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CALENDAR OF EVENTS - JANUARY 2019 & FEBRUARY 2019

DATE  
AND DAY

TOPIC / SPEAKER VENUE/TIME CPE CREDIT

02.01.2019
Wednesday

NFRA Provisions and Case Studies from PCAOB - USA 
CA. Mohan R Lavi

Branch Premises  
6.00 pm to 8.00 pm 2 hrs

05.01.2019
Saturday

One Day Seminar on Real Estate GST, Estate Planning and 
Retirement Planning
Organized by : Bangalore Branch of SIRC of ICAI
Delegate fee :  Members – Rs. 750/- Inclusive of GST
                       Non Members – Rs. 2,000/- Inclusive of GST
Details at Pg. No. 8

Branch Premises  
9.30 am to 5.30 pm

6 hrs

08.01.2019
Tuesday

One Day Seminar on Pharma Industry 
Organized by : Bangalore Branch of SIRC of ICAI
Delegate fee : Members – Rs.750/- Inclusive of GST
                    Non Members – Rs.2,000/- Inclusive of GST
Details at Pg. No. 9

Branch Premises
9.30 am to 5.30 pm

6 hrs

09.01.2019
Wednesday

Effective System of Internal Control & COSO 2013 
CA. Ravi Kant

Branch Premises  
6.00 pm to 8.00 pm 2 hrs

12.01.2019
Saturday

One Day Seminar on Auditing Standards 
Organized by : Bangalore Branch of SIRC of ICAI
Delegate fee : Members – Rs.750/- Inclusive of GST
                    Non Members – Rs.2,000/- Inclusive of GST
Details at Pg. No. 10

Branch Premises
9.30 am to 5.30 pm

6 hrs

16.01.2019
Wednesday

FEMA compliance during Statutory Audit 
CA. Santhosha Kumar

Branch Premises  
6.00 pm to 8.00 pm 2 hrs

19.01.2019
Saturday

One Day Seminar on E-commerce Industry 
Organized by : Bangalore Branch of SIRC of ICAI
Delegate fee : Members – Rs.750/- Inclusive of GST
                    Non Members – Rs.2,000/- Inclusive of GST
Details at Pg. No. 11

Branch Premises
9.30 am to 5.45 pm

6 hrs
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CALENDAR OF EVENTS - JANUARY 2019 & FEBRUARY 2019
DATE  

AND DAY
TOPIC / SPEAKER VENUE/TIME CPE CREDIT

23.01.2019
Wednesday

Update on latest GST Advance Rulings 
CA. Kalyan Kumar. K

Branch Premises  
2 hrs

26.01.2019
Saturday

Republic Day Celebration Branch Premises 
–––

27.01.2019
Sunday

Bangalore Branch Managing Committee Election Branch Premises
8.00 am to 6.30 pm

30.01.2019
Wednesday

Recent Income Tax and Regulatory updates and rulings 
CA. H Vishnumurthi (Confirmation awaited)

Branch Premises  
6.00 pm to 8.00 pm 2 hrs

06.02.2019
Wednesday

Compromises Arrangement & Amalgamation under Sec. 230 to 
240 of Companies Act 2013
Speaker to be finalized

Branch Premises
6.00 pm to 8.00 pm 2 hrs

13.02.2019
Wednesday

DTAA – Article 7 Major issues and Recent Judicial 
pronouncements
Speaker to be finalized

Branch Premises
6.00 pm to 8.00 pm 2 hrs

EDITOR :  

CA. SHRAVAN GUDUTHUR

Advertisement 

Tariff for the 

Branch  

e-Newsletter

COLOUR FULL PAGE

Outside back 	 `	 40,000/-

Inside front 	 `	 35,000/-

Inside back 	 `	 30,000/-

INSIDE BLACK & WHITE

Full page	 `	 20,000/-

Half page	 `	 10,000/-

Quarter page	 `	 5,000/-

Advt. material should reach us before 22nd of previous month.

