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Dear Seniors, Friends & Colleagues 

 

As I write this foreword, I can see the rain drop on soil emanating the most awaited fragrance. Mon-
soon is a sign that we will get relief from this scorching heat and good monsoon also helps in prosperity 
of our country as our agriculture is more or less dependent on monsoon. Monsoon also fosters energy 
and enthusiasm around environment right from plants to people and whole of surrounding suddenly 

becomes happy. 

As we are close to end of July, we all fraternity members must be busy in finalization of financials of our 
clients. It's time to put all our efforts in the form of reports and presenting in better manner to all 
stakeholders. It's time we have to gather with all team members deliberate and come out with the best 
results. In today's dynamic world it's very important to present the things in the best possible manner 
and things revolve around presentation recent example is our Prime Minister Modi’s speech to US con-
gress which has impressed the whole world. So it's time we see all relevant regulatory updates and lat-
est developments and incorporate in our workings. The speech in U.S. has highlighted the importance of 

presentation and increased India standing in the world. 

The jolt from the Brexit verdict to global financial markets has been near catastrophic, with stocks and 
currencies bleeding and bonds going into a tailspin. But fortnight after Britain voted to exit the Euro-
pean Union (EU), U.K. Business Secretary Sajid Javid on Friday held talks with Commerce & Industry 
Minister Nirmala Sitharaman on the possibility of inking a separate UK-India Free Trade Agreement 

(FTA). 

Central bank has maintained status quo in line with the market expectations. Retail inflation is slightly 
lower in May; Food inflation is expected to moderate after good monsoon; on the other hand IIP disap-

pointed at -0.8% in April 2016. 

 

Best Wishes, 

 

 

 

CA Lalit Bajaj 

Communiqué  
LLB & CO. 

July 2016 Volume V, Issue 4 

Just to Remind You: 

• July 21 - Payment of 

MVAT 

• July 31 - TDS Return for 

June Quarter 

• July 31 - Filing of IT Re-
turn by Individuals, HUF, 
AOPs, BOIs, Trust and 
Political Party (Without 

Audit) 

• July 31 - Payment & 
Monthly Return of Ma-

harashtra PT 
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The Income Declaration 
Scheme, 2016 (hereinafter 
referred to as ‘the Scheme’) 
incorporated as Chapter IX of 
the Finance Act, 2016 pro-
vides an opportunity to per-
sons who have not paid full 
taxes in the past to come for-
ward and declare the undis-
closed income and pay tax, 
surcharge and penalty totaling 
in all 45% of such undisclosed 
income declared. The Income 
Declaration Scheme Rules, 
2016 (hereinafter referred to 
as ‘the Rules’) have been 
n o t i f ie d .  I n  th is  re -
gard, Circular No. 17 of 2016 
dated 20th May, 2016issued 
by the Board provided clarifi-
cations to 14 queries. Subse-
quently, further queries have 
been received from the public 
about various provisions of 
the Scheme. The Board has 
considered the same and the 
following clarifications are 

issued.- 

Question No.1: If only part 
payment of the tax, surcharge 
and penalty payable on undis-
closed income declared under 
the Scheme is made before 
30.11.2016, then whether the 
entire declaration fails as per 
section 187(3) of the Finance 
Act, 2016 or pro-rata declara-
tion on which tax, surcharge 
and penalty has been paid 

remains valid? 

Answer: In case of part pay-
ment, the entire declaration 
made under the Scheme shall 
be invalid. The declaration 
under the Scheme shall be 
valid only when the complete 
payment of tax, surcharge and 
penalty is made on or before 

30.11.2016. 

Question No.2: In case of 
amalgamation or in case of 
conversion of a company into 
LLP, if the amalgamated entity 
or LLP, as the case may be, 
wants to declare for the year 
prior to amalgamation/

conversion, then whether a 
declaration is to be filed in the 
name of amalgamated entity/
LLP or in the name of the 
amalgamating company or 
company existing prior to con-

version into LLP? 

Answer: Since the amalgamat-
ing company or the company 
prior to conversion into LLP is 
no more into existence and 
the assets/liabilities of such 
erstwhile entities have been 
taken over by the amalga-
mated company/LLP, the dec-
laration is to be made in the 
name of the amalgamated 
company or the LLP, as the 
case may be, for the year in 
which the amalgamation/

conversion takes place. 

Question No.3: Whether the 
Scheme is open only to resi-
dents or to non-residents 

also? 

Answer: The Scheme is avail-
able to every person, whether 

resident or nonresident. 

Question No.4: If undisclosed 
income relating to an assess-
ment year prior to A.Y. 2016-
17, say A.Y. 2001-02 is de-
tected after the closure of the 
Scheme, then what shall be 
the treatment of undisclosed 

income so detected? 

Answer: As per the provisions 
of section 197(c) of the Fi-
nance Act, 2016, such income 
of A.Y. 2001-02 shall be as-
sessed in the year in which 
the notice under section 148 
or 153A or 153C, as the case 
may be, of the Income-tax Act 
is issued by the Assessing 
Officer. Further, if such undis-
closed income is detected in 
the form of investment in any 
asset then value of such asset 
shall be as if the asset has 
been acquired or made in the 
year in which the notice under 
section 148/153A/153C is 
issued and the value shall be 
determined in accordance 

with rule 3 of the Rules. 

Question No.5: Whether a 
person on whom a search has 
been conducted in April, 2016 
but notice under section 153A 
i s  n o t  s e r v e d  u p t o 
31.05.2016, is eligible to 
declare undisclosed income 

under the Scheme? 

Answer: No, in such a case 
time for issuance of notice 
under section 153A has not 
expired. Hence the person is 
not eligible to avail the 
Scheme in respect of assess-
ment years for which notice 
under section 153A can be 

issued. 

Question No.6:As per Circular 
No.17 of 2016, question 
No.14, it is not mandatory to 
attach the valuation report. 
But Form-1 states “attach 
valuation report”. How to inter-

pret? 

