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Market Updates And Analysis
We have as usual covered some relevant
decisions passed by the courts recently.
The Apex court rejected the SLP against the HC
order quashing the reopening of assessment
holding the same to be based on mere change
of opinion and thus, without jurisdiction. HC
observed that non-rejection of submissions /
explanations made by the assessee in the assessment order would amount to AO
accepting the view of the taxpayer, thus forming an opinion.
The Delhi HC decision has come as a welcome relief to the tax deductors who are
facing challenges in claiming back the refund of excess amount of tax deposited.
The court has laid down six-step procedure which would facilitate the processing of
refunds. In the Vodafone case, Bombay HC ruled in favour of the taxpayer and held
that AO cannot withhold the refunds in anticipation of the tax determination.
Karnataka HC has ruled that income from technical services is not part of the
exclusions as given under section 80HHC, hence such receipts are not liable to be
reduced from profits eligible for deduction.
Legal Representatives Not Liable To Intimate Death Of The Assessee To The
Revenue, Assessment Initiated In The Name Of the Assessee And Demand Raised In
The Name Of The Legal Heir Not Justifiable
Deductor Is Required To Follow 6-Step Procedure For Claiming Refund Of Excess
TDS Amount Deposited
Tax Department Can’t Withhold ‘Admitted’ Refund And Directs Release of Refund
to Vodafone Idea
HC: 1) Income From Duty Drawback And Cash Compensatory Assistance Accrues
When Same Is Sanctioned By Custom Authorities And Not When Assessee Raises A

Claim 2) Technical Services Could Not Be Reduced By 90 Percent While
Computing Profits Of Business As Per Explanation (baa) To Section 80HHC
Section 119 Of The Act - CBDT- Instruction To
Subordinate Authorities - Processing Of Returns
With Refund Claims Under Section 143 (1)
Beyond Prescribed Time Limits In Non-Scrutiny
Cases
One-Time Relaxation For Verification Of TaxReturns For The Assessment Years 2015-16, 201617, 2017-18, 2018-19 And 2019-20 Which Are Pending Due To Non-Filing Of ITR- V
Form And Processing Of Such Returns
Clarification In Relation To Notifications Issued Under Clause (V) Of Proviso To
Section 194N Prior To Its Amendment By Finance Act, 2020
Disclosure Of Information Respecting Assessees To Specified Officer, Authority Or
Body Performing Functions Under Any Other Law - Notified Authority Under
Section 138(1)(a)(ii)
Income-Tax (Seventeenth Amendment) Rules, 2020 - Amendment In Rules 31AA,
37BC, 37CA, 37-I And Form 27EQ
Income-Tax (Eighteenth Amendment) Rules, 2020 - Substitution Of Rule 12CB And
Form Nos. 64C and 64D
Income-Tax (Nineteenth Amendment) Rules, 2020 - Amendment In Rule 37BC;
Insertion Of Rule 114AAB And Form No. 49BA
Section 10(23FE) has been introduced vide Finance Act, 2020 wherein incomes
(being dividend, interest or long-term capital gains from an investment made in
India) of certain specified persons which, interalia, includes a Pension Fund
created or established under the law of a foreign country is exempted from tax.
The said exemption is subject to fulfilment of conditions as prescribed.
Acceptance Of Payment Through Prescribed Electronic Modes – Refund of
Charges Imposed On The Prescribed Electronic Modes Under Section 269SU
Amendment in E-Assessment Scheme, 2019
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Legal Representatives Not Liable To Intimate Death Of The Assessee To The Revenue,
Assessment Initiated In The Name Of the Assessee And Demand Raised In The Name Of
The Legal Heir Not Justifiable
Facts & Issues:

During the year under consideration, the assessee, Shri Mohinder Paul Kapila, had cash
deposits of Rs. 10,00,000/- in his bank account, time deposits of Rs. 11,05,586/- and receipts
of Rs. 25,414/- as per Form 26AS. The AO noticed that no return was filed by the assessee
and therefore the case was reopened u/s 147 of the IT Act since the source of the aforesaid
cash deposits and receipts remained unexplained and escaped assessment. Notice u/s 148
was issued in the name of the assessee and his PAN on March 31, 2019 on the last known
address. However, the assessee had expired on December 21, 2018 and therefore the
notice could not and was never served upon the assessee. Further notices were also issued
on subsequent dates; however, none of the notices were served upon the assessee.
Pursuant to the notice issued u/s 133(6) of the IT Act to the bank, tax authorities reached
out to his daughter, Savita Kapila, the present petitioner. It was then informed to them that
the assessee had passed away on December 21, 2018. Admittedly, for the first time, his
death certificate was uploaded on the e-portal of the department on October 15, 2019. A
final show cause notice was issued to the assessee, through his legal heir, directing them
to file the income-tax return and produce relevant documents by November 28, 2019.
Thereafter, on December 27, 2019, the proceedings were transferred to one of the legal
heir of the deceased assessee, Savita Kapila.. On the same date, the impugned order was
passed in the name of the petitioner and her PAN whereby addition was made of Rs.
21,31,000 and demand of Rs. 14,19,060 was raised.
Aggrieved by the order of the AO, petitioner (legal heir of the assessee) filed a writ petition
before the HC.

