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CBDT CHIEF: CHANGES TO I-T LAW HAVE HUGE REVENUE
IMPLICATIONS

THE AMENDMENTS made in the Income Tax Act to disallow cess and surcharge as
deductions retrospectively from assessment year 2005-06 will have “huge” revenue
implications, two senior finance ministry officials said. The officials told The Indian
Express that the retrospective nature is because the tax department wanted to insert
the clarification from the date of the introduction of the cess in the Act, they said.
Health and education cess is levied at 4 per cent of the tax amount.

“Revenue implication will be huge. It's not a question of litigation. The intent has to be
clear. If you are convinced that it is not an expenditure that is why it has been brought
in. This was the conviction that cess could never have been allowed as an expenditure.
For good legal reasons,” Central Board of Direct Taxes (CBDT) Chairman JB Mohapatra
told The Indian Express.

Making a retrospective amendment to the Income-tax Act from 2005-06, the Budget
clarified that cess and surcharge will not be allowed to be claimed as deductions in the
form of expenditure. Citing court rulings, the tax department said the retrospective
amendment is being done to correct the anomaly of cess and surcharge not being
seen as a part of tax.

Officials noted that even though the amendment has been worded as retrospective, its
mainly aimed at clarifying the legislative intent, and will impact a handful of taxpayers
and companies who are in dispute with the tax department.

TAX ON CRYPTO TRADE WILL NOT BESTOW LEGALITY ON IT,
SAYS CBDT CHIEF

The Budget announcement of taxing 'virtual digital assets' or crypto currencies will help the income-tax department measure the
"depth" of this trade in the country, know the investors and the nature of their investments and it does not "attach any legality" to
these transactions, Central Board of Direct Taxes chairman J B Mohapatra said. The head of the I-T department establishment in
the country said that this is "the right time" for the taxman to enter this arena, about which Finance Minister Nirmala Sitharaman
has said that the government was undertaking a stakeholders' consultation to frame a national policy and regulator in the coming

days. Stating that there has been a "phenomenal increase" in transactions in virtual digital assets, Sitharaman announced in her
February 1 Budget speech that any income from transfer of any virtual digital asset shall be taxed at the rate of 30 per cent along
with some other direct tax measures like application of tax deduction at source provisions.

The Budget has proposed a 1 per cent TDS on payments towards virtual currencies beyond Rs 10,000 in a year and taxation of such
gifts in the hands of the recipient. The threshold limit for TDS would be Rs 50,000 a year for specified persons, which include
individuals/HUFs who are required to get their accounts audited under the I-T Act.

Also, no deduction in respect of any expenditure or allowance shall be allowed
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