Answer: It is necessary for the 
declarant to obtain the valua-
tion report but it is not manda-
tory for him to attach the 
same with the declaration 
made in Form-1. However, the 
jurisdictional Pr. Commis-
sioner/ Commissioner in order 
to ascertain the correctness of 
the value of the asset quoted 
in Form-1 may require the 
declarant to file the valuation 
report before issuing the ac-
knowledgment in Form-2. In 
such a circumstance, it will be 
necessary for the declarant to 
make the report available to 
the Pr. Commissioner/

Commissioner. 

Question No.7: Is it mandatory 
to furnish PAN in the Form of 

declaration? 

Answer: Yes, PAN is the 
unique identifier for all direct 
tax purposes. This is also nec-
essary in order to claim the 
benefits and immunities avail-

able under the Scheme. 

Question No.8: If any proceed-

Clarifications on the Income Declaration Scheme, 2016 
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available to 
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ing is pending before the Set-
tlement Commission, can a 
person be considered eligible 

for the Scheme? 

Answer: No, a person shall not 
be eligible for the Scheme in 
respect of assessment years 
for which proceeding is pend-
ing with Settlement Commis-

sion. 

Question No.9: Land is ac-
quired by the assessee in year 
2001 from assessed income 
and is regularly disclosed in 
return of income. Subse-
quently in the year 2014, a 
building is constructed on the 
said land and the construction 
cost is not disclosed by the 
assessee. What shall be the 
fair market value of such 
building for the purposes of 

the Scheme? 

Answer: Fair market value of 
land and building in such a 
case shall be computed in 
accordance with Rule 3(2) by 
allowing proportionate deduc-
tion in respect of asset ac-

quired from assessed income. 

Question No.10: Whether 
cases where summons under 
section 131(1A) have been 
issued by the Department or 
letter under the Non-filer 
Monitoring System (NMS) or 
under section 133(6) are is-
sued are eligible for the 

Scheme? 

Answer: Cases where sum-
mons under section 131(1A) 
have been issued by the de-
partment or letters for enquiry 
under NMS or under section 
133(6) are issued but no no-
tice under section 142 or 143
(2) or 148 or 153A or 153C 
[as specified in section 196
(e)] of the Finance Act, 2016 
has been issued are eligible 

for the Scheme. 

Question No.11: If notices 
under section 142, 143(2) or 
148 have been issued after 
31.05.2016 and assessee 
makes declaration under the 

Scheme then what shall be 

the fate of these notices? 

A n s w e r :  A s  c l a r i f i e d 
vide Explanatory Circular No. 
17 dated 20.5.2016 , a per-
son shall not be eligible for 
the Scheme in respect of the 
assessment year for which a 
notice under section 142, 143
(2) or 148 has been received 
by him on or before 
31.5.2016. In a case where 
notice has been received after 
the said date, the assessee 
shall be eligible to make a 
declaration under the Scheme 
for the said assessment year. 
Such declaration shall be valid 
if it has not been made by 
suppression of facts or mis-
representation and the 
amount payable under the 
Scheme has been duly paid 
within the specified time. On 
furnishing by the declarant the 
certificate issued by the Pr. 
Commissioner/Commissioner 
in Form-4 to the Assessing 
Officer, the proceedings initi-
ated vide notice under section 
142, 143(2) or 148 shall be 

deemed to have been closed. 

Question No.1: Will the infor-
mation contained in the decla-
ration be shared with other 

law enforcement agencies? 

Answer: No; the information 
contained in the declaration 
shall not be shared with any 
other law enforcement 
agency. The information will 
also not be shared within the 
Income Tax Department for 
any investigation in respect of 

a valid declaration. 

Question No.2: Whether im-
munity will be provided under 
other economic laws including 
Service Tax, VAT, Companies 
Act, SEBI Act & regulations 

etc.? 

Answer: The Scheme provides 
immunity under the Income-
tax Act, 1961, the Wealth-tax 
Act, 1957 and the Benami 
Transactions (Prohibition) Act, 
1988. Immunity from Benami 

Transactions (Prohibition) Act 
is subject to the condition that 
the property will be trans-
ferred to the declarant (being 
the person who provided the 
consideration for the property) 
latest by 30th September, 
2017. However, as mentioned 
in response to Question No.1 
above, the information con-
tained in the declaration 
made under the Scheme will 
not be shared with any other 
tax or law enforcement 

agency. 

Question No.3: Where the 
value of immovable property 
determined under Rule 3 
of the IDS Rules is lower than 
the value adopted or as-
sessed/assessable by stamp 
valuation authority referred in 
section 50C or section 
43CA of the Income-tax Act, 
whether value of such prop-
erty is to be declared as per 
Rule 3 of the IDS Rules, or as 

per section 50C/43CA? 

Answer: The value of the prop-
erty for the purposes of decla-
ration in such cases shall be 
computed as per Rule 3 of the 
IDS Rules even if such value is 
lower that the value adopted 
or assessed/assessable by 

stamp valuation authority. 

Question No.4: Whether credit 
for tax deducted, if any, in 
respect of income declared 

shall be allowed? 

Answer: Yes; credit for tax 
deducted shall be allowed 
only in those cases where the 
related income is declared 
under the Scheme and the 
credit for the tax has not al-
ready been claimed in the 
return of income file for any 

assessment year. 

Question No.5: Where a valid 
declaration is made after 
making valuation as per the 
provisions of the Scheme read 
with IDS Rules and tax, sur-
charge & penalty as specified 
in the Scheme have been 
paid, whether the department 
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will make any enquiry in re-
spect of sources of income, 
payment of tax, surcharge 

and penalty? 

Answer: No. 

Question No.6: What is the 
purpose of obtaining the infor-
mation about the nature 
of undisclosed income in the 
last column of table at point 
(I) relating to nature of undis-
closed income in Annexure to 

Form-1? 

Answer: The purpose of ob-
taining information about the 
nature of undisclosed income 
is to know whether the undis-
closed income is in the form 
of moveable asset, immovable 
asset, gold, jewellery or cash. 
Here, the nature of income 
need not be confused with the 
source of income. There is no 
need to indicate the source of 
income at all. In the column 
meant for nature of undis-
closed income one has to 
write the nomenclature such 
as ‘immovable property’, 
‘moveable property’, ‘gold’, 
‘jewellery’ or ‘cash’ etc. This 
will enable the taxpayer to 
establish the link between the 
income declared under the 
scheme and the claim, if any, 
made in respect of such un-
disclosed income in the return 
of income filed subsequently 
or during any assessment 

proceedings. 