Contentions of the Assessee:
AR submitted that notice was not issued u/s 148 of the IT Act in the name of the petitioner
or any other legal representative of the deceased assessee. It was further contended that
the proceedings were simply transferred to the petitioner’s PAN vide letter dated

December 27, 2019 ignoring the fact that there were other legal heirs of the deceased
assessee too.
AR further submitted that, in any case, the proceedings against the petitioner were time
barred by limitation by the said date, i.e. December 27, 2019 in terms of section 149(1)(b)
of the IT Act.
AR further emphasized that the provisions of section 159 of the IT Act would not apply in
the present set of facts. The said provisions would be applicable wherein the proceedings
had been initiated/pending against an assessee when he/she was alive and after their
death their legal representatives had stepped into their shoes.
AR submitted that there was no statutory duty upon the legal heirs to intimate about the
death of the assessee to the Revenue. Further, passing of subsequent orders would not
render the jurisdicational challenge infructuous.
AR submitted that it is a well settled law that an alternate statutory remedy would not
operate as a bar to maintainability of a writ petition. Further, if the assumption of
jurisdiction itself is wrong, the subsequent assessment order passed would have no legs to
stand.

Contentions of the Revenue:
The DR submitted that the writ petition should not be entertained as the same is preferred
after the completion of the assessment proceedings. Further, it was the contention of the
Revenue that the petitioner should be directed to agitate the issues raised herein before
the CIT(A) u/s 246A of the IT Act.
The DR further submitted that under the provisions of section 159, the legal representative
is liable for the liabilities of the deceased-assessee and therefore it could not be said that
the present assessment proceedings were null and void. Further, the notice was issued u/s
148 being completely unaware of the fact that the assessee had died on December 21,
2018.
Revenue further contended that the factum of death of the assessee was communicated
to the Revenue for the first time on October 15, 2019 and not before the expiry of limitation
period i.e. March 31, 2019. Further, there was no way that the Revenue could have known

about the death of the assessee. It was the contention of the Revenue that it was not
responsible for maintaining such data of the tax payers and that it was the responsibility
of the legal representatives of the late assessee to intimate about his death to the
Revenue.
Revenue distinguished the decisions relied upon by the assessee by submitting that in the
said cases, notices were issued even though the Revenue was aware about the death of
the assessee. Revenue, however, relied upon the decision of the Jharkhand HC in the case
of Smt. Sudha Prasad v. Chief Commissioner of Income Tax, (2005) 275 ITR 135, where
proceedings were set aside for de novo assessments instead of quashing the same since
there was a bonafide mistake of the Revenue to issue notice in the name of the deceased
person, which was not intimated to the Revenue.
Revenue further submitted that such defect in the notice was a curable defect under
section 292B of the IT Act.

Observations of the HC:
HC observed that issuance of notice u/s 148 was the foundation for reopening of the
assessment. Therefore, it is sin qua non that the notice should be issued in the name of the
correct person. HC held that the requirement of issuing notice to a correct person and not
to a dead person is not merely a procedural requirement but is a condition precedent to
the impugned notice being valid in law.
HC further appreciated the fact that no notice was issued in the name of the petitioner or
any other legal heirs and the proceedings were merely transferred in the name of the
petitioner. Therefore, the assumption of jurisdiction qua the petitioner for the impugned
AY was beyond the period prescribed and barred by limitation.
HC further appreciated the contentions of the AR and held that the provisions of section
159 would not be applicable in the present factual scenario.
HC also held that whether PAN record was updated or not or whether the Department was
made aware by the legal representatives or not is irrelevant, due to absence of any
statutory provision to cast a duty upon the legal representative for the same.

It was further held that section 292B of the IT Act did not apply to the present case as
issuance of notice upon a dead person and non-service of notice did not come within the
ambit of mistake, defect or omission.
The HC referred to the decisions of the co-ordinate bench and held that the applicability
of Section 292BB the IT Act was in the context of an assessee and not his legal
representatives.
HC finally held that the contentions of the Revenue would lead to unsettling of the settled
issue and therefore the impugned notice issued u/s 148 and all consequential proceedings
were quashed.

Citation:
Savita Kapila (legal heir of the late Shri Mohinder Paul Kapila) v. ACIT [TS-343-HC-2020
(Del)]

Our Comments:
The HC has taken a very strict legal view that the legal heirs are not bound to inform the
department about the demise of an assessee. It would appear that, the department would
then be expected to perform the impossible of keeping a tab on the death of each tax
payer or of change in name or address or status of any tax payer. With e-assessments being
started, the department would have to perhaps incorporate a standard question in its
notice u/s 142(1) inquiring about such preliminary aspects. Better still, a statutory
amendment may have to be brought about to cast a duty on all tax payers to inform the
department about such changes within a prescribed time period. In this case the
department found itself in a trap in view of the late discovery of the death of the assessee
and ended up doing an assessment which was clearly non est.

Deductor Is Required To Follow 6-Step Procedure For Claiming Refund Of Excess TDS
Amount Deposited
The Delhi HC has affirmed the following six-step procedure suggested by the revenue
authority for claiming the refund of excess TDS deposited:
i.

Deductor has to approach jurisdictional TDS Officer with the grievance.

ii.

The jurisdictional TDS Officer will forward this grievance to CPC-TDS via e-mail on
aohelpesk@tdscpc.gov.in or through post.

iii.

The CPC-TDS will accordingly guide the TDS Officer to inform the deductor to tick
the option “Refund due to Appeal effect” to place the refund request. By doing so,
deductor will be able to place the refund request with zero amount as well and the
refund request will not get rejected by the system. A request number will be
generated.

iv.

