2) Such rules may cover matters required by this Act or for which provisions are to be
made.

The Bihar Settlement of Taxation Disputes Rules, 2024 in accordance with the Section 6
introduced by the Governor of Bihar under the Bihar Settlement of Taxation Disputes Act,
2024 (Bihar Act 04, 2024), are designed to guide the settlement of taxation disputes in the
state.

Title, Scope, and Commencement:

(1) These regulations shall be known as the Bihar Settlement of Taxation Disputes Rules,
2024.

(2) They shall apply throughout the entirety of the State of Bihar.

(3) These rules shall be effective from the date of notification issuance i.e 15 March 2024
and shall remain in effect until the effective date of the Bihar Settlement of Taxation
Disputes Act, 2024.

Procedure and Format for Application Submission:

(1) Any party seeking to settle a dispute shall submit a duly filled and signed application in
FORM-I to the designated authority as specified in sub-rule at least twenty days before
the rules' expiration.

Provided, a party may submit the application in Form I via their official email address as
displayed on the Commercial Taxes Department, Bihar website.

(2) Separate FORM-I applications shall be submitted for each dispute, accompanied by
necessary documents including copies of returns, proof of payment, relevant orders and
notices, statements, PAN and contact details.

(3) Each FORM-I application shall pertain to a single case under the Law, encompassing the
entire dispute and not part of it.

(4) The application in FORM-I shall be signed by the appropriate authority as stipulated in
this rule.

(5) Applications sent via Registered or Speed Post shall be considered received on the day of
receipt by the designated authority.

(6) Duly completed FORM-I applications along with requisite documents shall be submitted
to the respective authorities as delineated in the table provided under this rule.

S.No. | As on 31.01.2024 dispute | Authority before whom FORM-I to

related to be submitted
1 Tax/ Interest/ Penalty/ Fine Head of the Office where order in dispute
has been passed.
2 Penalty order related to violation | In charge of the circle in whose territorial

of provisions for movement of | Jurisdiction such check post was
goods passed by Check post | situated.

authority
3 All other cases other than Sl. | In charge of the circle who has
no.1 & 2 above jurisdiction over the business of the

applicant
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(7) Upon verification of completeness, the designated office shall issue a receipt in FORM-II
to the applicant.

Application Processing and Disposal:

(1) The designated authority shall verify the contents of the FORM-I application within two
days of submission.

(2) In case of deficiencies, the authority shall issue a Deficiency memo in FORM-III,
prompting rectification within four days.

(3) Failure to rectify defects within the specified period shall result in rejection of the
application, with notification provided in FORM-VII.

(4) Upon rectification, if the application is found compliant, the authority shall direct
payment in accordance with the Act.

(5) Any discrepancies identified in the computation or payment shall be communicated to
the party via FORM-IV for rectification or deposition of the settlement amount.

(6) Upon satisfactory resolution, the authority shall issue an order in FORM-VI settling the
dispute.

(7) Failure to adhere to the stipulated timelines or provide requisite documentation shall
lead to rejection of the application, communicated via FORM-VII.

All communications and notifications shall be transmitted to the specified email address
provided in FORM-I.

7. Haryana GST Dept. Order constitution of ‘Haryana State GST Intelligence Unit:-
Order No. 01/2024/GST-II dated March 15, 2024

The Haryana State Tax Department has recently announced the establishment of the
Haryana State GST Intelligence Unit (HGST-IU), in accordance with an order dated 15th
March 2024. This directive, issued by Commissioner Ashok Kumar Meena, brings about
modifications to the structure and operational framework of the unit, which was originally
set up on 22nd March 2021.

The updated order implements a new system where Intelligence Officers are designated to
each Joint Commissioner of State Tax (Range) to facilitate the identification and
coordination of investigations into GST evasion. These officers, appointed for a maximum
term of one year, will possess statewide jurisdiction as Proper Officers. Additionally, the
order delineates the distribution of intelligence teams across different ranges, with a notable
concentration assigned to the Gurugram Range. Moreover, it empowers Joint
Commissioners to reassign Intelligence Officers for tasks related to specific wards and
outlines the procedure for their removal, subject to approval from higher authorities. This
restructuring initiative is aimed at enhancing the efficiency and efficacy of the department's
endeavors in combating tax evasion throughout Haryana.
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8. HC dismissed writ petition against summons issued by CGST authority where

SGST authority already initiated proceedings:- Rais Khan v. Add.
Commissioner, Enforcement Wing-II, Rajasthan - [2024] 160 taxmann.com
546 (Rajasthan)

The petitioner was issued summons by the DGGI under Section 70 of CGST Act, 2017. It filed
writ petition and contended that State Authorities had already initiated proceedings and as
per Section 6(2)(b), if a proper officer under SGST Act, 2017 had initiated any proceedings
on a subject matter, no proceedings shall be initiated by proper officer under CGST Act, 2017
on same subject matter.

The High Court noted that in the instant case, the petitioner had already filed writ petition
against the notice issued by State Authorities and had not put in appearance before the State
Authorities. The Court further noted that the scope of Section 6(2)(b) and Section 70 is
different and distinct as former deals with any proceedings on subject matter whereas latter
deals with power to issue summon in an inquiry.

Therefore, the words 'proceedings' and 'inquiry' cannot be mixed up to read as if there is a
bar for department to invoke power under Section 70. Thus, it was held that summons issued
under Section 70 was not hit by Section 6(2)(b) and the petition was liable to be dismissed.

Commission received from foreign buyers for services and procurement of
goods notto fall under the definition of ‘intermediary services':- Indian
Supreme Court in the case of Commissioner of Goods and Services Tax and
Central Excise v. SNQS International Socks Private Limited [Civil Appeal
Diary No(s). 8343/2024] dated 19 March, 2024

In an important development, the Apex Court in the case of Commissioner of GST and
Central Excise v. SNQS International Socks Private Limited has dismissed the revenue's
appeal and held that the commissions received from foreign buyers for services and
procurement of goods do not qualify as intermediary services. The brief facts and decision of
the SC in the given case are produced below for a ready reference:

Facts of the case:

(1) During an audit initiated by the Revenue, the Revenue noted that M/s. SNQS
International Socks Private Limited received an export sales commission for procuring
export orders from foreign buyers for the manufacturers who supplied garments.

(2) Thereafter, a show cause notice was issued by Revenue on the assessee alleging that
these services were classifiable under ‘intermediary’ service as per Rule 2(f) of the Place
of Provision of Services Rules, 2012 and subsequently, an Order was passed raising the
demand on the assessee.

(3) An appeal was made by the assessee against the said order before the Customs Excise
and Service Tax Appellate Tribunal (“the CESTAT”). The CESTAT passed an Order and
held that the services rendered by the Respondent to its foreign client as per their
directions are not only the procurement of goods, but also the selection of vendors,
monitoring the quality of the goods produced, designing of samples, live testing of the
samples produced, and carrying out various other quality checks on the garments till
their final dispatch to the foreign client. Thus, the assessee had undertaken a bouquet of
services that are not mere selling or purchase of goods.
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(4) Further, the CESTAT added that the remuneration for the services rendered to the
foreign client is computed based on the Free on Board (“FOB”) value of the garments
exported, which itself does not make the assessee an intermediary and all the services
were rendered to the foreign client on the principal-to-principal basis. Therefore, the
CESTAT dismissed the cross objection filed by the Department in this regard and
allowed assessee appeal.

(5) Aggrieved by the Impugned Order passed by the CESTAT, the Revenue appealed before
the Hon’ble SC, wherein the Hon’ble SC held as follows

Decision of the Apex Court:

(1) SC held that, the Respondent does not fall within the scope and ambit of any of the
definitions of ‘Business Auxiliary Service’, ‘Business Support Service’ as well as
‘Intermediary’. This is having regard to the scope of its mandate to act on behalf of the
principal namely primark.

(2) Accordingly, the SC dismisses the Revenue's appeal in this regard.

(3) The recent CBIC instruction relating to investigations gains significance owing to the
quantum of investigations that is being currently seen under GST. Some of the points
stated in the instructions are noteworthy:

@)

(i)

(iii)

(iv)

)

(vi)

(vii)

Multiplicity of investigation - possibility of representation so that the issue is
centralized to one authority. Important that sufficient records exist to prove that
the investigation is with respect to the same subject matter.

Matters that involve interpretation of laws, or industry issues etc. will now need
approval of zonal (Pr.) Chief Commissioner.

Sharing of information on an issue noticed with one jurisdiction with other
jurisdictions.

We will see larger number of cases being referred to DGGI where issue has PAN
India ramifications. Representation at the ground level for such issues become
critical.

Representation before CBIC on issues involving interpretation of law where a
particular trade or industry practice was being followed.

Adopting a practice of sending official letters instead of summons for listed
entities, PSUs etc.

Information available digitally/online on GST portal should not be called for under
letter/summons from a regular taxpayer, including in particular formats

(viii) An investigation initiated must reach the earliest conclusion which is not more

(ix)

than one year.

Issue of closure report and conclusion of investigation - it is often seen that no
closure report is issued. This can now be pursued strongly so that the same issue is
not again investigated in the future. Correspondence with the Authorities become
important.

28| Page



@

SIRE

CREATING IMPACT TOGETHER

10.Guidelines for CGST field formations in maintaining ease of doing business

while engaging in investigation with regular taxpayers - reg.:- CBIC Instruction
No. 01/2023-24-GST (Inv.) dated 30.03.2024

The Central Board of Indirect Taxes and Customs (CBIC) has issued Instruction No.
01/2023-24-GST (Inv.) dated 30.03.2024, for CGST field formations. These guidelines aim
to facilitate investigations with regular taxpayers while ensuring adherence to legal
provisions and promoting ease of doing business.

Initiation of Investigation: The Principal Commissioner shall be responsible for
developing and approving any intelligence, conducting search and completing investigation
in the case within the allocated jurisdiction of Commissionerate. The guidelines emphasize
that each investigation must be initiated only after the approval of the Principal
Commissioner. For cases falling under certain categories, consent from zonal Principal Chief
Commissioners will be required. These categories are:

(i) matters of interpretation seeking to levy tax/ duty on any sector/ commodity/ service
for the first time, whether in Central Excise or GST, or

(ii) bigindustrial house and major multinational corporations, or
(iii) sensitive matters or matters with national implications, or
(iv) matters which are already before the GST Council.

