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INDIAN

2017 -2018

Budget2017- 18 waseagerlyawaitedafter a 2 monthperiodof seriousstressin severalsectorsof

the economy. While the statistics provided by the government has shown considerable

remonetisation, several sectors remain under stress as on date. The stated purpose of

Demonetisationwas to streamlineour mainly cashtransactionbasedeconomyto a transparent

digitized economyand also to reducecorruption. How muchof a successthat will be, only time

will tell.

A budgetshouldideally bea noneventasit is a statementof purposeof theGovernment. It is soin

developedcountries. Thejust presentedbudgetis adocumentin thatdirection. Thebiggestpositive

of this budgetis a clearroadmapto control thedeficit throughsettingrealisticrevenuegrowthand

controllingexpenditure.

On the real estatesector,it hassetthe tonefor aggressivedevelopmentof affordablehousing. The

budgethasalsoprovidedfor rural infrastructurewhile keepingthe emphasisintact on investments

in enablinginfrastructuree.g., roads,railwaysetc. andemploymentgeneration.

Overview

JANUARY 2017 |
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Personal Income Tax

ü Existing rate of taxation for individuals

assessesbetweenincomeof Rs. 2.5 lakhsto

Rs. 5 lakhsreducedto 5% from the present

rateof 10%.

ü Surcharge of 10% of tax payable on

categories of individuals whose annual

taxableincomeis betweenRs. 50 lakhsand

Rs. 1 crore

ü Simpleone-pageform to be filed asIncome

Tax Return for the categoryof individuals

having taxable income upto Rs. 5 lakhs

otherthanbusinessincome

Taxable Income (Rs) Tax Rates (%)*

0 ï2,50,000 # Nil

2,50,001ï5,00,000 ^ 5.15

5,00,001ï10,00,000 20.60

10,00,001ï50,00,000 30.90

50,00,001ï1,00,00,000 33.99 **

> 10,000,001 35.535 ***

*includes Education Cessof 2%, Secondary and Higher Education Cessof 1%

# Rs. 3,00,000 for Senior Citizens (60years+) and Rs. 5,00,000 for very Senior Citizens, (80years+). Please note than 

there is no separate basic exemption limit for women

^ Rebate of tax payable or Rs. 2,500, whichever is less, for individuals whose total income does not exceed Rs. 

3,50,000, ** Includes Surcharge of 10%, *** Includes Surcharge of 15%

India Budget 2017-18 | AcquisoryNews Chronicle
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üThresholdlimit for audit of businessentitieswho opt for presumptiveincomeschemeincreased

from Rs. 1 croreto Rs. 2 crores.

üThresholdfor maintenanceof booksfor individualsandHUF increasedfrom turnoverof Rs. 10

lakhsto Rs. 25 lakhsor incomefrom Rs. 1.2 lakhsto Rs. 2.5 lakhs.

üScopeof domestictransferpricing restrictedto only if one of the entities involved in related

partytransactionenjoysspecifiedprofit-linked deduction.

üCommissionpayable to individual insuranceagentsexempt from the requirementof TDS

subjectto their filing aself-declarationthattheir incomeis belowtaxablelimit .

üUnder schemefor presumptivetaxation for professionalswith receiptupto Rs. 50 lakhs p.a.

advancetax canbepaidin oneinstalmentinsteadof four.

üTime periodfor revisinga tax returnis beingreducedto 12 monthsfrom completionof financial

year,at parwith thetime periodfor filing of return.

üTime for completionof scrutinyassessmentsis beingcompressedfurther from 21 monthsto 18

monthsfor AssessmentYear2018-19 andfurtherto 12monthsfor AssessmentYear2019-20and

thereafter

Ease of Doing Business

üForeign Investment Promotion Board to be abolished in 2017-18 and further liberalisationof 

FDI policy is under consideration

üA mechanismto streamlineinstitutionalarrangementsfor resolutionof disputesin infrastructure

related construction contracts,PPP and public utility contracts will be introduced as an

amendmentto theArbitration andConciliationAct 1996

Financial Sector
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India Budget 2017-18 | AcquisoryNews Chronicle

üUnderschemeof presumptiveincomefor small andmediumtax payerswhoseturnoveris upto

Rs. 2 crores, the present,8% of their turnover which is countedas presumptiveincome is

reducedto 6% in respectof turnoverwhich is by non-cashmeans

üNo transactionaboveRs. 3 lakh wouldbepermittedin cashsubjectto certainexceptions

üMiniaturisedPOScardreaderfor m-POS(otherthanmobilephonesor tabletcomputers),micro

ATM standardsversion1.5.1, Finger Print Readers/ Scannersand Iris Scannersand on their

partsandcomponentsfor manufactureof suchdevicesto beexemptfrom BCD, Excise/CVduty

andSAD

Promoting Digital Economy

üMAT credit is allowed to be carriedforward up to a periodof 15 yearsinsteadof 10 yearsat

present

ü In orderto makeMSME companiesmoreviable,incometax for companieswith annualturnover

uptoRs. 50 croreis reducedto 25%

üConcessionalwithholding rateof 5% chargedon interestearnedby foreign entitiesin external

commercialborrowingsor in bondsandGovernmentsecuritiesis extendedto 30.6.2020. This

benefitis alsoextendedto RupeeDenominated(Masala)Bonds

üFor the purposeof carry forward of lossesin respectof start-ups, the condition of continuous

holdingof 51% of voting rightshasbeenrelaxedsubjectto theconditionthat theholdingof the

original promoter/promoterscontinues. Also theprofit (linked deduction)exemptionavailableto

thestart-upsfor 3 yearsout of 5 yearsis changedto 3 yearsout of 7 years

üAllowable provisionfor Non-PerformingAssetof Banksincreasedfrom 7.5% to 8.5%. Interest

taxableon actualreceiptinsteadof accrualbasisin respectof NPA accountsof all non-scheduled

cooperativebanksalsoto betreatedat parwith scheduledbanks

üBasiccustomsduty onLNG reducedfrom 5% to 2.5%

Some Important Measure for Growth

üUnder the schemefor profit-linked incometax deductionfor promotionof affordablehousing,

carpetareainsteadof built upareaof 30and60Sq.mtr. will becounted.

üFor buildersfor whom constructedbuildings are stock-in-trade,tax on notional rental income

will only applyafteroneyearof theendof theyearin which completioncertificateis received.

üReduction in the holding period for computing long term capital gains from transfer of

immovablepropertyfrom 3 yearsto 2 years. Also, thebaseyearfor indexationis proposedto be

shiftedfrom 1.4.1981to 1.4.2001for all classesof assetsincludingimmovableproperty

üAffordablehousingto begiveninfrastructurestatus

Real Estate Sector Measures

üGovernmentwill put in placea revisedmechanismandprocedureto ensuretime boundlisting of

identified CPSEson stock exchanges. The sharesof Railway PSEslike IRCTC, IRFC and

IRCON will belistedin stockexchanges.
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Goods and Service Tax

India Budget 2017-18 | AcquisoryNews Chronicle
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üThe GST council hasfinalized its recommendationson almostall the issuesbasedon consensus

on thebasisof 9 meetingsheld

üPreparationof IT systemfor GSTis onSchedule

üThe extensivereachout efforts to tradeand industry for GST will start from 1st April, 2017 to

makethemawareof thenewtaxationsystem.

New concept of Electoral Funding

üAmendmentto the ReserveBank of India Act to enablethe issuanceof electoral bonds in

accordancewith a schemethattheGovernmentof India would framein this regard.

üMaximum amountof cashdonation,a political party can receive,will be Rs. 2000/- from one

person.

üPolitical partieswill beentitledto receivedonationsby chequeor digital modefrom their donors.

Welfare

üMahila Shakti Kendra will be set up with an allocation of Rs. 500 crores in 14 lakh ICDS

AnganwadiCentres. This will provideonestopconvergentsupportservicesfor empoweringrural

womenwith opportunitiesfor skill development,employment,digital literacy,healthandnutrition

üUnderMaternityBenefit SchemeRs. 6,000 eachwill be transferreddirectly to thebankaccounts

of pregnantwomenwhoundergoinstitutionaldeliveryandvaccinatetheir children

üTwo newAll India Institutesof MedicalSciencesto besetup in JharkhandandGujarat

üFor seniorcitizens,AadharbasedSmartCardscontainingtheir healthdetailswill beintroduced

üAllocation for PradhanMantri Awaas YojanaïGramin increasedfrom ` 15,000 croresin BE

2016-17 to ` 23,000 croresin 2017-18 with a targetto complete1 crorehousesby 2019 for the

houselessandthoseliving in kutchahouses.

