
taxability or the question of Fair Market Value, but directed that the Assessing Authority will be free to impose the appropriate ‘Capital
Gain Tax Liability’ by undertaking the fresh reassessment proceedings under section 150(1) of the Act in pursuance to it’s directions, in
terms of Section 150(1) of the Act, for all the three Assessment Years AY 2001-02, AY 2003-04 and AY 2004-05, de novo – CIT v.
Emgeeyar Pictures (P.) Ltd. [2020] 120 taxmann.com 105 (Madras)

S. 263 Revision by Commissioner is not valid

The only reason for setting aside the scrutiny assessment was on the ground that the guide line value of the property, at the relevant
time, was higher than the sale consideration reflected in the registered document. The question would be as to what is the effect of the
guideline value fixed by the State Government. There are long line of decisions of the Hon’ble Supreme Court holding that guideline
value is only an indicator and the same is fixed by the State Government for the purposes of calculating stamp duty on a deal of
conveyance. Therefore, merely because the guideline was higher than the sale consideration shown in the deed of conveyance, cannot
be the sole reason for holding that the assessment is erroneous and prejudicial to the interest of revenue – CIT v. Padmavathi [2020] 120
taxmann.com 187 (Madras)

INTERNATIONAL TAXATION
CA. Hinesh Doshi, CA. Pramita Rathi

The Deputy Commissioner of Income Tax (International Taxation), Circle 1(1) vs. M/s. Jeans Knit Pvt. Ltd. [TS-472-HC-2020
(Karnataka)] dated 10th September, 2020

Facts:

• The assessee company, 100% EOU, was engaged in the business of manufacturing and export of garments.

• The assessee made payment to a non-resident company for various services such as inspection of fabrics, timely dispatch of
material etc without deduction of TDS.

• The assessee made payments to non-resident company without deduction of TDS. The AO held assessee as assessee in default.

• AO held the assessee in default for non-deduction of TDS and treated the non-resident company as provider of technical services
which was covered under the scope and ambit of Section 9(1)(vii) of the Income Tax Act, 1961 (‘the Act).

• ITAT ruled in favour of assessee. Aggrieved, Revenue filed an appeal before the HC.

Issue:

• Whether services provided by non-resident company are technical services and payment made by the assessee to non-resident
Company falls within the ambit of FTS as contemplated u/s 9(1)(vii) of the Act?

• Whether provisions of Section 195(1) of the Act are attracted?

Held:

• HC observed that the non-resident company was not involved either in identification of the exporter or selection of the material
and negotiation of the price.

• HC further noted that the quality of material was determined by the assessee and non-resident company was only required to
make physical inspection of the material to examine if it resembles the quality specified by the assessee.

• The non-resident company was required to ensure coordination with the suppliers, so that goods were shipped on time and to
undertake necessary coordination and ensure that correct quantity and quality of goods were shipped to assessee.

• HC held that “for rendering aforesaid services, no technical knowledge is required.” Thus, services rendered by non-resident
company does not fall within the ambit of FTS and TDS u/s. 195 is not applicable.

• Accordingly, HC ruled in favour of the assessee.

ACIT vs. M/s. Gepach International [TS-476-ITAT-2020(Mum)] dated 15th September, 2020

Facts:



• The assessee company was engaged in the business of export of pharmaceutical and nutraceutical products.

• The assessee did not withheld tax on the payments made to non-resident agent towards reimbursement for marketing and sales
promotion activities and export commission on sales made in Russia.

• AO was of the view that payments made were in the nature of managerial or technical service on which TDS was liable to be
withheld u/s. 195 of the Act.

• AO disallowed the payments on which TDS was not deducted.

• CIT(A) deleted the addition made by AO. Aggrieved, the Revenue filed an appeal before Mumbai ITAT.

Issue:

• Whether payment made as reimbursement of expenses are covered u/s 9(1)(vii) of the Act and chargeable to tax as fees for
technical services in India?

Held:

• ITAT observed that the non-resident agent provided marketing support services as per marketing and promotion strategies
devised by the assessee.

• ITAT noted that the assessee retained full control over all the marketing activities in Russia and agent was simply implementing
the same.

• ITAT opined that payment made to non-resident agent towards services rendered outside India, the payee had no business
connection in India and services provided by agents were not managerial in nature.

• ITAT held that payments made were not covered u/s 9(1)(vii) of the Act and not chargeable to tax as fees for technical services in
India.