In all of the above categories, the concerned CGST field formation should also collect details
regarding the prevalent trade practices and nature of transactions carried out from the
stakeholders. The implications / impact of such matter should be studied so as to have
adequate justification for initiating investigation and taking action.

Consolidation of Investigations: The guidelines propose that in the situation where
both the DGGI (Director General of GST Investigation) or the State GST department are
simultaneously undertaking record-based investigation of the same taxpayer on different
subject matters. The Principal Commissioner must engage in dialogue to consider the
feasibility of consolidating these investigations under a single office.

There may be the situation where (Pr.) Commissioner initiates an investigation and the issue
is relevant for the taxpayers’ registered (under same PAN) in multiple jurisdictions then (Pr.)
Commissioner expeditiously refers to its zonal (Pr.) Chief Commissioner who shall request
the Pr. DG, DGGI to take up the matter in accordance with DGGI guidelines.

There also may be the situation where (Pr.) Commissioner initiates an investigation and the
issue is relevant for the taxpayers’ registered (under multiple PAN) across various
jurisdictions then (Pr.) Commissioner within 30 days of initiation of investigation take either
action with the approval of zonal (Pr.) Chief Commissioner- (i) If description of GSTINs or
similar entity types involved (or likely to be involved) across various jurisdictions related to
the issue or topic is available, the self-contained reference be shared with each concerned
Zone or all the Zones, (ii) In other situations, Pr. DG DGGI shall be requested to issue
suitable alerts.

Procedure for certain entities: The guidelines introduce a practice for CGST field
formation to initially addressing official letters (instead of summons) to the designated
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11.

officer of a listed company or PSU or Corporation or Govt Dept./agency or an Authority
established by law, or seeking details (that are record-based and/or are reflected in statutory
books of account or filings) from them. This practice includes detailing the reasons for
investigation and the relevant legal provisions, while also stipulating a reasonable time frame
for the submission of the relevant specified details. Divergence from this practice at the
initial stage must be backed by written reasons.

Digital Information Protocol: CBIC directed that information available digitally/online
on GST portal should not be called for under letter/summons from a regular taxpayer. In
addition, a letter or summons should not be used as a means to seek information filled in
formats or proforma specified by investigation.

Conclusion of Investigations: The guidelines outline that an investigation initiated must
reach the conclusion which is not more than one year, with an emphasis on expeditious
resolution. It is advised that show cause notices should not be delayed after the conclusion of
the investigation. The closure report consequent to the appropriate payment of government
dues by the person concerned should also not be delayed and should have a brief self-
explanatory narration of the issue and the period involved.

The guidelines also allowed the taxpayers to approach designated officials of the rank of
principal commissioner in case of a grievance in an investigation. This move follows the
CBIC board to adopt a more taxpayer-friendly approach and minimise possible instances of
harassment. In case the reasonable grievance persists, the (Principal) Commissioner may
consider meeting, by appointment, the taxpayer.

Kerala HC dismissed writ & denied relief to assessee who mistakenly claimed
IGST instead of CGST/SGST:- M Trans Corporation v. State Tax Officer - [2024]
160 taxmann.com 766 (Kerala)

The petitioner was a registered dealer under the provisions of the CGST Act, 2017. The
department issued the show cause notice to the petitioner in Form GST ASMT-10. The
petitioner filed the reply to the said Show Cause Notice but the Assessing Authority rejected
the contention of the petitioner and found that the petitioner had availed excess input tax
credit in the financial year 2017-18 under IGST instead of SGST and CGST. On the said
amount the petitioner had been directed to pay the tax, interest and penalty. It filed writ
petition against the demand and contended that assessee should not be punished and the
ITC wrongly availed as IGST instead of CGST & SGST should be allowed.

The High Court noted that the petitioner had not moved any application within prescribed
time and not even under extended time for claiming refund. As per Section 54 and Section
49, for refund of excess tax etc., paid by registered dealer, dealer must move an application
within period of two years from last date of filing returns for relevant year.

In the instant case, the petitioner did not move any application within the time prescribed
and even the extended time. Therefore, the Court in exercise of its limited jurisdiction could
not amend statute and prescribe different time limit for moving such an application. Thus,
the Court dismissed the petition.
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12. Penalty to be imposed only in cases of intentional tax evasion, not on

inadvertent errors:- Indeutsch Industries (P.) Ltd. v. State of U.P - [2024]
160 taxmann.com 733 (Allahabad)

The petitioner was engaged in manufacturing artist brush and its materials. It sold goods to
its customer and engaged a transporter for transportation of goods. Due to unavailability of
initially designated vehicle, the transporter utilized alternative vehicle for transportation
which resulted in discrepancy in e-way bill generated. The goods were detained by the
department and penalty was levied under Section 129(3). It filed appeal against the
detention of goods but the appeal was rejected. Thereafter, it filed writ petition against the
order of detention.

The High Court noted that the goods were intercepted shortly after leaving SEZ unit and
customs duty and IGST had been duly paid. The Court further noted that the intention to
evade tax is sine qua non before imposition of penalty and the burden of proof lies on the
petitioner to show no tax evasion.

However, in the present case, the Revenue failed to establish any such intention since
discrepancy in e-way bill was merely a typographical error and there was no other evidence
to establish tax evasion. Therefore, it was held that the penalty levied on the petitioner would
be against the principles of natural justice and the impugned order was liable to be quashed
and set aside.

(This space has intentionally been left blank)
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REGULATORY

1. Govt. permits 100% FDI under automatic route for satellite component
manufacturing in India:- DPIIT vide Press Note No. 1 (2024 Series) dated 04
March 2024

The Department for Promotion of Industry and Internal Trade (DPIIT) has recently issued
Press Note No. 1 (2024 Series), amending Paragraph 5.2.12 of the consolidated Foreign
Direct Investment (FDI) Policy Circular of 2020. This amendment represents a significant
liberalization of foreign investment regulations within the Indian space sector. Previously,
foreign investment in this sector necessitated government approval. The revised FDI limits
and entry routes are outlined below.

Para Activity Entry Route
No.
5.2.12.1 |Satellites-Manufacturing & Operation.  [Up to 74%: Automatic
Beyond 74% (upto 100%):
Satellite Data Products Government route
Ground Segment & User Segment
5.2.12.2 |Launch Vehicles and associated systems|Up to 49%: Automatic
or subsystems. Beyond 49%  (upto  100%):
Government route
Creation of Spaceports for launching and
receiving Spacecraft
5.2.12.3 |Manufacturing of components and{Up to 100%: Automatic
systems/ sub-systems for satellites,
ground segment and user segment
Definitions:

1. Satellites-Manufacturing & Operation: Involves end-to-end manufacturing and
supply of satellites and/or payloads, including the establishment of satellite systems and

control

of in-orbit operations.

2. Satellite Data Products: Includes the reception, generation, or dissemination of
earth observation/remote sensing satellite data and related products, including
Application Interfaces (API).

3. Ground Segment & User Segment:

o Ground Segment: Encompasses the supply of satellite transmit/receive earth
stations, gateway stations, teleports, satellite Telemetry, Tracking and Command
(TTC) stations, Satellite Control Centers (SCC), etc.

o User Segment: Involves the supply of user ground terminals for satellite
communication, excluding those covered under the ground segment.
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4. Launch Vehicles and Associated Systems or Subsystems: Refers to vehicles
and their stages or components designed for operating in or placing spacecraft with
payloads or personnel into suborbital trajectories, earth orbits, or outer space.

5. Creation of Spaceports for launching and receiving Spacecraft: Pertains to
the establishment of spaceports or launch sites facilitating spacecraft launch and
reception, including facilities for transportation to, from, and through outer space.

6. Manufacturing of Components and Systems/Subsystems for Satellites,
Ground Segment, and User Segment: Encompasses the manufacturing and supply
of electrical, electronic, and mechanical components, systems, or subsystems for
satellites, ground segment, and user segment.

Moreover, Indian entities receiving foreign investment will be subject to sectoral guidelines
periodically issued by the Department of Space. These regulatory changes, effective upon
notification under the Foreign Exchange Management Act, signify a substantial reform in the
FDI policy for the Indian space sector. They establish streamlined entry pathways and
provide clarity on various activities within the sector. This development is anticipated to
bolster foreign investment, foster job creation, facilitate the adoption of modern technology,
and promote sectoral self-reliance. Furthermore, it is expected to enhance the integration of
Indian companies into global value chains.

RBI allows card-issuers to issue business credit cards, become co-branding
partner:- RBI’s Notification no. RBI/2023-24/132 dated 07 March 2024

The Reserve Bank of India (RBI) has implemented significant amendments to the Master
Direction - Credit Card and Debit Card — Issuance and Conduct Directions, 2022, effective
from March 7, 2024. Among the key changes, card-issuers are now empowered to issue
business credit cards for business expenses, offering options like charge cards, corporate
credit cards, or credit facilities linked to overdrafts/cash credits tailored for business
purposes. In a bid to ensure prompt closure processes, the RBI imposes a penalty of X500
per day on card-issuers for delays beyond seven working days.

Recognizing the need for billing cycle flexibility, cardholders are granted the option to
modify their credit card billing cycles at least once. The RBI also underscores that banks are
prohibited from issuing debit cards to cash credit/loan accounts, streamlining the process
for banks and NBFCs registered with the RBI to become co-branding partners without prior
approval.

Furthermore, the Master Direction introduces new provisions regarding the Total Amount
Due, defined as the aggregate payable by the cardholder as per the credit card statement at
the close of a billing cycle. Card-issuers are now mandated to advise cardholders to exercise
caution and adhere to authorized payment modes. These changes reflect the RBI's
commitment to enhancing the regulatory landscape for credit and debit card issuance,
promoting business flexibility, expediting closure processes, and ensuring the secure and
authorized use of credit cards.
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3.