üWell onourway to achieving100% village electrificationby 1st May 2018.

üTo utilise theHeadPostOfficesasfront officesfor renderingpassportservices

üA CentralisedDefenceTravel Systemhasbeendevelopedthroughwhich travel tickets can be

bookedonlineby oursoldiersandofficers

üWebbasedinteractivePensionDisbursementSystemfor DefencePensionerswill beestablished

üAadharPay,a merchantversionof AadharEnabledPaymentSystem,will belaunchedshortly

üProposedto createa PaymentsRegulatoryBoard in the ReserveBank of India by replacingthe

existingBoardfor RegulationandSupervisionof PaymentandSettlementSystems

Public Services
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GST ïA ROLLOUT PLAN

GST will strive to make India a One Tax Nation and will prove to be biggestreform to check

misreportingor non- reportingof thetransactionsin thebooksof account. Theright administration

of theGSTtechnologycanmakethemanipulationof financialstatementsa verydifficult exercisein

thenewtax regime.

GST would be a critical step to redefine the

policy mechanism. Under the GST setup

differentiatedtax policy would be removedand

thebasicexemptionthresholdwould bereduced

to anannualturnoverof INR 20 Lakhs(INR 10

Lakhs for businessesin the North-Eastern

states). Further, intensiveuseof technologyin

administeringGST would raise the levels of

enforcementand would block the concealed

methodsof tax evasionin thenewregime.

Background

Thecurrentframeworkfor tax structurepermits

restrictedinter levy creditsbetweenexciseand

service tax. Further, no cross credits are

available acrossthe sales tax paid and these

central taxes. It can be observed that the

proposedGST regime shall facilitate seamless

credit acrossthe entire supply chain under a

common tax base. The basic idea behind the

enormousexerciseof introductionof GST is to

provide for multi stagetax with tax credit at

variousstagesof supplychain. Input Tax Credit

(ITC) in form of CENVAT credit and VAT

credit can be separatelyavailed in the present

tax structure. In thepre-GSTsetup, ITC of VAT

is only availableto the dealers. Manufacturers

andserviceproviderscannotclaim VAT credit.

ITC of Central Excise duty, Service Tax &

CVD, on the otherhandcanbe availedonly by

manufacturersand service providers and it is

not admissibleto dealersin goods. Input tax

credit of CST, Entry Tax, Luxury Tax is not

availablein the presentITC regime. GST will

try to removethatvoid. It is goingto providean

uninterruptedandcontinuouschainof input tax

credit.

ñGST shall strive to make India a

OneTax Nation proving to bebiggest

reform to checkmisreporting or non

reporting of the transactions in the

booksof account.

GSTwould becritical stepto redefine

the policy mechanism. Basic

exemption threshold would be

reduced to an annual turnover of

INR 20Lakhs.ò
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ÁScheme of input tax credit in the Model GST Law (MGL) can be broadly divided into 

substantive provisions and procedures, where procedures are equally important because these are 

inter-twined into timing of taking input credit and quantum of input credit.

ÁThe proposed GST comprise of following taxes-

ÁCentral Goods & Service Tax (CGST) levied by Centre

ÁState Goods & Service Tax (SGST) levied by State

Á Integrated Goods & Service Tax (IGST) ïThis tax will be attracted on inter-state supply of 

goods & services and will be levied and collected by the Central Government.

About Input Tax Credit under GST Law

GST - A Rollout Plan| AcquisoryNews Chronicle

Accordingly, the term input tax has been

defined under GST model law as the IGST,

CGST, and SGST chargedfor any supply of

goodsor servicesusedor intendedto beusedin

the courseof furtheranceof businessand also

include tax paid under reverse charge

mechanism. Theóinputtaxcreditômeanscredit

of input tax sodefined. This definition of óinput

taxôis to be readwith the detailedschemeof

input tax credit narrating the componentson

which credit would be available, exclusions,

documents required for taking credit and

variousconditionsof credit.

The basic scheme of input tax credit as

provided under Model GST law is that every

registeredtaxable person is entitled to take

credit of input tax admissibleto him and the

said amountshall be creditedto the electronic

credit ledgerof suchpersonto bemaintainedin

the mannerasmay be prescribed. The amount

availablein the electroniccredit ledgermaybe

used for making any payment towards tax

payableby him subjectto suchconditionsand

within such time as may be prescribed. This

amountcannotbeusedfor paymentof interest,

feeor penalty.

It is seen in the Model GST law, the

componentsof input tax credit are the sameas

in the existinglaw, that is, inputs,input service

and capital goods. The definition of input as

provided under Section 2 (57) of the Model

GST law defines input tax to mean the

(IGST/CGST)/ (IGST and SGST)chargedon

supplyof goodsand/orservicesto a registered

taxablepersonwhich areusedor intendedto be

usedin thecourseor furtheranceof his business

and includesthe tax payableunderthe reverse

chargemechanismas per Section7(3) of the

MGL. Further MGL provides that ñinputò

means any goods other than capital goods,

subjectto exceptionsasmaybeprovidedunder

this act or rules made thereunder,used or

intendedto beusedby a supplierfor makingan

outwardsupply in the courseor furtheranceof

business. The definition of ñinputserviceòis

almost on the similar lines as definition of

ñinputsò. In this context,Section2(55) of the

Model GST Law says that ñinputserviceò

meansany service, subject to exceptionsas

may be provided under this Act or the rules

madethereunder,usedor intendedto be used

by a supplierfor makingan outwardsupply in

thecourseor furtheranceof business.
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ÁThe input tax credit should be taken within one year from the date of issue of tax invoice

ÁThe buyer must have received the goods/services

ÁThe buyer is in possession of the tax invoice, supplementary invoice, credit note or debit note or 

any other tax paying document as specified.

Á In case the goods are received in installments, the input credit is allowed only on receipt of the 

last lot or installment.

Section 16 of the MGL describes the manner under which input tax credit can be availed under GST. 

Input Tax Credit Is Available Only If The Following Conditions Are Fulfilled

Input tax credit is availablewhenthesellerpaysthe taxes,the electroniccredit ledgerfor the buyer

will becredited. If a registeredtax payerusesinput of goodsor servicesfor taxableandnon taxable

purposes,the amountof input tax is allowedonly on the portion of the input usedsupplyof taxable

goodsor servicesincluding zeroratedsupplies. Further,if thereis changein the constitutionof the

taxablepersonon accountof merger,sale,demerger,amalgamation,leaseor transferof business,the

input tax credit is allowedto betransferred.

Section16A of MGL describesthe mannerunderwhich input tax credit canbe availedwhengoods

aresentout for job work. Jobwork or sub-contractingis allowedunderGSTalso. Section43A of the

MGL prescribesthe provisions for job work. Special permission has to be taken from the

commissioner. Goods can be sent directly to sub contractorand also allows back to back sub-

contracting.

ȤThe input credit for capital goodscan be taken if the goodscapital goodsis usedby the job

workerandthesameis returnedwithin 2 yearsfrom thedateon which it is sentout to job worker.

ȤIn caseif the goodsarenot receivedwithin 180 days,the amountof input tax credit availedon

inputsor capitalgoodsshouldbepaid.

Input Tax Credit In Case Of Job Work

ü Inputs

ȤIn caseof inputs,the credit is allowed/eligibleonly if the goodsarereceivedbackfrom the job

worker within 180 days for thosegoodswhich are shippedto job workersplacedirectly. For

computing180 days,from the dateon which the inputshavebeenreceivedat the job workers

placewill beconsidered.