• Accordingly, ITAT ruled in favour of the assessee.

Turner Broadcasting System Asia Pacific Inc. vs. DDIT, Circle – 2(2), International Taxation [TS-512-ITAT-2020 (DEL)] dated 30th
September, 2020

Facts:

• The assessee company, incorporated in USA derived advertisement and distribution revenue from grant of exclusive rights to
Turner International India Pvt. Ltd. (TIIPL).

• TIIPL, as per the agreement was granted rights to distribute the products to various cable operators and the distribution revenue
so collected by TIIPL was to be shared between the assessee and TIIPL.

• Further, in accordance with MAP proceedings of earlier years, the assessee had consistently offered 10% of the advertising and
subscription revenue received from Indian sources as business income.

• AO treated this income as royalty as per Section 9(1)(vi) and Article 12 of India-USA DTAA.

• Aggrieved, the assessee filed an appeal with the ITAT.

Issue:

• Whether the advertising and subscription revenue falls within the ambit of Royalty as per Section 9 (1) (vi) and Article 12 of India-
USA DTAA?

Held:

• ITAT observed that the sole ownership of the rights and the contents of the products was of the assessee company and Indian
company had no right to copy, modify or alter the content therein.

• ITAT held that the assessee-company only granted commercial rights in the nature of ‘broadcast reproduction right’ to the TIIPL,
which was separately defined u/s. 37 of the Copyright Act and not reckoned as a ‘Copyright’ under the said Act.

• ITAT, therefore concluded that “it cannot be held that revenue derived by the assessee for distribution of products is taxable as
‘royalty’ albeit it is a business income of the assessee.”



• Further, AO took a different view from earlier years wherein 10% of the revenue received was charged as business income in India
following the MAP order.

• Thus, ITAT accepted assessee’s contention and held that the revenue should not be treated as Royalty u/s. 9 (1)(v) and Article 12 of
DTAA following the rule of consistency.

• Accordingly, ITAT ruled in favour of the assessee.

Telstra Singapore Pte Ltd vs. DCIT (International Taxation) [TS-517-ITAT-2020(DEL)] dated 30th September, 2020

Facts:

• The Assessee company, a tax resident of Singapore was engaged in the business of providing bandwidth services.

• AO held that amount received by the assessee from Indian customer for provision of bandwidth Services were in the nature of
royalty and taxable as per section 9 (1) (vi) of the Income Tax Act, 1961 and Article 12(3) of the India-Singapore DTAA.

• Aggrieved, the assessee filed an appeal before ITAT.

Issue:

• Whether amount received by assessee from Indian customers for provision of bandwidth services shall be taxable as royalty under
section 9(1)(vi) of IT Act and Article 12(3) of India-Singapore treaty?

Held:

• Relying on the HC ruling in the case of Asia Satellite Telecommunication Co. Ltd. and New Skies Satellite BV, ITAT held that prior
to amendment by Finance Act 2012, section 9(1)(vi) was pari-materia with the definition of Royalty as per treaty.

• ITAT held that mere receipt of service using equipment under the control, possession and operation of service provider would not
be treated as Royalty under the Act or the Tax Treaty.

• Relying on Bombay HC Ruling in CIT vs Reliance Infocomm Ltd., ITAT held that mere amendments in the Act would not override
the provisions of Double tax Avoidance Agreement.

• Relying on the Delhi HC ruling in the case of Asia Satellite Telecommunication Co. Ltd. it held that only using lease lines for
transmitting data would not be considered as equipment royalty.

• Accordingly, ITAT ruled in favour of the assessee.

Damco International A/S v. DCIT (International Taxation) [2020] 118 taxmann.com 37 (Mumbai Tribunal) dated 20 July 2020

Facts: The assessee, a Denmark based company, was engaged in the business of shipping and logistics. During the relevant year, the
Assessee incurred certain costs towards procurement of insurance, accounting software, travel, fixed assets (computer servers), etc. at
group level which was subsequently reimbursed by various group entities, including India. The Assessee claimed that such
reimbursement received from the Indian group entity was not liable to tax in India as it does not have a PE in India.

The AO denied such claim and held that the payment received by the Assessee was towards access to group IT network systems as
well as related maintenance and support services and hence such amount is taxable as ‘fees for technical services’ under article 13 of
India-Denmark DTAA. The AO further held that the employees of the Assessee visiting India rendered managerial and technical
services to the Indian group entity.

Aggrieved, the Assessee filed an appeal before the Mumbai Tribunal.