RBI releases FAQs on card issuance, bars card-issuers from issuing unsolicited
credit cards:- RBI's FAQs on Master Direction - Credit Card and Debit Card —
Issuance and Conduct Directions, 2022 dated 08 March, 2024.

RBI has recently issued comprehensive FAQs on Master Direction - Credit Card and Debit
Card — Issuance and Conduct Directions, 2022, addressing critical aspects of credit card and
debit card issuance and conduct. The following key points highlight the significant directives
provided:

1. Prohibition of Unsolicited Credit Cards:

Card issuers are explicitly prohibited from issuing unsolicited credit cards. This measure
aims to protect customers from receiving credit cards without their explicit consent.
Customers are strongly advised not to activate or provide consent for any unsolicited cards
received. This proactive step aligns with the RBI's commitment to ensuring fair and
transparent practices in the credit card industry.

2. Definition of 'Used' Credit Card:

The RBI's directive expands the definition of a 'used' credit card beyond financial
transactions. In addition to monetary dealings, any cardholder-initiated process, such as
statement generation or PIN changes, is now considered when determining the usage status
of a card. However, it's essential to note that calls made to customer care centers, unrelated
to the specified processes, will not be considered towards the overall usage of a card. This
nuanced approach adds clarity to the assessment of card activity.

3. Treatment of Unpaid Taxes/Levies/Charges:

Card issuers are explicitly prohibited from capitalizing, i.e., levying interest or charges on
unpaid taxes, levies, or charges. This directive ensures that cardholders are not burdened
with additional financial obligations beyond the specified transactions. The RBI's emphasis
on fair and transparent practices is evident in this measure, providing relief to cardholders
regarding the treatment of unpaid financial obligations.

4. Usage Beyond Sanctioned Credit Limit (Overlimit):

The RBI emphasizes responsible credit practices by stipulating that usage beyond the
sanctioned credit limit (overlimit) requires explicit consent from the cardholder. This
measure serves as a fraud minimization mechanism, ensuring that cardholders are actively
involved in decisions related to their credit limits. Cardholders are provided with the option
to enable or disable overlimit facilities through transaction control mechanisms on card-
issuer's platforms. Importantly, overlimit charges are levied only with the explicit consent of
the cardholder, reinforcing the RBI's commitment to customer-centric practices.

5. Insurance Cover on Debit and Credit Cards:

RBI clarifies that it has not mandated any requirements for insurance cover on debit or
credit cards. However, in cases where card issuers or card payment networks provide
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insurance, whether complimentary or chargeable with cardholder consent, relevant details
must be recorded by the insurance company. This information, along with other pertinent
details, should be included in every statement issued to the cardholder. This approach
ensures transparency and clear communication regarding insurance coverage, aligning with
the RBI's commitment to safeguarding the interests of cardholders.

These directives underscore the RBI's commitment to ensuring responsible and transparent
practices within the credit and debit card industry. The emphasis on customer consent, fraud
prevention mechanisms, and clear communication regarding insurance coverage reflects the
RBI's dedication to safeguarding the interests of cardholders.

This information serves as a summary of the essential points outlined in the recent RBI
FAQs on Master Direction - Credit Card and Debit Card — Issuance and Conduct Directions,
2022.

RBI directs credit card issuers to allow customers to choose from multiple
card:- RBI Notification no. RBI/2023-24/131 dated 06th March 2024

RBI has issued directives aimed at enhancing customer choice and flexibility regarding the
issuance of credit cards. One significant revision involves altering the arrangement between
card issuers, whether banks or non-bank entities, and card networks within their bilateral
agreements.

The apex bank has observed that certain existing arrangements between card networks and
issuers may limit customer choice. Therefore, in the interest of the payment system and the
public, the RBI has directed that:

1. Card issuers must refrain from entering into any arrangement or agreement with card
networks that restricts them from utilizing the services of other card networks.

2. Card issuers must offer eligible customers the option to choose from multiple card
networks at the time of issuance or renewal, effective September 06, 2024.

The directive specifies authorized card networks as American Express Banking Corp., Diners
Club International Ltd., MasterCard Asia/Pacific Pte. Ltd., NPCI — Rupay, and Visa
Worldwide Pte. Ltd. However, card issuers who issue credit cards exclusively on their own
authorized card networks are exempt from the circular's applicability. Furthermore, the RBI
emphasizes that both card issuers and networks must adhere to these requirements in
existing agreements upon amendment or renewal, as well as in fresh agreements. It's
important to note that these directions do not extend to credit card issuers with fewer than
10 lakh active cards.

RBI decides to withdraw a list of 34 circulars with an immediate effect:-
Notification no. RBI/2023-24/129 dated 01 March 2024

RBI has taken a significant step by withdrawing 34 circulars with immediate effect. This
decision comes after a thorough review of circulars issued by the RBI over time. The list of
these withdrawn circulars, along with their respective subjects, is detailed in the annexure
attached to the circular. This move aims to optimize and streamline the regulatory
framework, ensuring clarity and efficiency in the financial system.
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The following are among the notable circulars that have been withdrawn:

1. Banking Regulation Act, 1949 (As Applicable to Co-operative Societies) -
Section 31 - Submission of Balance Sheet, Profit & Loss Account, and
Auditor’s Report (April 19, 1966): This circular, which pertained to co-operative
societies, is no longer in effect.

2. Appointment of Statutory Central Auditors for the Year 1970 (June 29,
1970): The circular related to the appointment of auditors for the year 1970 has been
withdrawn.

3. Standards for Audit Classification of Primary (Urban) Co-operative Banks
(February 25, 1982): The standards for audit classification of primary co-operative
banks are no longer applicable.

6. RBI releases FAQs on Depositor Education and Awareness (DEA) Fund Scheme,
2014:- FAQs issued dated 05 March 2024

RBI has released a comprehensive set of FAQs to explain the Depositor Education and
Awareness (DEA) Fund Scheme, 2014. This scheme covers the credit balances in various
deposit accounts with Commercial or Co-operative banks that have been inactive or
unclaimed for 10 years or more, including savings, fixed, current, and cash credit accounts.
Banks are mandated to transfer the entire amount, along with accrued interest, in such
accounts to the DEA Fund at the end of the month following 10 years of inactivity or non-
claim.

Customers/depositors can claim refunds from their banks, which subsequently claim the
equivalent amount from the DEA Fund. While the scheme lacks a specific time limit for
claiming a refund, customers/depositors or their legal heirs are advised to do so promptly
upon awareness of unclaimed amounts. In the case of a bank under liquidation, depositors
must contact the Liquidator of the bank for their claims.

7. Loans & Advances restrictions under Banking Regulation Act inapplicable to
IFSC Banking Unit of Foreign Bank:- Notification F. No. 3/4/2022-EM-Part (5)

The government by its has decided to modify certain sections of the Banking Regulation Act,
1949, specifically for financial products, services, or institutions within International
Financial Services Centres (IFSCs). Here's what's been changed:

Section 19 Modification: They added a new subsection (2A) to section 19. It states that
the limits mentioned in subsection (2) of section 19 won't apply to IFSC Banking Units of
Foreign Banks under certain conditions:

e Transactions related to shares held as security for loans or debts.

e Selling off shares obtained as part of debt settlement within five years, which can be
extended with written approval from the IFSC Authority.

e They've provided explanations for terms like "International Financial Services Centres
Banking Unit" and "Foreign Bank."
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Section 20 Modification: They added a proviso to subsection (1) of section 20. It exempts
IFSC Banking Units of Foreign Banks from the restrictions mentioned in subsection (1)
regarding loans and advances.

These modifications relax certain rules for banking units operating within International
Financial Services Centres, allowing them more flexibility in certain transactions and lending
activities.

. IFSCA floats Consultation Paper proposing to amend “escrow service”

definition under Payment Services Regulations:- IFSCA Consultation paper

The International Financial Services Centre (IFSCA) has floated a consultation paper with
the objective of seeking comments, views, and suggestions from the public on the proposed
amendments to the International Financial Services Authority (Payment Services)
Regulations, 2024. The proposed amendment is with respect to the definition of “escrow
service,” which is currently defined under Section 2(1)(1) of the regulation. It reads as
follows:

“The service provided by a payment service provider, under an agreement,
whereby money is held by such payment service provider in an escrow
account with an IFSC Banking Unit (‘IBU’) or an IFSC Banking Company
(‘IBC’) on behalf of two parties that are in the process of completing a
transaction.”

The entities that are involved in providing the escrow services to their customers have
pointed out that the involvement of “two parties' mentioned as a requirement in the said
definition would restrain them from fulfilling certain transactions that are necessary to carry
out the escrow services. For instance, there may be two or more than two transacting parties
involved in a transaction to mitigate the trust gap between the transacting parties. Also,
platform providers like alternative investment platforms, marketplaces, online real money
gaming, brokers, etc. may have a single-party escrow or nodal structure in place in order to
de-risk or off-load the balance sheet. To remove this obstacle, IFSCA has amended the
current definition under Section 2(1)(I) as:

“The service provided by a payment service provider, under an agreement,
whereby money is held by such payment service provider in an escrow
account with an IFSC Banking Unit (‘IBU’) or an IFSC Banking Company
(‘IBC’) on behalf of one or more parties that are in the process of completing a
transaction.”

Participating in this consultation will empower the stakeholders to contribute to shaping the
International Financial Services Centres Authority (IFSCA) regulations for a more inclusive
and adaptable financial ecosystem.

MCA notifies March 6, 2024 as effective date for enforcement of Sections 20, 35
and 40 of Competition (Amendment) Act, 2023:- Notification No. S.0. 1065(E);
Dated: 05.03.2024

Govt. has notified March 6, 2024 as the effective date for the enforcement of sections 20, 35
& 40 of the Competition (Amendment) Act, 2023. Section 20 of the Competition
(Amendment) Act deals with provisions relating to the amendment of orders by the CCI after
an inquiry into agreements or abuse of dominant position.
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It states that where, after an inquiry, the CCI finds that any anti-competitive agreement or
action of an enterprise in a dominant position, it may impose a penalty not exceeding 10% of
the average of the turnover or income for the last three preceding FYs upon each person or
enterprise that is a party to such agreement or has abused its dominant position.