ȤCreditcanbeavailedonly if thesupplierpaysthetax

üCapital Goods

GST - A Rollout Plan| AcquisoryNews Chronicle
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ƷCGST ïCGST then with IGST

ƷSGST ïSGST then with IGST

ƷIGST ïIGST then CGST and then SGST

Cross Utilization Of Input Tax Credit

It can be observedthat, a liberal and elaborateschemefor allowing Input Tax Credit has been

providedin theMGL. An effort hasbeenmadeto permit Input Tax Credit in respectof all taxespaid

in respectof businessexpenditureexceptsomeof thesmall list of itemson which Input Tax Credit

shall not be permitted. The Input Tax Credit would be initially allowedon provisionalbasisfor a

periodof two months. ThesaidInput Tax Credit would be reversedin the handsof the recipientin

caseof mismatchbetweenthe outwardsupplydetailssubmittedby the supplierandinward supply

detailssubmittedby the recipientwhetheron accountof non-paymentof self-assessedtax by the

supplieror dueto non filing of returnsby thesupplier. The recipientcanavail the Input Tax Credit

by filing a returnbut he cannotutilize the sameunlesshe hasfiled the valid return. The recipient

canre-claim thereversedInputTax Creditafter thesupplierhaspaidthetaxesduefrom him.

In otherwords,filing of valid returnbothby thesupplierandrecipientis anabsolutemustbeforethe

Input Tax Creditchain(from eligibility, availmenton confirmedbasisandutilization thereof)canbe

said to be complete.It is hoped that the proposedGST regime would simplify the provisions

regardingavailability of input tax credit.

****

Conclusion

GST - A Rollout Plan| AcquisoryNews Chronicle
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ISSUE OF CONVERTIBLE NOTES BY START UPS ïA BIG LEAP

In a recentmove, the ReserveBank of India (RBI) vide Notification dated10th January,2017

introduceda newinstrumentfor Startup companiesnamedasóConvertibleNotesôby amendingthe

ForeignExchangeManagement(Transferor Issueof Securityby a PersonResidentOutsideIndia)

Regulations,2000(Regulations)throughissueof ForeignExchangeManagement(Transferof Issue

of Security by a Person Resident Outside India) (Fifteenth Amendment) Regulations,2016

(Amendment). It is aninstrumentissuedasdebtandconvertibleinto equityof a startupat theoption

of theholder.

A convertiblenote is oneof the mostpreferred

instrumentsfor early stagefunding of startups

in Silicon valley and other óadvancedstartup

ecosystemsô- representsa debt which converts

into equity only upon the occurrenceof a

contingent event (for instance, the issuing

startupreceivingthe next roundof funding). If

such an event does not take place, the Note

continues to represent the debt, which is

repayableby the issuing startup. Under the

Regulations, until now, foreign direct

investment(FDI) in Indian startup companies

could only bemadeby personsresidentoutside

India (Foreign Investors) by subscribing to

equity instrumentsand other instrumentsthat

wereconsideredon par with equity instruments

(such as mandatorily and fully convertible

debentures/ preferencesharesandwarrants)of

suchinvesteecompanies.

The amendmentcame into effect post the

Ministry of CorporateAffairs (MCA) exempted

the convertible notes from the ambit of

deposits,and thereby allowing companiesto

issueconvertiblenotesin tranchesexceedingRs

25 lakhs to prospective investors, without

havingto complywith theslewof requirements

mandatedby theRules.

Background

The Amendmentpermits Indian startupsto raise funds from Foreign Investorsby issuingNotes,

with thefollowing key features:

A 'ConvertibleNote' hasbeendefinedas an instrumentissuedby a startupevidencingreceiptof

moneyinitially asdebt,which is either: (a) repayableat theoptionof the holder; or (b) convertible

into equity shares(within a periodof 5 yearsfrom the dateof issue)uponoccurrenceof specified

eventsaccordingto thetermsof theNote.

Definition:

Key changes

Source- https://yourstory.com/2017/01/convertible -notes-finally-reality-indian-startups

https://yourstory.com/2017/01/convertible-notes-finally-reality-indian-startups
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Issue of Convertible Notes by Start ups ïA big leap | AcquisoryNews Chronicle

óStartupôïthis notification is only applicableto entities defined as startups. Startupcompanies

includesthefollowing ï

ȤA companywherein5 yearshavenot elapsedfrom thedateof its incorporation;

ȤIts turnoverfor anyof thoseyearsdoesnot exceedRs. 25Crores; and

ȤThe companyis working towardsinnovation,development,deploymentor commercializationof

newproducts,processesor servicesdrivenby technologyor intellectualproperty.

ȤTherefore,entities that fall outsidethis definition would be unableto avail the benefitsof the

notificationof beingableto issueconvertiblenotes.

PersonsEligible To PurchaseConvertibleNotes

ȤIndividuals / Entities residentoutsideIndia may purchaseconvertiblenotesissuedby an Indian

startup,for an amountof Rs. 25 lakhsor more in a single tranche. However,wherethe startup

companyis involved in the sectorwhereforeign investmentrequiresGovernmentapprovalcan

issueconvertiblenoteto non-residentsonly with theapprovalof theGovernment.

ȤCitizensof Pakistanor Bangladeshor entitiesregisteredin/incorporatedin thesecountriescannot

purchaseconvertiblenotesin Indianentities.

Foreign Investorsare requiredto invest at least Rs. 25,00,000/- or more in a single trancheto

subscribeto the Notes,andissuanceof equity sharesagainstsuchNotesneedsto comply with the

Regulations. In addition, non-residentIndiansare permittedto acquireNoteson non-repatriation

basisin accordancewith theRegulations.

Minimum purchase amount: 

In addition to the usual permitted modesof remittance,escrow arrangementshave also been

permittedfor making remittanceof considerationfor subscriptionto Notes. Suchescrowaccount

needsto be closed upon the earlier of: (a) the allotment of the Note and the remittanceof

considerationto theissuingstartup; and(b) theexpiry of 6 monthsfrom theaccountopeningdate.

Escrow for remittance of consideration: 

Other Procedures to be followed: 

Source- https://linkedstarsblog.com/2014/03/16/convertible-debt-what-how-plus-minus/

https://linkedstarsblog.com/2014/03/16/convertible-debt-what-how-plus-minus/
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TheAmendmentopensup an importantavenue

of fund raising for Indian startupsand is likely

to make them more attractive to early stage

ForeignInvestorswho areaccustomedto invest

by way of Notes. Theredemptionfeatureof the

Note is also expectedto make startupsmore

accountable. In a way, the Amendmentpermits

a certainminimumguaranteedreturnto Foreign

Investors, which the Regulations do not

otherwisepermit. Thoughthe definition seems

reasonablebut óstartupsôhaveto keepthe five

year period in mind. Once this period lapses,

the money received against the note will

continueto be a debt and have to be re-paid.

Thus, this point needsto be clarified by RBI

whetherthe investorand investeecanmutually

determine the interest rate at which the

convertible note may be repayable. Also, the

presentForeignDirect Investment(FDI) policy

in force restrictsandregulatesissuanceof debt

instrumentsto foreign investors. Thus,in order

to put this notification in force the Department

of Industrial Promotion& Policy (DIPP) need

to amendtheFDI policy accordingly.

Despite the major featuresset out above, the

Amendmentis expectedto havelimited impact

on the overall foreign investmentinto India, as

it is applicable only to entities defined as

'startups'by theDepartmentof IndustrialPolicy

andPromotion(i.e., anentity which is not more

than5 yearsold and the turnoverof which has

not exceeded INR 25,00,00,000 for any

financial year). Despitethe uncertaintiesin the

Amendment, the positive impact of the

Amendmenton the overall foreign investment

sentimentand India's image as a progressive

ecosystemfor startupscannotbeundermined.

Observations

Issue of Convertible Notes by Start ups ïA big leap | AcquisoryNews Chronicle

Investors are also permitted to acquire / transfer the Notes by way of sale, so long as the sale takes 

place in accordance with the pricing guidelines prescribed by the RBI.

Transferability 

Where startupsare engagedin sectorsrequiring governmentapproval for foreign investment,

governmentapprovalneedsto beobtainedbeforeissue/ transferof theNotesto ForeignInvestors.

Government Approval 

Startups issuing Notes are required to furnish reports as prescribed by the RBI.

Compliances 

*****
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1. Exchangefacility to foreign citizens

ReserveBank of India (RBI) vide Circular no.

