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For India, 2015 was a year of many highs and some lows in tax. For the taxpayer community, it was 

also one of the most hectic years in terms of all round developments in India as well as globally.  

India had faced negative sentiments and a very low score on ease of doing business ever since the 

‘Vodafone – Retroactive’ episode of 2012. Focus of the Modi Government has been on correcting the 

tarnish and to restore foreign investor sentiment.  

The year 2015 kick started with assurances from the Finance Minister to make India an easier place to 

conduct business, under the banner of PM Modi’s ‘Make in India’ initiative. The Government lent open 

ears to become ‘taxpayer friendly’ in the areas of fair and quick closure to disputes, reduced litigation 

and simplification of tax laws.  

On a simultaneous basis, the year also saw increased focus on tracing black money, undisclosed assets 

and the focus on increased transparency in reporting and disclosures.  

Overall, it has been a year of some quick action and quick decision making which has generated a 

positive sentiment, but it may be a while before the tax administration mind-set takes a positive turn 

across levels.  

Let’s take a look at some key tax highlights of 2015 within and without India. 

Simplification of tax laws 

In line with FM’s assurances in his Budget Speech, dedicated committees with meaningful 

representation of independent members were set up during the year with a positive intention to obtain 

their recommendations on contentious issues. An excellent example was the formation of Justice A. P. 

Shah Committee to opine on applicability of Minimum Alternate Tax (MAT) for foreign companies. 

The Tax Administration went on to respect the verdict of Committee and this provided ‘much needed’ 
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relief to the investors. Another like Committee viz. Justice Easwer Committee set up for simplification 

of income tax laws is currently seized of its role. 

The FM in his budget speech announced proposed reduction in the corporate tax rate from 30% to 25% 

over four years by phasing out exemptions and deductions. Such withdrawal of incentives and reduction 

in corporate tax rate are aimed not only at simplifying tax law but also make the tax law more certain, 

transparent and clear with reduced litigation. In order to accomplish the same, the CBDT has already 

set out its implementation plan in this regard. 

The positive wave was furthered by abolishment of the Wealth Tax Act and deferral of GAAR by 2 

years. The impetus for ‘Make in India’ was provided by FA 2015 introducing, amongst others, 

investment allowance in certain industry sectors, and lower withholding rates on royalty and interest 

payments to non-residents 

Focus on undisclosed assets and increased transparency 

To address the concern of black money stashed away by Indian residents abroad, the year saw enactment 

of a rather stringent Black Money (UFIA) and Imposition of Tax Act, 2015 which targets undisclosed 

foreign income and assets of Indian residents. It is strict on penalties and imprisonment for defaulters. 

The Benami Transactions (Prohibition) Bill, 2015 is also under evaluation for confiscation of illegally 

acquired wealth and property. Separately, emphasis on transparency is evident also from mandatory 

reporting by residents of foreign assets, beneficial interest and bank accounts, etc. in Income Tax Return 

forms. India will also soon be receiving voluminous financial information of Indian account holders in 

US under the India – USA FATCA Agreement, and, generally under multiple other EOI Agreements. 

Reducing Litigation 

Excessive litigation and retroactive amendments had visibly disturbed investor sentiments substantially. 

The Government was quick to announce its disapproval of enacting any further retroactive amendments. 

Another pleasing move was preparedness of GOI to adopt conciliation method to settle its dispute with 

Vodafone. In a ‘major correction of a tax matter which has adversely affected investor sentiment’, the 

GOI also accepted the order of Bombay HC in the Transfer Pricing (TP) case of Vodafone. 

On its part, the CBDT has in recent past increased the threshold of monetary limits for filing of appeals 

by the Tax Department. Field officers have been sternly directed to review and withdraw pending 

appeals which are below the specified limit or which are otherwise frivolous.  
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Income Computation and Disclosure Standards (ICDS) 

A very crucial, but not so welcome development was the introduction of ICDS w.e.f. 1 April 2015.  

Breaking away from tradition of determining taxable income based on principles of commercial 

accounting, the ICDS seeks to lay down special rules for tax computation and disclosure purposes. India 

can claim to be one of the very few countries in the world which has treaded this path. It is apprehended 

that this step may be privy to some more litigation. 

Paradigm Shift in Corporate Residency 

The year saw a change in the concept of corporate residency rule as per which a foreign company will 

be a resident in India if its ‘Place of Effective Management’ is in India. This move is meant to control 

the abuse of earlier liberal threshold of ‘whole control and management in India’, as a test of residency, 

resulting in shift of profits to low tax jurisdictions through incorporation of overseas shell companies 

largely controlled from India. In this behalf, the GOI has very recently released draft guidelines for 

soliciting the views of taxpayers. The Guidelines are unfortunately, far from satisfactory. 

Digitalization of Tax Department 

With the twin object of reducing personal interaction of taxpayers with the tax administration and to 

modernise systems and processes, the GOI has invested an initial sum of INR 150 crore for software 

which sets a march to ‘Digital India’. This facilitates electronic communication, use of e-mails for 

correspondences, paperless assessment proceedings, providing TDS details online, providing official e-

mail and contact details of Tax Officers. Thanks to e-assistance, many taxpayers were rewarded with 

refund claims much faster than ever before. As the indicators are, tax administration will be a part of 

astonished e-India. And with the computer-assisted data analysis, one can also expect a fall in the 

number of blind scrutiny cases as also in search / survey cases. 

OECD Base Erosion and Profit Shifting 15-point Action Plan 

The global political consensus against tax base erosion has led to the OECD BEPS Action Plan, in the 

formulation of which India has played a significant role. The Action Plan, which is expected to see light 

of the day in 2016, deals with recommendations for changes to domestic laws and tax treaties, on the 

pillars of substance, coherence and transparency. India expects a larger share of revenue under Transfer 

Pricing linked to ‘value creation’ and Country-by-Country reporting (CbCR) norms for increased TP 

reporting. One may possibly also expect changes concerning digital economy, revised Permanent 

Establishment (PE) rules. Also, in order to override all existing 3000+ tax treaties, a Multilateral 

Instrument (MI) is under formulation and tax magic will overtake global economy if MI is signed by 

participating countries (including India). 
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Goodbye 2015, Welcome 2016 

The FM’s words in the Budget Speech sum up the tax developments of 2015, ‘Kuch to phool khilaye 

humne, aur kuch phool khilane hai, Mushkil yeh hai bag me ab tak, kaante kai purane hai’.  

It will be fair to expect the same trend of major reforms in 2016. We will have an exciting year ahead 

to see how the Government balances its focus on simplifying rules and becoming ‘taxpayer-friendly’ 

on one hand and yet effectively implement BEPS reforms. There is, though, slight pessimism that in 

BEPS regime, tax law compliance in the years to come may be stricter and difficult compared to earlier 

years - but, mercifully, this time, India may not be an isolated exception; India will be a part of 

international trend on BEPS reforms! 

 