Further, Sec 35 of the Competition (Amendment) Act deals with the substitution of
provisions regarding contravention by the companies and section 40 pertains to provisions
concerning the awarding of compensation by the Appellate Tribunal.

CCI notifies norms w.r.t determination of turnover or income under the act;
clears the ambiguity:- Notification No. B-14011/2/2024-ATD-II; Dated:
06.03.2024

The CCI has notified the CCI (Determination of Turnover or Income) Regulations, 2024. The
regulation deals with the determination of turnover or income for enterprise and the other
part deals with the determination of income for individual. This would clarify norms
regarding the imposition of penalties in cases of violation, which can have an impact on how
firms assess their turnover.

CCI specifies the procedure for filing of settlement applications and for
conducting settlement proceedings:- Notification No. CCI/Reg-S.R./2024;
Dated: 06.03.2024

The CCI has notified the CCI (Settlement) Regulations, 2024. These regulations aim to
specify the procedure for filing settlement applications and conducting settlement
proceedings and matters connected therewith or incidental thereto.

The term ‘Settlement Application’ refers to an application submitted by a Settlement
Applicant to the Commission under these regulations for the settlement of proceedings
initiated for the alleged contraventions of section 3 or section 4 of the Act.

The term ‘settlement Applicant’ means any enterprise, as defined in section 2(h) of the Act,
against whom any inquiry has been initiated u/s section 26 of the Act for alleged
contraventions of section 3 or section 4 of the Act, and submits an application for settlement
of proceedings initiated for the alleged contraventions to the Commission under these
regulations.

The Settlement Application complete in all respects in terms of regulation 3 must be placed
for consideration before the Commission in its ordinary meeting within 7 working days of
receipt thereof.

The entire settlement proceedings must be concluded within 180 working days of the receipt
of the settlement application, complete in all respects. Failing this, an inquiry u/s 26 of the
Act against the settlement applicant shall stand resumed.

Further, the Commission may seek clarification, information or data from the settlement
applicant as deemed appropriate which shall be provided by the settlement applicant within
the time specified by the Commission.

CCI notifies ‘Determination of Monetary Penalty’ Guidelines; specifies
methodology to determine penalties:- Notification No. B-14011/1/2024-ATD-II;
Dated: 06.03.2024

The CCI has notified the ‘Determination of Monetary Penalty’ guidelines, 2024. These
regulations aim to determine the monetary penalty to be levied on the enterprises and/or
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persons for any contravention of provisions of the Act. The norms prescribe the methodology
for determining penalties for enterprises and persons liable u/s 48 of the Act. Also, prescribe
norms for the residuary powers of the Commission.

CCI specifies the procedure for filing commitment applications and conducting
commitment proceedings:- Notification No. CCI/Reg-C.R./2024; Dated:
06.03.2024

The CCI has notified the CCI (Commitment) Regulations, 2024. These regulations aim to
specify the procedure for filing commitment applications and conducting commitment
proceedings and matters connected therewith or incidental thereto.

A “Commitment Application” refers to an application submitted by a Commitment Applicant
to the CCI offering commitments in respect of proceedings initiated for the alleged
contraventions of section 3 or section 4 of the Act.

A ‘Commitment Applicant’ means any enterprise, as defined in section 2(h) of the Act,
against whom any inquiry has been initiated under section 26 of the Act for alleged
contraventions of section 3 or section 4 of the Act, and submits a Commitment Application.

The Commitment Application must be filed within 45 days from the receipt of the order
passed by the Commission under section 26 of the Act. The Commitment Application
complete in all respects in terms of regulation 3 must be placed for consideration before the
Commission in its ordinary meeting within 7 working days of receipt thereof.

The entire commitment proceedings must be concluded within 130 working days of the
receipt of the commitment application complete in all respects in terms of regulation 3,
failing which the inquiry u/s 26 of the Act against the commitment applicant shall stand
resumed.

Further, the Commission may seek clarification, information, or data from the Commitment
Applicant, as deemed appropriate, which must be provided by the Commitment Applicant
within the time specified by the Commission.

SEBI broadens the list of goods for purpose of commodity derivatives u/s 2(bc)
of SCRA, 1956:-Circular No. SEBI/HO/MRD/MRD-PoD-1/P/CIR/2024/13,
Dated: 05.03.2024

Earlier, the Govt. notified the list of goods specified in the Schedule as commodity
derivatives under section 2(bc) of the SCRA, 1956. Now, the SEBI has broadened the list of
goods for the purpose of commodity derivatives. SEBI has expanded the list of goods from 91
to 104, introducing 13 new goods and alloys for 5 metals.

The diverse list includes apples, cashews, garlic, skimmed milk powder, white butter,
processed products of timber, processed products of bamboo, copper and copper alloys, lead
and lead alloys etc. The circular shall be effective from the date of issuance.

MCA invites public comments on Report of the Committee on Digital
Competition Law and Draft Bill on Digital Competition Law:- Press Release;
Dated: 12.03.2024

The Ministry of Corporate Affairs (MCA) had constituted the Committee on Digital
Competition law (CDCL) on the subject titled ‘Anti-Competitive Practices by Big Tech
Companies’ to examine the need for a separate law on competition in digital markets. The
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Committee has submitted its report along with the Draft Bill on Digital Competition Law on
12th March 2024. During its deliberations, the Committee took note of the enforcement
practice of the CCI, the recommendations put forth in the Standing Committee Report, and
the submissions it received from stakeholders on the need for an ex-ante competition
framework for digital markets. The Committee further examined various sector-specific
regulatory instruments that govern digital enterprises in India, and emerging international
practices on ex-ante competition frameworks. The committee has recommended an ex-ante
framework for regulation of competition for large digital enterprises with a ‘significant
presence’ in India. The draft bill aims to rein in anti-competitive practices employed by
big tech companies and other systemically significant digital enterprises (SSDE). The
last date to submit the comments on the draft bill and the report is April 15 2024.

A summary of recommendations of the Committee is as follows:

¢ Draft Digital Competition Bill to apply to pre-identified list of Core Digital Services (such
as search engines, social networking), with flexibility to the Government to add new
services over time.

e Regulation to target Systemically Significant Digital Enterprises (SSDEs) with the ability
to influence the Indian digital market.

e SSDE designation to be based on quantitative thresholds (such as turnover, GMV) and
user base, as well as qualitative criteria (such as resources of the enterprise, volumes of
data aggregated, direct and indirect network effects).

e Introduction of Associate Digital Enterprises for group companies.

e Ex-ante obligations to be defined through a consultative process, with exemptions
tailored to each service.

¢ Enforcement through the Competition Act framework, with proposed enhancements to
CCI's expertise.

e Monetary penalties for non-compliance capped at 10% of global turnover, with
provisions for group enterprises and key personnel liability.

The key aspects covered in the draft Digital Competition Law Bill pertains to the following:

e Scope and Definitions: Clear definitions of digital markets, digital platforms, and
other relevant terms to delineate the scope of the law.

e Prohibition of Anti-Competitive Practices: Outlines specific practices such as
price-fixing, collusion, predatory pricing, and unfair trade practices that are prohibited
in the digital space.

¢ Market Dominance Regulation: Guidelines on identifying and regulating dominant
players in digital markets to prevent monopolistic behaviour and promote fair
competition.

e Merger Control: Framework for assessing mergers and acquisitions in the digital
sector to ensure they do not lead to anti-competitive outcomes or market consolidation.
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e Data Privacy and Protection: Provisions for safeguarding consumer data and
ensuring that digital platforms adhere to data protection regulations to maintain user
privacy and prevent abuse of personal information.

e Interoperability and Data Portability: encourages interoperability between
platforms and promotes data portability to enhance competition and consumer choice in
the digital ecosystem.

e Market Transparency and Information Exchange: Requirements for digital
platforms to provide transparent information about their services, pricing, and terms of
use to consumers and competitors.

¢ Enforcement Mechanisms: Establishment of regulatory bodies or authorities tasked
with enforcing the provisions of the law, investigating complaints, and imposing
penalties on violators.

e Consumer Protection Measures: measures to protect consumers from deceptive
practices, fraud, and other harms in the digital marketplace, including provisions for
dispute resolution and redressal.

¢ International Cooperation and Coordination: Guidelines for cooperation with
international regulatory bodies and enforcement agencies to address cross-border issues
and harmonise digital competition regulations globally.

¢ Innovation and Market Entry: Measures to foster innovation and facilitate entry for
new players in the digital market while ensuring a level playing field and preventing
barriers to competition.

¢ Periodic Review and Updates: Provision for periodic reviews of the law to assess its
effectiveness and relevance in the rapidly evolving digital landscape, with provisions for
updates and amendments as necessary.

The draft bill also entrusts the big tech giants with a slew of obligations, spanning aspects
such as prevention of fraud, cybersecurity, prevention of trademark and copyright
infringement, compliance to local laws, among others. Alongside, these major entities will
also have to comply with various rules, including the relevant provisions of the Digital
Personal Data Protection Act, 2023. Under the draft rules, the SSDEs will also be barred
from restricting the ability of end users and businesses to use third-party apps.

SOP for processing Joint Declarations for member profile updation in
EPFO: vide circular No:- WSU/2022/Rationalisation of work areas/Joint
Declaration/17 Dated: 11.03.2024

The Employees’ Provident Fund Organisation (EPFO) under the Ministry of Labour &
Employment, Government of India, has issued a new Standard Operating Procedure (SOP)
for processing Joint Declarations for member profile updates. This SOP, effective from the
date of issue i.e. March 11, 2024 and to be reviewed annually, outlines the procedure for
members and employers to correct UAN profiles. It introduces additional documents for
verification, such as Aadhaar and PAN cards, and establishes a time-bound process for
handling Joint Declarations. The SOP aims to streamline the correction process, reduce
rejections, and minimize fraud by ensuring the authenticity of member profiles. Additionally,
it specifies the roles and responsibilities of members, employers, and various EPFO
authorities, and sets forth the IT interface process flow for efficient handling of requests.
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This initiative reflects EPFO’s commitment to maintaining accurate member data and
improving service delivery.