RBI/2016-17/208 A.P. (DIR Series) Circular

No. 24 dated3rd January,2017 has increased

the time limit for foreign citizensto exchange

foreign exchangefor Indian currencynotesup

to a limit of Rs. 5000/- per week till January

31, 2017.

https://www.rbi.org.in/Scripts/NotificationUse

r.aspx?Id=10815&Mode=0

2. Allocation of cashfor rural areas

ReserveBank of India (RBI) vide Notification

No. RBI/2016-17/207 DCM (Plg)

No.2200/10.27.00/2016-17 dated 3rd January,

2017hasissuedcertainguidelineswith regard

to Allocation of cash for rural areassuch as

Distribution channelsand Proportion of cash

flow, Reporting for monitoring, Denominated

mix.

https://www.rbi.org.in/Scripts/NotificationUse

r.aspx?Id=10814&Mode=0

3. Foreign ExchangeManagement(Transfer

or Issue of Security by a Person Resident

outside India) (Fifteenth Amendment)

Regulations,2016

ReserveBank of India (RB) vide Notification

No. FEMA.377/2016-RB dated 10th January,

2017 has issued Foreign Exchange

Management(Transferor Issueof Securityby a

Person Resident outside India) (Fifteenth

Amendment) Regulations, 2016. The

amendmenthas been made in Regulation 2

wherein a new sub clausehas been inserted

with regard to convertible note. ñ(iiA)

óconvertiblenoteômeansan instrumentissued

by a startup companyevidencingreceipt of

moneyinitially as debt, which is repayableat

theoptionof theholder,or whichis convertible

into such number of equity shares of such

startupcompany,within a periodnot exceeding

five years from the date of issue of the

convertiblenote,upon occurrenceof specified

eventsas per the other terms and conditions

agreedto andindicatedin theinstrument;ò

https://www.rbi.org.in/Scripts/NotificationUse

r.aspx?Id=10825&Mode=0

4. Evidence of Import under Import Data

ProcessingandMonitoring System(IDPMS)

ReserveBank of India (RBI) vide Circular No.

27 dated 12th January,2017 has outlined the

obligation of purchaserof Foreign Exchange

and submissionof documentas Evidenceof

Import. In order to enhanceease of doing

businessand reduce transactioncosts, it has

been decided to discontinue submission of

hardcopyof Evidenceof Import documentsi.e.

BoE,with effect from December01, 2016, asit

is availablein IDPMS.

https://www.rbi.org.in/Scripts/NotificationUse

r.aspx?Id=10824&Mode=0

5. Enhancement of withdrawal limits from

ATMs andCurrent Accounts

ReserveBank of India (RB) vide Notification

No. RBI/2016-17/213 DCM (Plg)

No.2559/10.27.00/2016-17 dated16th January,

2017 has enhancedthe limit on withdrawals

from ATMs from the current limit of Rs.

4,500/- to Rs. 10,000/- perdaypercard(It will

be operativewithin theexistingoverall weekly

limit) .
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https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10815&Mode=0
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10814&Mode=0
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10825&Mode=0
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10824&Mode=0
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The limit on withdrawal from currentaccounts

hasalsobeenenhancedfrom thecurrentlimit of

Rs. 50,000/- per week to Rs. 1,00,000/- per

weekandit extendsto overdraftandcashcredit

accountsalso.

https://www.rbi.org.in/Scripts/NotificationUser.

aspx?Id=10826&Mode=0

6. Master Directions on AccessCriteria for

PaymentSystems

ReserveBank of India (RBI) vide Notification

No. RBI/DPSS/2016-17/51 Master Direction

DPSS.CO.OD.No.1846/04.04.009/2016-17

dated 17th January, 2017 has issued Master

Directions on Access Criteria for Payment

systems.

https://www.rbi.org.in/Scripts/NotificationUser.

aspx?Id=10833&Mode=0

7. Prohibition on Indian Party from making

direct investmentin countriesidentified by the

Financial Action Task Force (FATF) asñNon

Co-operativecountriesandterritoriesò

ReserveBank of India (RBI) vide Circular No.

RBI/2016-17/216 A.P. (DIR Series) Circular

No. 28 dated 25th January,2017 has issued

Circular on Prohibition on Indian Party from

makingdirect investmentin countriesidentified

by the Financial Action Task Force (FATF) as

ñNonCo-operativecountriesandterritoriesò.

At present,there is no restrictionon an Indian

Partywith regardto the countries,whereit can

undertakeOverseasDirect Investment. In order

to align, the instructionswith the objectivesof

FATF, on a review, it has been decided to

prohibit an Indian Party from making direct

investment in an overseasentity (set up or

acquired abroad directly as JV/ WOS or

indirectly as step down subsidiary)located in

thecountriesidentifiedby theFATF asñnonco-

operativecountriesand territoriesòas per list

availableon FATF websitewww.fatf-gafi.org or

as notified by the ReserveBank of India from

time to time.

https://www.rbi.org.in/Scripts/NotificationUser.

aspx?Id=10839&Mode=0

8. Limits on Cash withdrawals from Bank

accountsand ATMs - Restorationof statusquo

ante

ReserveBank of India (RBI) vide Notification

No. RBI/2016-17/217 DCM (Plg) No.

2905/10.27.00/2016-17 dated30th January,2017

it has beendecidedto withdraw all the limits

placed on cash withdrawals from Current

accounts/Cash credit accounts/Overdrafts

accountshas been withdrawn with immediate

effect. Thelimits on SavingsBankaccountswill

continue for the present and are under

considerationfor withdrawal in the nearfuture.

Limits placedon cashwithdrawalsfrom ATMs

standwithdrawnfrom February01, 2017.

https://www.rbi.org.in/Scripts/NotificationUser.

aspx?Id=10840&Mode=0
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https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10826&Mode=0
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10833&Mode=0
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10839&Mode=0
https://www.rbi.org.in/Scripts/NotificationUser.aspx?Id=10840&Mode=0


19

RBI

L
E

G
A

L
 U

P
D

A
T

E
S

JANUARY 2017 |

1. Exemption to Specified IFSC Private

company ïunder section 462 of the

CompaniesAct, 2013

Ministry of Corporate Affairs (MCA) has

issued Notification No G.S.R.(E) on

04.01.2017 regardingExemption to Specified

IFSC Private companyïunder section462 of

theCompaniesAct, 2013.

Central Government (MCA), directs that

certainprovisionsof theCompaniesAct, 2013,

as specified in the notification shall be

applicable to an private company which is

licensed to operateby the ReserveBank of

India or the SecuritiesandExchangeBoardof

India or the insurance Regulatory and

Development Authority of India from the

InternationalFinancialServicesCentrelocated

in an approved multi-services Special

Economic Zone set-up under the Special

Economic Zones Act. 2005 read with the

Special Economic Zones 2006 (hereinafter

referred to as ñSpecifiedIFSC private

companyò).

2. Exemption to Specified IFSC Public

company ïunder section 462 of the

CompaniesAct, 2013

Ministry of Corporate Affairs (MCA) has

issued Notification No G.S.R.(E) on

04.01.2017 regardingExemption to Specified

IFSC Public companyïunder section 462 of

theCompaniesAct, 2013.

Central Government (MCA), directs that

certainprovisionsof theCompaniesAct, 2013,

as specified in the notification shall be

applicableto anunlistedpublic companywhich

is licensedto operateby the ReserveBank of

India or the SecuritiesandExchangeBoardof

India or the insurance Regulatory and

Development Authority of India from the

InternationalFinancialServicesCentrelocated

in an approved multi-services Special

Economic Zone set-up under the Special

Economic Zones Act. 2005 read with the

Special Economic Zones 2006 (hereinafter

referred to as ñSpecifiedIFSC public

companyò).

3. Revisionof E-Form

As part of the Ministryôsefforts towards

providing greaterEaseof Doing Businessto

stakeholders,Form SPICe (INC-32) will be

revisedw.e.f 21 January2017so as to include

thefunctionalityof applyingfor CompanyPAN

and first TAN (allotted by IncomeTax Deptt)

in the Incorporation form itself.Applying for

PAN / TAN will be compulsoryfor all fresh

incorporation applications filed in the new

version of the SPICe form on or after 23

January2017.