Disclaimer: The Bangalore Branch of ICAI is not in anyway responsible for the result of any action taken on the basis of the articles and advertisements 
published in the e-Newsletter. The views and opinions expressed or implied in the Branch e-Newsletter are those of the authors/guest editors and do not 
necessarily reflect that of Bangalore Branch of ICAI.
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NOTICE CALLING FOR SPECIAL GENERAL MEETING OF THE BRANCH
No. 01/2019                            				     Date: 02.01.2019

To, 

All members of Bangalore Branch of  Southern India Regional Council

Dear Member,

Sub: Notice for Special General Meeting of the members of its Branch

This is to inform you that the Special General Meeting of the members of the Bangalore Branch of the Southern India 
Regional Council will be held from 8.00 AM to 6.30 PM on 27.01.2019 (i.e., the Sunday)  in the premises of the Bangalore 
Branch of SIRC of ICAI , ICAI Bhawan, No.16/0, Millers Tank Bed Area, Vasanthnagar, Bengaluru-560052  for 
electing Seven members of its Managing Committee for the term 2019 to 2022.  The number of members to be 
elected shall be seven. The cut-off date to be reckoned for eligibility to vote and/or to stand for election to the Managing 
Committee of the Branch shall be immediately six months prior to the date of election. The important dates relating to 
the above elections are given below.

Those members, who are desirous of standing for said election may submit their nomination form duly filled in and 
signed by the Candidate and by the Proposer and Seconder (both of whom shall be entitled to vote in the said branch 
election) together with a (non-refundable) nomination fee of Rs. 25/- by way of Demand Draft/Pay Order/Cheque drawn 
in favour of the “Bangalore Branch of SIRC of ICAI” and payable at Bengaluru.   

The nomination form along with the annexures duly filled in should be submitted in a sealed cover addressed to  
CA. Cotha S Srinivas, the Returning Officer/Polling Officer at the above address of the Branch against an acknowledgement.  
The blank nomination form can be had from the said Returning Officer or from the undersigned or from the branch 
premises effective from 03.01.2019 till 6.00PM of 12.01.2019, i.e. the last date of receipt of nominations. The said 
nomination form is also available on the website of the Branch i.e. www.bangaloreicai.org

IMPORTANT DATES

1. Last Date of receipt of nominations 12.01.2019 before 6.00PM

2. Date of scrutiny of nominations 14.01.2019

3. Display of list of valid nominations on the Notice Board of the Branch 14.01.2019

4. Last date for withdrawal of nominations 16.01.2019 before 4.00PM

5. Display of final list of nominations (after withdrawals, if any) 16.01.2019 at 6.00PM

6. Date of Election (if the nominations exceed more than the number 
of vacancies)  

27.01.2019, Sunday
From 8.00AM to 6.30PM

7. Declaration of Result On or before 30.01.2019

The election shall be held under the Single Transferable System of Voting by E voting or paper based ballot paper.

It may please be noted that there is change in the manner of recording preferences on the ballot paper, and 
Members are advised to mark their preferences only in Arabic numerals i.e. 1,2,3,4 and so on. Other modes of recording 
preferences on ballot paper, such as, Roman Numerals or in words (like I,II,III or One, Two, Three) have been discontinued 
and will be rendered invalid.

Yours faithfully,

Sd/- 
Secretary of the Bangalore Branch of SIRC of ICAI



FORM OF NOMINATION
FORM OF NOMINATION OF A CANDIDATE FOR ELECTION TO THE  

MANAGING COMMITTEE OF BANGALORE BRANCH OF 
SOUTHERN INDIA REGIONAL COUNCIL  

FOR THE TERM 2019 to 2022

We, the undersigned Members of the Institute of Chartered Accountants of India, belonging to the Bangalore 

Branch of Southern India Regional Council,  not being in arrears on this day in respect of Annual Membership Fee for 

the current year and also being qualified to vote in the election of members to the Managing Committee of the said 

Branch for the term 2019-22, do hereby nominate ________________________________________________________ _________ , who is a Member of 

the Institute belonging to the said Branch and is also eligible to vote in the said election, as a candidate for the election 

to the members of the Managing Committee to be held on 27.01.2019.

(1)	 Signature of Proposer	 ________________________________________________________________________________________________ _________________________

	 Name in full	 ________________________________________________________________________________________________ _________________________

	 Membership Number	 ________________________________________________________________________________________________ _________________________

	 Professional Address	 ________________________________________________________________________________________________ _________________________

			  ________________________________________________________________________________________________ _________________________

			  ________________________________________________________________________________________________ _________________________

		  Dated this  ___________________ ___________________  day of ___________________ ___________________ 2019.

(2)	 Signature of Seconder	 ________________________________________________________________________________________________ _________________________

	 Name in full	 ________________________________________________________________________________________________ _________________________

	 Membership Number	 ________________________________________________________________________________________________ _________________________

	 Professional Address	 ________________________________________________________________________________________________ _________________________

			  ________________________________________________________________________________________________ _________________________

			  ________________________________________________________________________________________________ _________________________

		  Dated this  ___________________ ___________________  day of ___________________ ___________________ 2019.