Deductor will inform this request number to the Jurisdictional TDS Officer and
Jurisdictional TDS Officer will confirm the same to CPC-TDS by sharing the refund
request number. This refund request number is required by CPC-TDS for record
purpose for future referencing.

v.

This online refund request generated as per the point no.(iv) above will be further
forwarded to TDS Officer. The TDS Officer will have the right to enhance the refund
amount from Zero (0) to the amount available in the challan and also upload the
relevant documents supporting the genuineness of the facts and reasons for refund.

vi.

After approval from the competent Authority, refund request will be processed
online.

The above stated six-step process will help the TDS deductor to smoothly claim excess
TDS refund with the income-tax authorities.

Citation:
Clean Wind Power Kurnool Private Limited vs. DCIT (TDS) and others [Reported in TS-324HC-2020(Del)]

Tax Department Can’t Withhold ‘Admitted’ Refund And Directs Release of Refund to
Vodafone Idea
Facts of the case:
Vodafone Idea Limited (‘Petitioner’) filed its return of income for AY 2014-15 on September
30, 2014 in the name of Vodafone Mobile Services Limited. The tax return was revised on
March 31, 2016 and on February 22, 2017. On October 31, 2019, the AO (one of the
Respondent to this Writ petition) passed an assessment order under section 143(3) r.w.
section 144C of the Act, determining the refund of Rs. 734 crores payable to the Petitioner
on November 7, 2019. Since the AO did not grant the refund, the Petitioner filed a Writ
Petition before the Delhi HC, which was subsequently dismissed.
Upon further appeal, the Hon’ble Supreme Court held that so far as AY 2014-15 was
concerned, final assessment order passed under section 143(3) indicated that the
Petitioner was entitled for refund of Rs. 733 crores. Accordingly, the Hon’ble Supreme
Court directed the Tax Authorities to issue the refund of Rs. 733 crores to the Petitioner
within four weeks from the date of the said order, subject to any proceedings that the
Revenue may deem appropriate in accordance with the law. The AO was directed to
conclude the assessment proceedings for AY 2016-17 and AY 2017-18, as early as possible.
Except for these specific directions issued, the Hon’ble Supreme Court did not interfere
with the impugned judgment and order passed by the Delhi High Court and dismissed the
said Civil Appeal without any order as to costs.
Thereafter, the AO issued an intimation under Section 245 of the Act, proposing to adjust
the refund for AY 2014-15, against the demands for various other AYs (including for AY
2006-07 and 2012-13). The Petitioner was also directed to inform the AO, in case, any of
the demands mentioned in the said notice were stayed by any Court.
The said intimation was strongly objected to by the Petitioner by email (dated May 13,
2020) on various grounds. The Petitioner also brought on record the ITAT order for the AY
2006-07 and pendency of various stay applications of the Petitioner. The Petitioner

contended that the refund due for AY 2014-15 cannot be adjusted against outstanding
demand for the AY 2012-13 and for various other AYs. On May 19, 2020, the Petitioner filed
additional response to the Intimation and strongly raised objection to the said action of
the AO.
On May 28, 2020, the AO passed an order under section 154 for AY 2014-15, determining
the refund of Rs. 1,009 crores. The AO adjusted the pending demand of Rs. 176 crores
against this refund and determined the net refundable amount at Rs. 833 crores.
The Petitioner sent various reminders to the AO (including the PCIT), seeking refund and
compliance of the order passed by the Hon'ble Supreme Court. The AO and the PCIT
however, did not refund any amount to the Petitioner, including Rs. 833 crores, which
according to the AO was due and payable to the Petitioner. Aggrieved, the Petitioner
preferred the petition before the Bombay High Court, inter alia praying for various reliefs.

Contentions of the Petitioner:
The Petitioner submitted that the Hon’ble Supreme Court had directed the Tax Authorities
to refund the amount of Rs. 733 crores to the Petitioner within four weeks from the date
of the said order, subject to any proceedings that the Tax Authorities may deem
appropriate to initiate in accordance with law. However, the Respondent did not refund
the said amount in compliance with the order passed by the Hon’ble Supreme Court. The
Respondents had invoked section 245 of the Act, seeking adjustment of the alleged
demand against the refund payable to the Petitioner, which could not be adjusted against
the refund.
The net refund of Rs. 833 crores was admittedly due and refundable to the Petitioner.
Further, there is no provision under the Act, permitting to withhold the said amount, once
it has been determined by the AO under section 154 read with section 245 of the Act.
The provisions of section 241A of the Act (sought to be pressed by the respondents) are
not applicable to the Petitioner, insofar as refund for the AY 2014-15 is concerned. The

said provision applies only from AY 2017-18 onwards. The AO has issued refund of approx..
Rs. 706 crores pertaining to AY 2017-18 pursuant to the earlier decisions of the Bombay
High Court and the same has been accepted by the AO.
The proceedings initiated under section 245 have already ended in view of the common
order dated May 28, 2020 passed under section 154 read with section 245 of the Act.
Further, as on date, there is no demand for the AY 2016-17. Also, there is no provision in
the Act, which allows the Tax Authorities to withhold the refunds in anticipation of tax
determination, which may arise in future.