Stakeholdersare advised to download new

versionof SPICeform for all freshapplications

from this date. For cases marked for

resubmission prior to 23 January 2017,

stakeholdersare required to download older

versionof SPICeform for resubmission.

4. Updationof Forms

Ministry of Corporate Affairs (MCA) has

provided that revisedversion of Form SPICe

(INC-32) will mandatorilyrequire application

for both PAN and TAN also. MCA21 system

will auto generatethe pre-filled application

forms 49A (PAN) and 49B (TAN) after

submissionof SPICe,

MCA UPDATE
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which the stakeholderswill be required to

download, affix digital signature and then

uploadbothsignedformson MCA21 systemas

linked forms. New version of SPICe

incorporation applications will be processed

only after Forms49A & 49B are duly signed,

uploadedand paymentis confirmedby MCA.

PAN (asallottedby IncomeTax Deptt) will be

printed in the Certification of Incorporation,

and TAN will be separatelycommunicatedto

thestakeholdersby email.

Further, it is also noted that filing of SPICe

forms (including resubmissions)will NOT be

permittedtemporarilyw.e.f from 1 PM on 20th

Januaryuntil 8 AM on 23rd January,2017.

Thereafter,MCA21 system will accept new

version of SPICefor fresh filings, as well as

old version of SPICefor filing of previously

markedresubmissioncases. No PAN or TAN

will be allotted for caseswhich were marked

for resubmissionprior to 23January2017.

5. Companies (Incorporation) Amendment

Rules,2017

Ministry of Corporate Affairs has notified

amendmentto the Companies(Incorporation)

Rules, 2014, which may be

called the Companies (Incorporation)

AmendmentRules,2017 and shall comeinto

force on the 30th day of January,2017. The

amendmentsin the principal rulesaremadeto

substitute Rule 18 to provide that the

Certificateof Incorporationshall be issuedby

the Registrar in Form No.INC-11 and the

Certificate of Incorporation shall mention

permanentaccount number of the company

where if it is issued by the Income-tax

Department. Further, revisedversion of Form

No. INC-11 and Form No. INC-32 have also

beenintroducedthroughthesaidnotification.

http://mca.gov.in/Ministry/pdf/IncorporatinRu

les_27012017.pdf

6. Applying for PAN / TAN will becompulsory

for all fresh incorporation applications filed

in thenewversionof the SPICeform.

As part of the Ministryôsefforts towards

promoting greaterEaseof Doing Businessto

stakeholders,new version of Form SPICe

(INC-32) with date of effect as 30th January

2017will benotified soon,soasto includethe

functionality of applying for Company PAN

andfirst TAN (allottedby IncomeTax Deptt) in

theSPICeform itself. Applying for PAN / TAN

will be compulsoryfor all fresh incorporation

applicationsfiled in the new version of the

SPICe form. Stakeholderswill be allowed to

downloadnew version of SPICeform for all

fresh incorporationapplicationsw.e.f 01 Feb

2017. For resubmitting SPICe forms filed

before 30th January 2017, stakeholdersare

requiredto useolderversionof theSPICeform

for resubmission,if needed. The old version

can be used only for resubmissions. Further,

Stakeholdersmay, therefore,kindly note that

filing of SPICe forms (including

resubmissions) will Not be permitted

temporarily w.e.f Saturday, 28th January

until Tuesday31stJanuary,2017.

MCA Updates | AcquisoryNews Chronicle

http://mca.gov.in/Ministry/pdf/IncorporatinRules_27012017.pdf
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1. Reference to Circular no.

FITTC/FII/ 02/2002 dated May 15, 2002- In

regard to credit of proceedsdueto write off of

securities held by Foreign Portfolio

Investors/deemedForeign Portfolio Investors.

SEBI vide Circular No. IMD/HO/FPIC/CIR/P/

2017/ 001 dated 2nd January2017 has made

modification to Circular no.

FITTC/FII/02/2002datedMay 15, 2002-, SEBI

hasestablishedits own InvestorProtectionand

EducationFund. It has beenprovided that in

caseof Disinvestmentcustodianis unable to

deliver the securitiesor ascertainthe claimant

for the securitiesthat are receivedsubsequent

to write off due to any unforeseen

circumstancesviz. deemedForeign Portfolio

Investor/ForeignPortfolio Investor no longer

existing/operating or expiry of SEBI

registration/FEMAapproval, etc., the sale of

these securities through stock exchangeand

proceeds thereof net of expensesshall be

credited to the Investors Protection and

EducationFund of SEBI not later than 7 days

from thedateof receiptthereof.

Further,in caseof receiptof corporatebenefits

in the form of securitiesarising out of shares

written off, the sameshall be reportedto SEBI

in the normal manner. Similarly, corporate

benefits received in the form of cash viz.

dividend shall be credited to the Investors

Protection and Education Fund of SEBI not

later than7 daysfrom thedateof receiptof the

same.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1483359407472.pdf

2. Guidelinesfor participation/functioning of

Eligible Foreign Investors(EFIs) and FPIs in

International Financial Services Centre

(IFSC).

Securities ExchangeBoard of India (SEBI)

vide Circular No. IMD/HO/FPIC/CIR/P/2017/

003dated4th January2017has2 datedMay 15,

2002-, SEBI has modified Guidelines for

participation/functioningof Eligible Foreign

Investors (EFIs) and FPIs in International

FinancialServices(IFSC). It hasbeendecided,

SEBI registered FPIs (FPIs), proposing to

operatein IFSC, shall be permitted, without

undergoing any additional documentation

and/orprior approvalprocess.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1483509795386.pdf

3. GuidanceNoteon BoardEvaluation

Securities ExchangeBoard of India (SEBI)

vide Circular No.

SEBI/HO/CFD/CMD/CIR/P/2017/004dated5th

January,2017 has issued GuidanceNote on

Board Evaluation. SEBI together with the

Board Evaluation processprevalent in India

and in analysis with the global practices in

various jurisdictions like regulatory

requirements,best practices, internal versus

externalevaluation,disclosurerequirements

4. SEBI (Listing Obligations and Disclosure

Requirements) (Third Amendment)

Regulations,2016

Securities ExchangeBoard of India (SEBI)

vide Notification dated4th January,2017 has

issued SEBI (Listing Obligations and

DisclosureRequirements)(Third Amendment)

Regulations,2016. The amendmenthas been

madein Regulation26 whereinthe Regulation

now titled as ñObligationswith respect to

employeesincluding senior management,key

managerialpersons,directorsandpromotersò.

SEBI UPDATE

http://www.sebi.gov.in/cms/sebi_data/attachdocs/1483359407472.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1483509795386.pdf
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A new sub regulation (6) has been inserted

which says - No employee including key

managerialpersonnelor directoror promoterof

a listedentityshallenterinto anyagreementfor

himself or on behalfof any otherperson,with

any shareholderor any other third party with

regard to compensationor profit sharing in

connectionwith dealings in the securitiesof

suchlisted entity, unlessprior approvalfor the

same has been obtained from the Board of

Directorsaswell aspublic shareholdersby way

of anordinaryresolution.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1483605829638.pdf

5. SEBI (Alternative Investment Funds)

(Amendment)Regulations,2016

Securities ExchangeBoard of India (SEBI)

vide Notification dated4th January,2017 has

issued SEBI (Alternative Investment Funds)

(Amendment)Regulations,2016.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1483605567029.pdf

6. Amendments to the SEBI (Portfolio

Managers) Regulations, 1993 to provide a

framework for registration of fund managers

for overseasfunds, pursuant to introduction

of Section9A in the IncomeTax Act, 1961

Securities ExchangeBoard of India (SEBI)

vide PressReleasedated6th January,2017has

made amendment to the SEBI (Portfolio

Managers) Regulations, 1993 to provide a

framework for registrationof fund managers

for overseasfunds,pursuantto introductionof

Section9A in theIncomeTaxAct, 1961.

http://www.sebi.gov.in/sebiweb/home/detail/35

523/yes/PR-Amendments-to-the-SEBI-

Portfolio-Managers-Regulations-1993-to-

provide-a-framework-for-registration-of-fund-

managers-for-overseas-funds-pursuant-to-

introduction-of-Section-9A-in-the-Income-

Tax-Act-1961

7. Securities and Exchange Board of India

(Foreign Portfolio Investors) (Amendment)

Regulations,2017

Securities ExchangeBoard of India (SEBI)

vide Notification dated12th January,2017 has

issued Securities Exchange Board of India

(Foreign Portfolio Investors) (Amendment)

Regulations,2017.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1484304556024.pdf

8. SEBI BoardMeeting

Securities ExchangeBoard of India (SEBI)

vide Press Release No. 5/2017 dated 14th

January,2017hastakenthefollowing decisions

ï

Reductionof Feespayableby brokersby 25%

and Calibration of other fees - SEBI for the

next threefinancial years,theBoarddecidedto

reducethe feespayableby brokerby 25%, i.e.

from Rs.20/- per crore of turnover to Rs.15/-

per crore of turnover. This will result in

reduction of overall cost of transactionsand

will benefit the investors and promote the

developmentof securitiesmarket. Review of

advertisementguidelinesfor Mutual Funds-

the Board has decidedthat: While publishing

performance related information in

advertisement of Mutual Fund schemes,

Performanceof Mutual Fundschemesshall be

advertisedin terms of CAGR for the past 1

year, 3 years,5 yearsand since inception; in

place of current requirement to publish

schemeôsreturns for as many twelve month

periods as possible for the past 3 years.