I, ___________________________________________________________________________________________ , being a Member of the Institute belonging  

to the Bangalore Branch not being in arrears on this day in respect of Annual Membership Fee for the current 

year and also being qualified to vote in the election of members to the Managing Committee of the said Branch 

for the term 2019 to 2022, agree to stand for the election to the said Managing Committee of the Branch to be  

held on 27.01.2019.

I declare that-

1.	 I have not served the Managing Committee of the Branch for three consecutive terms.   

2.	 I have not been elected as Chairman of any Branch of the Institute. 

3.	 I have not been appointed as Auditor (Statutory or Internal) of the Branch for the year 2018-19.

 I undertake that if elected, I will serve the Managing Committee of Bangalore Branch for full term of three years.

I agree to abide by the provisions of the Directions of the Central Council regarding Functions of the Branches of the 

Regional Councils, the Chartered Accountants Regulations, 1988 and the Chartered Accountants Act,1949.

I send herewith the fee for election of Rs. 25.00 (Rupees Twenty Five only) by Demand Draft/Pay Order/ Cheque  

No. _ ___________ _____________________    dated the ___________ _____________________     on ___________ _____________________     Bank drawn in favour of the 

Branch.

	 Signature of Candidate	 ________________________________________________________________________________________________ _________________________

	 Name in full	 ________________________________________________________________________________________________ _________________________

	 Membership Number	 ________________________________________________________________________________________________ _________________________

	 Professional Address	 ________________________________________________________________________________________________ _________________________

			  ________________________________________________________________________________________________ _________________________

			  ________________________________________________________________________________________________ _________________________

		  Dated this  ___________________ ___________________  day of ___________________ ___________________ 2019.
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One day Seminar on Real Estate GST, 
Estate Planning and Retirement Planning

Organised by Bangalore Branch of SIRC of  

The Institute of Chartered Accountants of India

On Saturday, 5th January 2019 

Venue: Vasanthnagar Branch Premises 

Time: 9.30 am to 5.30 pm

Timings Topics Speakers

9 .00 am to 9.30 am Registration  

9.30 am to 11.00 am Real Estate: Buying and Selling – Property 
Development  in Bangalore – Documentation – Model 
Documents 

Mr. Rajendra Deshpande

Mortgage Banker

11.00 am to 11.30 am Tea Break  

11.30 am to 1.00 pm Estate Planning – The Right Approach

Protecting, Preserving and Passing on Assets – 
Inheritance Laws

Mr. A Suresh, CTEPTM

1.00 pm to 2.00 pm Lunch Break  

2.00 pm to 3.30 pm Retirement Planning – The Way Ahead  Mr. B Srinivasan, CFPCM

3.30 pm to 4.00 pm Tea break  

4.00 pm to 5.30 pm Issues related to GST – Real Estate  CA. Chandrashekar B.D 

CA. Shravan Guduthur  
Chairman      

Bangalore Branch of SIRC of ICAI

   
Secretary                                                        

Bangalore Branch of SIRC of ICAI     

6 hrs
CPE

Online Registration open

DELEGATE FEES:

RS. 750/- INCLUSIVE OF GST FOR MEMBERS 

Mode of Payment: Online/Cash/Cheque/DD in favour of  

“Bangalore Branch of SIRC of ICAI”, payable at Bengaluru

For Registration, Please contact:  

Ms. Geetanjali D., Tel: 080 - 3056 3513 / 3500 

Email : blrregistrations@icai.org  |  Website : www.bangaloreicai.org
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One Day Seminar on 
Pharma Industry

Organised by Bangalore Branch of SIRC of  

The Institute of Chartered Accountants of India

On Tuesday, 8th January 2019 

Venue: Vasanthnagar Branch Premises 

Time: 9.30 am to 5.30 pm

Timings Topics Speakers

9.00 am – 9.30 am Registration

9.30 am – 11.00 am Accounting & IND AS CA. Anjani Khetan

11.00 am – 11.30 am Tea Break

11.30 am – 1.00 pm Direct Tax & Transfer Pricing CA. Ganesh Krishnamurthy
CA. Pratik Maheshwari
                 & 
CA. Hardik Lakhani

