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“A vacation is having nothing to do and all day to do it in"

Paras Savla
President
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| SPECIAL STORY | Income Computation and Disclosure Standards  | 

Overview of The Income Computation and  
Disclosure Standards

1 Background
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Title ICDS AS 
(ICAI)

IND-
AS

2. Impact of Changes
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3 Accounting policies – ICDS-1

AS-1(1996) :

ICDS-1: 
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3.2 AS-1 (1996) - Fundamental Accounting 
Assumptions

3.3 Changes in Accounting Policies
AS-2(1996) :

ICDS-1 :

3.4 Disclosure of accounting policies

3.5 Transitional Provision

4. To sum up
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| SPECIAL STORY | Income Computation and Disclosure Standards  | 
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Valuation of Inventories: Income Computation and 
Disclosure Standard II (ICDS II)

Scope of the standard

Measurement of inventories

Costs of purchase

(other than 
those subsequently recoverable by the enterprise 
from the taxing authorities)
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'D' Raj 
Petro Specialities Private Limited vs. Assistant 
Commissioner of Income-Tax, 10(2), Mumbai [2013] 
34 taxmann.com 76 (Mumbai-Trib.).

qua

Chainrup Sampatram vs. CIT [1953] 24 
ITR 481 (SC)

Cost of services
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Techniques for the measurement of cost

Value of opening inventory

CIT vs. British Paints India Ltd. [1991] 188 ITR 44 
(SC)

Dy. CIT vs. 
Daman Ganga Paper Ltd.)

Change of method of valuation of 
Inventory

Valuation of inventory in case of 
certain dissolutions

Madhu Rani Mehra vs. Commissioner of 
Income-tax [2011] 10 taxmann.com 126 (Delhi) 
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Transitional provision

Conclusion
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ICDS-III relating to Construction Contracts

Background

Champion 
Construction Co vs. ITO (5 ITD 495) (Mumbai 
Tribunal), CIT vs. V. S. Dempo and Co. P. Ltd. (131 
CTR 203) (Bombay HC), Abode Construction Ltd. vs. 
ITO (2 SOT 27) (Mumbai Tribunal)

Brief introduction on ICDS-III relating 
to Construction Contracts
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Points of similarities and diversion 
with normal AS

Key deviations from ICAI AS-7

Sr. 
No.

Relevant Aspect Position under AS-7 Position under ICDS
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Sr. 
No.

Relevant Aspect Position under AS-7 Position under ICDS

Key issues arising upon 
implementation of ICDS-III 

Applicability

Threshold for Revenue Recognition
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vis-à-vis

Service Concession Arrangements

Recognition of Retention Money on POCM basis

CIT vs. Simplex 
Concrete Tiles India Pvt. Ltd. (179 ITR 8) (Calcutta 
HC), CIT vs. East Coast Constructions & Industries 
Ltd. (283 ITR 297)(Madras HC), CIT vs. Associated 
Cables Pvt. Ltd. (286 ITR 596)(Bombay HC), CIT vs. 
P&C Constructions Pvt Ltd (318 ITR 113)(Madras 
HC)

E. D. Sassoon & Co. Ltd. 
(26 ITR 27) and Godhra Electricity Co. Ltd. vs. 
CIT (225 ITR 746)

Provision for anticipated losses

CIT vs. Triveni 
Engineering & Industries Ltd. (336 ITR 374) (Delhi 
HC), CIT vs. Advance Construction Co. Pvt. Ltd. 
(275 ITR 30) (Gujarat HC), Jacobs Engineering India 
Pvt. Ltd. (14 taxman.com 186) (Mumbai Tribunal).
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Pre-construction income in the nature of inter-
est, dividend or capital gains not to be reduced 
from cost of construction

Tuticorin Alkali Chemicals 
and Fertilizers Limited vs. CIT (227 ITR 172)

CIT vs. Bokaro 
Steel Ltd. (236 ITR 315)

Capitalisation of Borrowing Costs related to 
construction contracts

inter alia

vide
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India Cements 
Ltd. vs. CIT (60 ITR 52) (SC), DCIT vs. Core 
Health Care Ltd. (215 CTR 1) (SC), Calico Dyeing 
and Printing Works vs. CIT (34 ITR 265) (Bombay 
HC), DCIT vs. Thakker Developers (115 TTJ 841) 
(Pune Tribunal), CIT vs. Lokhandwala Construction 
Industries Ltd. (260 ITR 579) (Bombay HC)

prima facie

No guidance regarding decrease in contract rev-
enue due to damages, variation, etc.

Some other issues

Transitional Provisions
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ICDS vis-à-vis the Ind AS (IFRS) regime

MAT impact

Conclusion

Disclaimer: Please note that the above views are 
personal views of the author.
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ICDS IV - Revenue Recognition
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Sale of goods
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Rendering of services

mutatis 
mutandis
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mutatis mutandis

Use of resources by others yielding 
interest, royalties or dividends
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| SPECIAL STORY | Income Computation and Disclosure Standards  | 

Conclusion
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Income Computation and Disclosure Standard V– 
Tangible Fixed Assets

Introduction

Comparison with AS

Treatment of machinery spares
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insurance 
spares

Components of cost

Inspection costs

Whilst the 
ICDS is silent on the treatment of inspection 
cost, it states that any expenditure which 

beyond its previously assessed performance, 
the same can be added to asset cost. Since 
inspection cost does not normally increase 

permitted under ICDS to be added to the cost. 

Changes in decommissioning, 
restoration and similar liabilities

Period of capitalization

including the expenditure incurred 
on test runs and experimental production, is 
usually capitalized as an indirect element of 
the construction cost. However, the expenditure 
incurred after the plant has begun commercial 
production,

revenue expenditure

interval between the readiness 
of the project to commence its production 
and the commencement of actual production.

expensed off or deferred over a period of 3-5 
years after the commencement of commercial 
production. ICDS is silent
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post completion of test runs and pending 
commencement of commercial production. 

