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Procedural Aspects of Finance Bill, 2012 – 
Direct Taxes

In this article the author has discussed the procedural aspects of the Finance Bill, 2012 such as Tax Deduction at 
Source, Transfer Pricing, Dispute Resolution Panel, General Anti-Avoidance Rules (GAAR), Reassessment, Time limit 
for completing assessment and reassessment, Notification of a class of search cases where compulsory reopening of 
past six years not required, and Fee for filing of applications before Authority for Advance Rulings (AAR).

Tax Deduction at Source
TDS on immovable property transactions
The scope of the TDS provisions is proposed to be 
expanded to also cover tax deduction at source on 
transfer of immovable property to non-residents.

It is proposed to insert a new provision to provide 
that every transferee, at the time of making payment or 
crediting any sum by way of consideration for transfer 
of immovable property (other than agricultural land), 
shall deduct tax, at the rate of 1 per cent of such sum, 
if the consideration paid or payable for the transfer of 
such property exceeds –
(a)	 fifty	lakh	rupees	in	case	such	property	is	situated	in	
a	specified	urban	agglomeration;	or

(b) twenty lakh rupees in case such property is situated 
in any other area.

CA. T. Banusekar
(The author is a member of the Institute. He can be reached at 
eboard@icai.org)
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It is further proposed to provide that where the 
consideration paid or payable for the transfer of such 
property is less than the value adopted or assessed or 
assessable by any authority of a State Government for 
the purposes of payment of stamp duty, the value so 
adopted or assessed or assessable shall be deemed 
as consideration paid or payable for the transfer of 
such immovable property.

It is also proposed to provide that a registering 
authority shall not register the transfer of any immov-
able property where taxes are required to be deducted 
under this provision unless the transferee furnishes 
proof of deduction and payment of TDS.

It is also proposed that a simple one-page challan 
for payment of TDS would be prescribed containing 
details (including PAN) of transferor and transferee 
and also certain details of the property. The transferee 
would not be required to obtain any Tax Deduction and 
Collection Account Number (TAN) or to furnish any 
TDS statement. The transferor would get credit of TDS 
like any other pre-paid taxes on the basis of information 
furnished by the transferee in the challan of payment of 
TDS.
The	 one	 difficulty	 that	 could	 arise	 is	 that	 the	 

purchaser of the property would also have to obtain a 
PAN number and in cases where the non-resident buyer 
is making a short visit only for the purpose of getting 
the property registered in his name, he may not be able 
to get the PAN within a very short time and therefore, 
the same will have to be planned well in advance. It 
may also be noticed that the TDS provision will only 
be applicable where the land which is not agricultural 
and	 the	 term	 agricultural	 land	 is	 defined	 to	 mean	
agricultural land in India not being situated within the 
area stipulated in Section 2(14)(iii)(a) and 2(14)(iii)(b). 
The question of whether agricultural activity is or is not 
carried on in this land would therefore not be relevant 
for the purpose of determination of the requirement 
to deduct tax at source. The proposed expansion 
of TDS provisions will apply to transfers on or after  
01-10-2012.

TDS on remuneration to directors 
With effect from 01-07-2012 it is proposed to amend 
Section 194J so as to require tax to be deducted at 
source on remuneration, fees or commission to 
directors by whatever name called, if such payments 
are those on which tax is not required to be deducted 
under Section 192. Therefore tax will have to be 
deducted on all payments to directors including sitt- 
ing fees even though not covered by Section 192. 

TDS on payments to Non-residents
It is proposed to amend Section 195 to provide that 

even a non resident who does not have a place 
of business or business connection or residence 
or presence in any manner in India, there will be a 
requirement to deduct tax at source on payments 
which are otherwise chargeable to tax in India. This 
amendment is apparently to get over the observations 
of Justice Radhakrishnan in his separate concurring 
decision in the case of Vodafone. This however would 
lead	to	the	difficulty	of	compliance	as	such	persons	will	
not merely have to deduct but will also have to remit 
the same into Government account as well as will have 
to	comply	with	the	requirements	of	filing	returns	of	TDS	
which given their non presence in India would lead to 
substantial	difficulties.	

