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National Update

Profit Attribution to PE: CBDT Invites  
Public Comments on Report

Form 16: New Format for Salary TDS Certificate 
Makes it Difficult to Fudge Income, Tax Breaks

The CBDT has notified a new format for Form 16 – 
the salary TDS certificate – requiring a detailed break 
up of tax exempt allowances paid to employee and 
also of all tax breaks claimed by him/her. The earlier 
format allowed companies to give consolidated figures 
or break-up in different formats for both these thereby 
leaving some ambiguity regarding their individual 
composition. Concurrent changes have been made 
in the format of the TDS return (details of TDS from 
employees’ salaries) filed by companies with the tax 
department to allow the tax man to cross check an 
employee’s ITR, Form 16 and the company’s TDS 
return easily. Last year the tax man had detected 
several cases of false claims of large income tax refunds 
made by some employees which is likely to be another 
reason for this streamlining exercise which is aimed at 
removing all space for such manoeuvres in future.
The new format will allow the tax department to 
view a detailed breakup of the income and tax breaks 
claimed by a salaried person at the first instance itself. 
Consequently, any discrepancy between the income 
and deductions shown in Form 16 and the ITR filed 
by the person can be immediately spotted. This 
new format is likely to help the department digitise 
cross checking of figures too because it takes away 
the leeway that companies earlier had in providing 
the breakup of income and deductions and fixes the 
format for providing these.
The new format for Form 16 was notified by the Central 
Board of Direct Taxes (CBDT) via a notification dated 
April 12, 2019. The format specified in the notification 
comes into effect from May 12, 2019 which is well 
before the last date for issue of Form 16 or the TDS 
certificate for salary by employers. Therefore, those 
issuing Form 16 after this date will have to do so in 
the new format. 

(Source: www.thehindubusinessline.com)

Banking Consolidation Kicks In, More Mergers 
& Acquisitions in FY20

After years of hand-wringing, the great Indian 
banking consolidation kicked off in FY19 and experts 
predict there would be more action during the 
current financial year. After years of hand-wringing, 
the great Indian banking consolidation kicked off in 
FY19 and experts predict there would be more action 
during the current financial year. Several government 
officials, including Finance Minister Arun Jaitley, 
have been repeatedly insisting that the country 
needs few large banks, and several small banks to 
pursue the path of financial inclusion and spur credit 
growth. Finally, last year, taking a cue from the SBI 
and associate banks’ merger, three other public sector 
banks -- Bank of Baroda, Vijaya Bank and Dena 
Bank -- were amalgamated, transforming it into the 
country’s second largest state-run lender after SBI. 
With this, the number of PSBs is now down to 18 from 
21. Separately, the government also brought down its 
stake to below 52 per cent in IDBI Bank, which is now 
owned by state-run LIC of India. 

(Source: www.financialexpress.com)

The Central Board of Direct Taxes (CBDT) has 
invited stakeholders’ comments on a draft committee 
report on attribution of profits in case of a permanent 
establishment (PE). Suggestions and comments on 
the 85-page report — which has been made public — 
will have to be furnished electronically within 30 days 
from the date of its publication on the department’s 

website, the CBDT has said. The report submitted by 
the committee is an exhaustive report, which provides 
insights into the economic basis for allocation of 
taxing rights in respect of business profits by looking 
at how economies contribute to business profits of 
multinational enterprises and also documents various 
international practices for profit attribution.
On the profit attribution method, the report 
postulates that the profits derived from India need 
to be defined objectively, and that the same could be 
arrived at by multiplying the revenue derived from 
India with the global operational profit margin. A 
deeming global operational profit of 2 per cent has 
also been acknowledged by the Committee. 
For business models in which users contribute 
significantly to the profits of the enterprise, user base 
could be taken into account for the purpose of profit 
attribution as the fourth factor for apportionment, in 
addition to sales, manpower and assets. Weightage 
in the range of 10-20 per cent have been assigned 
to the user base. The Committee has recommended 
that profits derived from Indian operations should be 
higher of - (a) amount arrived at by multiplying the 
revenue derived from India multiplied with global 
operational profit margin, and (b) Two per cent of the 
revenue derived from India.

(Source: www.economic times.com)


