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https://economictimes.indiatimes.com/opinion/et-editorial/i-t-department-must-avoid-fishing-expeditions/articleshow/89142571.cms

THE EU MEANS BUSINESS WHEN
IT COMES TO SHELL COMPANIES

. ‘

r_ - . x | K

On December 22, 2021, the EU Commission released a proposed
directive—full of consequences—in hopes of eliminating such tax

schemes.The directive denies tax benefits(and in some
cases,slaps onwithholding taxes)to entities who are shell
companies—and for the most egregious offenders, italsoadds
new reporting Perhaps most importantly,
though, the guidance on
authorities can detect companies that “exist merely on paper.”

The directive outlinesthree indicators that suggesta
company could be a shell, existing solely for tax purposes.If a

company meets even one of those criteria, it's flagged and denied

requirements.
directive offers how tax

levels of

certain tax benefits. If it’s flagged under all three criteria, then

the company held to additional reporting
requirements. So, what are these indicators?

will be

The first asks tax authorities tolook at the last two years of a
company’s income and see how much ofitis passive.If it's more
than 75%, then the company will be called out.

The second level of indicatorsdetermines if most of the
entity’s assets are located outside the countryor most of the
transactions are cross-border. If more than 60% of the book value
of thecompany’'s assetsarelocated outside thecountryorat
least 60% of business transactionsstem from transactions with
other jurisdictions,then that's a signal the company could bea
shell.

The third level of indicatorslooks atthe company’s management
isconducted in-
years, day-to-day
that’'s a signal that

and staff to see how much of the business
house. If over the
operations were outsourced, then again,
something’s up. Having just one indication is bad enough, but if a
company meets all three criteria, then things get even worse.

last two

Companies will have todefend their economic substance in
their supporting
documentation. Ifa company wants to contest the determination,

tax returns, including, of course,

it can—and the directive outlines how, starting with establishing

the commercial (non-tax) reasonsfor its existence and the

decision-making that takes place at the entity.

CENTRE TO BRING
ATF INCLUSION IN
GST FOR DISCUSSION
IN NEXT COUNCIL
MEET: FM NIRMALA
SITHARAMAN

issue of
(ATF)

move the

The Centre will
bringing aviation turbine fuel
under the GST net for discussion in the
next meeting of the GST Council,
Finance Minister Nirmala Sitharaman

said on Sunday, while noting that

rising global fuel prices are a
“concern”. When the GST was
introduced on July 1, 2017,

amalgamating over a dozen central
and state levies, five commodities of
crude oil, natural gas, petrol, diesel
and ATF were kept out of its purview
given the revenue dependence of the
central and state governments on this
sector.

Sitharaman, in a
with
said a final

post-Budget

discussion industry chamber
Assocham,
inclusion of ATF in GST will be taken
by the Council, comprises

finance ministers from central

decision of

which
and
state governments.

“It is not with ... (the Centre) alone, it
has got to go to the GST Council. The
next time we meet in the Council, I
will put it on the table for them to
discuss it,” she said. The next meeting
of the Council is expected by either in
end-February or in March.

Sitharaman was responding to views
expressed by Spicelet Founder Ajay
Singh where he sought the support of
the Union finance minister in bringing
ATF under the GST regime.


https://www.financialexpress.com/economy/centre-to-bring-atf-inclusion-in-gst-for-discussion-in-next-council-meet-fm-nirmala-sitharaman/2427087/
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