AMENDMENTS TO FINANCE BILL

Cryptocurrency losses can’t be set oft

New Delhi, March 24

THE GOVERNMENTWILL darifythat
losses fromthetransfer of avirtual dig-
ital asset {VDA), mcluding cryptocur-
rency,won't be allowed to be set aff
against the gaing arising from the
transferafanother VDA Alo s setto
giveawindowtorfirmsand otherbus-
nessesioescapea 500 penaltyon the
excess tax payable it they had wrong-
fully claimed health and education
cesses as business expenditure in the
past.They canvoluntasily declare such
classification and avoid the penalty.
These amendments are learni Lo
hawve been ncluded in the Finance Bill
2022 The anvnded Bill will likely be

® FY 23 Budget proposed
to tax any income from
the transfer afvirtual
digital assets at 30%

m But only ifthey had
wrangfully claimed health
and education cesses as
business spend in past

m Amended Finance Bill to
lkely be tabled today

m Govt to give a window for companies
and other businesses to escapea 50%
penalty on the excess tax payable

i

tabled in Parliament on Fraday,

Asthe Budget for Y23 proposed to
tax any income from the transfer of
virtual digital assets at 30, it also
stated the loss from the sale of these
assets cannot be set off against any
other inoowme, However, some seclions
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pfthe crypto trade tended to believe
that the gains from acrypto transac-
tion could be offset by losses from
another such transaction, but not
agaimst anyother losses,
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applicable laws, Including any
pricing puidelines.
“Tivescosobjoctive secking
to convené the EGM was to
reconstitute the board, which
would mostly be achieved fol-
lowing the Zee-SPNL merger.
Further,dueto the geopolitical
sluations most cmerging mar-
ket funds have been impacted,
Invesco may have been
affected, though I don't have
the specifics. But if so, this

derrvatives. On the other hand,
institutional players like Alter-
native Imvestment Funds {A1Fs),
and martual fundsare currently
allowed to participate in the
commodity markets.

Sebi further stated that each
option expiry should have mini-

muntbres strikes — oneeach for |

In the Money (1TM), Outofthe
Maoey [OT M), andAt the Money
[M‘I:E Furthermore, the size of
the contractshowdbe atleast 35
lakh at the time of introduction
inthe market, the circular said,
Trading hours of the options on
the commaodity indices will be
similar to trading hours of the
constituent futures of underly-
ingindex, and the expirydate can
be sethytheexchanges, Sebisaid,

Amended
Finance Bill:

Crypto losses
can'’t be set off

Ministerofstate for finance |

mught, h.\-part,ajsn explain its
decision,” Amit Tandon,
inunderand MDat prosyadyi-
sory frm Institutional Irmestor
Advisory Services India (TIAS),
said Incidentally, [IAS had also
raized serious corporate gover-
nance concerns at Zee, “The
EGMdemandisinfructuonsas
therea would be a new hoard,
with representations from
Invesco, once the merger is
approved,” an analyst said.

Pankaj Chaudhary told Pariia-
mentrecenthy the government
willcome out with a cleardefi-
nition of VDA for tax purpose.
He added that infrastructure
cost incurred in the mining of

VDAs induding eryplocurten-

cigs, will not be allowed as

The Finance Bill 2022 as
tabled in the House on the
Budget day, had proposed a
retrospective disallowance of
deduction for surchargeorcess
under Section 40{a)ii} with
effect from assessment year
2005-06, "The new amend
ment providesan opportunity
to taxpayers to seck non-levy
of any penalty by making a
claim to the assessing officer
requesting for recomputation
of total incomewithout allove-
ing surcharge or cess as an
expenditure. The form and
timeline for making such a
claim will be prescribed in due
course of time,” said Sandeep