Self-constructed assets and assets 
acquired by exchange 

that the asset acquired shall be recorded at its 
own fair value. 

Cost of improvements and repairs

Revaluation of assets
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Compensation for impairment

Assets held for disposal

Valuation of assets in special cases

hire purchase

jointly 
owned assets

consolidated 
price

Disclosure requirements

covered by ICDS V 

Capitalization of borrowing costs

“interest 
paid in respect of capital borrowed for the purposes of 
the business”

“interest 
paid, in respect of capital borrowed for acquisition 
of an asset for extension of existing business or 
profession...” 
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Effects of foreign exchange differences

currently, exchange 
differences relating to loan taken for purchase of 
assets from India (local assets) are not adjusted 
to the cost of asset since section 43A only deals 
foreign assets High Courts 
have held that such exchange difference is 
capital in nature and not deductible as revenue 
expenditure Kerala HC in the case of Cochin 

ICDS exchange losses on monetary 
items to be recognized as expense and gains 
to be recognized as income.

Impact on current tax position

trial run expense to 
be capitalised.

Expenditure incurred on trial 
runs should be capitalized - Gujarat HC case of 

Impact on deferred taxes

MAT impact
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Income Computation and Disclosure Standard VII – 
Government Grants

Introduction

Comparison with AS 

Grants in the nature of promoters’ 
contribution

capital approach income 
approach 
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Accordingly, the existing 
practice of accounting for such Government 
grants as a part of Capital Reserve may not be 
permissible anymore for tax purposes. 

Grants related to revenue

Grants related to non-depreciable 
assets

Grants related to depreciable assets

Grants related to non-monetary assets

Grants for compensation of expense / 
loss

Refund of grants 
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Disclosures

In this context it is pertinent to note that para 
4.2 of the ICDS requires that recognition of 
Government grants shall not be postponed 
beyond the date of actual receipt. 

Impact on current tax position

Supreme Court
Ponni Sugars & Chemicals Ltd. 

& Ors. [260 ITR 605] and Sahney Steel & Press 
Works Ltd. [228 ITR 253]

Even though the current ICDS does not contain 
anything specific on grants in the nature of 
promoters’ contribution, it has a residuary category 
where such grants will get covered and will be 
charged to revenue based on matching cost principle. 
However, ICDS is subject to the Act and hence, 
Supreme Court judgments on the issue will need to 
be matched to the facts of the case and tax positions 
will need to be taken accordingly.

Impact on deferred taxes

MAT impact 
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Securities (ICDS VIII) and Effects of Changes in 
Foreign Exchange Rates (ICDS VI)

Introduction

(emphasis 
supplied) 

ICDS VIII – Securities

* The views expressed herein are the personal views of the author and not those of his employer.
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Explanation:
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Table showing comparison at category level versus individual security level

Category/ Security Cost (`) Net realisable 
value (`)

Lower of cost or 
NRV at security 

level under GAAP 
(`)

Lower of cost or 
NRV at category 

level under ICDS (`)

Shares

Total for shares
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ICDS VI – Effects of changes in 
foreign exchange rates

A.  Transactions in foreign currencies
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`
`

`

` `

B. Forward exchange contracts

`

`
` ` `
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` `

`

`

C.  Foreign operations

Conclusion
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Income Computation and Disclosure Standards (ICDS) IX 
– Borrowing Cost

Overview

vide

inter alia
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Differences between the AS 16 and ICDS IX and implications, if any, thereof
As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Borrowing costs

Exchange differences arising 
from foreign currency 
borrowings to the extent 
that they are regarded as an 
adjustment to interest costs.

Borrowing Costs

and include
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Any expenditure (not being 
expenditure of the nature described 
in sections 30 to 36 and not being in 
the nature of capital expenditure or 
personal expenses of the assessee), 
laid out or expended wholly and 
exclusively for the purposes of the 
business or profession shall be allowed 
in computing the income chargeable 
under the head “Profits and gains of 
business or profession”.
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Qualifying asset Qualifying asset
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Borrowing Costs Eligible 
for Capitalisation: Specific 
borrowing

less any income on the 
temporary investment of those 
borrowings.

Para 5 
 

for 
the purpose of
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Borrowing Costs Eligible for 
Capitalisation: General borrowing

determined by applying 
a capitalisation rate to the 
expenditure on that asset. 

weighted average of the 
borrowing costs applicable to 
the borrowings of the enterprise 
that are outstanding during the 
period

Para 6 

and utilised 
for the purposes

shall be computed with the 
following formula:

A 

relatable to 

B
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

C
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

out 
of specific borrowing

Commencement of Capitalisation

all the following conditions 

Expenditure

Para 7

a)
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Suspension of Capitalisation

b)

Cessation of Capitalisation

substantially all the 
activities

intended use
are complete.

Para 8

when such asset is 
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As per Accounting Standard 16 As per ICDS IX Implications of change, if any

Para 9

Para 10

after taking into 
account the amount of borrowing 
costs capitalised, if any, for the 
same borrowing for any previous 
year ending on or before 31st day 
of March, 2015.

Deferred Tax

Conclusion
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Income Computation and Disclosure Standard X 
relating to Provisions, Contingent Liabilities and 

Contingent Assets
1.0 Introduction
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2.0 Scope exclusion 

2.2 Onerous Contract

“Provision”

“Liability”

“Obligating event”

“Contingent liability”
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“Contingent asset”

“Executory contracts” 

“Present obligation”

“Possible obligation”

“A restructuring”

PROVISIONS

4.0 Recognition of Provisions
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5.0 Measurement of provisions

6.0 Use of Provisions

7.0 Provision for capital expenditure

8.0 Provision for restructuring

9.0 Reimbursements

‘reasonably 
certain’
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‘virtually certain’

10.0 Review of provisions

‘reasonably 
certain’

‘probable’ 

11.0 Disclosure in respect of provisions 

CONTINGENT LIABILITIES

12.0 Recognition of contingent liabilities
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13.0 Disclosure of contingent liabilities

CONTINGENT ASSETS

14.0 Recognition of contingent assets

‘reasonably certain’ 

‘virtually certain’. 

