
 

WTS Alliance - Infoletter      Page    1 

November & 
December/ 
2009 

India 

 
 
 
 
Corporate Update – November & December 2009* 
 
 
 
 
 
 

Content 
 

 
 
 
 
 
 
 
TAX  
 
 
 
 
 
 
FEMA 
 
 
 
FDI 
 
 
 
IMPORTANT DATES TO 
REMEMBER 
 

 
                                  
Permanent Account Number (PAN) 
– requirement to  
obtain/quote PAN 
 
Goods and Services Tax (GST) 
 
 
 
New Perquisite Valuation Rules 
 
 

 
Relaxation in Remittance of Salary 
as notified by  
Reserve Bank of India 
 
Payment of Royalty/Fee for 
Transfer of Technology - No Govt. 
approval required 
 
 
 

Page No. 
 
 

 
2  
 
 

 
2 
 
 
 
 

3-5 
 
 

6 
 
 
 

7 
 

 
 
 

              8 



 

WTS Alliance - Infoletter      Page  2 

November & 
December/ 
2009 

India 

TAX 
  

Income-Tax 
 

Permanent Account Number (PAN) – requirement to  
obtain/quote PAN 

 
(New TDS provisions effective 1 April 2010 
 (Section 206AA) of Income-tax Act, 1961) 

 
The Finance Act, 2009, w.e.f. 1 April 2010, had introduced section 206AA mandating PAN based 
compliance by every taxpayer (whether Indian or foreign) in India. As per the said section, it is pertinent to 
note that PAN is required to be quoted both by the deductor and deductee in every correspondence, bill, 
voucher and other documents. Further, no application for tax determination shall be entertained without 
PAN of the deductee being reported in the same. 
 
Failure to furnish quote PAN to deductor shall result in tax being withheld at higher of the following rates: 
 

� Rate specified in relevant the Act; 
� Rates in force; 
� 20% 

 
In other words, where the PAN is not obtained/ quoted by the taxpayer (deductee), the deductor (payer of 
income) shall be required to withhold tax at minimum rate of 20%. This section overrides all other 
provisions and as such higher rates would be applicable even though the domestic law, relevant tax treaty 
provides for a lower withholding tax rate for a particular type of income, cross border transaction. 
 
Accordingly, it is necessary to obtain every payee’s PAN to comply with the new provisions. 
 
 
 
 
 
 

 
Goods & Service Tax (GST) – delay in introduction 

 
The introduction of GST, as was likely to be introduced with effect from 1st April, 2010, as per recent 
announcements, is likely to be delayed. It is expected that it may be introduced with effect from October 1, 
2010 or April 2011 (more likely April 2011). As GST will have far reaching impact on transactions of each 
tax payer, companies have started planning for the switchover to GST, based on indications of features of 
GST proposed to be introduced. 
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New Perquisite Valuation Rules 

 
The Finance (No 2) Act, 2009 abolished Fringe Benefit Tax (‘FBT’) on employers w.e.f April 1, 2009 and 
simultaneously restored the taxation of perquisites provided by the employer, in the hands of the 
employee. 
 
The Central Board of Direct Taxes (‘CBDT’) has now released the much awaited rules for valuation of 
perquisites provided by an employer to its employees vide notification dated 18th  December 2009 and the 
provisions would apply retrospectively from April 1, 2009. 
 
The amendments are as under: 
 

Erstwhile Rule 3 of the Income tax Rules, 1962 has been substituted with a new Rule 3. 
1. These valuation rules are identical to the erstwhile rules for most of the perquisites except in some 

cases which are summarized as under: 

a. Rent Free Accommodation :The rule for valuation of Rent Free Accommodation is exactly 
same as the erstwhile rule, except that there is a change in valuation for Central / State 
Government employees who are on deputation with any body / undertaking under the control of 
such Government, which is as under: 

 

Benefits provided to the 
employee 

Rules for valuation 

  Erstwhile rule  New rule  
Residential accommodation 
provided to an employee serving 
on deputation with any body or 
undertaking under the control of 
Central/ State Government. 

License fee determined by 
Central / State Government 
in accordance with the rules 
framed by such government, 
less recoveries from the 
employee. 

