the entity to make accurate and informed
decisions.

4) Since hedge accounting lowers or removes
the volatility in the profit and loss statement,
compensation to the executives, which may
depend upon the performance of, say, the

part of the process right; without adequate
documentation for each hedging relationship,
companies may not be able to correctly apply
hedge accounting.
References

* Article from Wikipedia website

quarterly earnings, is not unduly affected. (en.wikipedia.org)

Cons in hedge accounting * Atrticle from Investopedia website
1) Hiring personnel with appropriate (www.investopedia.com)
accounting expertise may prove to be very * Article from Investinganswers website
challenging and time consuming. Further, such (investinganswers.com)
personnel may not be available in-house and as * Article from Kantox website
such, outsourcing the same may become very (www.kantox.com)

costly. * Article from Study website (study.com)
2) Compiling different sources of data for
effectiveness testing can be a challenge.
3) Creating and maintaining the
documentation required brings a significant
administrative burden. It is essential to get this
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ML ho DS 8 SERVICE TAX

The Authority for Advance Rulings (AAR) of Rajasthan has held that payments
made by a foreign company to reimburse the expenses of its liaison office in
India, will not be subject to GST.

A liaison office is required to be registered with RBI & is not permitted to carry on any

SHRUTHI RAMAN
Audit Manager

~N

commercial activities.
It acts as a communication channel between the parent company and Indian parties.

The entire expenses of the liaison office are met exclusively by the funds received from
parent company.

The AAR observed that liaison does not have any other source of income and it is solely
dependent on the head office for reimbursement of all expenses.

Therefore, the head office and the liaison cannot be treated as separate person thus there
cannot be flow of service Is between them as one cannot provide service to self.

Based on this reasoning the AAR concluded the If the liaison office in India does not render
any consultancy or other services directly/indirectly, with or without any consideration and
the liaison office does not have significant commitment powers, except those which are
required for normal functioning of the office, on behalf of Head Office, then the
reimbursement of expenses and salary paid by HO to the Liaison Office, established in
Indiq, is not liable to GST and the liaison office is not required to get itself registered under
GST.

Re: HabufaMeubelenB.\V.

(Indian Liaison Office) (GST AAR Rajasthan)
Date of judgement 16/06/2018

R. KANNAPPAN

ﬁi{.‘.l jﬁ‘h Audit Assistant
/
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Important-amendments in
@

Standard deduction to salaried individuals and
pensioners

Transport allowance and medical reimbursement
are two tax deductions which almost every salaried
taxpayer easily claims. The tax benefit from transport
allowance is Rs 19,200 p.a. (Rs 1,600 p.m.), while
from reimbursement of medical expenses, it is Rs
15,000 p.a. Now a standard deduction of Rs 40,000
has been brought in their place. This is, in fact a good
news for you since the overall tax benefit has
increased by Rs 5,800 (Rs 40,000 —Rs 34,200). This tax
benefit has also been extended to the pensioners.
Enhanced deduction under section 80D

You must be familiar with this deduction under
section 80D. The tax deduction currently allowed is up
to Rs 30,000 of the insurance covers you, your spouse
or your children. You can get additional deduction of
Rs 30,000 on premium paid if you have a medical
cover for your parents aged 60 years and above. If
they are aged below 60 years, then the tax deduction
cannot exceed Rs 25,000.

However, if anyone of you, your spouse or your
parents is not covered under any insurance policy,
then you can claim a tax deduction upto Rs 30,000 for
the medical expenses incurred on them. Union budget
2018 has extended this benefit to senior citizens as
well and increased the deduction limit from Rs 30,000
toRs 50,000.

Increase in the deduction limit under section
8obbDB

The tax deduction given to taxpayers for expenses
incurred on treatment of his own or any family
member’s critical illness has also been raised. The
upper limit of deduction has been increased to Rs 1
lakh for both senior as well as super senior citizens but
the limit remains the same for the taxpayers up to 60
years of age.

Increase in exemption limit on bank interest for
senior citizens

In the AY 2019-20, senior citizens will be able to
claim deduction up to Rs 50,000 on interest earned
from bank deposits, post offices or co-operative banks
as per the provisions of a new section 80TTB of the
Income Tax Act, 1961. Any senior citizen who claims
the tax deduction under section 80TTB will not be
allowed to claim the benefits of section 80TTA from AY
2019-20. Section 194A has also been amended to
disallow banks from deducting tax from payment of
interest up to Rs 50,000 made to a senior citizen.

Enhanced tax benefit on gratuity

The taxpayers currently get a tax exemption of Rs
10 lakh which will be raised to Rs 20 lakh. The
taxpayers receiving gratuity on or after 1st April 2018
will be able to enjoy the increased tax benefit on
gratuity.

NPS withdrawal exemption extended to non-
employees

Employees investing in NPS get exemption up to
40% of the total accumulated balance in their NPS
account at the time of withdrawal when they opt out or
close the scheme. The budget 2018 has extended this
tax benefit to everyone including non-salary person
investing in NPS.

No capital gains tax if the variation in stamp
value and the actual consideration is up to 5%

The taxpayers who sell an immovable property for
a sale consideration which is less than the value
adopted by the stamp authorities, then the stamp
valuation amount will consider as the actual sales
consideration.

In budget 2018, the government has taken steps to
help taxpayers making genuine transactions. The
government has proposed that if actual sale value is
less than 5% of stamp valuation amount, then actual
sale value consider as sales consideration even
though stamp valuation amount is higher than actual
sales consideration. But such difference value should
not more than 5%, if so then section 50 C(i) will be
considered.

Hike in cess percentage

Cess levied on your tax liability has been hiked by 1
per cent from the current 3 per cent to 4 per cent and
further it will be named as Health and Education cess
instead of Secondary and Education cess.

LTCG tax on equity investments

Arguably the biggest change implemented this
financial year is the reintroduction of the long term
capital gains tax on stock market investments. A 10%
Long Term Capital Gains (LTCG) tax will be imposed on
profits exceeding 1 Lakh made from the sale of stocks
and equity-oriented mutual funds that have been held
for over a year. All profits made by investors up to 31
January 2018 have been grandfathered. Indexation
benefit will be available on the sale of shares listed
after 31 January.

RAJKIRAN K

Article Assistant
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