Govt. amends FEM (NDI) Rules; clarifies on definition of the term ‘unit’ under
rule 2(aq):- Notification No. S.0. 1361(E); Dated: 14.03.2024

Govt. has notified the Foreign Exchange Management (Non-debt Instruments) (Second
Amendment) Rules, 2024. An amendment has been made to rule 2(aq), which defines the
term ‘unit’ as the beneficial interest of an investor in an investment vehicle. As per the
amended norms, an explanation has been inserted to the clause. It states that ‘unit’ shall
include a unit that has been partly paid up as permitted under regulations framed by SEBI in
consultation with the Government of India.

18. Govt. amends SEZ rules; units undertaking ‘aircraft or ship leasing activity’ not

19.

20.

required to maintain separate offices:- Notification No. G.S.R 194(E); Dated:
14.03.2024

The Govt. has notified the Special Economic Zones (Second Amendment) Rules, 2024. An
amendment has been made to Rule 21B of the existing rules. As per the amended norms, the
term ‘aircraft leasing’ has been replaced with ‘aircraft or ship leasing’. Accordingly, units set
up in IFSC authorized to undertake aircraft or ship leasing activity are not mandatorily
required to maintain a separate office.

IFSCA issued Guidelines for FIU-IND FINNET 2.0 Compliance:- Circular No F.
No. 886/IFS CA/FATF-C/Coordination/2023-24 Dated: 14th March 2024

The circularissued by the International Financial Services Centres Authority (IFSCA)
outlines guidelines for regulated entities regarding registration on the FIU-IND FINNET 2.0
portal to ensure compliance with anti-money laundering (AML), counter-terrorist financing
(CTF), and Know Your Customer (KYC) norms. It emphasizes the applicability of IFSCA
guidelines and the responsibilities of regulated entities, highlighting the legal framework
provided by the Prevention of Money Laundering Act, 2002, and associated rules. Regulated
entities holding multiple licenses must register each line of business on the portal and
update their information as necessary. The circular stresses the importance of maintaining
robust AML, CTF, and KYC frameworks within IFSCs and warns of regulatory action for
non-compliance. Therefore, timely registration and ongoing adherence to IFSCA directives
are crucial for designated entities.

IFSCA relaxes independent custodian, office-space requirements for Sovereign
Wealth Funds setting-up Fund Management Entities:- IFSCA’s Circular no.
FSCA-IF-10PR/1/2023-Capital Markets/3 dated 11 March 2024

The International Financial Services Centre Authority (IFSCA) has issued a clarificatory
circular pertaining to Sovereign Wealth Funds intending to establish Fund Management
Entities (FMEs) and schemes within International Financial Services Centres (IFSCs), where
the Sovereign Wealth Fund serves as both the principal contributor and beneficiary. With
reference to the IFSCA (Fund Management) Regulations of 2022 and the subsequent
Circular issued thereunder, aimed at alleviating challenges encountered by Sovereign Wealth
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Funds in establishing FMEs and schemes in IFSCs, the Authority has delineated specific
provisions:

1. The mandatory appointment of an independent custodian shall not be applicable to
open-ended Restricted Schemes and all other schemes with Assets Under Management
(AUM) exceeding USD 70 million, as prescribed under Regulations 132(2) and (3)
respectively.

2. The requisite for the FME's office space to be dedicated, secured, and accessible
exclusively to authorized personnel of the FME, as outlined in Regulation 10(2), has
been relaxed. The FME and the trustee of Schemes structured in trust form may share
the same office space, provided their services are not extended to any third-party
entities.

21. SEBI clarifies on exemption from open-offer for acquiring shares in case of
family trust:- Informal Guidance

SEBI issues Informal Guidance w.r.t. SAST Regulations in the matter of Thejo Engineering
Ltd. The judgement highlights a response from the Deputy General Manager of the
Corporation Finance Department at the Securities and Exchange Board of India (SEBI) to a
request for informal guidance under the Informal Guidance Scheme regarding the Securities
and Exchange Board of India (Substantial Acquisition of Shares and Takeovers) Regulations,
2011 in relation to Thejo Engineering Limited. The request pertains to the formation of a
Family Trust by the Promoter and Promoter Group of the company, seeking specific
exemption from the obligation to make an open offer for acquiring shares under Regulation
11(1) of the Takeover Regulations.

The response outlines the conditions and considerations for granting such an exemption,
based on the specific circumstances outlined in the application. It emphasizes that
compliance with the conditions specified in Chapter 8 of the Master Circular does not
guarantee automatic exemption from the obligation to make an open offer, and that all
applications will be considered on a case-by-case basis by the Takeover Panel and SEBI. The
judgement also highlights the confidentiality of the interpretative letter issued in this matter
for a specific period and clarifies that the views expressed are solely with respect to the
clarification sought in relation to the specific regulations under SEBI and do not affect the
applicability of any other laws or requirements.

The response further provides a detailed analysis of the request, outlining the specific
provisions and conditions under the relevant regulations, and ultimately, the decision on the
eligibility of the proposed Family Trust for exemption from the obligation to make an open
offer for acquiring shares under the specified regulations. It addresses the proposed
composition of the Trust, highlighting that it should mirror the promoters' holdings without
resulting in a change of ownership or control of the shares or voting rights in the target
company. The judgement also stresses the requirement for compliance with these
conditions, which does not guarantee automatic exemption.

In conclusion, the judgement provides a thorough and detailed analysis of the request for

informal guidance, outlining the specific provisions and conditions under the relevant
regulations, and ultimately, the decision on the eligibility of the proposed Family Trust for
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exemption from the obligation to make an open offer for acquiring shares under the specified
regulations.

SEBI Notifies norms for Small and Medium REITs:- Notification No. SEBI/LAD-
NRO/GN/2024/166

SEBI has recently issued new guidelines tailored for Small and Medium Real Estate
Investment Trusts (REITs), marking a significant move in India's real estate investment
landscape. A REIT is a company that owns, operates, or provides financing for income-
generating real estate properties. These norms are aimed at fostering the growth of smaller
REITs, making the market more accessible to a broader range of investors, and promoting
the development of the real estate sector. The SEBI notification outlines specific criteria and
relaxations tailored for Small and Medium REITs, including reduced minimum public
offer size, lower asset holding requirement, and simplified disclosure
norms, thereby easing the compliance burden on such entities and encouraging their
participation in the REIT market.

The introduction of these norms reflects SEBI's commitment to promoting financial
inclusion and fostering a conducive environment for smaller players in the real estate sector.
By providing tailored regulations for Small and Medium REITs, SEBI aims to unlock the
potential of this segment, enabling them to raise capital efficiently and channelize
investments into the real estate market. This move is expected to diversify investment
opportunities for retail and institutional investors alike, stimulate growth in the real estate
sector, and contribute to India's overall economic development by facilitating the flow of
funds into infrastructure and property development projects. SEBI's notification on norms
for Small and Medium Real Estate Investment Trusts (REITs) encompasses several key
provisions aimed at empowering smaller players in the real estate market. Among these
provisions is a reduction in the minimum public offer size for Small and Medium REITs,
enabling them to access capital markets with more manageable offerings. This move is
particularly significant as it lowers the barrier to entry for smaller players, allowing them to
raise funds and expand their operations more effectively.

Additionally, the relaxation of asset holding requirements for Small and Medium REITs
allows these entities to maintain a more flexible portfolio, facilitating diversification and risk
management strategies. Moreover, SEBI's simplified disclosure norms for these REITs
streamlines regulatory compliance processes, reducing administrative burdens and
operational costs. By tailoring regulations to the specific needs of Small and Medium REITs,
SEBI aims to foster a more inclusive and dynamic real estate investment landscape, driving
innovation, competition, and growth in the sector. Overall, these initiatives signify SEBI's
proactive stance towards promoting the development of the real estate market in India while
ensuring investor protection and market integrity. By creating a conducive environment for
Small and Medium REITs to thrive, SEBI aims to unlock new avenues for investment,
stimulate economic activity, and contribute to the nation's long-term sustainable growth
agenda.
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23.Maharashtra increased Contribution Rates vide Labour Welfare Fund
Amendment Act 2024:- vide RNI No. MAHENG / 2009 / 35528 dated 18th
march, 2024

The Maharashtra Labour Welfare Fund Amendment Act 2024 has introduced significant
changes to the state’s labor regulations. The amendment, effective upon its publication in the
Maharashtra Government Gazette on March 18, 2024, revises the contribution rates for both
employees and employers.

Before the Amendment:

e Employees with wages up to Rs. 3,000 per month contributed Rs. 6 every six months.
e Employees with wages above Rs. 3,000 per month contributed Rs. 12 every six months.

e Employers contributed three times the amount of the employee’s contribution.

After the Amendment:

e All employees, regardless of their wage, are now required to contribute Rs. 25 semi-
annually (i.e. 3oth June and 31st December).

e Employers are still required to contribute thrice the amount of the employee’s
contribution.

The State Government holds the power to revise the employee contribution rate once every
three years, with a maximum increase capped at thirty percent of the current rate. This
legislative change underscores the government’s dedication to improving labor welfare and
ensuring a balanced approach to funding welfare initiatives. The Act, enacted in the Seventy-
fifth Year of the Republic of India, emphasizes its legal significance and adherence to
constitutional provisions.

24.RBI releases Omnibus Framework for recognising Self-Regulatory
Organisations for Regulated Entities:- RBI's Press Release No. 2023-2024/2085
dated 21.03.2024

The Reserve Bank of India (RBI) has introduced an Omnibus Framework for recognizing
Self-Regulatory Organizations (SROs) for Regulated Entities. The framework emphasizes
that SROs enhance regulatory effectiveness by leveraging practitioners' technical expertise
and contribute to regulatory policy formulation by providing inputs on technical and
practical aspects, nuances and trade-offs involved. SROs can also help in fostering
innovation, transparency, fair competition and consumer protection. SRO shall frame
necessary best practices/ standards/ codes within the regulatory framework prescribed by
RBI for voluntary adoption by its members and shall not be a substitute to the prescribed
regulatory framework for REs. SROs are expected to operate with credibility, objectivity, and
responsibility under regulatory oversight, aiming to improve regulatory compliance and
foster sustainable sector development. SRO is expected to adhere to a set of overarching
objectives for betterment of the sector they represent, foster advancement and address
critical industry concerns within the broader financial system.
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The primary responsibility of SRO towards its members would be to promote best business
practices. SROs shall establish minimum benchmarks and conventions for professional
market conduct amongst its members. SROs must be set up as not-for-profit entities with
adequate net-worth and adhere to overarching objectives for sector improvement. They are
tasked with setting professional conduct benchmarks, addressing industry concerns, and
submitting annual reports to RBI within 3 months of competition of the accounting year
while engaging in regular interactions with the regulator.