Jhunjhunwala,partner, Nangia

Andersen LLE Health andedu-
catlon coess 15 levied at the @

of 4% on Income taxes.,

Kapadiasaidthe numberof com-
panies who could have climed
thecessandsurcharge asbusines
expenditure won't bevery large.
Inthe provision that stated that
noset-offofloss from transfer of
the VDA shallbe allowed against
incame computed under anmy
‘other’ provisionof I-T Act tothe
assesses, the word ‘other’ has
been dropped to remove any
ambiguity and litigation. *Disal-
lowance of trading loss in VDAs
seems to be unnecessarily bur-
densome. The logic sa bit diffi-
culttoundestand This provision
may be to dissuade people from
entering this business rather
than raise revenues for the gov-
|hunjhunwala added that
the proposed amendment on
taxation of VDS could possibly
lead to transactions in VDA De-
ing subfect o TDS or TCS under
provisions other than Section
1945 and Section 194-0, the-
rebyleading to double taxation.
Chaudhary told Parliament
recently the government will
come out with a definition of
VDA for tax purpose. He added
that infrastructure  cost
incurredin the mining of virtual
digital aszets including cryp-
tocurrencies will ot be allowed
azdeduction bythe taxman.
The Budget also said a 1%
TDS(taxdeducted at sourcefwill
be applicable on payments made
on the transter of digital assets.
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FinMin proposestighter
crypto taxationregime

Part of 39 amendments proposed in the Finance Bill, 2022

feew Delhi, 2 March

The povernment on Thursday pon-
pieeed io tighten the norms for taxe:
tzon of cryptoowrrencies by dizalbrw-
ing set-odT of any losses with cains
from other virton] digitn] assets
ivDAs), This was part of the 3G
amendments progssed by the pov-
ernment io the Finance Bill. 2021
Finapoce  Minister HMirmaln
Sitharnman is expected o move an
pmendmeni om Preday, clanfving
that no tax deducticon or set off
wonld be available in placeof miming
cost of crypio as=ets and other VDAs
or losses {rom their transfer.
Besides, all “transfem”™ of VDAs ar
crypie asseis woold be covered

TIGHTENING THE SCREWS

bﬂﬁﬂﬁmﬂdmmﬁnﬂh .
e virtual degital assets |

ga s fram

VA transfers will be covered,
irrespective of whether they were

a capital asset ar not

FFinance Minister b Other |
Mirmala Sitharaman | like Eduation cess
isexpectediomove | and Customs Adt are
amendmenisioday | alolikelyio be tabled

under the proposed 30 per cent o
trrespective of whether they were &
capntal az=el or met. Also, only the
propossd rate of mx dedocted =t
spuree (TS would be ppplicable to
VA tramactons, and oot the e

under any ather provision.

The Unson Budget 2022-23 hod
proposed faxing crypio assets at the
rale of 30 per cent, effective from
April 1.
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renthy, at kesst 13- 16 advertine
their products. which is the
key source of reveoue.
Eardier, many had expressed
doubts whether such & dis-
ruptive e-commmercs moded
oould work for smnll scake
buzinesses. Mezssho's co-
founder and CEOQ Vidit
Aatrey [4=1"5 Buziness
Standard in an interview that
ithe pistfiorm is already avail-
alsle in Q8 pier cent of all pin
imalies. 16w focns, he said . s o
belowr Tier 1 companies anid
it is aiming to kit 100 million
monthly active osers o ik
platform by December

A sinking feniuwre is that
=50 per ceemt of Meesha's cus-
tomers are first time asers
online. The company has
expanded iy prosduct prafile
in the lost mine momths to
include sportwear, pet foods,
and procdocts for men and
more recemtly to makes an
FNATY Io-Zrocre ries.

FinMin...