15.0 Measurement of assets (upon 
satisfaction of recognition norm)

16.0 Review of assets recognised under 
this ICDS

‘reasonably certain’

17.0 Disclosure in respect of assets 
recognised under the ICDS
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18.0 Transitional provisions

19.0 Judicial precedents

“The law is settled; if a business liability 
has definitely arisen in the accounting year, 
the deduction should be allowed although 
the liability may have to be quantified and 
discharged at a future date. What should 
be certain is the incurring of the liability. 
It should also be capable of being estimated 
with reasonable certainty though the actual 
quantification may not be possible. If these 

a contingent one. The liability is in present 
though it will be discharged at a future date. 
It does not make any difference if the future 
date on which the liability shall have to be 
discharged is not certain.”

“(i) For an assessee maintaining his 
accounts on mercantile system, a liability 
already accrued, though to be discharged at 
a future date, would be a proper deduction 
while working out the profits and gains of 
his business, regard being had to the accepted 
principles of commercial practice and 
accountancy. It is not as if such deduction is 
permissible only in case of amounts actually 
expended or paid;

 (ii) Just as receipts, though not actual receipts 
but accrued due are brought in for income-
tax assessment, so also liabilities accrued due 
would be taken into account while working out 

 (iii) A condition subsequent, the fulfilment 
of which may result in the reduction or even 
extinction of the liability, would not have 
the effect of converting that liability into a 
contingent liability.
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a particular year may properly deduct not only 
the payments actually made to his employees 
but also the present value of any payments in 
respect of their services in that year to be made 
in a subsequent year if it can be satisfactorily 
estimated”.

“10. What is a provision? This is the question 
which needs to be answered. A provision is a 
liability which can be measured only by using 
a substantial degree of estimation. A provision 
is recognized when: (a) an enterprise has a 
present obligation as a result of a past event; 

will be required to settle the obligation; and (c) 
a reliable estimate can be made of the amount 
of the obligation. If these conditions are not 
met, no provision can be recognized.

arising from past events, the settlement of 

the enterprise of resources embodying economic 

 12. A past event that leads to a present 
obligation is called as an obligating event. 
The obligating event is an event that creates 
an obligation which results in an outflow of 
resources. It is only those obligations arising 
from past events existing independently of 
the future conduct of the business of the 
enterprise that is recognized as provision. For 
a liability to qualify for recognition there must 
be not only present obligation but also the 

that obligation. Where there are a number of 

obligations (e.g. product warranties or similar 

be required in settlement, is determined by 
considering the said obligations as a whole. 
In this connection, it may be noted that in 
the case of a manufacture and sale of one 
single item the provision for warranty could 
constitute a contingent liability not entitled 
to deduction under s. 37 of the said Act. 
However, when there is manufacture and sale 
of an army of items running into thousands 
of units of sophisticated goods, the past event 
of defects being detected in some of such items 
leads to a present obligation which results 
in an enterprise having no alternative to 
settling that obligation. In the present case, the 
appellant has been manufacturing and selling 
valve actuators. They are in the business from 
asst. yr. 1983-84 onwards. Valve actuators are 
sophisticated goods. Over the years appellant 
has been manufacturing valve actuators in 
large numbers. The statistical data indicates 
that every year some of these manufactured 
actuators are found to be defective. The 
statistical data over the years also indicates 
that being sophisticated item no customer 
is prepared to buy valve actuator without a 
warranty. Therefore, warranty became integral 
part of the sale price of the valve actuator(s). 
In other words, warranty stood attached to 
the sale price of the product. These aspects 
are important. As stated above, obligations 
arising from past events have to be recognized 
as provisions. These past events are known as 
obligating events. In the present case, therefore, 
warranty provision needs to be recognized 
because the appellant is an enterprise having 
a present obligation as a result of past events 

reliable estimate can be made of the amount of 
the obligation. In short, all three conditions for 

case.”
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20.0 Impact on Book Profit Tax and 
Deferred Tax

21.0 Conclusion
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DIRECT TAXES 
Supreme Court

Advocate

S. 80HHC: It is a prerequisite that there 

JEYAR Consultant & Investment Pvt. Ltd. vs CIT, 
Madras [CIVIL APPEAL NO. 8912 of 2003, dated 1st 
April, 2015]

IPCA A.M. Moosa 
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CIT vs. M/s. Veena Developers [SLP (c) No.22450/2011 
arising out of the order of the Bombay High Court dated 
28th February, 2011]
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REPORTED

1. Charitable Trust – Section 11 
of the Income-tax Act, 1961 – denial 
of exemption under section 11 as 
regular classes were not conducted, 
hence, not an educational institution 
within the meaning of section 2(15) 
of the Act – unjustified
ITO vs. Science Olympiad Foundation (2015) 117 
DTR (Del.) (Trib.) 291

2. Capital Gains – Section 50C 
of the Income-tax Act, 1961 – mere 
report of DVO estimating higher 
value of property cannot be 
considered as an evidence of actual 
full value of consideration received 
or accruing as a result of transfer of 
capital asset
ITO vs. Prem Chand Mittal (2015) 56 taxmann.
com 52 (Delhi-Trib.)