25.IRDAI notifies the IRDAI (Rural, Social Sector and Motor Third Party

26.

27.

28.

Obligations) Regulations 2024:- Notification No. F. No. IRDAI/Reg/4/198/2024
Dated: 20.03.2024

The IRDALI has notified the IRDAI ((Rural, Social Sector and Motor Third Party Obligations)
Regulations, 2024. The objective is to specify the minimum rural, social sector, and third-
party motor insurance business that insurers are required to underwrite under the Insurance
Act, 1938. These norms discuss obligations regarding Rural and Social Sectors, and
obligations relating to Motor third-party business. These regulations are effective from
01.04.2024.

IRDAI issues the IRDAI (Bima Sugam-Insurance Electronic Marketplace)
Regulations, 2024:- Notification No. F. No. IRDAI/Reg/5/199/2024; Dated:
20.03.2024

The IRDAI has notified the IRDAI (Bima Sugam - Insurance Electronic Marketplace)
Regulations, 2024. The objective is to empower and protect the interests of policyholders,
increase the penetration of insurance in India and enhance accessibility by allowing the
establishment of a Digital Public Infrastructure called Bima Sugam - Insurance Electronic
Marketplace. This infrastructure must be established by a not-for-profit company formed u/s
8 of the Companies Act, 2013.

IRDA notifies IRDA (Insurance Products) Regulations, 2024 to be effective
from o1st April, 2024:- Notification F. No. IRDAI/Reg/8/202/2024, Dated:
20.03.2024

The IRDALI, to protect the policyholder’s interest and to facilitate insurers to respond faster
to emerging market needs and also to design innovative products has notified the IRDA
(Insurance Products) Regulations, 2024. These regulations shall apply to insurers who have
been granted a certificate of registration to transact the business of life insurance or general
insurance or health insurance. These regulations shall be effective from o1st April, 2024.

IRDA notifies IRDA (Protection of Policyholders’ Interests, Operations and
Allied Matters of Insurers), 2024:- Notification F. No. IRDAI/Reg/11/205/2024,
Dated: 20.03.2024

The IRDAI with an objective to protect the interests of policyholders and to ensure that the
conduct of the insurer and distribution channel is not prejudicial to the interests of
policyholders has notified the IRDA (Protection of Policyholders’ Interests, Operations and
Allied Matters of Insurers), 2024. These regulations shall apply to all insurers and
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distribution channels except for those engaged exclusively in the reinsurance business. These
regulations shall be effective from o1st April, 2024.

IRDAI provides a framework of roles and responsibilities of the Board and
management of insurers:- Notification No. F. No. IRDAI/Reg/7/201/2024;
Dated: 20.03.2024

The IRDAI has notified the IRDAI (Corporate Governance for Insurers) Regulations, 2024.
The objective is to provide a framework for insurers to adopt sound and prudent principles
and practices of their governance structure as well as to establish a framework for the roles
and responsibilities of the Board and the management of insurers. These regulations shall
apply to all insurers except foreign companies engaged in re-insurance business through a
branch established in India.

SEBI lays down safeguards to address investors’ concerns over securities’
transfer in demat mode:- SEBI Circular no. SEBI/HO/MRD/MRD-PoD-
2/P/CIR/2024/18 dated 20th March 2024

The Securities and Exchange Board of India (SEBI) has issued new safeguards to address the
concerns of investors on the transfer of securities in dematerialized mode from the Beneficial
Owner (BO) account. These measures have been put in place to prevent fraud by means of
transferring shares from inactive demat accounts. These safeguards are aimed at protecting
the interests of investors in securities and promoting the development of and regulating the
securities market. The new safeguards will come into effect from April 1, 2024. The Key
safeguards include:

¢ Depository Instruction Slip (DIS) Usage: SEBI has emphasized on investor
education regarding careful preservation of DIS by the Beneficial Owners (BOs). The
depositories are advised to instruct BOs not to leave “blank or signed” DIS with the
Depository Participants (DPs) or any other person/entity.

e Pre-signed DIS: DPs are instructed not to accept pre-signed DIS with blank columns
from the BOs.

¢ Lost DIS Booklet: If the DIS booklet is lost/stolen/not traceable by the BO, the same
must be intimated to the DP immediately by the BO in writing. On receipt of such
intimation, the DP shall cancel the unused DIS of the said booklet.

e New DIS Booklet Issuance: A new DIS booklet is issued only on the strength of the
DIS instruction request slip (contained in the previous booklet) duly complete in all
respects, unless the request for a fresh booklet is due to loss. In case, the request for
issuance of the DIS booklet is received in an inactive/dormant account, the DIS booklet
must be delivered at the registered address of the BO as per the DP records. This helps
to ensure the genuineness of the BO’s request for the issuance of DIS. Such issuance of
DIS must be authorized by the compliance officer or any other designated senior official
of the DP.

e Limit on DIS Issuance: The DPs must not issue more than 10 loose DISs to one
account holder in a financial year (April to March). The loose DIS can be issued only if
the BOs come in person and sign the loose DIS in the presence of an authorised DP
official.
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31. FPIs with more than 50% of their Indian equity AUM in a corporate group

32.

aren't required to make Add’l. disclosures:- Circular No. SEBI/HO/AFD/AFD-
POD-2/P/CIR/2024/19; Dated: 20.03.2024

Earlier, SEBI vide circular dated August 24, 2023 mandated additional disclosures for FPIs
that fulfil objective criteria. Further, FPIs satisfying the criteria were exempted from
additional disclosure requirements, subject to certain conditions.

SEBI has now amended this circular. It states that an FPI with more than 50% of its Indian
equity AUM in a corporate group shall not be required to make additional disclosures subject
to compliance with certain conditions. The conditions are as follows —

(a) The apex company of such a corporate group has no identified promoter. For this
purpose, the list of corporate groups based on the corporate repository published by the
Stock Exchanges and their respective apex companies having no identified promoters
shall be made public by depositories.

(b) The FPI holds not more than 50% of its Indian equity AUM in the corporate group, after
disregarding its holding in the apex company (with no identified promoter).

(c) The composite holdings of all such FPIs (that meet the 50% concentration criteria
excluding FPIs which are either exempted or have disclosed) in the apex company is less
than 3% of the total equity share capital of the apex company.

Further, custodians and depositories must track the utilisation of this 3% limit for apex
companies, without an identified promoter, at the end of each day. When the 3% limit is met
or breached, depositories are required to make this information public before the start of
trading on the next day. The circular shall be effective immediately.

SEBI proposes to introduce an audio-visual representation of disclosures made
in offer documents for public issue:- Circular No. SEBI/HO/CFD/TPD
/CIR/P/2024/XXX; Dated: 19.03.2024

SEBI has proposed that the disclosures made in Draft Red Herring Prospectus (DRHP) and
Red Herring Prospectus (RHP) of public issues shall also be made available in Audiovisual
(AV) format by the issuer companies desiring to list on the main board. The AV on the public
issues will be in bilingual version i.e. English and Hindi and made available in the public
domain.

This move is intended to facilitate an easier understanding of the key features of an offer and
also provide reference to various disclosures of the proposed public issue. The comments on
the same must be submitted by 09.04.2024.

Further, the duration of each bilingual version of the AU must be a maximum of 8 minutes.
The AV must be published by the Issuer/Lead Manager within 5 working days both at the
stage of submission and resubmission of DRHP. It must be made available on both
digital/social media platforms of the Issuer and the Association of Investment Bankers of
India (AIBI).

The web link of the said AV must be made available on the websites of Stock Exchanges and
the concerned Lead Managers and must also be accessible from the QR code pertaining to
the public issue. Also, lead managers to the public issue must be jointly responsible for the
content and information made available in the AV.
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33

34.

. Govt. further extends the validity of FCRA registration certificates up to June

30, 2024:- Public Notice No. II/21022/23(22)/2020-FCRA-III; Dated: 28-03-
2024

The Govt., in public interest has decided to extend the validity of FCRA registration
certificates. The validity of registration certificates of entities whose validity was extended till
31.03.20204 and whose renewal is pending, will stand extended till 30.06.2024 or till the
date of disposal of renewal application, whichever is earlier. Similarly, the validity of FCRA
entities whose 5-year validity period is expiring from 01.04.2024 to 30.06.2024 will stand
extended up to 30.06.2024.

IFSCA releases Consultation Paper on draft BATF Regulations:- Consultation
paper dated 26.03.2024

The International Financial Services Centres Authority (IFSCA) has released a Consultation
Paper regarding the draft IFSCA (Book-keeping, Accounting, Taxation and Financial Crime
Compliance Services) Regulations, 2024 (BATF Regulations), inviting feedback from the
public until April 16, 2024. These regulations outline a framework relating to registration
and operations of book-keeping, accounting, taxation, and financial crime compliance
services within the IFSC. An applicant wishing to offer these services must apply for
registration with the Authority, for grant of certificate of registration, adhering to specified
formats and requirements. They must be established within the IFSC either in the form of a
Company, Limited Liability Partnership, or in any other forms as specified by the Authority
and the promoters of the entity shall be from a jurisdiction which has not been identified in
the public statement of FATF as “High Risk Jurisdiction- subject to call for action”.

Further, the BATF service provider ensures that the entity and its principal officer, directors/
partners/ designated partners, key managerial personnel and controlling shareholders are
required to demonstrate suitability for their roles. The applicant shall ensure that their
business in IFSC is not set up either by —

(1) splitting up of business already in existence in India,
(2) reconstructing of business already in existence in India, or
(3) reorganising of a business already in existence in India.