Investment by Mutual Funds in Hybrid

Instruments - the Board decided that the

following investment restrictions will be

applicable: (i) A Mutual Fundschemeshallnot

invest more than 5% of its NAV in units of a

singleissuerof REITsandInvITs. Suchlimit of

5% shall not be applicablefor investmentsin

caseof indexfund or sectoror industryspecific

scheme pertaining to REITs and InvITs.

Regulatory Framework on Schemes of

Arrangements ï Mergers and Demergers

Empowermentof StockExchangesfor

SEBI Updates | AcquisoryNews Chronicle

http://www.sebi.gov.in/cms/sebi_data/attachdocs/1483605829638.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1483605567029.pdf
http://www.sebi.gov.in/sebiweb/home/detail/35523/yes/PR-Amendments-to-the-SEBI-Portfolio-Managers-Regulations-1993-to-provide-a-framework-for-registration-of-fund-managers-for-overseas-funds-pursuant-to-introduction-of-Section-9A-in-the-Income-Tax-Act-1961
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1484304556024.pdf
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effective regulation of Listed Entities SEBI

(Issue and listing of Debt Securities by

Municipalities) Regulations,2015 to provide

for a criteria alternative to ñNetWorthòfor

municipalities making public issue of debt

securities under these regulations SEBI

(Settlement of Administrative and Civil

Proceedings) Regulations, 2014 Enabling

Payment by Digital Mode - The Board

approved the proposal to amend various

Regulationsto enablethe market participants

to make payments to SEBI through digital

mode(suchasNEFT/RTGS).

http://www.sebi.gov.in/sebiweb/home/detail/35

602/yes/PR-SEBI-Board-Meeting

9. Securities Contracts (Regulation) (Stock

Exchanges and Clearing Corporations)

(Amendment)Regulations,2017

Securities ExchangeBoard of India (SEBI)

vide Notification dated12th January,2017has

issuedSecuritiesContracts(Regulation)(Stock

Exchanges and Clearing Corporations)

(Amendment)Regulations,2017.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1484304686250.pdf

10. Criteria for Eligibility, Retentionand re-

introduction of derivative contracts on

Commodities

Securities ExchangeBoard of India (SEBI)

vide Circular No.

SEBI/HO/CDMRD/DMP/CIR/P/2017/6 dated

20th January, 2017 it has been decided to

prescribethe criteria for eligibility, retention

and reintroductionof derivative contractson

commoditiesshall be followed by all national

commodityderivativesexchanges('exchange').

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1484906990008.pdf

11. Fair and transparentaccessto data feeds

of thestockexchanges

Securities ExchangeBoard of India (SEBI)

vide Circular No.

SEBI/HO/MRD/DP/CIR/P/2017/08 dated 20th

January,2017 it has beendecidedthat stock

exchangesshall formulate a comprehensive

policy documentfor providing stock market

relateddatato the marketparticipantsin a fair

and transparentmanner, irrespective of the

type of mechanism used by the stock

exchangesfor broadcastingof data.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1484915770520.pdf

10. Proceduresfor ExchangeListing Control

Mechanism

Securities ExchangeBoard of India (SEBI)

vide Circular No.

SEBI/HO/MRD/DSA/CIR/P/2017/9 dated27th

January, 2017 Regulation 45 of the SECC

Regulations provides for listing of stock

exchangeson any recognisedstock exchange,

other than itself and its associatedstock

exchange. It hasbeendecidedthat the Listing

Departmentof thelisting stockexchange(i.e. a

stock exchangeon which the listing is done)

shall be responsible for monitoring the

complianceof the listed stockexchange(i.e. a

stock exchangewhich is getting listed) as in

the caseof listed companies. The Independent

Oversight Committee of the listing stock

exchangeshallexerciseoversightat thesecond

level to deal with the conflicts, if any. An

independentConflict Resolution Committee

(CRC) constitutedby SEBI, with an objective

for independentoversight and review, shall

monitor potential conflicts betweenlisted and

listing stock exchangeon a regularbasis. The

listed stock exchange aggrieved by the

decision of the Independent Oversight

Committeeof the listing exchangemayappeal

to theCRC.

http://www.sebi.gov.in/cms/sebi_data/attachdo

cs/1485515472109.pdf

SEBI Updates | AcquisoryNews Chronicle

http://www.sebi.gov.in/sebiweb/home/detail/35602/yes/PR-SEBI-Board-Meeting
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1484304686250.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1484906990008.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1484915770520.pdf
http://www.sebi.gov.in/cms/sebi_data/attachdocs/1485515472109.pdf
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1. Black Money (Undisclosed Foreign

Incomeand Assets)and Imposition of Tax

(Amendment)Rules,2016

Ministry of Finance(Departmentof Revenue)

hasissuedBlack Money (UndisclosedForeign

Income and Assets) and Imposition of Tax

(Amendment)Rules, 2016 which shall come

into forceon thedateof their publicationin the

Official Gazette. Amendmentis madeto insert

Rule 13 regardingPaymentof sumundersub-

sections(2) or (5) of section32 of the Black

Money (Undisclosed Foreign Income and

Assets)andImpositionof Tax Act, 2015, Rule

14 regarding Service of notice, summons,

requisition,order or any other communication

under section 74, Rule 15 regarding

Application for Approvedvaluerundersection

77. The Rules also provide Form 8 for

Application for registration as an approved

valuer under sub-section(1) of section77 of

theBlack Money(UndisclosedForeignIncome

andAssets)andImpositionof TaxAct, 2015

http://www.incometaxindia.gov.in/communica

tions/notification/notification123_2016.pdf

6.Pdf

2. Central Board of Direct Taxessigns three

more AdvancePricing Agreementspertaining

to the Engineering Goods and Shipping

sectors.

Ministry of Finance,Central Board of Direct

Taxes (CBDT) vide PressReleasedated 4th

January,2017 hasenteredinto threeunilateral

Advance Pricing Agreements (APAs). The

three APAs signed today pertain to the

EngineeringGoodsandShippingsectorsof the

economy. The international transactions

covered in these agreementsinclude Intra-

groupServicesandSupportServices.

With this, the total number of APAs entered

into by the CBDT has reached120 which

includes7 bilateral APAs and 113 Unilateral

APAs. A total of 56APAs (4 bilateralAPAsand

52 unilateralAPAs) havebeenenteredinto in

the currentfinancial year till date. The CBDT

expectsmoreAPAs to beconcludedandsigned

in thenearfuture.

3. CabinetapprovesAgreementbetweenIndia

and Uruguay regarding Cooperation and

Mutual Assistancein CustomsMatters

Ministry of Financevide PressReleasedated

4th January, 2017 as approved signing and

ratifying an Agreement between India and

Uruguay regarding Cooperation and Mutual

Assistancein CustomsMatters.

The Agreementwill help in the availability of

relevant information for the prevention and

investigation of Customs offences. The

Agreementis also expectedto facilitate trade

and ensureefficient clearanceof goodstraded

betweenthecountries.