Tax Collection at Source (TCS)
TCS is sought to be introduced on cash transactions in 
bullion and jewellery at the rate of one percent where 
the sale consideration exceeds R2 lakh and where the 
sale is in cash. This would be irrespective of the fact 
that the buyer is a manufacturer, trader or purchaser 
for personal use. While this may be effective in bullion 
trade, in so far as jewellery is concerned, it would only 
result in multiple bills being made, so that the value of 
each sale does not exceed R2 lakh.
TCS is also sought to be introduced on the sale of - 
(a)	 Coal;
(b)	 Lignite;	and
(c) Iron ore.
However, the seller shall also not collect tax on sale 

of the said minerals if the same are purchased by the 
buyer for personal consumption. Further, the seller of 
these minerals shall not collect tax if the buyer declares 
that these minerals are to be utilised for the purposes 
of manufacturing, processing or producing articles or 
things. 

These amendments are proposed to be effective 
from 01-07-2012.

Assessee in Default – TDS/TCS
Section 201 is proposed to be amended with effect  
from 01-07-2012 to provide that the payer will not be 
treated as an assessee in default where a resident 
payee -
(i) has furnished his return of income under Section 
139;

(ii) has taken into account such sum for computing 
income	in	such	return	of	income;	and

(iii) has paid the tax due on the income declared by 
him in such return of income and 

DS provisions proposed to be 
expanded to also cover TDS on 
transfer of immovable property to 
non-residents.T
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(iv)	the	payer	furnishes	a	certificate	to	this	effect	from	
an accountant in such form as may be prescribed.
The date of payment of taxes by the resident payee 

shall be deemed to be the date on which return has 
been furnished by the payer.

It is also proposed to provide that where the payer 
fails to deduct the whole or any part of the tax on the 
payment made to a resident and is not deemed to be 
an assessee in default under Section 201(1) on account 
of payment of taxes by the such resident, the interest 
under Section 201(1A) shall be payable from the 
date on which such tax was deductible to the date of 
furnishing of return of income by such resident payee.

Amendments on similar lines are also proposed to 
be made in the provisions of Section 206C relating to 
TCS for clarifying the deemed date of discharge of tax 
liability by the buyer or licensee or lessee.

Correspondingly, Section 40(a)(ia) is also proposed 
to be amended to provide that where an assessee 
makes	 payment	 of	 the	 nature	 specified	 in	 the	 said	
section to a resident payee without deduction of tax 
and is not deemed to be an assessee in default under 
Section 201(1) on account of payment of taxes by the 
payee, then, for the purpose of allowing deduction of 
such sum, it shall be deemed that the assessee has 
deducted and paid the tax on such sum on the date of 
furnishing of return of income by the resident payee. 

The provision as it is proposed suggests that in 
whichever year the payee has remitted the amount  
and complied with the conditions proposed in Section 
201, there can be no disallowance in the hands of the 
payer of such sum.

 
Fee and penalty for delay in furnishing TDS and TCS 
returns
It is proposed –
(i) to provide for levy of fee of R 200 per day for late 

furnishing of TDS statement from the due date of 
furnishing of TDS statement to the date of furnishing 
of TDS statement. However, the total amount of fee 
shall not exceed the total amount of tax deductible 
during the period for which the TDS statement is 
delayed, and

(ii) to provide that in addition to said fee, a penalty 
ranging from R10,000 to R1,00,000 shall also be 
levied for not furnishing TDS statement within the 
prescribed time.

In view of the levy of fee for late furnishing of TDS 
statement, it is also proposed to provide that no penalty 
shall be levied for delay in furnishing of TDS statement 
if the TDS statement is furnished within one year of the 
prescribed due date after payment of tax deducted 
along with applicable interest and fee.

Further, it is proposed that if incorrect information 
is furnished in the TDS statement, a penalty ranging 
from R10,000 to R1,00,000 shall be levied for furnishing 
incorrect information in the TDS statement.

The proposed amendments will take effect from  
1st July, 2012.

Liability to pay advance tax in case of non-deduction 
of tax
It is proposed to amend Section 209 to make an 
assessee liable for payment of advance tax in respect 
of income which has been received or paid without 
deduction or collection of tax. 

The proposed amendment will take effect from the 
1st April, 2012 and would, accordingly, apply in relation 
to	advance	tax	payable	for	the	financial	year	2012-13	
and	subsequent	financial	years.