Where furnished 
accommodation is provided, 
10% of the cost of furniture 
or actual hire charges 
payable (where furniture is 
taken on hire), less 
recoveries from the 
employee. 

(i) 15% of salary* in cities where 
population exceeds 25 lakhs 

(ii) 10% of salary* where 
population exceeds 10 lakhs but 
less than 25 lakhs; 

(iii) 7.5% of salary* in other areas. 

Less: Recoveries from employee. 

Where furnished 
accommodation is provided, 
10% of the cost of furniture or 
actual hire charges payable 
(where furniture is taken on 
hire), less recoveries. 

* The definition of ‘salary’ is almost same as that contained in erstwhile rule, however, it has been 
specifically stated that lumpsum payments received at the time of termination of  service or 
superannuation or voluntary retirement, like gratuity, severance pay, leave encashment, voluntary 
retirement benefits, commutation of pension and similar payments, shall be excluded. 
 
 

b. Motor Car and Chauffeur: The valuation in respect of motor car, whether owned by the 
employer or employee and used wholly and exclusively for official purposes continues to be tax 
free (i.e. valued at ‘NIL’), subject to maintenance of prescribed documentation.  Similarly, no 
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change is made to the valuation norms for motor car owned by the employer and provided to the 
employee exclusively for personal purposes. Only increase in the valuation amounts have been 
prescribed in the following cases: 

(i) Where a motor car is owned or hired by the employer and provided to the employee for official 
and personal use, and expenses on maintenance and running are met either by the employer or the 
employee and 
(ii)Where a motor car or any other automotive conveyance is owned by the employee and used for 
official and personal use and expenses on maintenance and running are met or reimbursed by the 
employer. 
Amendments are as under: 

Benefits provided to the employee Rules for valuation 
  Erstwhile rule New rule  

(i)Motor car owned or hired by the 
employer and used partly for official 
and partly for  personal purposes by 
the employee or any member of his 
household: 

(a)  Maintenance and running 
expenses met or reimbursed by the 
employer. 

 

(b)  Maintenance and running 
expenses for private and personal 
use fully met by the employee. 

(ii) Motor car or any other automotive 
conveyance owned by the employee 
but maintenance and running 
expenses met by the employer for 
use of the vehicle partly for official 
and partly for personal purposes. 

 

 

 

Rs 1,200*/ Rs 1,600** per 
month (plus Rs 600, if 
chauffeur is  provided) 

 

Rs 400*/ Rs 600** per 
month (plus Rs 600, if 
chauffeur is  provided) 

Actual amount of 
expenditure incurred by the 
employer, as reduced by: 

� In case of motor car-
Rs 1,200*/Rs. 1,600** 
per month (plus Rs 600, 
if chauffeur is  provided) 

 
 
� In case of any other 

automotive conveyance 
– Rs 600 per month. 

Deduction of higher amount 
can be claimed subject to 
maintenance of prescribed 
documentation for official 
use. 

 

 

 

Rs 1,800*/Rs 2,400** per 
month (plus Rs 900, if 
chauffeur is  provided) 

 

Rs 600*/ Rs 900** per 
month  (plus  Rs 900, if 
chauffeur is  provided) 

Actual amount of 
expenditure incurred by the 
employer, as reduced by: 

� In case of motor car-
Rs 1,800*/Rs 2,400** 
per month (plus 
Rs 900, if chauffeur is  
provided) 

 
� In case of any other 

automotive conveyance 
– Rs 900 per month. 

Deduction of higher amount 
can be claimed subject to 
maintenance of prescribed 
documentation for official 
use. 

 
All other valuation norms are same as the erstwhile rules. 

 
* Where cubic capacity of the engine does not exceed 1.6 litres. 
** Where cubic capacity of the engine exceeds 1.6 litres. 
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c. Employee Stock Options or any other equity oriented incentive scheme (ESOPs): 

 

 
Separate valuation norms for shares of listed and unlisted companies and other securities have been 
prescribed. 
 