The Authority may specify norms, procedures, processes, additional requirements, etc.
through circulars or guidelines or directions to BATF service providers for implementation of
these regulations. In order to remove any difficulties in the interpretation or application of
the provisions of these regulations, the Authority has the power to issue directions through
guidance notes or circulars. These regulations also mention that BATF Service Providers are
obligated to pay registration fees, annual fees, or any other fee or charges as specified by the
Authority from time to time.

49 |Page



G)SIRE

CREATING IMPACT TOGETHER

35. Downstream investment must exclude investments in equity shares of debtor

36.

co. of REs but include hybrid instruments:- RBI’s Circular No. RBI/2023-
24/140 DOR.STR.REC.85/21.04.048/2023-24 dated 27.03.2024

The Reserve Bank of India (RBI) in exercise of the power conferred by section 21 and 35A of
the Banking Regulation Act, 1949 read with section 56 of the Act, Chapter IIIB of the RBI
Act, 1934 and section 30A, 32 and 33 of the National Housing Bank Act, 1987, issued
Circular No. RBI/2023-24/140 DOR.STR.REC.85/21.04.048/2023-24 dated 27.03.2024,
addressing concerns surrounding investments in Alternative Investment Funds (AIFs) by
Regulated Entities (REs). The circular provides instructions on several key points which are
as:

(i) The investments in equity shares of the debtor company of the RE are not considered
downstream investments, but all other investments, including hybrid instruments.

(ii) The provisioning is required only for the RE’s investment in the AIF scheme, which is
further invested by the AIF in the debtor company, rather than on the entire
investment of the RE in the AIF scheme.

(iii) Paragraph 3 of the Circular applies if the AIF has no downstream investment in a
debtor company of the RE, while compliance with paragraph 2 is required if the RE
invests in subordinated units of an AIF scheme with the downstream exposure to the
debtor company.

(iv) The proposed deduction from capital will be equally from both Tier-1 and Tier-2
capital, encompassing various forms of subordinated exposures, including investment
in the nature of sponsor units.

(v) The investments by REs in AIFs through intermediaries such as fund of funds or
mutual funds are not covered by the circular.

SEBI exempts FPIs with over 50% Indian equity AUM in corporate-group from
additional disclosures:- SEBI  Circular No. SEBI/HO/AFD/AFD-POD-
2/P/CIR/2024/19 dated 20 March 2024

The Securities and Exchange Board of India (‘SEBI’) vide its circular No. SEBI/ HO/ AFD/
AFD-PoD-2/CIR/P/2023/148 dated 24 August, 2023 mandated additional disclosures for
FPIs that fulfil objective criteria as specified in the said Circular. Further, FPIs satisfying any
of the criteria listed under Para 8 of the said Circular were exempted from the additional
disclosure requirements, subject to conditions specified in the said Circular. Now, the SEBI
vide this circular has stated that the in addition to the criteria listed under Para 8 of the said
Circular, FPIs having more than 50% of its Indian equity Assets Under Management (AUM)
in a corporate group shall not be required to make the additional disclosures as specified in
Para 7 of the Circular mandating additional disclosures by FPIs that fulfil certain objective
criteria, subject to compliance with following conditions:

1. Firstly, the apex company of such a corporate group has no identified promoter and for
this purpose, the list of corporate groups based on the corporate repository published by
the Stock Exchanges and their respective apex companies having no identified
promoters shall be made public by Depositories.
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2. Secondly, the FPI holds not more than 50% of its Indian equity AUM in the corporate
group, after disregarding its holding in the apex company (with no identified promoter),
and

3. Thirdly, the composite holdings of all such FPIs (that meet the 50% concentration
criteria excluding FPIs which are either exempted or have disclosed) in the apex
company is less than 3% of the total equity share capital of the apex company.

Further, SEBI highlighted that the Custodians and Depositories shall track the utilisation of
this 3% limit for apex companies, without an identified promoter, at the end of each day and
when the 3% limit is met or breached, Depositories shall make this information public before
start of trading on the next day. SEBI mentioned that, thereafter, for any prospective
investment in the apex company by FPIs, that meet the 50% concentration criteria in the
corporate group, the FPIs shall be required to either realign their investments below the 50%
threshold within 10 trading days or make additional disclosures prescribed in the said
Circular. Lastly, SEBI mentioned that the process flow to implement this circular shall be
framed by the pilot Custodians and DDPs Standards Setting Forum (CDSSF) and adopted by
all the DDPs/ Custodians, in consultation with SEBI.

(This space has intentionally been left blank)
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CROSS BORDER

1.

Thailand issues public consultation on Pillar 2 Global Minimum Tax:- Public
Consultation by Revenue Department

Thailand's Revenue Department is seeking public feedback on proposed legislation for
implementing Pillar 2 global minimum tax regulations. These rules aim to establish a
minimum tax rate of 15% for multinational enterprise groups with yearly consolidated
revenue exceeding EUR 750 million in at least two of the past four accounting periods. The
legislation also includes a domestic minimum top-up tax for qualifying group members.
Although the effective date is unspecified, it aligns with the Thai Cabinet's approval in March
2023, with planned implementation in 2025. The proposed law reflects Thailand's
commitment to the OECD/G20 Inclusive Framework on Base Erosion and Profit Shifting,
with a focus on addressing tax challenges arising from the digital economy through Pillars 1
Profit allocation and tax collection rights from multinational companies (Large
Multinational Enterprises (MNEs)) in order to be fairer and Pillars 2 Collection of Minimum
Corporate Income Tax (Global Minimum Tax) from large multinational corporate groups.

The Revenue Department invites stakeholders to provide opinions and suggestions on the
draft law between March 1 to March 15, 2024, using the comment form available on the
central legal system website or the Revenue Department's website.

UAE specified timeframes for Corporate Tax Registration:- UAE Federal Tax
Authority Decision No. 3 of 2024

The Federal Tax Authority (FTA) has established specific timelines for Taxable Persons
subject to Corporate Tax to complete registration with the FTA in order to ensure
compliance with tax regulations. Effective March 1, 2024, a new FTA Decision has been
enacted to delineate the registration deadlines for corporate tax, which are applicable to both
juridical and natural persons, whether resident or non-resident. The Decision, a juridical
person classified as a Resident Person, whether incorporated, established, or otherwise
recognized prior to March 1, 2024, must initiate the process of Corporate Tax registration
within designated timeframes as follows:

Month of License Issuance (The yearDeadline to apply for Corporate Tax
the license was issued is irrelevant) |Registration

January or February May 31, 2024

March or April June 30, 2024

May July 31, 2024

June August 31, 2024

July September 30, 2024

August or September October 31, 2024

October or November November 30, 2024

December December 31, 2024

Where a person does not have a Licence at}3 months from the effective date of this
the effective date of this Decision Decision
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Furthermore, if a juridical person holds multiple licenses, the deadline for registration is
determined based on the issuance date of the earliest license, establishing the maximum
timeframe for submitting the Corporate Tax registration application. Additionally, the
Decision stipulates that a juridical person categorized as a Resident Person, incorporated,
established, or otherwise recognized under the laws of another country or foreign
jurisdiction, and effectively managed and controlled in the UAE on or after March 1, 2024,
must commence the registration for Corporate Tax within three months from the conclusion
of their Financial Year.

Dubai introduces 20% annual tax on foreign banks:- Official post by Dubai
Media Office dated 7th March 2024

Mohammed bin Rashid, the ruler of Dubai, has implemented legislation concerning taxation
for foreign banks operating within the emirate. This law encompasses all foreign banks,
including those situated within special development zones and free zones, with an exemption
granted to foreign banks licensed to operate within the Dubai Financial Center, concerning
income derived from operations within or through the center.

As per the law, foreign banks are subject to an annual tax rate of 20% on their taxable
income. However, if a foreign bank fulfills its tax obligations under the Corporate Tax Law
outlined in Federal Decree Law No. (47) of 2022, the applicable percentage is reduced by the
corporate tax rate. Further, the legislation also outlines procedures for determining taxable
income, guidelines for tax return submission and payment, protocols for auditing tax returns
and voluntary declarations, as well as duties and procedures pertaining to the tax audit
process. Specifically, it delineates the rights of entities subject to tax audits, namely foreign
banks and their branches licensed by the Central Bank of the United Arab Emirates to
operate within Dubai.

Italy says global minimum tax on multinationals set to fail:- News Report

Italy's Economy Minister, Giancarlo Giorgetti, expressed apprehension regarding the
potential failure of a plan for a global minimum tax on multinational corporations. He
conveyed his concerns, stating that this impression was formed during his participation in
G7 and G20 meetings. Recently, Washington and five European nations agreed to extend a
temporary ceasefire over digital services taxes for six months, aiming to provide additional
time for negotiations on international tax arrangements concerning major corporations.
Italy, holding the presidency of the Group of Seven this year, is deeply invested in these
discussions and aims to facilitate progress during its tenure. Rome is particularly worried
about potential scenarios, including another extension of the digital tax ceasefire or, in a
worst-case scenario, the United States withdrawing from the negotiations. The global
minimum tax deal primarily targets U.S.-based digital behemoths, with one aspect aiming to
redistribute taxing rights on approximately $200 billion in profits to countries where these
companies operate.

The second component endeavors to ensure that companies with revenues exceeding 750
million euros ($820.65 million) are subject to a global minimum tax rate of 15%, enabling
governments to impose additional taxes on income earned in jurisdictions with lower tax
rates. However, implementation of the second component faces challenges, especially as the
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United States grapples with securing ratification in Congress. The extension of the digital tax
ceasefire, announced on February 15, effectively postponed the threat of U.S. retaliatory
tariffs against unilateral digital services taxes in Europe until June 30. Initially slated to
expire at the end of 2023, this extension was vital in averting potential trade disputes.
Previously, the U.S. Trade Representative's office (USTR) had warned of imposing 25%
tariffs on over $2 billion worth of imports from Italy, Austria, Britain, France, Spain, and
Turkey, encompassing a range of products from cosmetics to handbags. This action followed
the USTR's investigation, which concluded that digital services taxes were discriminatory
and primarily targeted U.S. tech giants such as Meta, Alphabet, Amazon.com, and Apple.