Question No.7: In case the 
value of immovable property 
is evidenced by regis-
tered deed, whether the value 
as per registered deed or the 
marke t  va lu e  as  on 
01.06.2016 is to be de-

clared? 

Answer: As per Rule 3 of the 
IDS Rules, the fair market 
value of an immovable prop-
erty shall be the higher of its 
cost of acquisition and the 
price that the property shall 
ordinarily fetch if it is sold in 
the open market as on 1st 
June, 2016. The value men-
tioned in the registered deed 

shall be relevant for determin-
ing the cost of acquisition and 
the same can be taken as the 
fair market value only where it 
is higher than the price that 
the property shall ordinarily 
fetch if sold in the open mar-

ket as on 1st June, 2016. 

Question No.8: In case a dec-
laration relating to investment 
in undisclosed asset is made 
under the Scheme, whether 
any investigation will be initi-
ated against the seller in re-

spect of such declaration? 

Answer: No. 

Question No.9: What are the 
advantages of the Scheme as 
aga inst  dec lar ing  the 
past undisclosed income as 
current income in the return 
of income to be filed for As-
sessment Year 201 7-18? 
How will the Department iden-
tify the year in which the un-

disclosed income was earned. 

Answer: In this regard, the 

following points may be noted: 

Declaration of past undis-
closed income in the current 
year amounts to false verifica-
tion of return of income which 
shall attract prosecution un-

der the Income-tax Act. 

If anyone attempts to disclose 
past undisclosed income in 
the current year, he will have 
to explain the source of in-
come and substantiate the 
manner of earning the said 
income. In case of disclosure 
under the Scheme, there is no 
need to explain the source of 

income. 

Declaration of past undis-
closed income in the current 
year cannot explain assets 
acquired in the past or provide 
any immunity in respect of the 

same. 

The Income-tax Department is 
in receipt of large volume of 
information from various 
sources such as registrars of 
property, banks, financial in-
stitutions, stock exchanges, 

tax deductors etc. The Depart-
ment has launched a compre-
hensive data-mining and com-
pliance management pro-
gramme in the form of ‘Project 
Insight’ which will generate a 
large volume of reliable infor-
mation about financial trans-
actions undertaken by taxpay-
ers and the relevant year in 
which the transaction was 

undertaken. 

Question No.10: In a case the 
declarant earned undisclosed 
income of Rs. 90 lakh in previ-
ous year 2010-11. Out of the 
same, he acquired an immov-
able property in the previous 
year 2011-1 2 for Rs.50 lakh, 
made personal expenditure to 
the extent of Rs.20 lakh and 
balance Rs.20 lakh is left with 
him as cash in hand on 
01.06.2016. The fair market 
value of the immovable prop-
erty as on 01.06.2016 is 
Rs.80 lakh. What is the 
amount to be declared under 

the Scheme? 

Answer: The declarant in this 
case has to declare the follow-

ing: 

(i) 80 lakh being fair market 
value of the immovable prop-

erty as on 01.06.2016 

(ii) 20 lakh being the cash in 

hand as on 01.06.2016 

(iii) Rs. 20 lakh being the bal-
ance of undisclosed income 
[Rs. 90 lakh – (Rs.50 lakh + 
Rs. 20 lakh)] which is not rep-
resented in the form of invest-

ment in any asset. 

Thus the total undisclosed 
income to be declared in this 

case will be Rs. 1.20 crore. 

Question No.11: A person 
invested his undisclosed in-
come in a house property in 
the previous year 2010-1 1 
which has not been let out. 
The person also owned an-
other house property from 
disclosed sources, which has 
been claimed as self-occupied 
property for the purposes 
of computation of income 
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under the head income from 
house property. In case the 
person declares the undis-
closed house property at its 
fair market value on 
01.06.2016, whether any 
act ion wi l l  be  taken 
for bringing the annual value 
of the undisclosed property to 
tax as income from house 
property by deeming it to be 
let property as provided under 
section 23(4)(b) of the Income
-tax Act for the ear-

lier previous years? 

Answer: No. However, where 
the house property was let-out 
during the relevant period, the 
actual rent received or receiv-
able will be required to be 
declared under the Scheme in 
addition to the fair market 
value of the house property as 

on 01 .06.2016. 

CBDT notifies rules for Foreign Tax Credit 

shall be allowed across those 
years in the same proportion 
in which the income is offered 
to tax or assessed to tax in 

India. 

(2) The foreign tax referred to 

in sub-rule (1) shall mean,- 

(a) in respect of a country or 
specified territory outside 
India with which India has 
entered into an agreement for 
the relief or avoidance of dou-
ble taxation of income in 
terms of section 90 or section 
90A, the tax covered under 

the said agreement; 

(b) in respect of any other 
country or specified territory 
outside India, the tax payable 
under the law in force in that 
country or specified territory in 
the nature of income-tax re-
ferred to in clause (iv) of the 

Explanation to section 91. 

(3) The credit under sub-rule 
(1) shall be available against 
the amount of tax, surcharge 
and cess payable under the 
Act but not in respect of any 
sum payable by way of inter-

est, fee or penalty. 

(4) No credit under sub-rule 
(1) shall be available in re-
spect of any amount of foreign 
tax or part thereof which is 
disputed in any manner by the 

assessee: 

Provided that the credit of 
such disputed tax shall be 
allowed for the year in which 
such income is offered to tax 
or assessed to tax in India if 
the assessee within six 
months from the end of the 
month in which the dispute is 
finally settled, furnishes evi-
dence of settlement of dispute 
and an evidence to the effect 
that the liability for payment of 
such foreign tax has been 
discharged by him and fur-
nishes an undertaking that no 
refund in respect of such 
amount has directly or indi-
rectly been claimed or shall be 

claimed. 