Rectification/Appeal against TDS statements
Section 200A was inserted by the Finance Act, 2009 
to provide for processing of TDS statement. After 
processing of TDS statement, an intimation is generated 
specifying the amount payable or refundable. The 
intimation generated after processing of TDS statement 
is not -
(i)	 subject	to	rectification	under	Section	154;
(ii)	 appealable	under	Section	246A;	and
(iii) deemed as notice of demand under Section 

156.
It is proposed to provide that the intimation gene- 

rated after processing of TDS statement shall be -
(i)	 subject	to	rectification	under	Section	154;
(ii)	 appealable	under	Section	246A;	and
(iii) deemed as notice of demand under Section 

156.
The proposed amendments will take effect from 

1st July, 2012.
A view can therefore be taken that such intimations 

will not be appealable prior to this date. 

Extension of time for passing TDS orders
Under the existing provisions Section 201 of the  
Income-tax Act, a person can be deemed to be an 
assessee in default, by an order, in respect of non-
deduction/short deduction of tax. Such order can 
be passed within a period of four years from end of 
financial	year	in	a	case	where	no	statement	as	referred	
to	in	Section	200	has	been	filed.

simple one-page challan for 
payment of TDS would be 
prescribed containing details 
(including PAN) of transferor and 
transferee and also certain details 

of the property, proposed.
A
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It is proposed to amend Section 
194J so as to require tax to 
be deducted at source on 
remuneration, fees or commission 
to directors.I

It is proposed to amend provision of Section 201, so 
as to extend the time limit from four years to six years.

The proposed amendment will take effect 
retrospectively from 1st April, 2010.

Tax residence certificate for claiming benefit of 
DTAA
It	 is	 proposed	 that	 the	 benefit	 of	 the	 DTAA	 will	 be	
available	 only	 when	 a	 tax	 residence	 certificate	 is	
produced by a tax payer. This could probably mean 
that given a case where the lower deduction under the 
treaty is to be applied by a payer resident in India, the 
tax	residence	certificate	will	have	to	be	obtained	from	
the country of residence before applying such lower 
rate.

The proposed amendment will take effect from 
assessment year 2013-14.

Transfer Pricing
Advance pricing agreement
It is proposed to insert new Sections 92CC and 92CD 
in the Act to provide for Advance Pricing Agreement 
(APA) under the Act. The proposed sections provide 
the following –
1. It empowers Board, to enter into an advance 

pricing agreement with any person undertaking an 
international transaction.

2. Such APAs shall include determination of the 
arm’s length price or specify the manner in which 
arm’s length price shall be determined, in relation 
to an international transaction which the person 
undertake.

3. The manner of determination of arm’s length price 
in such cases shall be any method including those 
provided in sub-section (1) of Section 92C, with 
necessary adjustments or variations.

4. The arm’s length price of any international 
transaction, which is covered under such APA, 
shall be determined in accordance with the APA 
so entered and the provisions of Section 92C  
or Section 92CA which normally apply for  
determination of arm’s length price would be 
modified	 to	 this	 extent	 and	 arm’s	 length	 price	 
shall be determined in accordance with APA.

5. The APA shall be valid for such previous years as 
specified	in	the	agreement	which	in	no	case	shall	
exceed	five	consecutive	previous	years.

6. The APA shall be binding only on the person 
and the Commissioner (including income-tax  

authorities subordinate to him) in respect of the 
transaction in relation to which the agreement has 
been entered into. The APA shall not be binding if 
there is any change in law or facts having bearing 
on such APA.

7. The Board is empowered to declare, with the 
approval of Central Government, any such 
agreement to be void ab initio,	 if	 it	 finds	 that	 the	
agreement has been obtained by the person 
by fraud or misrepresentation of facts. Once 
an agreement is declared void ab initio, all the 
provisions of the Act shall apply to the person as if 
such APA had never been entered into.

8. For the purpose of computing any period of 
limitation under the Act, the period beginning with 
the date of such APA and ending on the date of 
order declaring the agreement void ab initio shall 
be excluded. However if after the exclusion of the 
aforesaid period, the period of limitation referred to 
in any provision of the Act is less than sixty days, 
such remaining period shall be extended to sixty 
days.