`

DIRECT TAXES
Tribunal

Advocates
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`

`

` 

` 

UNREPORTED

3. Charitable Trust – Section 12 
AA of the Income-tax Act,  1961 – 
Registration – Cannot be refused to 
a trust which applies its income for 
charitable purposes outside India. 
A.Y.: 2012-13
Critical Art & Media Practices vs. DIT (E) – 
[I.T.A. No.: 736 / Mum / 2013; Order dated: 11-
3-2015; Mumbai Bench]

4. Income from House Property 
– Section 24(b) of the Income tax 
Act, 1961 – Deduction – Interest-free 
loan taken for purchase immovable 
property repaid from interest-bearing 
refundable deposits received from 
tenants is deemed to be ‘borrowed 
capital’ and interest paid on such 
deposits is deductible under section 
24(b) of the Act. A.Y.: 2009-10
ITO vs. Structmast Relator (Mumbai) (P.) Ltd. 
– [I.T.A. No.: 6920 / Mum / 2012; Order dated: 
25.03.2015; Mumbai Bench]
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5. Capital Gain – Sections 54 B 
and 54F of the Income-tax Act, 1961 
– Exemption under sections 54B and 
54F are not mutually exclusive and 
independent of each other. A.Y. 2009-10
Koganti Venkata Ramaiah vs. Asstt. CIT - [I.T.A. 
No.: 133 / Vizag / 2014; Order dated 4-3-2015; 
Visakhapatnam Bench]
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NOTIFICATIONS

Section 145 of the Income-tax Act, 
1961 - Method of accounting - Income 
Computation and Disclosure Standard 
I relating to accounting policies

Income-Tax (Fourth Amendment) Rules, 
2015 – Advance Pricing Agreement – 
Amendment in Rule 10MA

PAN/TAN for new Company- Apply in 
Form INC-7 – No Separate application 
required

DIRECT TAXES 
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Amendment to Rule 2BB specifying 
transport allowance exemption u/s 
10(14) w.e.f. April 1, 2015; Increases 
transport allowance exemption to  
` 1,600 per month from ` 800; Also, 
doubles the exemption limit for 
'blind or orthopedically handicapped 

employees' from ` 1,600 per month to  
` 200 per month

`
`

` `

Income-Tax (Seventh Amendment) 
Rules, 2015 - Amendment in Rule 12 
And Substitution of Forms SAHAJ 
(ITR-1), ITR-2, SUGAM (ITR-4S) AND 
ITR-V 

Table

Sl. Person Condition Manner of furnishing return 
of income 

(i) (ii) (iii) (iv)
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Sl. Person Condition Manner of furnishing return 
of income 

(i) (ii) (iii) (iv)
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Sl. Person Condition Manner of furnishing return 
of income 

(i) (ii) (iii) (iv)
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CIRCULARS

Section 17B of The Wealth-Tax Act, 
1957 - Return of Wealth - Interest 
For Defaults in Furnishing of - 
Chargeability of Interest Under Section 
17B on Self-Assessment Tax Paid 
Before Due Date of Filing of Return of 
net wealth

Section 2(42A) of The Income-Tax 
Act, 1961 - Capital Gains - Short-
Term Capital Assets - Capital Gains 
In Respect of Units of Mutual Funds 
Under Fixed Maturity Plans on 
Extension of Their Term

Provided

Provided
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Section 10(26Bbb) of the Income-Tax 
Act, 1961 - Corporation Established 
for welfare and economic upliftment 
of Ex-Servicemen - Requirement of 
Tax Deduction at Source in Case of 
Corporations whose Income is Exempt 
under section 10(26Bbb) - Exemption 
thereof  

PRESS RELEASE

Section 90 of the Income-tax Act, 
1961 – Double Taxation Agreement 
– Claim of Treaty Benefits by FIIS 
under Provisions of Double Taxation 
Avoidance Agreements 
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INTERNATIONAL TAXATION 
Case Law Update

Advocate

A] HIGH COURT JUDGMENTS

I. In the absence of any allegation 
on perversity, no substantial question 

the Tribunal as to which companies are 
comparable and which are not.
CIT vs IVY Comptech Limited (ITA No. 707 of 2014) 
(Andhra Pradesh and Telangana High Court)

Facts

`

`

` `

Judgment
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II. Use of TNMM by assessee for 
benchmarking assessee’s transaction 
of ‘Provision of agency and marketing 
support services’ upheld. PSM adopted 
by TPO rejected. Revenue's observation, 
that the assessee was inadequately 
compensated as crucial functions on 
behalf of AEs was carried out by the 
assessee was a general one, unsupported 
by any independent material, and was 
based on the TPO’s belief, rather than 
objective fact based analysis. Held that 
assessee was a mere mediator with 
limited risk and least capital employed.
CIT vs Marubeni India Pvt. Ltd. (ITA No. 94 of 2015) 
(Delhi High Court)

Facts

Li & Fung (India) Pvt. Ltd. vs DCIT
`
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Judgment

III. Arm's length interest rate for loan 
advanced to foreign subsidiary by 
Indian company should be computed 
based on market determined interest 
rate applicable to currency in which 
loan has to be repaid. 4% interest rate 

charged by assessee on loan given to US 
subsidiary AE was at arm’s length
CIT v. Cotton Naturals (I) (P.) Ltd. (55 taxmann.com 
523) (Delhi High Court)

Facts
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Judgment

CIT vs. EKL Appliances Limited (2012) 345 ITR 241 
(Delhi).
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IV. When no approval was received 
from the RBI, income with regard to 
fees for technical services payable 
to the foreign entities could not be 
said to have accrued to the foreign 
entity. Further, as per the DTAA with 
Germany, Singapore and U.K., U.S.A., 
fees for technical services could be taxed 
only in the year in which the same was 
paid.
DIT(IT) vs. Booz Allen and Hamilton (India) Ltd. & 
Co. Kg.USA (ITA Nos. 1332, 1380, 1381, 1383, 1384, 
1398, 1478 of 2013) (Bombay High Court)

Facts

CIT vs. Kirloskar Tractor Ltd. (231 ITR 849), CIT 
vs. John Fowler (India) Ltd. (239 ITR 312)

Dorr-Oliver (India) Ltd. vs. CIT (234 ITR 
723)

DIT (International 
Taxation) vs. Siemens Aktiengesellschaft (I.T. Appeal 
No. 124 of 2010 dated 22nd Oct., 2012), 
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Judgment

B] TRIBUNAL JUDGMENTS

V. Royalty – Section 9(1)(vi) and 
Article 12 of Model OECD Convention 
- Outright purchase of technical know-
how could not be taxed as royalty and, 
therefore, provisions of section 195 
were not applicable – In favour of the 
assessee
ITO vs Heubach Colour (P.) Ltd [2015] 54 taxmann.
com 377 (Ahmedabad - Trib.)