Issue: Whether reimbursement of administrative services costs received by the Assessee is taxable in India as ‘fee for technical services’
under article 13 of India-Denmark DTAA?

Held: The Hon’ble Tribunal observed that the Assessee acts as the central coordinator for all Damco entities across the globe. Also, the
services/procurement rendered by the Assessee is in the nature of coordinating services, whereby various costs incurred are pooled
together and recovered as reimbursement of costs based on various allocation keys (such as the number of Headcount/Headcount
usage/Number of users/Country operational cost/Country revenue, etc.) which is uniformly applied across the group. The Tribunal
also observed that such costs were recovered without any mark-up.



The Tribunal held that such reimbursement of costs incurred by the Assessee towards business support services/ administrative
services cannot be construed as managerial, technical and consultancy in nature and hence cannot be charged as fees for technical
services under Article 13 of the India-Denmark DTAA. Assessee’s appeal was allowed.

FEMA
CA. Manoj Shah, CA. Atal Bhanja

Export Data Processing and Monitoring System (EDPMS) Module for ‘Caution /De-Caution Listing of Exporters’ – Review

A.P. (DIR Series) Circular No. 03 dated October 09, 2020

In connection with Para 4 of Statement on Development and Regulatory Policies issued on October 09, 2020, RBI has decided to
withdraw the existing Paras 3(1)(i) and 3(1)(ii) of A.P. DIR Circular No. 74 dated May 26, 2016 on Module for ‘Caution/De-Caution
Listing of Exporters’ in EDPMS. The said paras are withdrawn with a intent to make system more exporter friendly and equitable.

As per revised procedure, an exporter would be caution-listed by RBI based on recommendations of AD Bank concerned, depending
upon the exporters track record with AD Bank and investigative agencies. The AD Bank would make recommendations in this regard
to the Regional Office concerned of the Foreign Exchange Department of RBI in case the exporter has come to adverse notice of
Enforcement Directorate (ED)/Central Bureau of Investigation (CBI)/Directorate of Revenue Intelligence (DRI)/any such other law
enforcement agency and/or exporter is not traceable and/or is not making sincere efforts to realize the exports proceeds.

AD Bank would also made recommendations to the Regional office of the RBI for de-caution listing an exporter as per the laid
procedure.

The procedural aspects of handling shipping documents of caution-listed exporters by the AD Banks as outlined in para 3.2 of circular
ibid, remain unchanged.

Master Direction 16/2015 dated January 1, 2016 is updated to reflect the above changes.

GOODS AND SERVICES TAX
CA. Rajiv Luthia

SYNOPSIS OF NOTIFICATIONS, CIRCULARS & LETTERS

CBIC vide notification 66/2020-CT dated 1st September, 2020 has inserted proviso in notification 35/2020-CT dated 3rd April, 2020 to
provide that where, any time limit for completion or compliance of any action, by any person, has been specified in, or prescribed or
notified under 31(7) CGST Act in respect of goods being sent or taken out of India on approval for sale or return, which falls during the
period from the 20th day of March, 2020 to the 30th day of October, 2020, and where completion or compliance of such action has not
been made within such time, then, the time limit for completion or compliance of such action, shall stand extended upto the 31st day of
October, 2020.

CBIC vide notification 67/2020-CT dated 21st September, 2020 has inserted proviso in notification 73/2017-CT dated 29th Dec, 2017 to
provide that late fees in excess of Rs. 250 shall be waived for registered person who has failed to file GSTR 4 (Return by composition
dealer) return for quarter July, 2017 to March, 2019 provided such person file the said return between period from 22nd September,
2020 to 31st October, 2020. Further, where GST amount is NIL, late fees shall stand waived fully.

CBIC vide notification 68/2020-CT dated 21st September, 2020 has waived the amount of late fees under section 47 which is in excess
of Rs. 250 for registered person who failed to furnish GSTR 10 ( Final Return) by due date, provided such person file the said return
between period from 22nd September, 2020 to 31st December, 2020.

CBIC vide notification 69/2020-CT dated 30th September, 2020 extend the due-date for furnishing GSTR 9(Annual return) for F.Y
2018-19 to 31st October, 2020.

CBIC vide notification 70/2020-CT dated 30th September, 2020 has amended notification 13/2020-CT dated 21st March, 2020 to
provide that registered person (other than SEZ) whose aggregate turnover in any preceding financial year from 2017-18 onwards