US Govt. proposes new Crypto Regulation, including a Mining Tax And 'Wash
Sale Rule':- News Report

President Joe Biden's budget proposal for fiscal year 2025 comprehensively addresses
various aspects of the American economy. Noteworthy among its provisions are the
delineations regarding new tax measures and regulatory frameworks for the cryptocurrency
sphere. Specifically, the Biden administration has outlined plans to impose an excise tax on
cryptocurrency mining activities. This tax would apply to any entity utilizing computing
resources, whether self-owned or leased, for the purpose of mining digital assets. The
proposed excise tax amounts to 30% of the electricity costs incurred during digital asset
mining. Should this measure be enacted, miners would be required to report their electricity
consumption for taxation purposes, in addition to the existing capital gains tax levied upon
the sale of tokens. The implementation of this tax would be staggered over three years, with
rates starting at 10% in the first year, escalating to 20% in the second year, and reaching the
full 30% in the third year. According to the Treasury Department, the surge in energy
consumption resulting from the expansion of digital asset mining has adverse environmental
ramifications and potential implications for environmental justice, along with the prospect of
elevating energy prices for regions sharing an electricity grid with digital asset miners.
Moreover, digital asset mining introduces uncertainty and risks for local utilities and
communities due to the volatile and mobile nature of mining activities. Projections from the
White House indicate that this tax could generate $302 million in revenue during its
inaugural year and approximately $7.7 billion over the ensuing decade.

Additionally, the budget proposal addresses the issue of wash trading, a practice
synonymous with market manipulation, by proposing revisions to the tax code's anti-abuse
regulations. Under this proposal, the tax advantages associated with wash trading would
only be retained if the asset is sold and not repurchased within a 30-day window. This
adjustment aims to disincentivize participation in wash trading activities and consequently
enhance tax revenue. The Biden administration forecasts that these regulatory changes could
yield nearly $26 billion in revenue over the next ten years. However, the proposed budget
has encountered significant opposition from Republican lawmakers. Given the contentious
nature of budgetary matters in politics, it is expected that the proposal will undergo revisions
before finalization.
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6.

Capital gain tax exemption on disposal of capital assets situated outside
Malaysia provided to Residents:- Malaysian Minister of Finance vide Income
Tax (Exemption) (No. 3) Order 2024 dated 29 February 2024

Malaysia published the Income Tax (Exemption) (No. 3) Order 2024 in the Official Gazette.
This order provides an exemption from capital gains tax to companies, limited liability
partnerships, trust bodies, and cooperative societies residing in Malaysia for gains arising
from the disposal of capital assets located outside Malaysia. This order is effective from
January 1, 2024, until December 31, 2026, aligning with the expiration date of certain
exemptions on foreign-source income implemented in 2022.

Exemption:

e The Minister grants an exemption from income tax payment to companies, limited
liability partnerships, trust bodies, and cooperative societies domiciled in Malaysia for
gains or profits realized from the disposal of capital assets located outside Malaysia,
received in Malaysia during the basis period for an assessment year, subject to
conditions outlined.

e To qualify for this exemption, the aforementioned entities must adhere to conditions
specified. These conditions necessitate two criteria i.e., the employment of a sufficient
workforce in Malaysia and the incurrence of substantial operating expenditures within
the country.

e Deductions pertaining to the income exempted are not considered in calculating the
chargeable income of the aforementioned entities.

e Notably, this exemption does not absolve the aforementioned entities from fulfilling
obligations such as submitting returns or statements of accounts or providing necessary
information as required by the Act.

Gains or Profits from Disposal of Intellectual Property Rights:

e Gains or profits derived from the disposal of intellectual property rights are excluded
from the calculation of gains or profits from the disposal of capital assets provided that
the entity is the owner or licensee of the intellectual property rights.

e The term "intellectual property rights" encompasses rights arising from various forms of
intellectual property, including patents, copyrights, trademarks, industrial designs, and
others, whether registered or unregistered.

Non-application: This order does not extend to individuals engaged in banking, insurance,

sea transport, or air transport businesses.

UAE publishes corporate tax guide on taxation of partnerships:- UAE's
Corporate tax guide on partnership taxation dated 4th March 2024

The Ministry of Finance, UAE, has recently issued a corporate tax guide specifically focused

on partnership taxation. This guide is tailored to provide detailed insights into the taxation
principles governing partnerships under the Corporate Tax Law. Its primary objectives are:
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(a) To offer a comprehensive overview of how partnerships are treated within the
framework of the Corporate Tax Law,

(b) To elucidate the application of Corporate Tax Law provisions to partnerships and their
respective partners, including specialized considerations for partnerships and the tax
implications associated with common occurrences,

(c) To provide guidance on the registration process, filing obligations, compliance
g 8 p
procedures, and other pertinent tax responsibilities applicable to partnerships and their
partners.

This guide targets individuals involved in business endeavors within the UAE through
partnership structures, trusts, or analogous associations among individuals. Moreover, it
addresses the tax treatment of foreign partnerships and the distributive share of income
received by partners from such entities.

8. UAE releases public consultation on implementation of Global Minimum Tax:-
News Report

The UAE Ministry of Finance (MoF) has officially launched a digital public consultation
aimed at gathering input from relevant stakeholders regarding the implementation of the
Global Minimum Tax (GMT) or Global Anti-Base Erosion Model Rules (Pillar Two), as well
as other tax-related matters in the UAE. This consultation period will run from March 15th,
2024, to April 10th, 2024, and interested parties can participate via the Ministry’s website or
the UAE’s Government Portal.

The purpose of this digital consultation is to engage with a wide range of stakeholders,
including multinational companies operating in the UAE, advisors, service providers, and
investors. It is divided into two main sections:

(i) stakeholders are invited to share their perspectives on various policy design options for
implementing the Globe Rules in the UAE, particularly focusing on the development of
a domestic minimum tax. The Organisation for Economic Co-operation and
Development (OECD) has provided the Globe rules as a model legislation for
jurisdictions looking to adopt these regulations.

(i) the consultation seeks to gather feedback on the potential introduction of substance-
based incentives within the UAE Corporate Tax Regime. To facilitate understanding
and informed feedback, the Ministry has issued a briefing document on the Global
Minimum Tax alongside the consultation.

The UAE Ministry of Finance encourages stakeholders to provide clear and concise
comments, supported wherever possible by examples, data, or other relevant information.
Responses must be submitted by April 10th, 2024, through the Ministry’s website, and all
submissions will be treated confidentially and not be published.

9. Australia unveils minimum 15% tax rate for multinationals:- News report
Australia announced its intention to implement a minimum tax of 15 percent on

multinational corporations, with the aim of ensuring these entities contribute their fair share
to the nation's tax revenue. Treasurer Jim Chalmers emphasized the principle that
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10.

11.

multinational companies generating profits within Australia should be subject to taxation
within the country itself. Draft legislation outlining these measures was presented, with the
government targeting passage by July.

While the anticipation of such regulations was previously indicated, the actual legislation
could wield significant repercussions for the largest mining and energy conglomerates
globally. It is anticipated that influential industry groups may contest these measures, as
they build upon a broader international endeavor aimed at curbing tax avoidance strategies
commonly employed by large corporations. This initiative aligns with a global movement
endorsed by over 140 nations, facilitated by the OECD, to enforce a minimum tax on
multinational corporations. Australia, renowned for its substantial exports of coal, gas, and
iron ore — vital resources in steel production — alongside abundant reserves of nickel,
uranium, and rare earth minerals, is poised to implement these measures within its
economic framework. Despite Australia's relatively high nominal corporate tax rate of 30
percent, advocacy groups contend that many corporations effectively evade significant tax
liabilities, sometimes resulting in minimal contributions or even complete exemption from
taxation.

OECD mulls using Risk Assessment Tool for Global Tax Deal:- News
Report dated 28th March 2024

The Organization for Economic Cooperation and Development (OECD) is actively exploring
the possibility of leveraging an existing tool to enhance tax certainty for taxpayers affected by
the global minimum tax and other provisions within the broader global tax agreement.
Specifically, taxpayers have expressed interest in understanding how the international
compliance assurance program (ICAP) could play a role in providing greater tax certainty as
countries implement the 15% global minimum tax.

The ICAP is a voluntary risk assessment and assurance programme to facilitate open and co-
operative multilateral engagements between multinational enterprises (MNEs) groups
willing to engage actively and transparently and tax administrations in jurisdictions where
they have activities and is also a well-established tool used by tax administrations to assess
and manage tax risks associated with MNEs. As countries worldwide work on implementing
the global minimum tax, the ICAP’s potential role in enhancing tax certainty is under
scrutiny. This initiative aligns with broader efforts to enhance tax transparency, fairness, and
cooperation among nations.

US introduces bipartisan legislation to eliminate tax breaks for corporate
consolidation: - US Senators vide Press Release dated 21 March 2024

U.S. Senators Sheldon Whitehouse (D-RI) and JD Vance (R-OH) have introduced the Stop
Subsidizing Giant Mergers Act, a bill aimed at eliminating tax-free mergers and taxpayer
subsidies for acquisitions that consolidate corporate power. When one corporation is
acquired by or merges with another, the acquiring company typically incurs taxes on the
appreciated gain of stocks and/or assets held by the target company. However, there exists a
significant exemption in the complex tax code for certain types of mergers. If a corporate
reorganization is structured such that the acquiring company exchanges stock, then the
appreciation in the value of the target company's stocks and/or assets may be entirely tax-
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exempt. In simpler terms, neither the corporation nor its shareholders may be liable for
taxes on the increased value at the time of sale. While the tax liability is deferred rather than
absolved, the corporation and its shareholders may effectively evade taxes indefinitely.

Further, this tax-free arrangement is commonly utilized by large corporations to evade tax
obligations. The Stop Subsidizing Giant Mergers Act seeks to eliminate this tax-free
treatment for corporate mergers and acquisitions involving companies with combined
average annual gross receipts exceeding $500 million over the past three years. The
legislation includes provisions for exemptions in the case of mergers involving small
businesses, and corporations undergoing internal reorganizations would still be able to do so
without incurring tax liabilities.

(This space has intentionally been left blank)
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