Facts

Decision

Cases referred
i) Asia Satellite Telecommunications Co. Ltd. vs. 

DIT [2011] 332 ITR 340/197 Taxman 263/9 
taxmann.com 168 (Delhi) 

ii) CIT vs. Davy Ashmore India Ltd. [1991] 190 
ITR 626 (Cal.) 

iii) GE India Technology Centre (P.) Ltd. vs. 
CIT [2010] 327 ITR 456/193 Taxman 234/7 
taxmann.com 18 (SC) and

iv) Deepak Fertilizers & Petrochemicals Corpn. 
Ltd. vs. DDIT (International Taxation) [2014] 
63 SOT 111 (URO)/43 taxmann.com 132 
(Pune) 

VI. Payment of Insurance Survey Fees 
to Non-Resident Surveyors – Whether 
payment constitutes FTS u/s 9(1)(vii) 
– Application of Concept of “Make 
Available” – Held: Payments were 
not taxable as FTS – In favour of the 
Assessee
DDIT vs Bajaj Allianz General Insurance Co. Ltd. 
[2015] 55 taxmann.com 305 (Pune - Trib.)

Facts
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Decision
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VII. Section 206AA vis-a-vis section 
90(2) of the Act - Whether when TDS 
has been deducted on the strength of 

the provisions of section 206AA can 
be invoked by the Assessing Officer 
to insist on the tax deduction @ 20%, 
having regard to the overriding nature 
of the provisions of section 90(2) – 
Held: No; in favour of the assessee.
DDIT vs Serum Institute of India Ltd (2015-TII-50-
ITAT-PUNE-INTL)

Facts
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Decision

CIT vs. Eli Lily & Co., 2009-TII-
01-SC-INTL

GE India 
Technology Centre Pvt. Ltd. vs. CIT, 2010-TII-07-
SC-INTL

VIII. India-Morocco DTAA – Payment 
of Legal Consultancy Fees for initiating 
and or prosecuting anti-counterfeiting 
proceedings – Applicability of Article 
14: Independent Personnel Services” 
vs Applicability of Article 12 – Held: 
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Article 14 r/w Article 4 is applicable 
and that the payment was not taxable 
in the absence of Fixed Base in India – 
In Favour of the assessee
Kirloskar Proprietary Ltd. vs DCIT [2015] 54 
taxmann.com 344 (Pune - Trib.)

Facts 

Decision

Cases referred
i) Cedrick Jordan Da Silva vs. ITO (Intl. 

Taxation) [2014] 62 SOT 239/[2013] 40 
taxmann.com 477 (Panaji)

ii) IMP Power Ltd. vs. ITO [2006] 9 SOT 156 
(Mum.)
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INDIRECT TAXES 
Service Tax – Statute Update

Service Tax & CENVAT Credit amendments in the Finance Bill 2015 as passed 
by the Parliament 

1. Amendments to Service tax provisions relating to penalties

Original Finance Bill, 2015 Amended Finance Bill, 2015

S. 76 Penalty for failure to pay service tax S.76 Penalty for failure to pay service tax

and 
proceedings in respect of such service tax 
and interest shall be deemed to have been 
concluded;
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Original Finance Bill, 2015 Amended Finance Bill, 2015

Where the amount of penalty is increased 
by the Commissioner (Appeals), the Appellate 
Tribunal or the Court, as the case may be, over 
and above the amount as determined under 
sub-section (2) of section 73, the time within 
which the reduced penalty is payable under 
clause (ii) of the proviso to sub-section (1) in 
relation to such increased amount of penalty 
shall be counted from the date of the order of 
the Commissioner (Appeals), the Appellate 
Tribunal or the Court, as the case may be.

S.78. Penalty for failure to pay service tax for 
reasons of fraud, etc.

S.78. Penalty for failure to pay service tax 
reasons of fraud, etc.

Provided that in respect of the cases where 
the details relating to such transactions are 

beginning with the 8th April, 2011 up to 
the date on which the Finance Bill, 2015 
receives the assent of the President (both days 

the service tax so determined.
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Original Finance Bill, 2015 Amended Finance Bill, 2015

and proceedings in respect of such service 
tax, interest and penalty shall be deemed to be 
concluded;

Explanation.— For the purposes of this sub-
section, "specified records” means records 
including computerized data as are required 
to be maintained by an assessee in accordance 
with any law for the time being in force 
or where there is no such requirement, the 
invoices recorded by the assessee in the books 

records.

(3) Where the amount of service tax or penalty 
is increased by the Commissioner (Appeals), 
the Appellate Tribunal or the Court, as the 
case may be, over and above the amount as 
determined under sub-section (2) of section 
73, the time within which the interest and 
the reduced penalty is payable under clause 
(ii) of the second proviso to sub-section (1) in
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Original Finance Bill, 2015 Amended Finance Bill, 2015

relation to such increased amount of service 
tax shall be counted from the date of the order 
of the Commissioner (Appeals), the Appellate 
Tribunal or the Court, as the case may be.

the period of thirty days 
for the purpose of closure of proceedings on the 
payment of service tax and interest under clause 
(i) of the proviso to sub-section (1) of section 76 
or on the payment of service tax, interest and 
penalty under clause (i) of the second proviso 
to sub-section (1) of section 78, shall be counted 
from the date on which the Finance Bill, 2015 
receives the assent of the President.

Author’s note - Important changes to be noted
shall be deemed to be 

completed
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Note:
Readers must note that these amendments to the 
Finance Bill, 2015 are introduced and passed by 
the Parliament. The Finance Bill, 2015 with above 
amendments shall come into force from the date 
of receipt of assent of the President.