(5) The credit of foreign tax 
shall be the aggregate of the 
amounts of credit computed 
separately for each source of 
income arising from a particu-
lar country or specified terri-
tory outside India and shall be 
given effect to in the following 

manner:- 

(i) the credit shall be the lower 
of the tax payable under the 
Act on such income and the 
foreign tax paid on such in-

come: 

Provided that where the for-
eign tax paid exceeds the 
amount of tax payable in ac-
cordance with the provisions 
of the agreement for relief or 
avoidance of double taxation, 

In exercise of the powers con-
ferred by clause(ha) of sub-
section (2) of section 295 of 
the Income-tax Act, 1961 (43 
of 1961), the Central Board of 
Direct Taxes hereby makes 
the following rules further to 
amend the Income-tax Rules, 

1962, namely:- 

1. (1) These rules may be 
called the Income-tax (18th 

Amendment) Rules, 2016. 

(2) They shall come into force 

on the 1st day of April, 2017. 

2. In the Income-tax Rules, 
1962 (hereinafter referred to 
as the said rules), after rule 
127, following rule shall be 

inserted, namely:- 

“128. Foreign Tax Credit.– (1) 
An assessee, being a resident 
shall be allowed a credit for 
the amount of any foreign tax 
paid by him in a country or 
specified territory outside 
India, by way of deduction or 
otherwise, in the year in which 
the income corresponding to 
such tax has been offered to 
tax or assessed to tax in India, 
in the manner and to the ex-

tent as specified in this rule: 

Provided that in a case where 
income on which foreign tax 
has been paid or deducted, is 
offered to tax in more than 
one year, credit of foreign tax 

“These rules 

shall come into 

force on 1st day 

of April 2017” 
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such excess shall be ignored 
for the purposes of this 

clause; 

(ii) the credit shall be deter-
mined by conversion of the 
currency of payment of foreign 
tax at the telegraphic transfer 
buying rate on the last day of 
the month immediately pre-
ceding the month in which 
such tax has been paid or 

deducted. 

(6) In a case where any tax is 
payable under the provisions 
of section 115JB or section 
115JC, the credit of foreign 
tax shall be allowed against 
such tax in the same manner 
as is allowable against any tax 
payable under the provisions 
of the Act other than the provi-
sions of the said sections 
(hereafter referred to as the 

“normal provisions”). 

(7) Where the amount of for-
eign tax credit available 
against the tax payable under 
the provisions of section 
115JB or section 115JC ex-
ceeds the amount of tax credit 
available against the normal 
provisions, then while comput-
ing the amount of credit under 
section 115JAA or section 
115JD in respect of the taxes 
paid under section 115JB or 
section 115JC, as the case 
may be, such excess shall be 

ignored. 

(8) Credit of any foreign tax 
shall be allowed on furnishing 
the following documents by 

the assessee, namely:- 

(i) a statement of income from 
the country or specified terri-
tory outside India offered for 
tax for the previous year and 
of foreign tax deducted or paid 
on such income in Form 
No.67 and verified in the man-

ner specified therein; 

(ii) certificate or statement 
specifying the nature of in-
come and the amount of tax 
deducted therefrom or paid by 

the assessee,- 

(a) from the tax authority of 
the country or specified terri-

tory outside India; or 

(b) from the person responsi-
ble for deduction of such tax; 

or 

(c) signed by the assessee: 

Provided that the statement 
furnished by the assessee in 
clause (c) shall be valid if it is 

accompanied by,- 

(A) an acknowledgment of 
online payment or bank 
counter foil or challan for pay-
ment of tax where the pay-
ment has been made by the 

assessee; 

(B) proof of deduction where 

the tax has been deducted. 

(9) The statement in Form 
No.67 referred to in clause (i) 
of sub-rule (8) and the certifi-
cate or the statement referred 
to in clause (ii) of sub-rule (8) 
shall be furnished on or be-
fore the due date specified for 
furnishing the return of in-
come under sub-section (1) of 
section 139, in the manner 
specified for furnishing such 

return of income. 

(10) Form No. 67 shall also be 
furnished in a case where the 
carry backward of loss of the 
current year results in refund 
of foreign tax for which credit 
has been claimed in any ear-

lier previous year or years.”. 

Explanation.- For the purposes 
of this rule ‘telegraphic trans-
fer buying rate’ shall have the 
same meaning as assigned to 

it in Explanation to rule 26. 

bullion exceeding 2 lakh ru-
pees and jewellery exceeding 

5 lakh rupees. 

In order to reduce the cash 
transactions in sale of goods 
and services. Finance Act 
2016 has expanded the scope 
of section 206C (1 D) to pro-
vide that the seller shall col-
lect tax at the rate of one per 
cent from the purchaser on 
sale in cash of any goods 
(other than bullion and jewel-
lery) or providing of any ser-

Section 206C of the Income-
tax Act, 1961  (hereafter re-
ferred to as ‘Act’), prior to 
amendment by Finance Act, 
2016, provided that the seller 
shall collect tax at source at 
specified rate from the buyer 
at the time of sale of specified 
items such as alcoholic liquor 
for human consumption, ten-
der leaves, mineral being coal 
or lignite or iron ore etc. It also 
provided for collection of tax 
at source at the rate of one 
per cent on sale in cash of 

vices (other than payment on 
which tax is deducted at 
source under Chapter XVII-B) 
exceeding two lakh ru-
pees.  So far as sale of Jewel-
lery and bullion is concerned, 
the provisions of sub-section 
(1D) of section 206C prior to 
its amendment by the Finance 
Act 2016 shall continue to 
apply. Further, with a view to 
bring high value transactions 
within the tax net, it has been 
provided in sub- section (1 F) 
of section 206C of the Act that 

7 things to know about TCS on sale of a motor vehicle 

Page 7 Connection Innovate Create Lead 



the seller who receives consid-
eration for sale of a motor 
vehicle exceeding ten lakh 
rupees, shall collect one per 
cent of the sale consideration 
as tax from the buyer. Any 
person who obtains in any 
sale. the goods of the nature 
specified in sub-section (I D) 
or (IF) of section 206C is a 
buyer. The seller for the pur-
poses of collection of tax un-

der section 206C shall be — 

(i) A Central Government or a 

state Government, 

(ii) Any local authority, or cor-
poration or authority estab-
lished under any Central, 

State or Provincial Act, 

(iii) Any company, firm or coop-

erative society, 

 (iv) An individual or Hindu 
undivided family who is liable 
to audit as per provisions of 
section 44AB during the finan-
cial year immediately preced-
ing the financial year in which 
the goods are sold or the ser-

vices are provided. 