1.00 pm – 2.00 pm LUNCH

2.00 pm – 3.30 pm GST Issues CA. Jatin Christopher

3.30 pm – 4.00 pm Tea Break

4.00 pm – 5.30 pm Pharma Industry- A capital market perspective CA. Shubha Ganesh

CA. Shravan Guduthur  
Chairman      

Bangalore Branch of SIRC of ICAI

   
Secretary                                                        

Bangalore Branch of SIRC of ICAI     

6 hrs
CPE

Online Registration open

DELEGATE FEES:

RS. 750/- INCLUSIVE OF GST FOR MEMBERS 

RS. 2,000/- INCLUSIVE OF GST FOR NON MEMBERS

Mode of Payment: Online/Cash/Cheque/DD in favour of  

“Bangalore Branch of SIRC of ICAI”, payable at Bengaluru

For Registration, Please contact:  

Ms. Geetanjali D., Tel: 080 - 3056 3513 / 3500 

Email : blrregistrations@icai.org  |  Website : www.bangaloreicai.org
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One Day Seminar on 
Auditing Standards 

Organised by Bangalore Branch of SIRC of  
The Institute of Chartered Accountants of India

On Saturday, 12th January 2019 
Venue: Vasanthnagar Branch Premises 

Time: 9.30 am to 5.30 pm

Timings Topics Speakers

9.00 am – 9.30 am Registration

9.30 am – 11.00 am Risk Assessment and  Internal control procedures in 
Audit of SMEs – Covering SA 315, 330, 450, 402 , 265

CA. S. Sundaresan

11.00 am – 11.30 am Tea Break

11.30 am – 1.30 pm Special focus on Fraud reporting and increasing 
challenges related to Audit evidence and 
documentation - Covering SA 230, 240, 500, 530, 
540, 600, 610, 620

CA. Shyam Ramadhyani

1.30 pm – 2.30 pm LUNCH

2.30 pm – 4.00 pm New Audit reports formats and Increasing 
responsibilities of Auditor – Covering SA 700, 701, 
705,706, 710,720 and 570, 260

CA. Amit Somani
              &
CA. Ankit Daga4.00 pm – 4.30 pm Tea Break

4.30 pm – 6.00 pm Continuation of 3rd Session

CA. Shravan Guduthur  
Chairman      

Bangalore Branch of SIRC of ICAI

   
Secretary                                                        

Bangalore Branch of SIRC of ICAI     

6 hrs
CPE

Online Registration open

DELEGATE FEES:

RS. 750/- INCLUSIVE OF GST FOR MEMBERS 

RS. 2,000/- INCLUSIVE OF GST FOR NON MEMBERS

Mode of Payment: Online/Cash/Cheque/DD in favour of “Bangalore Branch of SIRC of ICAI”, payable at Bengaluru

For Registration, Please contact:  

Ms. Geetanjali D., Tel: 080 - 3056 3513 / 3500 

Email : blrregistrations@icai.org  |  Website : www.bangaloreicai.org
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One Day Seminar on E-commerce Industry
Organised by Bangalore Branch of SIRC of  

The Institute of Chartered Accountants of India

On Saturday, 19th January 2019 
Venue: Vasanthnagar Branch Premises 

Time: 9.30 am to 5.45 pm

Timings Topics Speakers

9.00 am – 9.30 am Registration

9.30 am – 11.00 am Introduction to E-commerce – Recent developments 
from FEMA and FDI perspective 
- Summary of the key tax issues relevant to the 
E-commerce sector

CA. Vivek Mallya

11.00 am – 11.15 am Tea Break

11.15 am – 12.30 pm Transfer Pricing – Global transparency and India 
impact – review of existing business models - APA

CA. A. Pradeep

12.30 pm – 2.00 pm GST Issues relevant for the E-commerce sector CA. Sandesh S Kutnikar

2.00 pm – 2.30 pm LUNCH

2.30 pm – 4.00 pm Discussion on recent updates under the OECD 
2017 and MLI

CA. Narendra Jain

4.00 pm – 4.15 pm Tea Break

4.15 pm – 5.45 pm Overview of the various structure – Discussion on 
related direct tax issues specific to the structures

CA. Vishnu Bagri

CA. Shravan Guduthur  
Chairman      

Bangalore Branch of SIRC of ICAI

   
Secretary                                                        

Bangalore Branch of SIRC of ICAI     

6 hrs
CPE

Online Registration open

DELEGATE FEES:

RS. 750/- INCLUSIVE OF GST FOR MEMBERS 

RS. 2,000/- INCLUSIVE OF GST FOR NON MEMBERS

Mode of Payment: Online/Cash/Cheque/DD in favour of  

“Bangalore Branch of SIRC of ICAI”, payable at Bengaluru

For Registration, Please contact:  

Ms. Geetanjali D., Tel: 080 - 3056 3513 / 3500 

Email : blrregistrations@icai.org  |  Website : www.bangaloreicai.org







14
January

2019
Visit our website: bangaloreicai.org for Online Registration

RECENT UPDATES IN GST BY WAY OF CIRCULAR 

CA G Praveenkumar

1)	 Circular 82/01/2019 – GST 

dtd:01.01.2019

Issue: Applicability of GST on various 

programmes conducted by IIM’s

Background: can IIM’s be considered for 

fitting into the Entry No.66 of Notification 

12/2017 CTR dtd:28.06.2017 as 

referred to “Educational Institution” or 

specific entry 67 where only specified 

courses conducted by IIM are covered in 

the backdrop of IIM Act, 2018 which is 

effective from 31st January 2018. Also, 

clarity has been sought with respect 

to the short-term course conducted by 

IIM’s where a mere participant certificate 

is issued and No Degree is awarded to 

the students

Conclusion: All the Education 

programs duly covered under Entry 

67 of of Notification 12/2017 CTR 

dtd:28.06.2017 has not ambiguity in 

its implication. Since IIM Act, 2018 has 

been enacted since 31st January 2018 all 

the regular courses long term organised 

shall fall into the ambit of Entry 66 

read as “Educational Institution” and 

accordingly Notification No.28/2018 

CTR dtd:31.12.2019 has been issued to 

make the entry 67 redundant. Further, 

it is clarified that short term courses 

conducted by IIM which don’t award 

any degree recognised by any law shall 

be subjected GST @18%

2)	 Circular 84/03/2019 – GST 

dtd:01.01.2019

Issue: Classification of Service of Printing 

of Pictures covered under 998386

Background: service of “printing 

of pictures” correctly covered under 

service code 998386 - “Photographic 

and videographic processing services” 

is being classified by trade under 

service code 998912 - “Printing and 

reproduction services of recorded 

media, on a fee or contract basis”. The 

two service codes attract different GST 

rate of 18% and 12% respectively and 

therefore wrong classification may lead 

to short payment of GST.

Conclusion: According to Explanatory 

Notes to the scheme of classification 

of services, the service code “998386 

Photographic and videographic 

processing services, includes, - 

developing of negatives and the 

printing of pictures for others according 

to customer specifications such as 

enlargement of negatives or slides, 

black and white processing; colour 

printing of images from film or digital 

media; slide and negative duplicates, 

reprints, etc.; developing of film for both 

amateur photographers and commercial 

clients; preparing of photographic 

slides; copying of films; converting of 

photographs and films to other media”

Further, according to explanatory notes, 

the service code 998912 “Printing 

and reproduction services of recorded 

media, on a fee or contract basis” clearly 

excludes, - -colour printing of images 

from film or digital media, cf. 998386, 

-audio and video production services, cf. 

999613”

Accordingly, it is clarified that service 

of “printing of pictures” falls under 

service code “998386: Photographic 

and videographic processing services” 

and not under “998912: Printing and 

reproduction services of recorded media, 

on a fee or contract basis” of the scheme 

of classification of service annexed 

to notification No. 11/2017-Central 

Tax(Rate) dated 28.06.2018

3)	 Circular 85/04/2019 – GST 

dtd:01.01.2019

Issue: Supply of Food and beverage 

services by Educational Institution – 

Taxable or Exempt

Background: Notification 11/2017 CTR 

dtd:28.06.2017 has Explanation 1 at 

Entry 7(i) which refers to Taxability of 

Supply of Food or any other article for 

human consumption. While doing so 

an Explanation has been inserted which 

clarified the levy as “cafeteria or dining 

space of an institution such as a school, 

college ..”. The above explanation has 

been inserted in the principle Notification 

by way of Notification No.13/2018 CTR 

dtd:26.07.2018

Simultaneously there exists an 

exemption to the services provided by 

an educational institution in Notification 

No.12/2017 CTR dtd:28.06.2017 at 

Entry No.66. 

