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https://www.gst.gov.in/newsandupdates/read/515

US FINAL FOREIGN
TAX CREDIT
REGULATIONS
ADDRESS
OUTSTANDING
ISSUES

On December 28, the US Internal
Revenue Service released the latest
round of final regulations on the
foreign tax credit, further amending
the rules in response to the 2017 Tax
Cuts and Jobs Act and other issues.

The new rules cover the jurisdictional
nexus requirement, the disallowance
of credits or deductions in connection
with dividends-received deductions,
the allocation and apportionment of
interest and certain other expenses,
the time at which credits accrue, and
various definitions. The HLEL
regulations also clarify rules relating
to foreign-derived intangible income
(FDII).

The final regulations revise the
definition of a foreign income tax,
including revisions to the net gain
requirements. Despite receiving
several critical comments on the
jurisdictional requirement
included in the proposed rules for
purposes of determining if a foreign

nexus

tax is an income tax in the US sense,
the final regulations adopt the
requirement, renaming it “attribution
requirement.” The IRS expects that
these changes will restrict the
creditability of foreign taxes to some
extent relative to the existing rules.

NEW GST REGIME DOES NOT MEAN
NEW TAX
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FOOD

DELIVERY
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The new Goods and Services Tax (GST) regime for E-Commerce Operators
(ECOs) engaged in food delivery such as Zomato and Swiggy will not have
any impact on the consumers, Government officials clarified on Monday.
They also claimed that removal of inverted duty structure (IDS) for
footwear will reduce cost for the businesses and prices for consumers in
long run.

Footwear:

According to the official, the dual rates of 5 per cent on footwear priced
below 1,000 and 12 per cent on footwear above X1,000 were creating
“operational and interpretational difficulties” for the trade and industry.
The lower rate of 5 per cent was resulting in inversion of duty as most of
the raw materials used for manufacturing of footwear attract GST of 18 per
cent

“The inversion in tax structure forced the manufacturers and suppliers to
file refunds of accumulated input tax credit. This increased compliance
burden and costs of businesses. The uniform 12 per cent rate of GST on all
footwear shall go a long way in facilitating trade and promoting ease of
doing business.,” he said.

Textile:

The GST Council in its emergency meeting on December 31 decided to
defer removal of IDS for textile. This means there is status quo on rates as
against uniform rate of 12 per cent from January 1. The Council after
detailed discussions on the representations received from the textile
sector and the State Government of Gujarat has decided to revisit the
entire issue of GST rates in the textile sector and has referred it for
detailed examination to the Group of Ministers.
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