The amendments brought in 
section 206C by Finance Act. 
2016 are applicable form 

1st June 2016. 

In this regard a number of 
queries have been received 
about the scope of the provi-
sions and the procedure to be 
followed. The board has con-
sidered the same and decided 
to clarify the points raised by 
issue of a circular in the form 
of questions and answers as 

follows: 

Question 1: Whether tax col-
lection at source (‘TCS’) at the 
rate of 1%  is on sale of Motor 
V e h i c l e   a t   r e -
tail  level  or  also  on  sale  of 
motor  vehicles  by  manufac-

turers  to dealers/distributors. 

Answer: To bring high value 
transactions within the tax 
net, section 206C of the Act 
has been  amended to provide 
that the seller shall collect the 
tax at the rate of one per cent 

from the purchaser on sale of 
motor vehicle of the value 
exceeding ten lakh ru-
pees.  This is brought to cover 
all transactions of retail sales 
and accordingly it will not ap-
ply on sale of motor vehicles 
by manufacturers to dealers/

distributors. 

Question 2: Whether TCS at 
the rate of 1% is on sale of 
Motor Vehicle is applicable 

only to Luxury Cars? 

Answer: No. As per sub sec-
tion (1 F) of Section 206C of 
the Act the seller shall collect 
the tax at the rate of one per 
cent from the purchaser on 
sale of any motor vehicle of 
the value exceeding ten lakh 

rupees. 

Question 3: Whether TCS at 
the rate of 1% is applicable in 
the case of sale to Govern-
ment Departments. Embas-
sies, Consulates and United 
Nation Institutions for sale of 
motor vehicle or any other 

goods or provision of services” 

Answer:  Government.  institu-
t ions  not i f ied  un-
d e r   U n i t e d   N a -
tions  (  Privileges  and Immu-
nities) Act 1947. and Embas-
sies, Consulates. High Com-
mission. Legation, Commis-
sion and trade representation 
of a foreign State and shall 
not be liable to levy of TCS at 
the rate of I% under sub-
section (1 D) and (1 F) of sec-

tion 206 C of the Act. 

Question 4: Whether TCS is 
applicable on each sale of 
motor vehicle or on aggregate 

value of sale during the year? 

Answer:  Tax is to be collected 
at source at the rate of 1% on 
sale consideration of a motor 
vehicle exceeding ten lakh 
rupees. It is applicable to each 
sale and not to aggregate 
value of sale made during the 
year. This can be explained by 

way of an illustration: 

Illustration: Motor vehicle 
worth  20  lakh is sold and for 

which payments are made in 
instalments, one at the time 
of booking and the other at 
the time of delivery . At the 
time of booking 5 lakh rupees 
are paid and 15 lakh rupees 
are paid at the time of deliv-
ery. Tax at the rate of 1% on 5 
lakh rupees  at the time of 
booking and at the rate of I % 
on remaining 15 lakh rupees 
at the time of delivery shall be 

collected at source. 

Similar will be the position 
with regard to collection of tax 
at source under sub-section (1 

D) of section 206C. 

Question 5: whether TCS at 
the rate of 1% on sale of mo-
tor vehicle is applicable in 

case of an individual? 

Answer:   The definition of 
“Seller” as given in clause (c) 
of the Explanation below sub-
section (11) of section 206C 
shall be applicable in the case 
of sale of motor vehicles also 
Accordingly, an individual who 
is liable to audit as per the 
provisions of section 44AB of 
the Act during the financial 
year immediately preceding 
the financial year in which the 
motor vehicle is sold shall be 
liable for collection of tax at 
source on sale of motor vehi-

cle by him. 

Question 6: How would the 
provisions of TCS on sale of 
motor vehicle be applicable in 
a case where part of the pay-
ment is made in cash and part 

is made by cheque? 

Answer: The provisions of TCS 
on sale of motor vehicle ex-
ceeding ten lakh rupees is not 
dependent on mode of pay-
ment. Any sale of Motor Vehi-
cle exceeding ten lakh would 

attract TCS at the rate of 1%. 

Question 7:  As per section 
206C(1 D) , tax is to be col-
lected at source at the rate of 
1% if sale consideration re-
ceived in cash exceeds 2 lakh 
rupees whereas as per section 
206C(1F) tax is to be collected 
at source at the rate of 1% of 

“Seller shall 

collect TCS @ 1% 

on sale of any 

Motor Vehicle 

exceeding Rs. 10 

Lakhs” 
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the sale consideration of a 
motor vehicle exceeding 10 
lakh rupees . Whether TCS will 
be made under both sub-
section(ID) and (IF) of the 
section 206C @ 2% where 
part of the payment for pur-
chase of motor vehicle ex-

ceeds 2 lakh rupees in cash? 

Answer: Sub-section (IF) of the 
section 206C of the Act pro-
vides for TCS at the rate of I% 
on sale of motor vehicle of 
value exceeding 10 lakh ru-

pees. This is irrespective of 
the mode of payment. Thus if 
the value of motor vehicle is 
20 lakh rupees, out of which 5 
lakh rupees has been paid in 
cash and balance amount by 
way of cheque , the tax shall 
be collected at source at the 
rate of 1% on total sale con-
sideration of 20 lakh rupees 
only under sub-section (IF) of 
section 206C of the Act. How-
ever, if a vehicle is sold for 8 
lakh rupees and the consid-
eration is paid in cash, tax 

shall be collected at source at 
the rate of 1% on  8 lakh ru-
pees as per sub-section(I D) of 

section 206C of the Act. 

TCS on Sale of good/Services only if Cash Receipt exceeds 2 Lakh 

c e i v e d  i s  p a r t l y  i n 
cash  and  partly  in cheque by 
issue of an addendum to  the 
above circular   in the  form of 
question and answer as un-

der: 

Question 1: Whether tax col-
lection at source under sec-
tion 206C(1D)  at the rate 
of 1% will apply in cases 
where the sale consideration 
received  is   partly in cash 
and partly in cheque and the 
cash receipt is less than two 

lakh rupees. 

Answer:   No. Tax collection at 
source will not be levied if 
the  cash receipt does not 
exceed two lakh rupees even 
if the sale consideration ex-

ceeds two lakh rupees. 

