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Lok Sabha passes finance Bill,
offers relief to foreign e-tailers

Offshore e-commerce platforms no longer have to pay 2% equalization levy on goods sourced from India
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Equalisation
levy relaxed

OUR SPECIAL CORRESPONDENT

New Delhi: The Finance Bill 2021 was passed in the Lok Sabha
on Tuesday after the government conceded major changes in
the equalisation levy on e-commerce firms and raised the tax-
frree threshold on provident fund contributions by employees.

The bill also grants a 10-year income tax break to the pro
posed development financial institution (DFI) and a five-year in
come tax exemption to private development finance institutions
licensed by the Reserve Bank of India.

During the debate in the lower House, finance minister Nir
mala Sitharaman said customs duties would be rationalised to
help domestic businesses, especially the MSME segment.

The bill said the 2 per cent equalisation levy on foreign-
owned e-commerce companies will not apply if the companies
have a permanent establishment in India. “Through the amend
ment I am moving today, I intend to clarify that equalisation
levy is not applicable on consideration for goods which are
owned by Indian residents,” Sitharaman said.

Rakesh Nangia, chairman of Nangia Andersen India, a con-
sultancy, said “if goods or services listed on a foreign market-
place are owned or provided by an Indianresident or Indian per
manent establishment of a foreign entity, it shall be out of the
purview of the levy.” The government on Tuesday also raised
the deposit threshold limit to Rs 5 lakh per annmum in provident
111111:1 for whichinterest would continueto be tax exempt, if there
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“The amendment shall impact only the government-sector
employees, who contribute to the Statutory Provident Fund/
General Provident Fund. Consequently, while private sector
employees earning interest on provident fund on annual contri-
bution exceeding Rs 2.5 lakh would be required to pay tax onin-
terest accruing on such excess contribution, for the government
sector employees, the monetary ceiling shall be Rs 51akh,” Neha
Malhotra, director, Nangia Andersen, said




LS clears Finance Bill
with 127 amendments

Asit Ranjan Mishra and
Gireesh Chandra Prasad
aribt, md liv ermemt . com

MEW DELHI: The Lok Sabha on
Tuesday passed the Finance Bill,
2021, with finance minister Nir-
mala Sitharaman introducing
fresh amendments giving relief
to foreign e-commerce firms.

The amendment means off-
shore e-commerce platforms
don’t have to pay 2% cqualiza-
tion levy. or digital service tax
on that portion of goods which
are sourced from India.

“Through the amendment |
am moving today, I intend to
clarify that equalization levy is
not applicable on consideration
for goods which are owned by
Indian residents,” Sitharaman
said during a day-long debate
on the bill.

The digital tax, rolled out on 1
April 2020, applies only to non-
resident companies with annual
revenues in excess of 22 crore,
and covers online sales of
and services to Indians,

Rakesh Nangia, chairman,
MNangia Andersen India, a con-
sultancy, said if goods or servi-
ces listed on a foreign market-
place are owned or provided by
an Indian resident or Indian
permanent establishment of a
foreign entity, it shall be out of
the purview of the levy.

Sitharaman said the govern-
ment is in favour of digital
transactions and is not trying to
undermine it

“Equalization levy is a tax
which has been impaosed to give
level-playing field between
Indian businesses who pay tax
in India and foreign e-com-
merce companies who do busi-
ness in India but don’t pay any
income tax here. We are only
trying through the equalization
[evy to treat everybody who is
operating in India equally. If the

Key changes

 The Finance Bill, which
gives effect to tax
proposals for FY22, was
passed with 127
amendments in the Lok
Sabha on Tuesday.

= It granted a 10-year income
tax break to the proposed
state-owned DFI

# A 5-year exemption to
private DFs licensed by
the RBI, which can be
extended by 5 years

foreign e-commerce companies
pay income tax here then the
equalization levy is not applica-
ble to them. Hence there is no
extra burden on any company,”
she added.

The equalization levy became
a contentious issue after the US
said it discriminated against US
firms, and could potentially
result in withdrawal of US trade
concessions or duties on Indian
EXports,

The US Trade Hepresenta-
tive's office in a report released
in January said that of the 119
companies that are likely liable
under the ax, 86, or 72%, were
US firms with an annual tax lia-
bility of over $30 million.