Contentions of the Revenue:
The Revenue contended that since substantial demands are pending against the
Petitioner, the AO has initiated proceedings under section 241A to withhold the refund,
after following the prescribed procedure laid down in the Act. The Petitioner has claimed
refund in several years and the total value is more than the outstanding demand, excluding
the stay against the demands raised by the AO. The action of the AO to withhold the refund
under section 241A is justified in view of the liberty granted by the Hon’ble Supreme Court
in the order dated April 29, 2020.
Reliance was placed upon the decision of the Delhi High Court in the case of Maruti Suzuki
India Ltd. v. DCIT [2012] 347 ITR 43 for invoking section 241A of the Act.

Observations and Ruling of the Court:
The Bombay High Court accepted the writ petition of the Petitioner and the AO was
directed to issue the refund to the Petitioner within two weeks of the order. While
rendering this decision, the Court has observed as follows:
The AO’s order dated May 28, 2020 passed under section 154 had attained finality and net
refund of Rs. 833 crores has been determined to be paid to the Petitioner. The AO cannot
withhold the admitted refund on the ground that the Tax Authorities may have a future

demand against the Petitioner, arising out of the pending assessment orders. There is no
such power vested in the Tax Authorities to adjust the admitted refund amount against the
tax dues, which are not even adjudicated upon by the Tax Authorities and may arise in
future as contemplated/visualized by the Tax Authorities.
The provisions of section 241A are applicable from AY 2017-18 and not for AY 2014-15.
Further, the power to withhold the refund is subject to the previous approval of the
Principal Commissioner or Commissioner and the same has not been accorded in this case.
The decision of the Delhi High Court in the case of Maruti Suzuki India Ltd. (cited supra) is
not remotely applicable to the facts of the Petitioner, since in that case, the additions
made by the AO were already covered against the taxpayer by the orders of ITAT or
CIT(Appeals).
The question as to whether the demand of Rs. 177 crores could be adjusted would be
decided by the Court at the stage of final hearing of the Writ Petition.
Citation:
Vodafone Idea Limited v. ACIT & Others (2020) (TS-313-HC-2020 (BOM))

Our Comments:
As rightly noted by the Court, the provisions of section 241A of the Act are applicable from
AY 2017-18. The provisions of section 241A are invoked where the grant of refund is likely
to adversely affect the revenue, due to certain additions that may be made in the
assessment under section 143(3) of the Act. Hence, before invoking the provisions of
section 241A, it is imperative that the AO analyse the income tax return of the taxpayer
and understand the issues that could arise in the tax assessment, which can raise a demand
upon the taxpayer. Further, a prior approval is required to be obtained by the AO from the
Principal Commissioner or the Commissioner. However, in practice, due to time
constraints, the AO may invoke the provisions without making an analysis, in which case,
the refund of the taxpayer may be withheld and sometimes, depending upon the amount
involved, the taxpayer has to approach the Court for obtaining the refund, which itself is

time consuming and also a costly approach. Thus, appropriate cost benefit analysis needs
to be done by the taxpayer.
Another important section that has been widely implemented (for refunds recently issued
by CPC) is section 245 of the Act and the intimations are sent by emails to the taxpayers.
Under section 245, the AO (or specified authority) may, in lieu of payment of the refund,
set off the amount to be refunded or any part of that amount, against the sum payable by
the person to whom refund is due after giving an intimation in writing to such person of
the action proposed to be taken. However, the taxpayers will be entitled to file their
response / objections to the AO against the intimation. The AO will thereafter examine the
reply and communicate his finding, to the CPC, Bengaluru, who will then process the
refund and adjust the demand, if any payable. In this regard, the CBDT has issued an
instruction no. 12/2003 dated September 9, 2013 and Office Memorandum
(F.NO.312/109/2015-OT) dated January 29, 2016, which are required to be complied by the
AO and the CPC. It is very important that the taxpayer keeps a track of the emails received
from tax department, enclosing such intimation and appropriate responses / objections
are provided, otherwise, there could be a risk of adjustment of refunds against certain
demands (which sometimes may not match with the taxpayers records).

HC: 1) Income From Duty Drawback And Cash Compensatory Assistance Accrues When
Same Is Sanctioned By Custom Authorities And Not When Assessee Raises A Claim 2)
Technical Services Could Not Be Reduced By 90 Percent While Computing Profits Of
Business As Per Explanation (baa) To Section 80HHC
Facts & Issues:
The assessee, Asea Brown Boveri Limited, was engaged in heavy electrical equipment,
and automation technology. The assessee had not declared cash compensatory assistance
and duty drawback in its return of income on the ground that same was liable to be taxed
on receipt basis. The Assessing Officer rejected the assessee’s claim and included in the
total income on accrual basis. Further, the assessee, while computing its profit of the
business with respect to claiming deduction under section 80HHC of Act, had also
considered interest income from bank deposits, interest from employees and customers,
income from commission, rental income and income on commission from technical
services. The Assessing officer was of the view that such income had to be reduced by 90%
for the purposes of computing profits of the business as per Explanation (baa) to Section
80HHC of the Act.
The CIT (A) dismissed the assessee’s appeal and upheld the assessment order of the AO.
On further appeal,
the ITAT deleted the additions made with regard to cash compensatory assistance and
duty drawback. The ITAT also held that no part of income for technical services be
excluded for computing deduction under section 80HHC of the Act. Aggrieved by the
order of the ITAT, The revenue filed an appeal before the High Court.
Contentions of the Revenue:
- The revenue contended that as per Section 28(iiib) of the Act any cash assistance
received or receivable by any person against exports under any scheme of the
Government of India is chargeable to tax as business income. It was also pointed out
that assessee had adopted mercantile system of accounting under which the cash
receivable has to be taxed as business income on accrual basis and not receipt basis.