Illustration: Goods worth Rs. 5 
lakhs is sold for which the 
consideration amounting to 
Rs.4 lakhs has been received 
in cheque and Rs. 1 lakh has 
been received in cash. As the 
cash receipt does not exceed 
Rs.2 lakh, no tax is required to 
be collected at source as per 

section 206C (1D). 

Question 2: Whether  tax col-
lection  at source under sec-
tion 206C (1D) will apply only 
to cash component or in re-
spect of whole of sales consid-

eration. 

Answer: Under section 206C 

(1D), the tax is required to be 
collected at source on cash 
component of the sales con-
sideration and not on the 

whole of sales consideration. 

Illustration: Goods worth Rs. 5 
lakhs is sold for which the 
consideration amounting to 
Rs.2 lakhs has been received 
in cheque and Rs.3 lakh has 
been received in cash. Tax is 
required to be collected under 
section 206C (1D) only on 
cash receipt of Rs. 3 lakhs 
and not on the whole of sales 

consideration of Rs. 5lakh. 

In order to curb the cash econ-
o m y ,  F i n a n c e  A c t 
2016  has  amended section 
206C of the Income-tax Act to 
provide that  the seller shall 
collect  tax  at the rate of one 
per cent from the purchaser 
on sale in cash of certain 
g o o d s  o r  p r o v i -
sion  of  services  exceeding 
two  lakh  rupees.  Subsequen
t  to  the  amendment, a num-
ber of representations were 
r e -
ceived  from  various  stakehol
ders  with regard to  the scope 
o f   t h e  p r o v i s i o n s 
and  the  procedure to 
be  followed  in case of the 
amended provisions of Sec-
tion 206C of the Act. 
The  Board,  after examining 
the representations of the 
stakeholders, issued FAQs 
vide Circular No.22/2016 
dated 8th June, 2016. The 
Board has  further  decided  to 
clarify the  issue as regards 
applicability of the provisions 
relating to levy of TCS where 
the sale consideration re-

“Rate of 1% will 

apply in cases 

where the sale 

consideration 

received is 

party in cash” 
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In exercise of the powers con-
ferred by clause (ii) of sub-
section (7) of section 206AA, 
read with section 295 of the 
Income-tax Act, 1961 (43 of 
1961), the Central Board of 
Direct Taxes hereby makes 
the following rules further to 
amend the Income-tax Rules, 

1962, namely:- 

1. (1) These rules may be 
called the Income-tax ( 17th 

Amendment) Rules, 2016. 

(2) They shall come into force 
on the date of their publica-

tion in the Official Gazette. 

2. In the Income-tax Rules, 
1962 (hereafter referred to as 
the said rules), after rule 
37BB, the following rule shall 

be inserted, namely :- 

“37BC. Relaxation from de-
duction of tax at higher rate 
under section 206AA.– (1) In 
the case of a non-resident, not 
being a company, or a foreign 
company ( hereafter referred 
to as ‘the deductee’) and not 
having permanent account 
number the provisions of sec-
tion 206AA shall not apply in 
respect of payments in the 
nature of interest, royalty, fees 
for technical services and 
payments on transfer of any 
capital asset, if the deductee 
furnishes the details and the 
documents specified in sub-

rule (2) to the deductor. 

(2) The deductee referred to in 
sub-rule (1), shall in respect of 
payments specified therein, 
furnish the following details 
and documents to the deduc-

tor, namely :- 

(i) name, e-mail id, contact 

number; 

(ii) address in the country or 
specified territory outside 
India of which the deductee is 

a resident; 

(iii) a certificate of his being 
resident in any country or 

specified territory outside 
India from the Government of 
that country or specified terri-
tory if the law of that country 
or specified territory provides 
for issuance of such certifi-

cate; 

(iv) Tax Identification Number 
of the deductee in the country 
or specified territory of his 
residence and in case no such 
number is available, then a 
unique number on the basis of 
which the deductee is identi-
fied by the Government of that 
country or the specified terri-
tory of which he claims to be a 

resident. 

3. In the said rules, in Appen-

dix II, in Form No. 27Q,- 

(a) in the second line, after 
the figures and letters 
“194LB”, the figures and let-
ters “194LBA, 194LBB,194 

LBC” shall be inserted; 

(b) in the Annexure,- 

(I) in the Table,- 

(i) in the column 717, in the 
column heading, after the 
letters and words “PAN of the 
deductee”, the brackets, 
words and figure “[ see Note 

5]” shall be inserted; 

(ii) after column 734, the fol-
lowing shall be inserted, 

namely :— 

Email ID of deductee 

Contact number of deductee 

Address of deductee in coun-

try of residence 

Tax Identification Number / 
Unique identification number 

of deductee 

 

(II) in the Notes below the 

Table,- 

(A)in point 4, in the Table, 
after entry 194LB, the follow-
ing shall be inserted, namely:

— 

194LBA – Certain income 

from units of a business trust 

194LBB - Income in respect of 

units of investment fund 

194LBC - Income in respect of 
investment in securitisation 

trust 

(B) after point 4 and below the 
Table, the following point shall 

be inserted namely:— 

‘5. In case of deductees cov-
ered under rule 37BC, “PAN 
NOT AVAILABLE” should be 

mentioned.’.” 

Relaxation from deduction of tax at higher rate U/s. 206AA 
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In exercise of the powers con-
ferred by section 101, read 
with section 295 of the In-
come-tax Act, 1961 (43 of 
1961), the Central Board of 
Direct Taxes hereby makes 
the following rules further to 
amend the Income-tax Rules, 

1962, namely:- 

1. (1) These rules may be 
called the Income-tax (16th 

Amendment) Rules, 2016. 

(2) They shall come into force 
from the date of their publica-

tion in the Official Gazette. 

2. In the Income-tax Rules, 

1962, in rule 10U,- 

(i) in sub-rule (1), in clause (d), 
for the figures, letters and 
words “30th day of August, 
2010”, the figures, letters and 
words “1st day of April, 2017” 

shall be substituted; 

(ii) in sub-rule (2), for the fig-
ures, letters and words “1st 
day of April, 2015”, the fig-
ures, letters and words “1st 
day of April, 2017” shall be 

substituted. 