9. The Board is empowered to prescribe a Scheme 
providing for the manner, form, procedure and any 
other matter generally in respect of the advance 
pricing agreement.

10. Where an application is made by a person for 
entering into such an APA, proceedings shall be 
deemed to be pending in the case of the person for 
the purposes of the Act like for making enquiries 
under Section 133(6) of the Act.

11. The person entering into such APA shall necessarily 
have	to	furnish	a	modified	return	within	a	period	of	
three months from the end of the month in which 
the said APA was entered in respect of the return 
of	income	already	filed	for	a	previous	year	to	which	
the	APA	applies.	The	modified	return	has	to	reflect	
modification	 to	 the	 income	only	 in	 respect	of	 the	
issues arising from the APA and in accordance with 
it.

12. Where the assessment or reassessment 
proceedings for an assessment year relevant to 
the previous year to which the agreement applies 
are	pending	on	the	date	of	filing	of	modified	return,	
the	 Assessing	 Officer	 shall	 proceed	 to	 complete	
the assessment or reassessment proceedings 
in accordance with the agreement taking into 
consideration	 the	 modified	 return	 so	 filed	 and	 
normal period of limitation of completion of 
proceedings shall be extended by one year. One 
will have to see how this can be implemented in 
a case where the reassessment has the effect of 
reducing the income already assessed while giving 
effect to the APA for normally it is not possible 
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in reopened proceedings to reduce the income 
already assessed. 

13. If the assessment or reassessment proceedings for 
an assessment year relevant to a previous year to 
which the agreement applies has been completed 
before the expiry of period allowed for furnishing of 
modified	return,	the	Assessing	Officer	shall,	in	a	case	
where	modified	 return	 is	 filed,	proceed	 to	assess	
or reassess or recompute the total income of the 
relevant assessment year having regard to and in 
accordance with the APA and to such assessment, 
all the provisions relating to assessment shall apply 
as	if	the	modified	return	is	a	return	furnished	under	
Section 139 of the Act. The period of limitation for 
completion of such assessment or reassessment is 
one	year	from	the	end	of	the	financial	year	in	which	
the	modified	return	is	furnished.

14. All the other provisions of this Act shall apply 
accordingly	 as	 if	 the	 modified	 return	 is	 a	 return	
furnished under Section 139.
The proposed amendments will take effect from 1st 

July, 2012.

Transfer Pricing Officer’s Power on Transactions not 
referred to him
It is proposed to amend the Section 92CA of the 
Act retrospectively to empower Transfer Pricing 
Officer	 (TPO)	 to	 determine	Arm’s	 Length	Price	 of	 an	
international transaction noticed by him in the course 
of proceedings before him, even if the said transaction 
was	 not	 referred	 to	 him	 by	 the	 Assessing	 Officer,	
provided that such international transaction was not 
reported by the taxpayer as per the requirement cast 
upon him under Section 92E of the Act.

The proposed amendment will take effect 
retrospectively from 1st June, 2002.

It is also proposed to provide an explanation to 
effect that due to retrospectivity of the amendment no 
reopening of any proceeding would be undertaken 
only on account of such an amendment.

The proposed amendment will take effect from  
1st July, 2012.

Transfer pricing for domestic transactions
The Supreme Court in the case of CIT Vs. Glaxo 
SmithKline Asia (P) Ltd., in its order has, after examining 
the complications which arise in cases where fair 
market value is to be assigned to transactions between 
domestic related parties, suggested that Ministry of 
Finance should consider appropriate provisions in law 
to make transfer pricing regulations applicable to such 
related party domestic transactions.

It is, therefore, proposed to amend the Act to 
provide applicability of transfer pricing regulations to 

transactions between related resident parties for the 
purposes of computation of income, disallowance 
of expenses etc. as required under provisions of  
Sections 40A, 80-IA, 10AA, 80A, and sections where 
reference is made to Section 80-IA, or to transactions  
as may be prescribed by the Board, if aggregate  
amount of all such domestic transactions exceeds R5 
crore in a year. It is further proposed to amend the 
meaning of related persons as provided in Section 
40A to include companies having the same holding 
company.