2. Other perquisites –  No amendments have been prescribed in respect of the following perquisites 
also: 

���� Sweeper, gardener, watchman or personal attendant. 
���� Supply of gas, electric energy or water for employees’ household consumption. 
���� Free or concessional educational facilities for any member of the household. 
���� Free or concessional transport provided by the employer engaged in the carriage of passengers 

or goods to any employee for personal or private journey. 
���� Interest-free or concessional loan (for any purpose). 
���� Travelling, touring, accommodation and any other expenses paid or reimbursed by the employer 

for any holiday availed by the employee (other than Leave Travel Assistance)  
���� Free or concessional food and non-alcoholic beverages. 
���� Gift, or voucher, or token in lieu of such gift on ceremonial occasions or otherwise. 
���� Membership fees and annual fees for a credit card (including any add-on-card). 
���� Club facility. 
���� Use of any movable asset (other than specified assets, laptops and computers) owned or hired by 

the employer. 
���� Transfer (direct / indirect) of any movable asset belonging to the employer. 
���� Any other benefit or amenity, service, right or privilege provided by the employer. 

 

 
 

 
 
 
 
 
 
 
 

Benefits provided to the 
employee 

Rules for valuation 

  Erstwhile rule  New rule  
Any specified security or sweat 
equity shares allotted or 
transferred, directly or indirectly, 
by the employer free of cost or at 
concessional rate to his 
employees (including former 
employee or employees). 

Difference between the FMV 
of the shares on the date 
on which the option vests 
with the employee as 
reduced by the amount 
actually paid by, or 
recovered from, the 
employee in respect of such 
security or shares. 

Difference between the Fair Market 
Value (‘FMV’) of the shares on the date 
of exercise and the amount actually 
paid by, or recovered from the 
employee in respect of such security or 
shares. 
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FEMA 
   

Relaxation in Remittance of Salary as notified by  
Reserve Bank of India 

 
 
The Reserve Bank of India has recently relaxed regulations governing receipt of salary by a foreign 
national, or a citizen of India, being an employee of a foreign company (located outside India) & working 
on deputation with an office, branch, subsidiary, joint venture in India, of such foreign company. It is now 
permissible for such an employee to receive the whole of salary, for the services rendered in India in a 
bank account maintained outside India. 
 
Similarly, a foreign national, in employment with an Indian Company, receiving the salary in Indian 
Rupees, is also now permitted to remit the whole salary received in India, for services rendered in India, to 
a bank outside India. 
 
The above relaxation is subject to the condition that income tax chargeable to tax under the Income Tax 
Act, 1961 is paid on the entire salary accrued in India. 
 
(Copies of the AP (DIR Series) Circular No. 26 dated January 14, 2010 issued by RBI along with 
Notification No. FEMA/99/2009-RB dated September 30, 2009 is attached). 
 
 
 
 

APDIR26150110.pdf

                        

FMN199140109.pdf
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FDI 
 
 

Payment of Royalty/Fee for Transfer of Technology 
– No Govt. approval required 

 
(Press Note No. 8 (2009 Series), dated 16-12-2009,  

issued by Ministry of Commerce & Industry,  
Department of Industrial Policy & Promotion) 

 
 

 
With a view to liberalize the existing policy on foreign technology transfers and use of 
trademark/brandname, the Government of India has issued Press Note No. 8 (2009 Series).  
 
This Press Note has done away with the requirement of obtaining Government approval for payments of 
royalty, lump sum fee for transfer of technology beyond the prescribed limits of lumpsum fee of USD 2 
million and royalty of 5% on domestic sales and 8% on exports. 
 
Similarly, payments for use of trademark/brand name (without technology transfer) beyond the prescribed 
limits of royalty up to 2% for exports and 1% for domestic sales have also been brought under the 
Automatic Route. 
 
The copy said Press Note is enclosed for information. 

 
 
 

pn8_2009.pdf
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Important Dates To Remember 
 

  
                                                                                                   
                                                                                               Due Date 

 
 
Service Tax Payment for the month of  
February 2010 for assesses other than 
individual, proprietorship firm or partnership 
firm                                                                                        5th March, 2010 
                     
(in case of payment through electronic mode)                      6th March, 2010 

 
 
 
TDS/TCS payment for tax deducted/deductible 
in February, 2010                                                                   7th March, 2010 
 

 
 
Advance Income-tax payment for all assesses                   15th March, 2010 
(Last Installment)      
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