There has been a dichotomy for 

the above insertion of Explanation 

by way of Notification No.13/2018 

CTR dtd:26.07.2018 whether GST 

is applicable on the Supply of Food 
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and beverage services made by an 

Educational Institution to its students, 

staff and faculty attracts GST or 

still continues to be exempted. This 

confusion has arouse since the 

Notification 12/2017 had a reference to 

Heading: 9992 whereas supply of food 

is covered under 9963

Conclusion: The Circular explicitly 

interpreted both the Levy and 

Exemption and confirmed that since a 

supply is eligible for exemption under 

an entry of the said notification where 

the description given in column (3) of 

the table leaves no room for any doubt. 

Accordingly, it is clarified that supply of 

food and beverages by an educational 

institution to its students, faculty and 

staff, where such supply is made by the 

educational institution itself, is exempt 

under Notification No. 12/2017-Central 

Tax (Rate) dated 28.06.2017, vide Sl. 

No. 66 w.e.f. 01-07-2017 itself

Accordingly, Explanation 1 to Entry 7(i) 

of Notification No. 11/2017-Central 

Tax (Rate) dated 28.06.2017 has 

been amended vide Notification No. 

27/2018-Central Tax (Rate) dated 

31.12.2018 to omit from it the words 

“school, college”. Further, heading 

9963 has been added in Column (2) 

against entry at Sl. No. 66 of Notification 

No. 12/2017-Central Tax (Rate) dated 

28.06.2017, vide Notification No. 

28/2018-Central Tax (Rate) dated 

31.12.2018

4)	 Circular 87/06/2019 – GST 

dtd:02.01.2019

Issue: Clarification regarding Section 

140(1) of CGST Amendment Act, 2018 

whether “eligible duties” includes 

Service Tax or not

Background:  The CENVAT credit of 

service tax paid under section 66B of 

the Finance Act, 1994 was available 

as transitional credit under section 

140(1) of the CGST Act, 2017. Due to 

insertion of the term “Eligible Duties” 

in Section 140(1) in the Amendment 

Act, 2018 a doubt has been arouse 

whether Explanation 1 shall alone 

prevail specifically or Service Tax covered 

in Explanation 2 (viii) also is covered for 

the ambit of Section 140(1) duly after 

the amendment

Conclusion:

Thus, expression "eligible duties” in 

section 140(1) which are allowed to be 

transitioned would cover within its fold 

the duties which are listed as "eligible 

duties” at sl. no. (i) to (vii) of explanation 

1, and “eligible duties and taxes” at sl. 

no. (i) to (viii) of explanation 2 to section 

140, since the expression “eligible duties 

and taxes” has not been used elsewhere 

in the Act. 

The intention behind the amendment of 

section 140(1) to include the expression 

"eligible duties” has 

been indicated in the 

“Rationale/ Remarks” 

column (at Sl. No. 37) of 

the draft proposals for 

amending the GST law 

which was uploaded in 

the public domain for 

comments. It is clear 

that the transition of 

credit of taxes paid 

under section 66B of 

the Finance Act, 1994 

was never intended to 

be disallowed under 

section 140(1) and 

therefore no such 

remark was present 

in the document. 

Under tax statutes, the 

word “duties" is used 

interchangeably with 

the word “taxes” and 

in the present context, the two words 

should not be read in a disharmonious 

manner

Further, it has been decided not to 

notify the clause (i) of sub-section (b) of 

section 28 and clause (i) of sub-section 

(c) of section 28 of CGST (Amendment) 

Act, 2018 which link Explanation 1 and 

Explanation 2 of section 140 to section 

140(1). This would ensure that the credit 

allowed to be transitioned under section 

140(1) is not linked to credit of goods 

in stock, as provided under Explanation 

1, and credit of goods and services in 

transit, as provided under Explanation 2

Disclaimer: The opinion & interpretation 

drawn above by is purely on the basis of 

understanding & interpretation drawn 

by the author. User is directed to read the 

statutory provision for having a better 

clarity on the Interpretation aspects. 

For further clarifications/ suggestions, 

please reach on praveen@gella.in 

A
dv

t.



16
January

2019
Visit our website: bangaloreicai.org for Online Registration

India currently has over 85 Double 

Taxation Avoidance Agreements 

(DTAAs) in force with countries across 

the globe. DTAAs provide fundamental 

guidelines for taxation of income 

flowing from one country to another 

and lay down principles of taxation 

based on internationally accepted 

methods. DTAAs are also beneficial to 

the Governments of both the countries 

in exchange of information important to 

administer and enforce domestic laws.	

There is a mutual recognition of the 

business potential between India and 

Hong Kong and a need to ensure 

fair and just taxation of transactions 

between the two countries. 