- Revenue further contended that the income from technical services had to be reduced
by 90% as the same is an independent income and had no nexus with the export and
therefore, had to be treated as business income.
Contention of the Assessee:
- The AR submitted that the cash compensatory assistance and the duty drawback was
taxed on accrual basis. The income accrues only when the same is approved by the
competent government authority and not when the assessee raises the claim for the
same.
- The AR further submitted that explanation (baa) to Section 80HHC does not refer to
export turnover and therefore, before a receipt is liable to be excluded to the extent of
90% it must be a receipt of nature similar to brokerage, commission, interest, rent or
charges. The AR further submitted that a receipt for rendering technical services does
not fall within the scope of exclusion contemplated by clause (baa) of the explanation
to Section 80HHC and the aforesaid position was conceded in case of assessee for the
subsequent year i.e., 1997-98 by the revenue.
Observations & Ruling of the HC:
A. Cash Compensatory Allowance and Duty Drawback
The Court observed that cash compensatory allowance was taxable on accrual basis. An
amount would accrue to the assessee only when the assessee gets such a right to receive
the income. It was held that assessee would get a right to receive the amount only when
it has been sanctioned to the assessee by the custom authorities and not when the
assessee makes a claim of the same. Since, the amount of cash compensatory assistance
and duty drawback during the year under consideration was not sanctioned to the
assessee and therefore, the income has not accrued to the assessee.

B. 90% reduction of income earned from technical services while computing profits of
business as per section Explanation (baa) to section 80HHC
The Court placed reliance on the decision of the Supreme Court in CIT v. K. Ravindranathan
Nair [2007] 165 Taxman 282/295 ITR 228 (SC) and other cases wherein it was held that if

any income is derived from the export by way of foreign exchange, such income is not
deductible and the benefit of that income had to be given to the assessee.
The Court observed that the expression 'any receipt of a similar nature' had to be
understood in the context of the words that precede such expression viz., brokerage,
commission, interest, rent or charges. The Court held that such receipts had no nexus with
the income earned by way of foreign exchange and every receipt is not an income and
every income would not necessarily include element of export turnover. Accordingly, the
Court directed to delete 90% reduction of income earned from technical services while
computing profits of business.

Citation
Commissioner of Income-tax v. Asea Brown Boveri Ltd. [[2020] 117 taxmann.com 415
(Karnataka)]
Comments
The Court has rightly pointed that even though an assessee may be following mercantile
system of accounting, but an income is said to have accrued to the assessee only when the
right to receive an income is established or becomes a legally enforceable claim. The act
of the assessee of raising claim towards the authority is not the conclusive factor for an
income to accrue to the assessee. The income is accrued to the assessee only when it is
sanctioned by the authority and thus the assessee gets a legal entitlement to the finalised
claim amount. In such cases it is also argued that there is no loss to the tax authorities
since the income eventually is taxed in any other year. Thus, such adjustment may lead to
double taxation and should be avoided.
In the context of section 80HHC, it is a trite law that the profits of the business is reduced
by any receipts by way of brokerage, commission, interest, rent, charges or any other
receipt of a similar nature included in such profits. Such receipts does not include the
receipts in the nature of technical services and thus such receipts are not liable to be
reduced from profits eligible for deduction.

Section 119 Of The Act - CBDT- Instruction To Subordinate Authorities - Processing Of
Returns With Refund Claims Under Section 143 (1) Beyond Prescribed Time Limits In
Non-Scrutiny Cases
CIRCULAR F. NO. 225/98/2000/ITA-II, DATED 10-7-2020
Due to certain technical issues or for other reasons not attributable to the assessees concerned,
several returns for various assessment years up to the assessment year 2017-18 which were otherwise
filed validly under section 139 or 142 or 119 of the Act could not be processed under section 143(1)
of the Act.
To mitigate genuine hardship being faced by the taxpayers on this issue, Board has hereby relaxed the
time-frame prescribed in second proviso to section 143(1) of the Act and directed that all validly filed
returns up to AY 2017-18, with refund claims, which could not be processed and have become timebarred, can be processed now with prior administrative approval of Pr.CCIT/CCIT concerned and
intimation of such processing under section 143 (1) of the Act can be sent to the assessee concerned
by October 31, 2020.
However, the above relaxation shall not be applicable for the cases selected for scrutiny, or where
there is a demand payable after processing of the return or the return is not processed due to reasons
attributable to the assessee.

One-Time Relaxation For Verification Of Tax-Returns For The Assessment Years 201516, 2016-17, 2017-18, 2018-19 And 2019-20 Which Are Pending Due To Non-Filing Of ITRV Form And Processing Of Such Returns
CIRCULAR NO. 13/2020 [F. NO. 225/59/2020/ITA -II], DATED 13-7-2020
In respect of a ITR which is filed electronically without a DSC, the assessee is required to
verify it, using the modes as prescribed, within 120 days from the date of uploading the
ITR.
As a one-time measure for resolving the grievances of the assessee associated with nonfiling of ITR-V for earlier AYs and to regularize such returns which have either become
non-est or have remained pending due to non-filing/non-receipt of respective ITR-V Form,
the Circular now permits verification of such returns either by sending a duly signed
physical copy of ITR-V to CPC, Bengaluru through speed post or through EVC/OTP modes.
Such verification process must be completed by September 30, 2020.
However, this relaxation shall not apply to those cases, where during the intervening
period, the Department has already taken recourse to any other measure as specified in
the Act for ensuring filing of tax return by the taxpayer concerned after declaring the
return as non-est.
Further, CBDT has also relaxed the time frame of processing such returns and issuing
intimation under section 143(1) to December 31, 2020. In refund cases, while determining
the interest, provisions of section 244A (2) of the Act would apply.