2. Utilization of Education Cess and 
Secondary & Higher Secondary 
Education Cess by manufacturer 

of these Cess on inputs and capital 
goods from 1-3-2015

received in 

received in

received 

by 

[Notification No.12/2015-Central Excise (N.T.), 
dated 30-4-2015]

Author’s note

3. Further Exemptions for specified 
insurance services

4. Clarification on applicability of 
revised rate of service tax
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INDIRECT TAXES 
Service Tax – Case Law Update

1. Services

Rent-a-cab Scheme Service

1.1 CC&CE, Meerut-I vs. R. S. Travels 2015 
(38) STR 3 (Uttarakhand)

Works Contract Service

1.2 Ahluwalia Contracts (India) Ltd. vs. CST, 
New Delhi 2015 (38) STR 38 (Tri-Del.)

per se

1.3 Larsen & Toubro Ltd. vs. CST, Delhi 2015 
(38) STR 266 (Tri.-LB)

1.4 Antony Garages Pvt. Ltd. vs. CCE, Raigad 
2015 (38) STR 49 (Tri-Mumbai)
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Outdoor Caterer Service

1.5 Masoji Caterers vs. CCE, Raipur-I 2015 
(38) STR 69 (Tri.-Del.)

Renting of Immovable Property Service

1.6 Vidarbha Cricket Association vs. CCE, 
Nagpur 2015 (38) STR 99 (Tri.-Mumbai)

Business Auxiliary Service

1.7 Hindustan Petroleum Corporation Ltd. 
vs. CCE, Mumbai 2015 (38) STR 131(Tri.-
Mumbai)
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1.8 C. J. Shah & Co. vs. CCE, Rajkot 2015 (38) 
STR 152(Tri.-Ahmd.)

Commercial Training or Coaching Service

1.9 Balaji Society vs. CCE, Pune-III 2015 (38) 
STR 139 (Tri.-Mumbai)

Storage and Warehousing Service

1.10 Inox Air Products Ltd. vs. CCE, Raigad 
2015 (38) STR 179(Tri.-Mumbai)

Commercial or Industrial Construction Service

1.11 Afcons Infrastructure Ltd. vs. CCE, 
Mumbai-II 2015 (38) STR 194 (Tri.-
Mumbai)

Management Consultancy Service

1.12 Konkan Synthetic Fibres vs. CCE, Raigad 
2015 (38) STR 403 (Tri.-Mumbai)

Club or Association Service

1.13 Matunga Gymkhana vs. CST, Mumbai 
2015 (38) STR 407 (Tri.-Mumbai)
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2.  Interest/Penalties/Others

2.1  Agrawal Construction vs. CCE&ST, 
Nagpur 2015 (38) STR 16 (Bom.) 

2.2  Barclays Technology Central India (P) Ltd. 
vs. CCE, Pune-III 2015 (38) STR 35 (Tri-
Mumbai) 

2.3  Sankhla Udyog vs. CCE&ST, Jaipur 2015 
(38) STR 62 (Tri.-Del.) 

2.4  CKP Mandal vs. CST, Mumbai-II 2015 (38) 
STR 73 (Tri.-Mumbai) 

2.5 CCE&ST, Bhavnagar vs. HK Dave Ltd. 
2015 (38) STR 77 (Tri.-Ahmd.) 

2.6 CST, Chennai vs. Lawson Travel & Tours 
(I) Pvt. Ltd. 2015 (38) STR 227 (Mad.) 

2.7 CCE, Lucknow vs. Mahendra Engineering 
Ltd. 2015 (38) STR 233 (All.) 
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3.  CENVAT Credit

3.1 Palmtech Institutions India Pvt. Ltd. vs. 
CCE&ST, Jaipur 2015 (38) STR 54 (Tri-
Del.)

3.2 Inox Air Products Ltd. vs. CCE, Raigad 
2015 (38) STR 79 (Tri.-Mumbai)

3.3  CCCE&ST Goa vs. Ratio Pharma India P. 
Ltd. 2015 (38) STR 83 (Tri.-Mumbai)

3.4  Liugong Indian Pvt. Ltd. vs. CCE & ST 
Indore 2015(38) STR 96 (Tri.-Del.)

3.5  Hindustan Coca Cola Beverages Pvt. Ltd. 
vs. CCE, Nashik 2015 (38) STR 129 (Tri-
Mumbai)

3.6 Tata Management Training Centre vs. 
CCE, Pune-III 2015 (38) STR 157 (Tri.-
Mumbai)

3.7  Willis Processing Services (I) Pvt. Ltd. vs. 
CCE, Mumbai-II 2015 (38) STR 169 (Tri.-
Mumbai)
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3.8 Novozymes South Asia Pvt. Ltd. vs. CCE, 
Bangalore 2015 (38) STR 204 (Tri.-Bang.)

3.9  Gammon India Ltd. vs. CCE&ST, 
Vadodara 2015 (38) STR 211 (Tri.-Ahmd.)

3.10 Rathi Daga vs. CCE, Nashik 2015 (38) STR 
213 (Tri.-Mumbai)

` 

`

`

`

3.11 Rathi Daga vs. CCE, Nashik 2015 (38) STR 
213 (Tri.-Mumbai)

3.12 CST, Mumbai-II vs. J. P. Morgan Services 
India Pvt. Ltd. 2015 (38) STR 410 (Tri.-
Mumbai)

3.13 Mawana Sugars Ltd. vs. CCE&ST, LTU, 
Delhi 2015 (38) STR 410 (Tri.-Mumbai)
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Janak C. Pandya, Company Secretary

CORPORATE LAWS 
Company Law Update

Case Law #1
[2015] 189 Comp Case 515 (CLB)
[Before the Company Law Board – New Delhi Bench]
ARG Auto Components P. Ltd vs. Atlas Pet Plas 
Industries Ltd. 

Section 111A of the Companies Act gives 
jurisdiction to the CLB for rectification of 
register of members only in case of transfer 
or transmission of shares, whereas section 111 
which applies to a private company, does not 

transfer or transmission of shares. 

Brief facts

`

`
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Judgments and reasoning

Case Law# 2
[2015] 189 Comp Case 488 (T & AP)
[In the Telangana And Andhra Pradesh High Court]
Goutham Enterprises vs. ICATCH Communications 
India Ltd.