30 November 2018 marked the 

day when the DTAA between the 

Government of India and the Hong 

Kong Special Administrative Region of 

People’s Republic of China came into 

force. The DTAA was signed on 18 

March 2018 and will become effective 

for tax years beginning on or after 1 

April 2019.

Key Highlights	
Some of the key Articles of a DTAA that 

are usually analyzed by taxpayers of two 

countries have been discussed herewith.

Applicability

The provisions of this DTAA are 

applicable to all persons resident in 

either of the two countries. Unlike 

many other DTAAs signed by India, the 

India - Hong Kong DTAA recognizes 

pass-through vehicles such as limited 

partnerships and trusts, which may aid 

KEY HIGHLIGHTS OF THE NEW INDIA-
HONG KONG TAX TREATY
By Priya Narayanan and Arshita Khetan

inflow of investments from funds and 

other investors in Hong Kong, exploring 

investment opportunities in India.

Article 4 – Dual Residency 

For individuals that are resident in both 

the countries, residency status shall be 

determined based on the permanent 

home of the individual, center of vital 

interests, habitual abode and nationality. 

Residency status of a person other than 

an individual will be determined by the 

mutual agreement procedure (MAP), 

based on factors such as its place of 

effective management (POEM), place of 

incorporation or constitution and other 

relevant factors. 

In the absence of the MAP, dual 

residents are not entitled to any relief 

or exemption from tax under the 

DTAA, except as may be agreed by the 

competent authorities.

Article 5 – Permanent Establishment (PE)

The DTAA covers various forms of PE 

such as:

•	 Fixed Place PE – As provided in 

most other DTAAs, a fixed place 

PE includes place of management, 

branch, office, factory, workshop, 

sales outlet, warehouse, etc.

•	 Construction PE – Where a building 

site, construction, assembly, 

installation project or supervisory 

activities are carried on for more than 

6 months

•	 Service PE – When services, including 

consultancy services, are provided for 

the same or a connected project for 

a total period of more than 183 days 

within any 12-month period

•	 Agency PE – Habitually exercising 

the authority to conclude contracts 

(except preparatory or auxiliary 

activities), habitually maintains a 

stock of goods from which goods 

are regularly delivered or habitually 

secures orders. Agency PE shall not 

be constituted where business is 

carried on by an independent broker 

/ commission agent in the normal 

course of business.

Currently, the domestic tax laws of India 

have a very wide base for creating a 

taxable presence in India. Wherever a 

“business connection” is established 

in India it is considered as a taxable 

presence in India and leads to taxation 

under the domestic tax laws. In the 

absence of a DTAA, there were multiple 

instances where a taxable presence was 

created in India. 

Tax officers in India have often regarded 

liaison offices of Hong Kong companies 

in India as a business connection even 

when no business activities were carried 

out through such liaison offices and 

have taxed income attributable to such 

offices. Although the higher appellate 

authorities and courts have held the 

matter in favor of the taxpayer, litigation 

was inevitable1. 

The domestic tax laws on India 

specifically exempt formation of 

1(2015) 58 taxmann.com 133, (2010) 42 SOT 
359, (2018) 94 taxmann.com 353
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business connection where a foreign 
enterprise has operations in India which 
are confined to purchase of goods for 
the purpose of export. However, tax 
officers often regard the same as a 
business connection and tax income 
attributable to such operations. 

With the DTAA coming into effect with a 
narrower PE threshold, it should provide 
relief to Hong Kong based enterprises 
transacting with India. The PE criteria 
under the DTAA is better defined and 
provides higher certainty on whether a 
taxable presence would be created in 
India.

Further, Article 7 of the DTAA (Business 
Income) provides an additional comfort 
wherein it is provided that no profit shall 
be attributed to a PE for mere purchase 
of goods or merchandise.

Article 7 - Business income 

Source taxation of business profits to the 
extent attributable to a PE in the source 
country. The DTAA does not provide for 
a force of attraction rule and there is no 
restriction on deductibility of expenses 
payable to a head office.