Clarification In Relation To Notifications Issued Under Clause (V) Of Proviso To Section
194N Prior To Its Amendment By Finance Act, 2020
CIRCULAR NO. 14/2020 [F. NO. 370142/27/2020-TPL], DATED 20-7-2020
Following notifications which were issued before amendments made under section 194N
vide Finance Act, 2020, to exempt persons or class of persons so that payments made to
such persons or class of persons shall not be subjected to TDS under section 194N.
(a) Notification 68 of 2019 dated September 18, 2019
(b) Notification 70 of 2019 dated September 20, 2019
(c) Notification 80 of 2019 dated October 15, 2019
Section 194N of the Act was amended by the Finance Act, 2020 in order to make the
provisions of the said section more stringent for non ITR filers. It is to be noted that clause
(v) of the proviso to section 194N prior to its amendment has now become fourth proviso
to the said section due to the amendment.
It has been clarified by the CBDT that the abovementioned 3 notifications shall be deemed
to have been issued under fourth proviso to section 194N.

Disclosure Of Information Respecting Assessees To Specified Officer, Authority Or Body
Performing Functions Under Any Other Law - Notified Authority Under Section
138(1)(a)(ii)
CIRCULAR NO. 15 OF 2020 [F. NO. 370142/26/2020/TPL], DATED 22-7-2020
Specified person for the purpose of section 10(23FE) as inserted in Finance Act, 2020 also
includes notified Sovereign Wealth Fund (“SWF”).
CBDT has hereby specified that the SWF shall file application in Form I in the Annexure to
this circular. Form I shall be filed with the Member (Legislation), Central Board of Direct
Taxes (CBDT), for FY 2020-21 and thereafter with Member, CBDT, having supervision and
control over the work of Foreign Tax and Tax Research Division.
Further, the SWF shall be required to file return of income along with audit report. It shall
also be required to file a quarterly statement within one month from the end of the quarter
electronically in Form II in respect of each investment made during the quarter in the
Annexure to this circular. The Principal Director General of Income Tax/Director General
of Income-tax (Systems) will lay down the necessary procedure for furnishing and
verification of the Form II.

Income-Tax (Seventeenth Amendment) Rules, 2020 - Amendment In Rules 31AA, 37BC,
37CA, 37-I And Form 27EQ
NOTIFICATION G.S.R. 464(E) [NO. 54/2020/F. NO. 370142/22/2020-TPL], DATED 24-7-2020
Rule 31AA - Statement of collection of tax under proviso to sub-section (3) of section 206C,
after clause (v) of sub-rule 4, new clause (vi) and (vii) are inserted as follows:
(vi) furnish particulars of amount received or debited on which tax was not collected,(a) by the authorised dealer from the buyer under the first proviso to sub-section (1G)
of section 206C;
(b) by the authorised dealer under fourth proviso to sub-section (1G) of section 206C;
and
(c) by the authorised dealer or seller of an overseas tour program from the buyer
under clause (i) or clause (ii) of the fifth proviso of sub-section (1G) of section 206C or
in view of any notification issued under clause (ii) of the fifth proviso of sub-section
(1G) of section 206C
(vii) furnish particulars of amount received or debited on which tax was not collected from
the buyer,(a) under second proviso to sub-section (1H) of section 206C; and
(b) under sub-clause (A) or sub-clause (B) or sub-clause (C), or in view of any
notification issued under sub-clause (C), of clause (a) of the Explanation to sub-section
(1H) of section 206C
It is noticed that the newly introduced sub-sections (1G) & (1H) of section 206C of the IT
Act provides for basic exemptions and exclusions on the applicability of the said provisions
i.e. in such cases, a person is not liable to collect TCS. The above insertion of sub-rules
provide for disclosure of such amounts as well in the TCS return in Form 27EQ, where TCS
is not applicable. The same would thus provide for a complete disclosure of the total
payments made. Further, the Department can trace such payments which are contended
to be not subject to TCS and scrutinize the position adopted by the person collecting tax.
[Applicable w.e.f. October 1, 2020]
Rule 37BC - Relaxation from deduction of tax at higher rate under section 206AA:
Now even dividend is also included in nature of payments covered under Rule 37BC
[Applicable w.e.f. July 24, 2020]
Rule 37-I - Credit for tax collected at source for the purposes of sub-section (4) of section
206C
New sub-rule 2A is inserted which states that credit of taxes collected under section 206C
(1F), (1G) and (1H) shall be given to the person from whose account tax is collected and
paid to the Central Government account for the assessment year relevant to the previous
year in which such tax collection is made.

[Applicable w.e.f. October 1, 2020]
New form 27EQ has been replaced with old form.