CBDT notifies dates for General Anti Avoidance Rule 

Exporters claiming Service Tax Refund to file additional documents 

will make him eligible for a 
provisional payment of 80% of 
the claimed amount. It had 
been clarified in the circular 
that the decision to grant pro-
visional payment is an admin-
istrative order and not a quasi-
judicial order and should not 
be subjected to review. There 
is thus no reason to treat ei-
ther the certificate or the pro-
visional payment with fear or 

suspicion. 

The certificate has to be fur-
nished by the statutory auditor 
in the case of companies, and 
from a chartered accountant 
in the case of assessees who 
are not companies, in the 
prescribed format. The phrase 
“statutory auditor” will refer to 
the auditor who prepares the 
financial statements under 
the Companies Act 2013. The 
certificate cannot be fur-
nished by a Cost and Manage-
ment Accountant or a Com-
pany Secretary. In the case of 
companies, it cannot be fur-
nished by a Chartered Ac-
countant who is not the statu-

tory auditor. 

The certificate has to be given 
in  th e  fo r ma t  g i ven 
in Annexure-1 to the circular 
dated 10-11-2015. During the 
conference of Service Tax 
Chief Commissioners and 

Commissioners in November 
2015 itself, it had been clari-
fied that “the averments in 
Annexure-1 have to be made 
and any general additional 
remarks, which do not negate 
the wording of paragraphs 1.1 
to 1.4, may be ignored.” In-
spite of this it has been re-
ported that general disclaim-
ers by the auditor are resulting 
in the rejection of the certifi-
cate and consequently the 
claim for 80% provisional pay-

ment. 

It must be understood that 
auditors while discharging 
their duties are bound by the 
provisions of the statute gov-
erning them as well as Guid-
ance Notes, Accounting Stan-
dards etc relating to their pro-
fession. The Institute of Char-
tered Accountants of India has 
issued Guidance Notes on 
reports and certificates issued 
by auditors. These Guidance 
Notes relate to situations 
where the auditor has free-
dom with respect to the word-
ing of a certificate as well as 
to situations where he has to 
adhere to a prescribed format. 
In both situations the auditor 
has to indicate the manner in 
which the audit was done, 
assumptions, limitations in 
scope and reference to infor-
mation and explanations ob-

Applicability of the scheme 

At the outset it is reiterated 
that this scheme is not a sub-
stitute for the various notifica-
tions but is meant to comple-
ment them and is aimed at 
enabling ease of doing busi-
ness. It has to operate within 
the general parameters of the 
notifications governing such 

refunds. 

This scheme is applicable only 
to service tax registrants who 
are exporters of services, with 
respect to refund claims un-
der rule 5 of the CENVAT 
Credit Rules, 2004, which 
have been filed on or before 
31-3-2015, and which have 
not been disposed of as on 
the date of the issue of the 
circular dated 10-11-2015. As 
clarified therein, claims which 
have been remanded are out 

of the purview of this scheme. 

Additional documents to be 
submitted (i.e. in addition to 
those required to be filed 

along with the claim) 

At the outset, the relevance of 
the certificate has to be 
clearly understood. It is not a 
substitute for verification by 
the refund sanctioning author-
ity. It will ensure diligence on 
the part of the claimant and 
the statutory auditor, which 

Page 11 Connection Innovate Create Lead 



tained in the certificate. Ad-
herence of the auditors to 
these requirements should 
not be considered to be viola-
tions of the circular. If at all, 
by mentioning that they have 
adhered to the various legal 
and accounting requirements, 

they are adding value to their 
certificate. It is clarified once 
again that as long as the four 
points which are contained in 
Annexure-1 to the circular 
dated 10-11-2015 are pre-
sent, the certificate should not 
be rejected on the ground of 

any disclaimers which the 
auditor has to give, owing to 

the Guidance Notes. 

Companies (Acceptance of Deposits) Amendment Rules, 2016  

amount received and held in 

trust;”; 

(iv) in sub-clause (xii),- 

(A) after item (d) and before 
the proviso, the following 
items shall be inserted, 

namely:- 

“(e) as an advance towards 
consideration for providing 
future services in the form of 
a warranty or maintenance 
contract as per written agree-
ment or arrangement, if the 
period for providing such ser-
vices does not exceed the 
period prevalent as per com-
mon business practice or five 
years, from the date of accep-
tance of such service which-

ever is less; 

(f) as an advance received 
and as allowed by any sectoral 
regulator or in accordance 
with directions of Central or 

State Government; 

(g) as an advance for sub-
scription towards publication, 
whether in print or in elec-
tronic to be adjusted against 

receipt of such publications; “. 

(B) in the Explanation, the 
words “referred to in the pro-

viso” shall be omitted; 

(v) in the Explanation, after 
sub-clause (xiv), for the words 
“shall be treated as deposits”, 
the words “shall be consid-
ered as deposits unless spe-
cifically excluded under this 

clause” shall be substituted; 

(vi) after sub-clause (xiv), the 
following sub-clauses shall be 

inserted, namely:- 

(xv) any amount received by 
way of subscription in respect 
of a chit under the Chit Fund 

Act, 1982 (40 of 1982); 

(xvi)    any amount received by 
the company under any collec-
tive investment scheme in 
compliance with regulations 
framed by the Securities and 

Exchange Board of India; 

(xvii)    an amount of twenty 
five lakh rupees or more re-
ceived by a start-up company, 
by way of a convertible note 
(convertible into equity shares 
or repayable within a period 
not exceeding five years from 
the date of issue) in a single 

tranche, from a person. 

Explanation.- For the purposes 

of this sub-clause,- 

I. “start-up company” means a 
private company incorporated 
under the Companies Act, 
2013 or Companies Act, 1956 
and recognised as such in 
accordance with notification 
number G.S.R. 180(E) dated 
17th February, 2016 issued 
by the Department of Indus-
trial Policy and Promotion, 
Ministry of Commerce and 

Industry; 

II.”convertible note” means an 
instrument evidencing receipt 
of money initially as a debt, 
which is repayable at the op-
tion of the holder, or which is 
convertible into such number 
of equity shares of the start-up 
company upon occurrence of 
specified events and as per 
the other terms and condi-
tions agreed to and indicated 

In exercise of the powers con-
ferred by sections 73 and 76 
read with subsection (1) of 
section 469 of the Companies 
Act, 2013 (18 of 2013), the 
Central Government hereby 
makes the following rules 
further to amend the Compa-
nies (Acceptance of Deposits) 

Rules, 2014, namely:- 

(1) These rules may be called 
the Companies (Acceptance of 
Deposits) Amendment Rules, 

2016. 