Taxation of Passive Streams of Income

•	 Article 10 – Dividend Income

	 Dividend is taxable in the country 
of residence but shall be also be 
taxable in the source country at the 
rate of 5% on gross basis where the 
beneficial owner is a resident of the 
other country

•	 Article 11 – Interest Income

	 Interest taxation is similar to dividend 
income but at a higher rate of 10% 
on gross basis. Certain exemptions 
are provided for interest received 
from specified persons such as 
the Government and political sub-
divisions

•	 Article 12 – Royalty

	 Royalty shall be taxable at the rate of 
10% on gross basis. Royalty is defined 

as payments of any kind received 
as a consideration for the use of, or 
the right to use, any copyright of a 
literary, artistic, or scientific work, 
including cinematograph films or 
work on film, tape used for radio or 
television broadcasting, patent, trade 
mark, design or model, plan, secret 
formula or process, or for information 
concerning industrial, commercial or 
scientific experience.

•	 Article 13 – Fees for Technical Services 
(FTS)

	 DTAAs signed by India usually have a 
single Article for taxability of royalty 
and FTS. However, the India – Hong 
Kong DTAA has separate Articles for 
royalty and FTS. 

	 FTS shall also be taxable at the rate 
of 10%. FTS means consideration for 
managerial, consultancy or technical 
services but does not include payment 
for independent personal services 
or dependent personal services. As 
against many other DTAAs, the India 
– Hong Kong DTAA does not provide 
for a “make available” clause in the 
definition of FTS, thereby widening 
the scope of taxability.

However, if any of the streams of income 
is effectively connected to a PE in the 
source country, Article 7 will govern the 
taxation on the net basis.

The Indian tax authorities have brought 
to tax various payments made to 
residents of Hong Kong under the wide 
source rule taxation provisions of the 
India domestic tax laws. Indian payers 
have been withholding taxes at rates 
up to 40% on payments made to Hong 
Kong residents resulting in higher cost 
and tax outflow. The DTAA will now 
provide certainty on scope of taxation on 
various payments which is largely based 
on internationally accepted principles.

Article 10 – Capital Gains

Capital gains from alienation of 

immovable property or shares of a 
company which derives more than 50% 
of its asset value directly or indirectly 
from immovable property will be taxed 
in the country where the immovable 
property is situated.

Capital gains from sale of other shares 
shall be taxed in the country of residence 
of the country and capital gains on 
alienation of any other property shall be 
taxable as per the domestic laws of each 
country.

Article 22 – Other Income 

Any other income arising in one country 
shall be taxable in such country itself. 
The primary right of taxation is with the 
country of residence but may be taxed 
in the source country too.

Article 23 – Elimination of Double 
Taxation 

Foreign tax credit shall be allowed in 
one country for taxes paid in the other 
country.

Article 28 – Miscellaneous Rules

In light of the Actions Plans provided 
by OECD for Base Erosion and Profit 
Shifting, the India – Hong Kong DTAA 
includes a Limitation of Benefit clause 
which states that the DTAA will not 
prevent a country from the application 
of its domestic law and measures 
concerning tax avoidance or evasion. 

Benefits under the DTAA will not be 
granted if the main purpose or one of 
the main purposes of any persons is non-
taxation or reduced taxation through tax 
evasion or avoidance, including through 
treaty-shopping arrangements.

Cases of legal entities not carrying out 
bona fide business activities shall also be 
covered under this Article.

Conclusion

The India – Hong Kong DTAA is a 
welcome move to taxpayers located in 
both the countries and aids in further 
inbound investments in India.



18
January

2019
Visit our website: bangaloreicai.org for Online Registration

LIST OF HOLIDAYS FOR THE YEAR - 2019

SL.
No PARTICULARS DATE AND 

MONTH DAY

1 MAKARA SANKRANTI JANUARY, 15 TUESDAY

2 REPUBLIC DAY JANUARY, 26 SATURDAY

3 MAHA SHIVARATHRI MARCH, 04 MONDAY

4 CHANDRAMANA UGADI APRIL, 06 SATURDAY

5 MAY DAY MAY, 1 WEDNESDAY

6 RAMZAN JUNE, 05 WEDNESDAY

7 INDEPENDENCE DAY AUGUST, 15 THURSDAY

8 GANESHA CHATHURTHI SEPTEMBER, 02 MONDAY

9 MAHALAYA AMAVASYA SEPTEMBER, 28 SATURDAY

10 GANDHI JAYANTI OCTOBER, 02 WEDNESDAY

11 VIJAYA DASHAMI OCTOBER, 08 TUESDAY

12 DEEPAVALI / BALIPADYAMI OCTOBER, 29 TUESDAY

13 KANNADA RAJYOTSAVA NOVEMBER, 01 FRIDAY

14 CHRISTMAS DECEMBER, 25 WEDNESDAY