Income-Tax (Eighteenth Amendment) Rules, 2020 - Substitution Of Rule 12CB And Form
Nos. 64C and 64D
NOTIFICATION G.S.R. 469(E) [ NO. 55/2020/ F. NO.142/22/2015-TPL], DATED 28-7-2020
CBDT has w.e.f. July 28, 2020 substituted Rule 12CB. New Rule is as given below:
Rule 12CB. Statement under sub-section (7) of section 115UB
1) The statement of income paid or credited by an investment fund to its unit holder shall
be furnished by the person responsible for crediting or making payment of the income on
behalf of an investment fund and the investment fund to the(i) unit holder by 30th day of June of the financial year following the previous year during
which the income is paid or credited in Form No. 64C after generating and downloading
the same from the web portal specified by the Principal Director General of Income-tax
(Systems) or the Director General of Income-tax (Systems) or the person authorised by him
and duly verified by the person paying or crediting the income on behalf of the investment
fund in the manner indicated therein; and
(ii) Principal Commissioner or the Commissioner of Income-tax, as the case may be, within
whose jurisdiction the Principal office of the investment fund is situated by 15th day of
June of the financial year following the previous year during which the income is paid or
credited, electronically under digital signature, in Form No. 64D duly verified by an
accountant in the manner indicated therein.
(2) The Principal Director General of Income-tax (Systems) or the Director General of
Income-tax (Systems), as the case may be, shall specify the,(i) procedure for filing of Form No. 64D and shall also be responsible for evolving and
implementing appropriate security, archival and retrieval policies in relation to the
statements of income paid or credited so furnished under this rule; and
(ii) procedure, formats and standards for generation and download of statement in Form
No. 64C from the web portal specified by him or by the person authorised by him and he
shall be responsible for the day-to-day administration in relation to the generation and
download of certificates from the web portal specified by him or the person authorised by
him."
In Appendix-II, for Form No. 64C and 64D are shall be substituted.
The Investment Fund or person making payment on behalf of Investment Fund is required
to submit Form 64C to unit holders to whom the income is paid or credited in Form 64C
and also furnish Form 64D to the PCIT before November 30 of the Financial Year following
the previous year during which the income is paid or credited.

The amendment in the relevant Rule now has changed the due date to furnish Form 64D
to June 15. Furthe, Form 64C is now generated on the web portal of the Department and
the same needs to be downloaded and furnished to the unit holders.

Income-Tax (Nineteenth Amendment) Rules, 2020 - Amendment In Rule 37BC; Insertion
Of Rule 114AAB And Form No. 49BA
NOTIFICATION G.S.R. 499(E) [ NO. 58/2020/F. NO. 370133/08/2020-TPL], DATED 10-8-2020
Rule 37BC - Relaxation from deduction of tax at higher rate under section 206AA:
Sub-rule 3 has been inserted to provide that the provisions of section 206AA shall not apply in respect
of payments made to a person being a non-resident, not being a company, or a foreign company if the
provisions of section 139A do not apply to such person on account of rule 114AAB.

New Rule 114AAB - Class or classes of person to whom provisions of section 139A shall not apply
(w.e.f. August 10, 2020)
(1) The provisions of section 139A regarding obtaining of Permanent Account Number shall not apply
to a non-resident, not being a company, or a foreign company, (hereinafter referred to as the nonresident) who has, during a previous year, made investment in a specified fund if the following
conditions are fulfilled, namely:
(i)
(ii)

(iii)

the non-resident does not earn any income in India, other than the income from
investment in the specified fund during the previous year;
any income-tax due on income of non-resident has been deducted at source and remitted
to the Central Government by the specified fund at the rates specified in section 194LBB
of the Act; and
the non-resident furnishes the following details and documents to the specified fund,
namely:
(a) name, e-mail id, contact number;
(b) address in the country or specified territory outside India of which he is a resident;
(c) a declaration that he is a resident of a country or specified territory outside India; and
(d) Tax Identification Number in the country or specified territory of his residence and in case
no such number is available, then a unique number on the basis of which the nonresident is
identified by the Government of that country or the specified territory of which he claims to
be a resident.

(2) The specified fund shall furnish a quarterly statement for the quarter of the financial year, in which
the details and documents referred to in clause (iii) of sub-rule (1) are received by it, in Form No.49BA
to the Principal Director General of Income-tax (Systems) or the Director General of Income-tax
(Systems) or the person authorised by him, electronically and upload the declaration referred to in
sub-clause (c) of clause (iii) of sub-rule (1) within fifteen days from the end of the quarter of the
financial year to which such statement relates in accordance with the procedures, formats and
standards specified by the Principal Director General of Income-tax (Systems) or the Director General
of Income-tax (Systems) under sub-rule (3).

(3) The Principal Director General of Income-tax (Systems) or the Director General of Income-tax
(Systems) shall specify the procedures, formats and standards for the purposes of furnishing and

verification of Form 49BA and shall be responsible for the day-to-day administration in relation to the
furnishing and verification of quarterly statement in accordance with the provisions of sub rule (2).
Explanation- For the purposes of this rule(a) "specified fund" means any fund established or incorporated in India in the form of a trust or a
company or a limited liability partnership or a body corporate which has been granted a certificate of
registration as a Category I or Category II Alternative Investment Fund and is regulated under the
Securities and Exchange Board of India (Alternative Investment Funds) Regulations, 2012, and which
is located in any International Financial Services Centre;
(b) "International Financial Services Centre" shall have the same meaning as assigned to it in clause
(q) of section 2 of the Special Economic Zones Act, 2005 (28 of 2005).]