(2) They shall come into force 
on the date of their publica-

tion in the Official Gazette. 

2.  In  the Companies 
(Acceptance of Deposits) 
Rules, 2014 (hereinafter re-
ferred to as the principal 
rules), in rule 2, in sub-rule 

(1), in clause (c),- 

(i)      in sub-clause (ix), for the 
words “five years” the words 
“ten years” shall be substi-

tuted; 

(ii)    after sub-clause (ix), the 
following sub-clause shall be 

inserted, namely,- 

“(ixa) any amount raised by 
issue of non-convertible de-
benture not constituting a 
charge on the assets of the 
company and listed on a rec-
ognised stock exchange as 
per applicable regulations 
made by Securities and Ex-

change Board of India.”; 

(iii) for sub-clause (xi), the 
following sub-clause shall be 

substituted, namely:- 

“(xi) any non-interest bearing 
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in the instrument. 

(xviii) any amount received by 
a company from Alternate 
Investment Funds, Domestic 
Venture Capital Funds and 
Mutual Funds registered with 
the Securities and Exchange 
Board of India in accordance 

with regulations made by it.”. 

3. In Rule 3 of the Principal 

rules,- 

(i) in sub-rule (3),‑ 

(a)     for the words “twenty 
five per cent.”, the words 
“thirty five per cent.” shall be 

substituted; 

(b)   the following proviso shall 

be inserted namely: 

“Provided that a private com-
pany may accept from its 
members monies not exceed-
ing one hundred per cent of 
aggregate of the paid up 
share capital, free reserves 
and securities premium ac-
count and such company shall 
file the details of monies so 
accepted to the Registrar in 
such manner as may be speci-

fied.”. 

(ii) for sub-rule (8), the follow-
ing sub-rule shall be substi-

tuted, namely:‑ 

“(8).- (a) Every eligible com-
pany shall obtain, at least 
once in a year, credit rating for 
deposits accepted by it and a 
copy of the rating shall be 
sent to the Registrar of Com-

panies alongwith the return of 

deposits in Form DPT-3. 

(b) The credit rating referred 
to in clause (a) shall not be 
below the minimum invest-
ment grade rating or other 
specified credit rating for fixed 
deposits, from any one of the 
approved credit rating agen-
cies as specified for Non-
Banking Financial Companies 
in the Non-Banking Financial 
Companies Acceptance of 
Public Deposits (Reserve 
Bank) Directions, 1998, is-
sued by the Reserve Bank of 
India, as amended from time 

to time.” 

4.  in rule 4 of the principal 
rules, for sub-rule (2), the 
following sub-rule shall be 

substituted, namely:- 

” (2) Every eligible company 
intending to invite deposits 
shall issue a circular in the 
form of an advertisement in 
form DPT-1 for the purpose in 
English language in an English 
newspaper having country 
wide circulation and in ver-
nacular language in a ver-
nacular newspaper having 
wide circulation in the State in 
which the registered office of 
the company is situated, and 
shall also place such circular 
on the website of the com-

pany, if any.”. 

5.   in rule 5 of the principal 
rules, in sub-rule (1), for the 
proviso, the following proviso 

shall be substituted, namely:‑ 

“Provided that the companies 
may accept deposits without 
deposit insurance contract till 
the 315t March, 2017 or till 
the availability of a deposit 
insurance product, whichever 

is earlier.”. 

6. after rule 16 of the princi-
pal rules, the following rule 

shall be inserted, namely:- 

“16A. Disclosures in the finan-
cial statement.- (1) Every com-
pany, other than a private 
company, shall disclose in its 
financial statement, by way of 

notes, about the money re-

ceived from the director. 

(2) Every private company 
shall disclose in its financial 
statement, by way of notes, 
about the money received 
from the directors, or relatives 

of directors.”. 

7.     in the principal rules, in 
the Annexure, in Form DPI-I, 
the following para shall be 

inserted, namely:- 

“6. DISCLAIMER.- It is to be 
distinctly understood that 
filing of circular or circular in 
the Form of advertisement 
with the Registrar should not 
in any way be deemed or con-
strued that the same has 
been cleared or approved by 
the Registrar or Central Gov-
ernment. The Registrar or 
Central Government does not 
take any responsibility either 
for the financial soundness of 
any deposit scheme for which 
the deposit is being accepted 
or invited or for the correct-
ness of the statements made 
or opinions expressed in the 
circular or circular in the Form 
of advertisement. The deposi-
tors should exercise due dili-
gence before investing in the 

deposits schemes.” 
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• Aadhar Card 

• Driving License 

• Bank passbook with a 
photo affixed and duly 

signed by the bank 

• Voters’ Identity card 

This will enable ICAI to carry 
out the necessary alignment 
to ICAI records to share the 
same to MCA for their further 

actions. 

 

In case you are unable to reg-
ister your DSC on MCA portal 
because your name in the 
PAN card is not as per the ICAI 
records, you may send fill up 

the form in the given link :- 

h t t p : / / o n l i n e . i c a i . o r g /
a p p _ f o r m s / p a n u p d a t e /

index.html 
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with copy of any of the docu-
ments in which your name is 

as in your PAN card 

• Passport 

Solution to problems faced by CAs in registering DSC on MCA 

Innovate Create Lead 

Disclaimer: 

This newsletter is prepared strictly for private circulation and personal use only. This newsletter is for 
general guidance on matters of interest only and does not constitute any professional advice from us. One 
should not act upon the information contained in this newsletter without obtaining specific professional 
advice. Further no representation or warranty (expressed or implied) is given as to the accuracy or com-

pleteness of the information contained in this newsletter.  

Office No.: 5, Barsana, Salasar 
Brij Bhoomi, 
Bhayandar (West),  
Thane - 401101 
Maharashtra, India 