As per provisions of section 290 of the 
Companies Act, 1956, a director is always 

entitled to represent the company and 
such acts are recognized as legal and valid. 
Further, an order of winding up of a company 
is discretionary and is not automatic. The 
court will consider the share holder and 
creditor wishes and give greater weight to the 
views of the creditor. 

Brief facts
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Judgments and reasoning

State Bank 
of Travancore vs. Kingston Computers (I) Pvt. Ltd., 
[2011] 163 Comp Cas 37 (SC); [2011] 2 Comp LJ 
473(SC)

Madhusudan Gordhandas 
and Co. vs. Madhu Woollen Industries 
P. Ltd. [1971] 3 SCC 632, Amalgamated 
Commercial Traders P. Ltd vs. A.C.K. 
Krishnaswami [1965] 35 Comp Cas 
456 (SC); Vijay Industries vs. NATL 
Technologies Ltd. [2009] 147 Comp Cas 490 
(SC)

bona fide
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OTHER LAWS 
FEMA Update

1. Export of Goods and Services – 
Project Exports

(A.P. (DIR Series) Circular No. 93 dated 1st April, 2015)

The above change in line with the policy of ease of 
doing business in India and may result in a much 
needed increase in exports of goods on deferred 
payment terms and export of turnkey projects by 
providing higher Buyer’s credit to foreign buyers.)

2. Foreign Direct Investment (FDI) in 
India – Review of FDI policy – Sector 
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(A.P. (DIR Series) Circular No. 94 dated 8th April, 

(Comments: As per recent newspaper reports, this 
amendment is shall bring huge foreign capital 

the next level. Increased foreign capital investment, 
including investment by portfolio investors may 
also encourage listing by some of the insurance 
companies on local stock exchanges via IPOs. 

Insurance sector is a capital-intensive industry 
and requiring them to make huge provisions for 
future claims. With the enhanced limit of FDI in 
India, such capital base will improve, thereby 
attracting various insurance companies from 
around the world. The legislative assurance 
and stability to the foreign capital will help in 
expanding the insurance coverage in the country 
and also bring to India the international best 
practices in the Insurance Industry.

However, a negative to the above amendment 
to the FDI Policy is that the FDI ceiling of 
49% includes direct as well as indirect foreign 
investment. It does not exempts indirect foreign 
holdings is the case with banks. This will exclude 
parent firms which are non-banking finance 
companies. Eg. HDFC Ltd. which is NBFC has 80% 
foreign shareholding while Standard Life already 
holds 26% in HDFC Life, resulting in a direct and 
indirect foreign shareholding of around 83%. This 
was not deemed to be a violation of Department of 
Industrial Policy and Promotion (DIPP), mainly 
as the strategic investor held only 26%. However, 
under the new policy, this could be construed as 

violation. Therefore a clarification from RBI is 
necessary in this regard.)

3. Foreign Direct Investment (FDI) 

e-Biz platform

` 
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(A.P. (DIR Series) Circular No. 95 dated 17th April, 
2015)

(Comments: Vide A.P. (DIR Series) Circular No.77 
dated February 12, 2015 the RBI enabled reporting 
of Advanced Remittance Form and FCGPR Form 
under the FDI scheme on the e-Biz platform of the 
Government of India. RBI has now announced 

(A.P. (DIR Series) Circular No. 97 dated 30th April, 
2015)

(Comments: For a trade to be classified as 
merchanting trade, the goods acquired should 
not enter the Domestic Tariff Area and the goods 
should not undergo any transformation. Nepal 
and Bhutan are landlocked countries and therefore 

goods are passed through India. The RBI has 

the goods that pass through India which are 
consigned to importers of Nepal and Bhutan 
under merchanting trade from third countries shall 
qualify as traffic-in-transit under Merchanting 
Trade if all other conditions are complied with.)

Promotion (DIPP):

6.2.17.9 to ‘Consolidated FDI Policy 

(Press Note No. 4 (2015 Series) dated 24th April, 2015)

(Comments: Section 24 of the Pension Fund 
Regulatory and Development Authority (PFRDA) 
Act provides that the foreign investment limit in 
the pension sector will be linked with the ceiling 
in the insurance sector, which has gone up to 
49% from 26%. Thus permitting FDI in pension 
sector would open up great opportunities for 
foreign pension funds in India. Owing to India’s 
large population, new pension schemes would be 
welcome in the market thereby attracting large 
foreign investments.)

(Press Note No. 5 (2015 Series) dated 27th April, 2015)

(Comments: Defence Contracts usually have a long 
execution period and therefore this is a welcome 
change to boost Make in India programme of the 
Government.)
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Advocates

BEST OF THE REST

1.  Taking possession of secured assets 
– Assistance of Chief Metropolitan 
Magistrate (CMM) in respect of 
application filed by secured creditor – 
Order directing taking over possession 
held proper : Securitisation and 
Reconstruction of Financial Assets and 
Enforcement of Security Interest Act, 
2002, Ss. 13(4), 14, 17
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M/s. Kanderi Fruitpack Pvt. Ltd. & Ors. vs. The 

2.  Cancellation of Registration – Locus 
standi – Cancellation of registration on 
application by any other person is not 
permissible: Trade Union Act, 1926, S. 10

suo motu
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3.  Domestic relationship – Married 
woman in relationship with man outside 
marriage – Relationship cannot be 
termed as ‘domestic relationship’ – Such 
woman cannot seek protection under Act 
: Protection of Women from Domestic 
Violence Act, 2005, Ss. 2(f), 12

4.  Frustration of contract – Suit for 
possession – Owner entitled to get back 
possession. Contract Act, 1872, S. 56

5.  Eviction – Right of transferee 
landlord – Transfer of interest of 
landlord in favour of any other person 
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is not prohibited - Eviction petition, 
at instance of transferee landlord, 
maintainable. Transfer of Property Act, 
1882, S. 109

fide



| The Chamber's Journal |  |106

ECONOMY AND FINANCE

Back to caution
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NOTICE OF ELECTION

Friday, June 12th, 2015 at the Office of The Chamber of Tax 
Consultants, 3, Rewa Chambers, Ground Floor, 31, New Marine Lines, Mumbai–400 020.