The proposed amendment will take effect from 1st 
April, 2013 and will, accordingly, apply in relation to the 
Assessment Year 2013-14 and subsequent assessment 
years. Consequently it is understood that these 
provisions cannot be applied to assessment years prior 
to assessment year 2013-14 even if an assessment or 
reassessment is pending as the proposed amendment 
is effective only to assessment year 2013-14 and 
onwards. 

These provisions will apply only where the value of 
transactions exceed R5 crore and the documentation 
requirements will also be necessary. It will have to be 
seen how the documentation requirements will have to 
be met and further as to how the comparables can be 
obtained in such cases. 

However, such assessees cannot approach the 
DRP	but	can	only	file	an	appeal	with	the	Commissioner	
of Income Tax (Appeals) as there is no corresponding 
amendment	 proposed	 in	 the	 definition	 of	 the	 term	
eligible assessee to cover such assessees with 
specified	domestic	transactions.	

Extension for time in filing return of income in TP 
cases 
In case of non-corporate tax payers who have 
undertaken international transactions, the due date 
presently is the 30th of September of the assessment 
year. It is proposed to amend Section 139 to provide 
that even non-corporate tax payers with international 
transaction	can	file	their	returns	by	30th November. This 
provision, it is proposed will be applicable with effect 
from assessment year 2012-13. There however seems 
to	be	no	extension	in	time	for	filing	the	return	of	income	
for	 assessees	 with	 specified	 domestic	 transactions	
subject to transfer pricing. 

t is proposed to provide that no 
penalty shall be levied for delay in 
furnishing of TDS statement if the 
TDS statement is furnished within 
one year of the prescribed due 

date after payment of tax deducted along with 
applicable interest and fee.

I
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Dispute Resolution Panel
Appeal against directions of Dispute Resolution 
Panel (DRP)
It is proposed to amend the provisions of Section 253 
and Section 254 of the Income-tax Act to provide for 
filing	 of	 appeal	 by	 the	 Assessing	 Officer	 against	 an	
order passed in pursuance of directions of the DRP in 
respect	of	an	objection	filed	on	or	after	1st July, 2012.

Power of DRP to Enhance Variations 
An explanation is proposed to be inserted in the 
provisions of Section 144C to clarify that the power 
of the DRP to enhance the variation shall include and 
shall always be deemed to have included the power 
to consider any matter arising out of the assessment 
proceedings relating to the draft assessment order. 
This power to consider any issue would be irrespective 
of the fact whether such matter was raised by the 
eligible assessee or not. 

The proposed amendment will be effective 
retrospectively from the 1st day of April, 2009 and will 
accordingly apply to assessment year 2009-10 and 
subsequent assessment years.

General Anti-Avoidance Rules (GAAR)
It is proposed to provide General Anti Avoidance 
Rule in the Income-tax Act to deal with aggressive tax 
planning.
A. The main features are:- 

(i) An arrangement whose main purpose or one 
of	the	main	purposes	is	to	obtain	a	tax	benefit	
and	which	also	satisfies	at	least	one	of	the	four	
tests, can be declared as an “impermissible 
avoidance arrangements”.

(ii) The four tests are–
(a) The arrangement creates rights and 

obligations, which are not normally created 
between parties dealing at arm’s length.

(b) It results in misuse or abuse of provisions of 
tax laws.

(c) It lacks commercial substance or is deemed 
to lack commercial substance.

(d) Is carried out in a manner, which is normally 
not	employed	for	bonafide	purpose.

(iii) It shall be presumed that obtaining of tax 
benefit	is	the	main	purpose	of	an	arrangement	
unless otherwise proved by the taxpayer.

(iv) An arrangement will be deemed to lack 
commercial substance if –

(a) the substance or effect of the arrangement 
as a whole, is inconsistent with, or differs 
significantly	from,	the	form	of	 its	 individual	
steps	or	a	part;	or

(b) it involves or includes -
(i)	 round	trip	financing;
(ii)	 an	accommodating	party	;
(iii) elements that have effect of offsetting or 
cancelling	each	other;	or

(iv) a transaction which is conducted  
through one or more persons and 
disguises the value, location, source, 
ownership or control of fund which is 
subject	matter	of	such	transaction;	or

(c) it involves the location of an asset or of a 
transaction or of the place of residence of 
any party which would not have been so 
located for any substantial commercial 
purpose	other	than	obtaining	tax	benefit	for	
a party.