The Bill, which gives effect to
tax proposals for FY22, was
passed with 127 amendments.

It provided for a 10-year
income-tax exemption to the
Mational Bank for Financing
Infrastructure and Develop-
ment and a five-yvear tax exemp-
tion to private sector develop-
ment finance institutions,
which can be extended by
another five years.

It also imposed minimum
equity holding requirements on
ULIPs with high premiums, The

» Dffshore e-commerce
platforms don't have to
pay 2% equalisation levy,
or digital service tax
on goods which are
sourced from India

o LILIPs with annual
premiums aver ¥2.5 lakh
would need to meet
certain minimum equity
holding thresholds to be
treated on par with equity
mutual funds

original Finance Bill had stipu-
lated that ULIPs with annual
premiums over $2.5 lakh would
lose their tax exemnpt status on
maturity proceeds under Sec-
tion 10(10)(D) of the Income Tax
Act, 1961, and would be taxed on
par with equity mutual funds.

The amendment further layvs
down that such high premium
ULIPs would need to meet cer-
tain minimum equity holding
thresholds to be treated on par
with equity mutual funds when
it comes to capital gains tax.
These minimum thresholds
would have to be satisfied
throughout the term of the
insurance policy.

“Budget 2021 made ULIPs
with annual premiums over
2.5 taxable on par with equity
mutual funds. However the
amendment to the Finance Bill
further specifies that such
ULIPs need to either have G5%
of their assets in equity if they
are directly investing in stocks
or 90% of their assets in equity if
they are investing indirectly in
stocks through instruments like
ETFs (on par with Fund-of-
Funds),” said Gautam Nayak,
Partner, CNK and Associates
LLFE.



Finance Bill gives
relief ondigital
tax, PF threshold

Tax breaks for DFIs; way for LIC listing cleared

FHEIHI CHOOHAET, DILASHA SETH
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Parliament on Tuesday cleared
changes to the fimance Bill 2021, dou-
bling the minimum limit of
empiayee contrnbution to provident
fund to over €3 [akh for the purpose
of taxatson with some mders, poving
the way for the listing of Life
Insurance Corpomtion  (LICH
exemping Indian-owned asets sobd
on dizital platforms from aqunlom-
ticr lewy, and prving tax bolsdays for
the proposed development fmamee
institutsors {DFIsL

However. the employes poov-
slent fund {EFF) relaxation may
benefit only povemanent empboyees
wheo contribute 1o statubory prov-
edent fund and central provident
fund. some experts sud.

MNow, an caypiryee Setting inter-
est on his comtmibubion to the EPF or
similar funds of over £5 lakh a vear
will have 1o pay tax in case there is
no coatribution from the employer,
according 1o the amendments pro-
posed by Finamnos Minister Mirmala
Sitharaman and passed by the Lok
Sabha. The Ramva Sabha does nod
have power to make changes 1o the
Hill. In the Budzet presentad last
meonth, the finance minister hod
proposed o tax interest earmed on
EPFF cantributions of more than

25 hich annuoally. Tumn o Pege A b

KEY AMENDMENTS

= The limitof = any future WFOL-DF
turmover of any merger to be
assesses doubled exempt from
ko cver 110 crare capital gains tax
froem T5 crode in
finance Bill for the
purpose of

auditing accounts;
existing limit is
owver 1 crore

" PF depasit
threshold raised to
T5 lakh perannum
from T2.5 lakh for
which interest
would continue to
be tax exempt

‘lETSTATESEDHEAHI}
DISCUSS TAX ON FUEL
IN COUNCIL MEETING'

With the Opposttion raising concenn cwer high
taxes on petrod and diesel, Finance Minster
Memala Stharaman on Tuesday mvited states to
discuss the isswe in the next G5T Gouncil meeting.
=Marny of the states would be watching today's
discusseans, and the next G5T Coundil could begn
discusssares on the ssue. I'would be glad tobe
having this on the agenda and discuss /. | have
noissues. Letthe states come and disouss £, she
said in the Lok Sabha. IPED VAL (DVHASMANA




Finance Bill...

However, in the cazes where

ufion o provident fund to
B5.00.000 in the cases where
employers do not comtnbuie fo
the PF. said Gopal Bohem, pari-
ner WA Shah Associabes.