Section 10(23FE) has been introduced vide Finance Act, 2020 wherein incomes (being
dividend, interest or long-term capital gains from an investment made in India) of
certain specified persons which, interalia, includes a Pension Fund created or
established under the law of a foreign country is exempted from tax. The said
exemption is subject to fulfilment of conditions as prescribed.
In exercise of the powers conferred by sub-clause (iii) of clause (c) of Explanation to the
clause (23FE) of section 10 read with section 295 of the Income-tax Act, 1961, the CBDT
has introduced Income-Tax (Twentieth Amendment) Rules, 2020 and inserted Rules 2DB,
2DC, Form No. 10BBA, Form No. 10BBB And Form No. 10BBC which provides for such
conditions to be fulfilled by the said Pension Funds for claiming exemption u/s 10(23FE)
of the Act.
NOTIFICATION G.S.R. 508(E) [NO. 67/2020/F. NO. 370142/28/2020-TPL], DATED 17-8-2020
New Rule 2DB - Other conditions to be satisfied by the pension fund and Rule 2DC Guidelines for notification under clause (23FE) of section 10 has been inserted w.e.f. August
17, 2020. The Rules state as follows:
Rule 2DB. Other conditions to be satisfied by the pension fund
For the purposes of clause (23FE) of section 10, the pension fund shall be required to satisfy
the following other conditions, namely: (i)

it is regulated under the law of a foreign country including the laws made by
any of its political constituents being a province, state or local body, by
whatever name called, under which it is created or established, as the case may

(ii)

be;
it is responsible for administering or investing the assets for meeting the
statutory obligations and defined contributions of one or more funds or plans
established for providing retirement, social security, employment, disability,
death benefits or any similar compensation to the participants or beneficiaries
of such funds or plans, as the case may be;

(iii)

the earnings and assets of the pension fund are used only for meeting statutory
obligations and defined contributions for participants or beneficiaries of funds
or plans referred to in clause (ii) and no portion of the earnings or assets of the

(iv)

pension fund inures any benefit to any other private person;
it does not undertake any commercial activity whether within or outside India;

(v)

it shall intimate the details in respect of each investment made by it in India
during the quarter within one month from the end of the quarter in Form No.
10BBB;

(vi)

it shall file return of income on or before the due date specified under subsection (1) of section 139 and furnish along with such return a certificate in Form
No. 10BBC in respect of compliance to the provisions of clause (23FE) of section

10, during the financial year, from an accountant as defined in the Explanation
below sub-section (2) of section 288.
Rule 2DC. Guidelines for notification under clause (23FE) of section 10
(1) For the purposes of notification under sub-clause (iv) of clause (c) of Explanation to the
clause (23FE) of section 10, the pension fund shall make an application in Form No. 10BBA
enclosing therewith relevant documents and evidence, to the,(i) Member (Legislation), Central Board of Direct Taxes, Department of Revenue, Ministry
of Finance, North Block, New Delhi during the financial year 2020-2021;
(ii) Member, Central Board of Direct Taxes, Department of Revenue, Ministry of Finance,
North Block, New Delhi having supervision and control over the work of Foreign Tax and
Tax Research Division during the other financial years.
(2) The Principal Director General of Income-tax (Systems) or the Director General of
Income-tax (Systems), as the case may be, shall lay down the data structure, standards and
procedure of furnishing and verification of Form No 10BBB and Form No 10BBC, and shall
be responsible for formulating and implementing appropriate security, archival and
retrieval policies in relation to the said forms so furnished under this sub-rule.";

Acceptance Of Payment Through Prescribed Electronic Modes – Refund of Charges
Imposed On The Prescribed Electronic Modes Under Section 269SU
CIRCULAR NO.16/2020, DATED 30-8-2020
Banks under this circular are advised to immediately refund the charges collected, if any, on or after
January 1, 2020 on transactions carried out using the electronic modes prescribed under section
269SU of the Act and not to impose charges on any future transactions carried through the said
prescribed modes.

Amendment in E-Assessment Scheme, 2019
NOTIFICATION S.O. 2745 (E) [NO. 60 / 2020/F.NO. 370149/154/2019-TPL], DATED 13-82020 and NOTIFICATION S.O. 2746(E) [NO. 61/2020/F.NO. 370149/154/2019-TPL], DATED
13-8-2020
The above notifications have made certain amendments to the E -assessment Scheme,
2019. The relevant amendments are summarised given hereunder:
1) With effect from August 13, 2020, the E-assessment Scheme of 2019 has been
amended and will henceforth be known as the ‘Faceless Assessment Scheme’.
The Faceless Assessment Scheme applies to scrutiny assessments and best
decision assessments.
2) Post amendment, the scheme also covers the cases selected for scrutiny
wherein return has not been filed in response to notice under section 142(1)
and cases selected for re-assessment under section 148.
The Scheme will cover the cases where the notice is issued under section 143(2)
by the assessing officer or the prescribed income tax authority; where no return
is furnished by the assessee in response to notice issued under section 142(1) or
148 by the assessing Officer.
3) If the assessee fails to file any response to any notice issued by the National eAssessment Centre, the assessment would be completed based on best
judgment as provided under section 144 of the Act.
4) While authenticating the documents, the assessee shall affix his digital
signature if he is required under the Rules to furnish his return of income under
digital signature, and in any other case by affixing his digital signature or under
electronic verification code;
5) Where an opportunity is provided to the assessee by serving a notice calling
upon him to show cause as to why the assessment should not be completed as
per such draft assessment order and the assessee or his authorised
representative, make a request for personal hearing, the Chief Commissioner
or the Director General, in charge of the Regional e-assessment Centre, under
which the concerned unit is set up, may approve the request for personal
hearing