(v) It is also provided that certain circumstances 
like period of existence of arrangement, taxes 
arising from arrangement, exit route, shall 
not be taken into account while determining 
‘lack of commercial substance’ test for an 
arrangement.

(vi) Once the arrangement is held to be an 
impermissible avoidance arrangement then 
the consequences of the arrangement in 
relation	 to	 tax	 or	 benefit	 under	 a	 tax	 treaty	
can be determined by keeping in view the 
circumstances of the case, however, some of 
the illustrative steps are:-

(a) disregarding or combining any step of the 
arrangement.

(b) ignoring the arrangement for the purpose 
of taxation law.

(c) disregarding or combining any party to the 
arrangement.

(d) reallocating expenses and income between 
the parties to the arrangement.

(e) relocating place of residence of a party, 
or location of a transaction or situs of an 

t is proposed that the benefit of 
the DTAA will be available only 
when a tax residence certificate is 
produced by a tax payer.I
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asset to a place other than provided in the 
arrangement.

(f) considering or looking through the 
arrangement by disregarding any corporate 
structure.

(g) re-characterising equity into debt, capital 
into revenue etc.

(vii) These provisions can be used in addition to 
or in conjunction with other anti avoidance 
provisions or provisions for determination of 
tax liability, which are provided in the taxation 
law.

(viii) For effective application in cross border 
transaction and to prevent treaty abuse a 
limited treaty override is also provided.

B. The procedure for invoking GAAR is proposed as 
under:-
(i)	 It	 is	proposed	that	the	Assessing	Officer	shall	

make a reference to the Commissioner for 
invoking GAAR and on receipt of reference 
the Commissioner shall hear the taxpayer and 
if	 he	 is	 not	 satisfied	 by	 the	 reply	 of	 taxpayer	
and is of the opinion that GAAR provisions are 
to be invoked, he shall refer the matter to an 
Approving Panel. In case the assessee does not 
object or reply, the Commissioner shall make 
determination as to whether the arrangement 
is an impermissible avoidance arrangement or 
not.

(ii) The Approving Panel has to dispose of the 
reference within a period of six months from 
the end of the month in which the reference 
was received from the Commissioner.

(iii) The Approving Panel shall either declare an 
arrangement to be impermissible or declare 
it not to be so after examining material and 
getting further inquiry to be made.

(iv)	 The	 Assessing	 Officer	 (AO)	 will	 determine	
consequences of such a positive declaration 
of arrangement as impermissible avoidance 
arrangement.

(v)	 The	 final	 order	 in	 case	 any	 consequence	 of	
GAAR is determined shall be passed by AO 
only after approval by Commissioner and, 
thereafter,	first	appeal	against	such	order	shall	
lie to the Appellate Tribunal.

(vi) The period taken by the proceedings before 
Commissioner and Approving Panel shall be 
excluded from time limitation for completion of 
assessment.

(vii) The Approving Panel shall be set up by the 
Board	and	would	comprise	of	officers	of	rank	of	
Commissioner and above. The panel will have 
a minimum of three members. The procedure 
and working of Panel shall be administered 
through subordinate legislation.

In addition to the above, it is provided that the  
Board shall prescribe a scheme for regulating 
the condition and manner of application of these 
provisions.

The proposed amendments will take effect from 
1st April, 2013 and will, accordingly, apply in relation 
to the Assessment Year 2013-14 and subsequent 
assessment years. These provisions cannot be applied 
to assessment years prior to Assessment Year 2013-
14 even if an assessment or reassessment is pending 
as it is effective only to Assessment Year 2013-14 and 
onwards. 

While there is no right of appeal against the order  
of	 the	 panel,	 the	 final	 order	 of	 the	 Assessing	Officer	
passed with the approval of the Commissioner of 
Income Tax is appealable before the Income Tax 
Appellate Tribunal. 

These general anti-avoidance rules since they are 
proposed to be applicable only from Assessment 
Year 2013-14, it will not be possible to use it for earlier 
assessment years even in reopening proceedings.

Reassessment
It is proposed to amend the provisions of Section 149 
so as to increase the time limit for issue of notice for 
reopening an assessment to 16 years, which hitherto 
was six years from the end of the assessment year 
where the income in relation to any asset (including 
financial	 interest	 in	 any	 entity)	 located	 outside	 India,	
chargeable to tax, has escaped assessment.