One of the major changes
indiuded the amendments to
the Life Inmuance Corporation
{L3C)H Act. It seeks bo amend LIC
Act, 1506, and brousht provi-
siors I aSrmment with Esting
and corporate  EOVErmERoE
norms under the Secaritses and
Exchunge Board of Endin (Sehil,
The Budset in Febmuary pro-
poeed 27 amencments tothe A
o bl Bl bt e Eestings of the
insurance behemoth on the
stock exchanges. Throwgh this
route, the povermiment may sell
shases o LIC.

The amendments proposed
o et mew sections in the LG

itcrs. It will also comstitute a
committee, whach shall be
headed by a judege of a high
oo, inoonscder repression on
reduction, and will submit its
sugsestions to the boand.
Further, no one other than the
cemrl povermment shall hold

for DFIs. The government-
owned DFT will be tax exempt
fora penod of Wryears, while pri-
vake [TFEs willl bve prven o breales.
o Frve years. However, ta bali-
dirys for peivate DFEs could be
extended for 10 vears, subject to
some conditions.

The amendments also
addreszed the concerms over the:
Dipgtal tax. aimed at foregen e
oommerce opembors, will not
e apply b0 poods or services
erwned and operated by Incdians
anu trarsscted cveran overses
e-commerce  platfoem. This
menns that if poods or services:
listed on a foregen marketplace
are owned or provided by an
Indsan resident or Indian pes-
manent establishment of a for-
egn entity, they shall be ot of
the purview of the 2 per cent
equalisation levy:
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LOK SABHA CLEARS FINANCE BILL
Goods owned by Indians not
to attract equalisation levy

Private DFIs to get tax

benefit for five years
OUR BUREAL
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Finance Mintster Niramla Sithara-

man on Tuesday proposed changes
in her Budget proposals, including
equalisation levy provisions and
tax benefits for prvate Develop-
ment Financial Institution (DA)
However, she made no changes to
the threshold for contributions to
the Employees Provident Fund
(EPF) for tax on interest, but sub-
scribers o Government Provident
Fund and other funds , where em-
ployers do not make any contribu-
tion, wall have a higher
threshold.

With these changes, the
Lok Sabha approved the
Finance Bill. It will now go
to the Rajya Sabha and on
it returning the Bill, will
be sent to the President

for assent Then, the Bill wNirmala Sitharaman

becomes a law

Calculation of the levy
On the equalisation levy, the Minis-
ter said calculation of the levy will
not be applicable for goods owned
by Indians. Earlier, the Finance Bill
had proposed that ‘consideration
received or receivable’ shall in-
clude that received by ecommerce
operator. whether the operator
owns the goods or not and consid-
eration for provision of service, ir-
respective of whether the service is
provided or facilitated by the
operator

According 1o Rakesh Nangia
Chairman, Nangia Andersen |
it has now been clarified that such
consideration shall not include
consideration for sale of goods

owned by a person resident in In- [
dia or by a Permanent Establish-
ment of a foreign entity Similar
thas been proposed on
1on of services as well There-
fore, if goods or services listed on a
foreign marketplace are owned or
provided by an Indian resident or
Indian PE of a foreign entity, the
same shall be out of the purview of
the levy The small changes “amidst
high expectations is a little dis-
heartening for businesses owing o
the wider implications of the levy”
he said.

Higher EPFO subscription cap
On EPFO, Sitharaman admitted
that the £2.5-Jakh cap for
EPFO taxation intended
to cover a limited num-
ber of subscnbers. But
still it has been decided
to raise the limit to 5
lakh provided there is no
= contnbution by the em-
ployer. This means In-
terest earned on contn-
butions above %5 lakh will be
taxable.

However, there is no change in
the Budget announcement of re
stricting the tax exemption for the
interest income eamed on the em-

" contnbution to various
provident funds to €25 lakh annu-
ally This shall be applicable for con-
tributions made on or after April 1,
2021. For the proposed Develop-
ment Financial Institution, the gov-
ernment has provided tax benefits.
Accordingly, the institution owned
by the government wall get income
tax benefit for 10 years, However, il
the institution is set up by private
sector under licence from the RBI,
the income tax benefit will be for
five years.