The draft Agreement takes care of Indian

Customs' concerns and requirements,

particularly in the area of exchange of

information on the correctnessof the Customs

value declared,the authenticityof certificates

of origin of goodsand the descriptionof the

goodstradedbetweenthetwo countries.

4. Income-tax Rules amendedto provide that

bank shall obtain and link PAN or Form No.

60 (wherePAN is not available)in all existing

bank accounts (other than BSBDA) by

28.02.2017.

Ministry of Finance,Central Board of Direct

Taxes(CBDT) vide PressReleasedated8th

TAXATION UPDATE

http://www.incometaxindia.gov.in/communications/notification/notification123_2016.pdf
http://www.incometaxindia.gov.in/Lists/Press%20Releases/Attachments/566/Filing-Revised-Income-Tax-Returns-Tax-Payers-Post-De-Monetisation-Currency-14-12-2016.pdf
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January,2017hasamendedIncomeTax Rules

to providethat bankshall obtainandlink PAN

or FormNo. 60 (wherePAN is not available)in

all existingbankaccounts(otherthanBSBDA)

by 28.02.2017, if not already done. In this

connection,it maybementionedthat RBI vide

circulardated15.12.2016hasmandatedthatno

withdrawalshall be allowedfrom the accounts

having substantial credit balance/depositsif

PAN or Form No.60 is not providedin respect

of such accounts. Therefore,personswho are

having bank accountbut have not submitted

PAN or Form No.60 areadvisedto submit the

PAN or FormNo. 60 to thebankby 28.2.2017.

The banks and post offices have also been

mandatedto submit information in respectof

cash depositsfrom 1.4.2016 to 8.11.2016 in

accountswhere the cash depositsduring the

period 9.11.2016 to 30.12.2016 exceedsthe

specifiedlimits.

It has also beenprovided that personwho is

required to obtain PAN or Form No.60 shall

record the PAN/Form.No.60 in all the

documentsandquotethesamein all thereports

submittedto theIncome-tax Department.

http://www.incometaxindia.gov.in/communica

tions/notification/notification_2_2017.pdf

5. India and Kazakhstan sign Protocol to

amend the Double Taxation Avoidance

Convention(DTAC)

Ministry of Financevide PressReleasedated

6th January, 2017 has signed a Protocol to

amendtheexistingDoubleTaxationAvoidance

Convention(DTAC) betweenthetwo countries

which was earlier signed on 9th December,

1996 for the avoidanceof doubletaxationand

for thepreventionof fiscal evasionwith respect

to taxeson income.

Salientfeaturesof theProtocolareasunder:

(i) The Protocol provides internationally

acceptedstandardsfor effective exchangeof

information on tax matters. Further, the

information receivedfrom Kazakhstanfor tax

purposes can be shared with other law

enforcementagencieswith authorisationof the

competentauthority of Kazakhstanand vice

versa.

(ii) The Protocol inserts a Limitation of

BenefitsArticle, to providea mainpurposetest

to preventmisuseof the DTAC and to allow

application of domestic law and measures

againsttax avoidanceor evasion.

(iii) The Protocolinsertsspecificprovisionsto

facilitaterelievingof economicdoubletaxation

in transfer pricing cases. This is a taxpayer

friendly measureand is in line with Indiaôs

commitment under Base Erosion and Profit

Shifting (BEPS) Action Plan to meet the

minimum standard of providing Mutual

AgreementProcedure(MAP) accessin transfer

pricing cases.

(iv) The ProtocolinsertsservicePE provisions

with a threshold and also provides that the

profits to beattributedto PEwill bedetermined

on thebasisof apportionmentof total profits of

theenterprise.

(v) The Protocol replacesexisting Article on

Assistancein Collection of Taxeswith a new

Article to align it with internationalstandards.

6. New designof PAN card with effect from

January1, 2017

NSDL e-Governance Infrastructure Limited

PAN Services vide Circular No.

NSDL/TIN/12017/001dated10th January,2017

hasinformedthat IncomeTax Departmenthas

prescribed certain changes in the existing

design of the PAN cards. Accordingly, with

effect from January1, 2017, PAN cards are

being printed as per the new design

specificationsapprovedby ITD.

New features:

(i) Quick Response(QR) codehavingdetailsof

the PAN applicantis printed on PAN card for

enablingverificationof thePAN Card;

(ii) Legends have been incorporated for

particularsName, fatherôs,and date of birth

fields. Position of PAN & signaturehas been

changed.

(iii) Position of PAN & signaturehas been

changed.

Taxation Updates | AcquisoryNews Chronicle
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7. Migration of existing Central

Excise/ServiceTax Assesseesto GST

Ministry of Finance,Central Board of Excise

and Customs vide Instruction No.

F.No.IV(33)16/2016 dated6th January,2017 it

hasbeeninstructedthat .As per Sec166 of the

draft CGSTAct readwith relevantrules,every

CentralExcise/ ServiceTax assessechavinga

valid PAN shall be grantedregistrationunder

GST regime on a provisional basis. For such

assessees, GSTNshallgenerateprovisionalIDs

and communicatethe same to the assessees

through CBEC for migration to the GST

regime. The DirectorateGeneralof Systems,

CBEC has made necessaryarrangementof

communicatingthe provisionalIDs alongwith

passwordsto the respective assesseesin a

secured manner through the ACES portal

(aces.gov.in).

8. CBDT issuesCircular on Deductionof Tax

at Source income-Tax Deduction From

Salaries Under Section 192 of The Income-

Tax Act, 1961 during The Financial Year

2016-17

The CBDT has issued a Circular which

containsthe ratesof deductionof IncomeTax

from the paymentof incomechargeableunder

the head "Salaries" during the financial year

2016-17 andexplainscertainrelatedprovisions

of the Act and Income-tax Rules, 1962. The

relevantActs, Rules,Forms and Notifications

arealsoavailableat the websiteof the Income

Tax Department. Furtherthe circular hasbroad

scheme of tax deduction at source from

ñSalariesò,Personsresponsiblefor deduction

tax & their dutiesand methodof computation

of incomeundertheheadñSalariesò.

http://www.incometaxindia.gov.in/communica

tions/circular/tds%202017.pdf

9. India and Kazakhstan sign Protocol to

amend the Double Taxation Avoidance

Convention(DTAC)

Ministry of Financehad issueda pressrelease

on signingof a Protocol to amendthe Double

Taxation Avoidance Convention (DTAC)

betweenIndia and Kazakhstan. The existing

Double Taxation Avoidance Convention

(DTAC) was madebetweenthe two countries

on 9th December,1996 for the avoidanceof

doubletaxationandfor thepreventionof fiscal

evasionwith respectto taxeson income. This

Protocol provides internationally accepted

standardsfor effectiveexchangeof information

on tax matters. The Protocol inserts a

Limitation of Benefits Article, to provide a

main purposetest to prevent misuse of the

DTAC and to allow application of domestic

law and measuresagainst tax avoidanceor

evasion. The Protocol inserts specific

provisions to facilitate relieving of economic

doubletaxationin transferpricing caseswhich

is a taxpayer friendly measure. Further, the

ProtocolreplacesexistingArticle on Assistance

in Collection of Taxeswith a new Article to

align it with internationalstandards.

http://pib.nic.in/newsite/PrintRelease.aspx?rel

id=156176

10. Clarifications on the Taxation and

InvestmentRegimefor PradhanMantri Garib

KalyanYojana, 2016

Ministry of Finance,Central Board of Direct

Taxes(CBDT) vide Circular No. 2/2017dated

17th January,2017 has issueda set of twelve

FAQs with regardto Taxationand Investment

Regime for Pradhan Mantri Garib Kalyan

Yojana, 2016 (PMGKY) commencedon 17th

December,2016andis openfor declarationsup

to 31st March,2017.