It also proposed 1 per cent
TOS oqn payments fowards
virtual mmsets hayond 0000
im & vear omsd toxation of such
gifis in the hands of recips-
ends. The TS provision will
oomie 1o effect fmom Juby 1.
The Pinance Bl B expected
i be taken up in ithe Lok

Eahia for disma=iom and pas-
o S on Fraday.
The meaning of the=

“transfer” was unclear in the
Eill a5 the definition of the
ierm provided under Sectioan
2471 applied only in relation

The propowsd amend-
mient now secks bo clear the
ambiguuty by inserting a sub-
section which applied the
N47} deEnitson to the ans-
fer of WDAs, rmespecinee of
whether they are consirsesd
ps capitnl ausets ar not,

2 clarification by Pankaj
Chapdhary, miinisier of siate
for fimance, thoi lozs from
sale of oo crypin woidld nol
be set off apsimst the cain

the income from sach a

transfer, no deduction in
respeck of any expendibare
inther thon the cost of aoguE-

sition] or allowance =

The Frnance Bill had pro-
pescd (o Insert 3 new Saction
125AA in the Customs A
which siwted: "If a person
publishe=t any information

refating to the valoe or cias-
gification or guantity  of
goods entered for export
from India, or mpart into
India. or the details of the
exporber or imparier of sach
gocds under this Act, unless
reguired so 1o do under anoy
I for the time beine in
force. hee shall be punishohle
with imprisonment for a
tecm wiich may extond to six
masnths, or with fine which
may extend to P3O, or
with bath”™. The nimmendment
now seeks to remove the six-
manth impriscnment ond

SN penaliy:

Education cess
The Finance Bill, 202 kad
propossd o retrespectnee dis-
allowance of deduction for
surcharge or cess under
Section 4AMaMiil with effect
froom AN 200006, Doubts had
bsren radeed by taxpayers over
the potential impact on
pasl claims pmd risk of penal-
by on account of the smenad-
ment

An amendment has been
preoiporsed i the Finemce R,
2022 which has the effec of
providing that dedoction of
sirrcharpe or cest which hes
been claimed and allowed to
the taxpayer will be desmed
toi b under-separted income
and thus ke subgected to g M0
per cent penaliy,



Deduction claimed for cess, surcharg

cto

be treated as ‘under-reported’ income
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The proposed amendments include clarifications to proposals
including those on disallowance of cess.

MINT

Centre proposes
39 amendments
to Finance Bill

NEW DELHI: The government
has proposed as many as 39
amendments to Finance Bill
2022, clarifying the legislative
proposals regarding tax laws,
which will be taken up when the
Bill will be moved for passage in
the House.

The proposed amendments
include clarifications to propos-
als including those on disallow-
ance of cess and surcharge as
deductions and on virtual digital
assets. Mint has seen a copy of
the amendment proposals which
has been circulated among Par-
liamentarians and is expected to
be considered along with the
Finance Bill for passage.

Lok Sabha schedule showed
that business that could not be
taken up on Thursday will be
considered on Friday. Lok Sabha
on Thursday passed the Appro-
priation Bill, 2022 authorising

overnment spending for the
mancial year starting April.

Experts said that a clarifica-
tion on disallowance of cess and
surcharge as a deduction is a
welcome one and will help in

reducing litigation. In the
Finance Bill, the government
had sought to correct what it
regarded as an anomaly arising
from some court rulings over the
years which allowed tax payers
to claim cess payments as an
expenditure, This correction was
done with retrospective effect,
which caused concern among
businesses as the proposal
entailed a penalty of 50% of the
amountof tax saved by claiming
deduction of cess.

“If a tax payer, based on
revised computation, pays the
tax and interest due, then there
will not be any penalty. Thisisa
welcome clarification as the ear-
lier proposal would have other-
wise gone into litigation. The
change removes this uncertainty
and clarifies that there is no pen-
alty if the tax payer makes good
the tax payment,” explained
Sudhir Kapadia, National Tax

1eader FY

Sandeep Jhunjhjnwala, part-
ner at Nangia Andersen LLP, a
consultancy, explained that
Finance Bill 2022 had proposed a
retrospective disallowance of
deduction for surcharge or cess
with effect from 2005-06.