6 p.m. on Tuesday, June 2nd, 2015.
Tuesday, May 19th, 2015.

FOR AND ON BEHALF OF THE MANAGING COUNCIL

  HINESH R. DOSHI/AJAY R. SINGH

only

two full years

three

Friday, June 5th, 2015.
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I. Admission of New Members

LIFE MEMBERSHIP
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Advocate
Hon. Jt. Secretaries

The Chamber News



ORDINARY MEMBERSHIP
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ASSOCIATE  MEMBERSHIP

II. Past Programmes
Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

1. Allied Laws Committee

Allied Laws Study Circle 
Meetings

20th & 22nd April, 2015 and  
7th May 2015

2. Direct Taxes Committee
A. Direct Taxes Update Series 

Lecture
17th April, 2015

B. Seminar on Non Banking 
Finance Companies (Jointly 
with Allied Laws  Committee)

18th April, 2015

C . Seminar on Income 
Computation Disclosure 
Standards

18th April, 2015
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Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

D. Intensive Study Group:
(Direct Taxes) 

23rd April, 2015

3. Indirect Taxes Committee
A. Workshop on MVAT Act, 

Service Tax & Allied Laws
18th April, 2015

23rd April, 2015

25th April, 2015

2nd May, 2015

B. Indirect Tax Study Circle 
Meeting

10th April, 2015

4. International Taxation Committee
A. Advanced Topics of 5th 

Intensive Study Course on 
Transfer Pricing

10th and 11th April, 2015
24th and 25th April, 2015 
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Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

B. Lecture Meeting on Attack 
on Black Money

28th April, 2015

C. Intensive Study Group on 
International Taxation

22nd April, 2015 & 5th May 2015

5. Membership & EOP Committee

A. The CTC Musical Evening 18th April, 2015
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Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

B. Self Awareness Series         13th April, 2015

6. Study Circle & Study Group Committee

A. Study Circle Meeting 16th April, 2015

B. Study Group Meeting 9th April, 2015

C. Study Circle on 
International Taxation

27th April, 2015

III. FUTURE PROGRAMMES
Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

1. Allied Laws Committee

Allied Laws Study Circle 
Meeting 

7th May, 2015

2. Corporate Members Committee

Study Course on Valuation 5th & 12th June, 2015

6th & 13th June, 2015
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Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

3. Indirect Taxes Committee

A. Workshop on MVAT Act, 
Service Tax & Allied Laws

9th May, 2015 to 11th July, 2015
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Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

B. Indirect Tax Study Circle 
Meeting

15th June, 2015

C. GST Study Group Meeting 23rd June, 2015

4. International Taxation Committee

A. 9th Residential Conference 
on International Taxation, 
2015

18th to 21st June, 2015

Papers for Presentation

Chairman

Paper Writer
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Sr. 
No.

Programme Name / 
Committee/Venue

Date / Subjects Chairman / Speakers

Undisclosed foreign income and 
assets – Proposed legislation and 
Assessment experience

CA Dilip J. Thakkar

Panel Discussion Panellists
Chairman

Panellists

B. Transfer Pricing Study 
Circle Meeting

April to June, 2015

OBITUARY

We deeply mourn the sad demise of Hon'ble Judicial Member of 
ITAT, Mumbai Shri Vivek Varma, who left for heavenly abode on 
12-5-2015.

He was also our core committee member at CTC, Delhi Chapter 
before joining ITAT. He was one of the finest Members of the 
ITAT.  

We pray the almighty to rest his soul in eternal peace and grant 
fortitude to the bereaved family to bear the irreparable loss.
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DIRECT TAXES COMMITTEE 

Intensive Study Group 
on Direct Taxes Meeting 
held on 23rd April, 2015 
on the subject “Recent 

Important Decisions 
under Direct Tax”  

Full Day Seminar on Income Computation & Disclosure Standards  

Faculties

INDIRECT TAXES  
COMMITTEE

Indirect Taxes Study Circle Meeting held on  
10th April, 2015 on the subject “Determination of 

MEMBERSHIP & EOP 
COMMITTEE

Self Awareness Series held on 13th 
April, 2015 on the subject “Secularism 
in Scriptures and other religious texts” 
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STUDY CIRCLE & STUDY GROUP COMMITTEE

Study Group Meeting held on  
9th April, 2015 on the subject 

“Recent Judgments under  

Study Circle Meeting held on  
16th April, 2015 on the subject “Appellate 
Proceedings – 1st Appeal & 2nd Appeal” 

Study Circle on International 
Taxation Meeting held on  

27th April, 2015 on the subject 

Lecture Meeting on Attack on Black Money jointly with Indian Merchants' Chamber held on  

INTERNATIONAL TAXATION COMMITTEE 
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 Faculties

INTERNATIONAL TAXATION COMMITTEE 
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MEMBERSHIP & EOP & RRC & PUBLIC RELATIONS COMMITTEE 



Software built by Accountants for Accountants, to make their practice Profitable

 Get an Integrated View of Your Customers

 Track Jobs from Start to Finish

 Optimize Resource Allocation to enhance 
Output

 Complete Control over Client Invoicing  
and Receivables

 Monitor Staff Productivity and Optimize it

 Improve firm’s Profitability and Performance

Key modules of CCH iFirm include:
 Contact Management

  Jobs and Workflow Automation

 Timesheets

 Capacity Planning

 Client Invoicing

 Dashboard and Reporting

For a FREE Demo, Call 0124-4960968
Or, Email us at marketing@cchindia.co.in

Presents 

Sathya Hegde, Partner at BC Shetty Co. says,

    I am pleased to say that with  CCH iFirm implementation we are able to manage debtor tracking,  
staff capacity planning with the help of timesheet option and new clients management with the 
help of leads and prospects option. The quality of the relationship with the clients have improved 
massively with constant reminders and status updates.
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