Amendments are also proposed to be made 
in Section 147 of the Income-tax Act to provide that 
income shall be deemed to have escaped assessment 
where a person is found to have any asset (including 
financial	interest	in	any	entity)	located	outside	India.

The proposed amendments to the provisions of 
Sections 147 and 149 will take effect from 1st July, 
2012 for enabling reopening of proceedings for and 
assessment year commencing prior to this date.

ncrease of the time limit for 
issue of notice for reopening an 
assessment to 16 years from six 
years is proposed.I

1523



UNION BUDGET 2012-13

THE CHARTERED ACCOUNTANT     april     201264

It is also proposed to amend the provisions of 
Section 139 so that furnishing of return of income 
under Section 139 may be made mandatory for every 
resident	having	any	asset	(including	financial	interest	in	
any entity) located outside India or signing authority in 
any account located outside India. Furnishing of return 
by such a resident would be mandatory irrespective 
of the fact whether the resident taxpayer has taxable 
income or not.

The existing return forms would also have to be 
amended to require the assessees who are assessed 
to tax to disclose such particulars in their return of 
income.

It is also proposed that in a case where an 
international	 transaction	 or	 specified	 domestic	
transaction falling within TP requirement is not  
reported by the assessee, it will be a deemed 
escapement of income for the purpose of re-opening 
the assessment.

Time limit for completing assessment and 
reassessment
It is proposed to amend Sections 153 and 153B so 
as to provide that the time limits for completion of 
assessments and reassessments shall respectively be 
increased by three months. 

The existing period and the new extended period for 
completion of pending proceedings and subsequent 
proceedings under these provisions is given below:

Limitation of time
Proceedings 

under Section
Current time allowed Proposed 

Period
143 21 months from the 

end of the A.Y.
24 months

143 and 92CA 33 months from the 
end of the A.Y.

36 months

148 9 months from the 
end of the F.Y. in which 

notice issued

12 months

148 and 92CA 21 months from the 
end of the F.Y. in which 

notice issued

24 months

250 or 254 or 
263

9 months from the 
end of the F.Y. in which 

order received

12 months

250 or 254 or 
263 and 92CA

21 months from the 
end of the F.Y. in which 

order received

24 months

Consequential amendments have been made in 
the provisions of Section 17A of the Wealth-tax Act for 
increasing the time limit by three months for completion 
of assessment/reassessment proceedings.

The proposed amendments will take effect from  
1st July, 2012.

Notification of a class of search cases where 
compulsory reopening of past six years not 
required
Under the existing provisions of Section 153A of the 
Income-tax Act, it is mandatory to issue a notice for 
filing	of	 tax	 returns	 for	six	assessment	years	 immedi-
ately preceding the assessment year relevant to the pre-
vious year in which search is conducted under Section 
132 or requisition is made under Section 132A.

It is proposed that the provisions of Section 153A 
and 153C be amended so as to empower the Central 
Government to notify cases or class of cases in 
which	the	Assessing	Officer	shall	not	 issue	notice	 for	
initiation of proceedings for preceding six assessment 
years. However, action for completion of assessment 
proceedings for the assessment year relevant to the 
previous year in such class of cases in which search or 
requisition has been made would be taken. This would 
result in initiating assessment proceedings only for the 
assessment year relevant to the previous year in which 
search or requisition has been made.

Consequential amendments are also proposed to 
be made to the provisions of Section 296 of the Act.

The proposed amendments will take effect from the 
1st day of July, 2012.

Fee for filing of applications before Authority for 
Advance Rulings (AAR)
It is proposed to amend the provisions of Section  
245Q	so	as	to	provide	for	increase	in	the	fee	for	filing	 
an application for advance ruling from R2,500 to 
R10,000 or such fee as may be prescribed, whichever 
is higher.

The proposed amendment will take effect from 
the 1st day of July, 2012 and will accordingly apply to 
any	application	for	advance	ruling	filed	on	or	after	the	 
1st day of July, 2012. n

t is also proposed that in a case 
where an international transaction 
or specified domestic transaction 
falling within TP requirement is 
not reported by the assessee, it 

will be a deemed escapement of income for the 
purpose of re-opening the assessment.
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