The Circular inter alia providesclarifications

on issuessuchasthedepositseligible for being

declared under the Scheme, eligibility for

making a declaration under the Scheme,

adjustmentof seizedcashagainstthe payment

of tax,surchargeandpenaltyundertheScheme

etc.

http://www.incometaxindia.gov.in/pages/com

munications/index.aspx

Taxation Updates | AcquisoryNews Chronicle
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11. Procedurefor registration and submission

of statementof financial transactions (SFT)

asper section285BA of Income-tax Act, 1961

read with Rule 114E of Income-tax Rules,

1962

Ministry of Finance,Central Board of Direct

Taxes(CBDT) vide Notification No. 1 of 2017

dated 17th January,2017 has laid down the

procedurefor registration and submissionof

statementof financial transactions(SFT)asper

Section285BA of IncomeTax Act, 1961 read

with Rule114E of IncomeTax Rules,1962.

http://www.incometaxindia.gov.in/communica

tions/notification/systemnotification1_2017.pd

f

12. Cabinet approvesListing of Government

owned General Insurance Companiesat the

stockexchanges

Ministry of Financevide PressReleasedated

18th January,2017 has given its óinprincipleô

approval for listing the following five

Government owned General Insurance

Companiesin thestockexchanges. Theseare:

(i) TheNew IndiaAssuranceCompanyLtd.

(ii) UnitedIndia InsuranceCompanyLtd.,

(iii) OrientalInsuranceCompanyLtd.,

(iv) NationalInsuranceCompanyLtd. and

(v) GeneralInsuranceCorporationof India.

The shareholding of these Public Sector

General InsuranceCompanies(PSGICs) will

be divestedfrom 100 percentto 75 percentin

one or more tranchesover a period of time.

During the processof disinvestment,existing

rules and regulations of Securities and

ExchangeBoardof India (SEBI) andInsurance

Regulatory and Development Authority of

India (IRDAI) will befollowed.

Listing of (PSGICs) is likely to yield the

following benefits:

a. Listing on the Stock Exchangenecessitates

compliancewith a numberof disclosuresand

accountingrequirementsof SEBI, which acts

as an additional oversight mechanism. The

disclosuresbring abouttransparencyandequity

in thecompaniesfunctioning.

b.Listing is expected to lead to improved

corporate governanceand risk management

practicesleading to improved efficiency. A

greaterfocuson growth and earningscan also

beexpected.

c. Listing will openthe way for the companies

to raise resourcesfrom the capital market to

meet their fund requirementsto expandtheir

businesses,insteadof being dependenton the

Governmentfor capitalinfusion.

13. Clarifications on the Taxation and

InvestmentRegimefor PradhanMantri Garib

KalyanYojana, 2016

Ministry of Finance,Central Board of Direct

Taxes(CBDT) vide Circular No. 2/2017dated

18th January,2017hasissuedClarificationson

the Taxation and Investment Regime for

Pradhan Mantri Garib Kalyan Yojana,

2016. TheTaxationandInvestmentRegimefor

PradhanMantri Garib Kalyan Yojana, 2016

provides an opportunity to persons having

undisclosedincome in the form of cash or

deposit in an account maintained with a

specifiedentity to declaresuchincomeandpay

tax,surchargeandpenaltytotalingin all to 49.9

per cent of suchdeclaredincomeand makea

mandatorydepositof not lessthan25% of such

income in the PradhanMantri Garib Kalyan

Deposit Scheme, 2016.The Scheme has

commencedon 17.12.2016 and shall remain

openfor declarations/depositupto 31.03.2017.

The Central Governmenthas consideredthe

queriesand decidedto clarify the samein the

form of questionsandanswers.

http://www.incometaxindia.gov.in/communica

tions/circular/circular02_2017.pdf

14. CBDT kept Indirect Transfer Provision

circular in abeyance

Ministry of Finance,Central Board of Direct

Taxes (CBDT) vide Circular No. 4 of 2017

dated20th January,2017haskepttheCircular

Taxation Updates | AcquisoryNews Chronicle
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No. 41/2016 dated 21st December, 2016

regardingIndirectTransferProvisionsunderthe

IncomeTaxAct, 1961underabeyance.'

http://www.incometaxindia.gov.in/communicat

ions/circular/circular4_2017.pdf

15. CBDT clarification on filing of SLPs /

appeals

Ministry of Finance,Central Board of Direct

Taxes (CBDT) vide Circular No. 5 of 2017

dated 23rd January, 2017 has provided

clarification with regardto Instructionsissued

vide CBDT Circular No. 21/2015 dated

10.12.2015, to the effect that appeals/SLPs

should not be filed in caseswhere tax effect

doesnot exceedthe monetarylimits specified

underpara3 of thesaidCircular.

http://www.incometaxindia.gov.in/communicat

ions/circular/circular5_2017.pdf

16. Clarifications on implementationof GAAR

provisionsunder the IncomeTax Act, 1961

Ministry of Finance,Central Board of Direct

Taxes (CBDT) vide Circular No. 7 of 2017

dated27th January,2017 it has beenclarified

that if the jurisdiction of FPI is finalized based

on non-tax commercialconsiderationsand the

main purpose of the arrangementis not to

obtain tax benefit, GAAR will not

apply. GAAR will not interplaywith the right

of the taxpayerto selector choosemethodof

implementing a transaction. Further,

grandfatheringasper IT Ruleswill beavailable

to compulsorilyconvertibleinstruments,bonus

issuancesor split / consolidationof holdingsin

respectof investmentsmadeprior to 1st April

2017 in the handsof sameinvestor. It hasalso

beenclarified that adoptionof anti-abuserules

in tax treatiesmay not be sufficient to address

all tax avoidancestrategiesand the sameare

required to be tackled through domesticanti-

avoidance rules. However, if a case of

avoidance is sufficiently addressed by

Limitation of Benefits (LoB) provisionsin the

tax treaty, there shall not be an occasionto

invokeGAAR.

http://www.incometaxindia.gov.in/communicat

ions/circular/circular7_2017.pdf

17. Departmentof TradeandTaxes

Extension for filing of online return for 3rd

Quarterof 2016-17

Department of Trade and Taxes has

allowed extensionfor filing of onlinereturnfor

3rd Quarterof 2016-17. Thereby,the last date

of filing of online/hardcopy of third quarter

return for the year 2016-17 in form DVAT-16,

DVAT-17 and DVAT-48 has been extended

to 13/02/2017. However, the tax due shall

continueto be paid in the usualmanneras per

the provisions of Section 3(4) of the Delhi

Value AddedTax Act, 2004. The dealersfiling

thereturnsthroughdigital signatureneednot be

requiredto file hard copy of the return/ Form

DVAT-56.

http://dvatonline.gov.in/Docs/Circulars/162450

6.pdf
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1. Cabinet approvessigning of MoU between

India and Portugal in the field of agriculture

andallied sectors

Ministry of Agriculture vide Press Release

dated4th January,2017 hasgiven its approval

for signingof an Agreementfor cooperationin

the field of Agriculture and allied sectors

betweenIndia andPortugal.

The Agreement covers various activities in

these fields which include exchange of

scientific and technical information, trade in

plants and plant products, exchange of

information in phytosanitary issues, training

programmes, seminarsandvisits of expertsand

consultants.

2. Cabinet approvesMoU betweenIndia and

Kenyaon bilateral cooperationin the field of

agriculture andallied sectors

Ministry of Agriculture vide Press Release

dated4th January,2017hasapprovedsigningof

a Memorandum of Understanding (MoU)

between India and Kenya on bilateral

cooperation in the field of agriculture and

allied sectors.

The MoU covers various activities in these

fields which include agricultural research,

animal husbandry and dairy, livestock and

fisheries horticulture, natural resource

management,post-harvest managementand

marketing, soil and conservation, water

management, irrigation farming systems

development and integrated watershed

development integrated pest management,

agricultural plant, machineryand implements,

sanitaryandphytosanitaryissues.

3. EPF Statutory dues for the month of

Decembercan bepaid by20th January2017

Ministry of Labour & Employmentvide Press

Releasedated13th January,2017 it has been

decided that the issues arising out of

stabilisation of the Unified Portal for

employers with UAN Based simplified

Electronic Challan cum Return filing system

theremittancefor themonthof December2016

canbepaidby 20th January2017.

The Portal was launched by EPFO on

23.12.2016, which helpsin submissionof UAN

basedreturnsandchallans. It hasbeennoticed

thatdueto increasedtraffic on theportal,many

employers have faced some difficulty in

upfront allotment of UAN, connectivity/login

issues, website slowing down and also

unfamiliarity of the new processes. The

Statutoryduesare to be paid by 15th of every

month.
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