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Judicial Rulings

Cost-to-Cost salary reimbursements 
towards seconded employees, held 
taxable as FTS 

A US entity seconded employees to 
Indian group entities and received 
cost-to-cost salary reimbursements. 
Though the secondees worked 
under Indian entity’s supervision, 
the US entity retained the lien over 
their employment, social security 
benefits, and also controlled the 
employee’s right to return to the US 
entity. The Tribunal held these were 
mere reimbursements and non-
taxable. The High Court reversed this 
ruling, holding that the secondees 
never ceased to be employees of the 
US entity. As they came to India to 
implement group policies, maintain 
quality standards, and impart 
training leaving the Indian entities 
with lasting capability, the ‘make 
available’ condition was ought to 
be satisfied. Labelling a payment 
as ‘reimbursement’, or charging 
no markup, does not change the 
transaction’s true character. The 
Tribunal’s order was set aside for 
ignoring the binding Centrica India 
Offshore precedent, which held that 
the foreign company remains the 
real employer and reimbursement 
does not alter the employment 
character. The transaction was 
accordingly held to be in the nature 
of FTS.
Ernst and Young U.S. LLP 
(Delhi High Court)

Reimbursement of advertising 
expenses to a foreign subsidiary not 
liable to equalization levy 

A US subsidiary of an Indian entity, 
incurred advertising expenses 
with Google US to promote its 
products in the US market, which 

were reimbursed and initially 
equalisation levy was paid on such 
reimbursement. Later a refund 
was sought which was rejected 
by the AO. Upon appeal, the High 
Court held that the advertising 
services were rendered by Google 
US to the US subsidiary, who 
were both non-residents, and that 
such reimbursements did not fall 
within the specific scope of the 
equalization levy. It further held that 
a subsidiary’s separate legal identity 
cannot be disregarded merely on 
account of parental control, absent 
evidence that the subsidiary was 
created to avoid tax. The Court 
reiterated that a charging provision 
must be strictly construed and 
cannot be extended by inference.
Zoho Corporation Private Limited 
(Madras High Court)

Valuation report of a merchant 
banker cannot be disregarded

A foreign company sold shares of 
another foreign company deriving 
value from Indian assets. While 
computing capital gains, it relied 
on a valuation report issued by a 
registered merchant banker, 
whereas the AO substituted the 
valuation by relying on unaudited 
draft financial statements and 
enhanced the deemed consideration. 
The Tribunal observed that the 
merchant banker had adopted a 
recognized valuation methodology 
and the AO had not identified any 
defect in the valuation report. It 
held that unaudited draft financial 
statements, which were neither 
approved nor authenticated, could 
not form the basis for determining 
fair market value. The key principle 
is that the AO cannot disregard 
an expert valuation report and 
substitute a different value without 
demonstrating specific defects in the 
valuation process.
Geo Finance Petroleum SA (Chennai ITAT)

Circulars/Notifications
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Online advertising space provided 
through a platform does not 
necessarily constitute FTS 

The Assessee, an online gaming 
company, purchased advertising 
space through Google’s AdWords 
program and deducted TDS at 2 
per cent by treating the payments 
as advertising contracts. Following 
a survey, the AO held that the 
AdWords platform used sophisticated 
algorithms, data analytics and real-
time bidding, and therefore the 
payments were FTS requiring TDS at 
10 per cent. The Tribunal held that 
merely using an automated advertising 
platform does not mean the customer 
receives technical services. The 
complexity of the technology behind 
the platform is irrelevant when no 
technical knowledge or expertise is 
provided to the customer. Further, 
if a particular item is specifically 
characterized in a particular section 
of the Act, it will override the 
provisions of a general section.
Head Digital Works Private Limited 
(Hyderabad ITAT)

Cost-to-Cost salary 
reimbursements 
towards seconded 
employees, held 
taxable as FTS 

Reimbursement 
of advertising 
expenses to a foreign 
subsidiary not liable to 
equalization levy

Online advertising 
space provided 
through a platform 
does not necessarily 
constitute FTS



own account, do not qualify as 
intermediary services. Such 
services are an import of service 
with place of supply in India and are 
taxable under reverse charge.   
Dow Chemical International Pvt Ltd 
(GSTAT, Delhi)

Compensation received for breach 
of contract is not supply

Compensation recovered from 
transporters for losses, shortages, 
theft, damage or failure to deliver 
goods is a mere flow of money 
to make good a loss and is not a 
payment for tolerating any act. 
Such liquidated damages is not a 
supply of service and therefore not 
liable to GST.
Pon Pure Chemical India Pvt Ltd (Tamil 
Nadu AAR)

Extension of last date to file appeals 
before GSTAT

The last date for filing appeals 
before the GSTAT has been 
extended to July 31, 2026, in case 
the Appeal Order is received before 
May 01, 2026. The extension 
provides taxpayers additional time 
to file pending appeals.        
Notification F. No. A-50/7/2025-GSTAT-
DoR, Ministry of Finance, dated Jun 30, 
2026

Jurisdiction after migration / 
transfer of a taxpayer

Any action validly taken by the 
Officer having jurisdiction over a 
taxpayer, such as investigation, 
audit, Notice or adjudication, 
remains valid even if the taxpayer 
later shifts its principal place of 
business to another jurisdiction. The 
new jurisdictional Authority must 
take over and conclude any pending 
proceedings from the stage at which 
they stood on the date of transfer. 
The earlier Officer cannot start fresh 
proceedings but must intimate the 
new jurisdictional Authority.
Circular No. 255/01/2026 - GST dated 
June 25, 2026

Judicial Rulings 
Writ petition cannot be a substitute 
for statutory appeal

Where an assessment Order was 
uploaded on the portal and the 
taxpayer became aware of the 
proceedings but approached the 
High Court only after the appeal 
period had lapsed, the petition 
was not entertained. Electronic 
communication of an Order cannot 

be overlooked, and a writ cannot be 
used as a substitute for an appeal 
before the Appellate Authority.    
Kamal Ideal Infratech Pvt Ltd (Supreme 
Court of India)

Tax paid under wrong head to be 
adjusted and not paid again

Taxpayer who paid tax treating 
a transaction as an inter-state 
supply which was later found to 
be an intra-state supply, is entitled 
to adjustment of the amount 
already paid against the correct 
liability without payment of interest 
or fresh tax. The Authority was 
directed to reconsider the matter 
and pass fresh Orders applying the 
adjustment mechanism.       
GR Tech Services Pvt Ltd (Karnataka High 
Court)

Refund of amount deposited during 
search

An amount deposited through 
the prescribed form during a 
search cannot be presumed to be 
voluntary merely by reason of the 
deposit. Where no independent 
self-ascertainment of liability was 
made, statutory safeguards were 
not followed, and records were 
under departmental control, the 
payment was treated as made 
under coercion and directed to be 
refunded.       
Baba Contractors and Engineers 
(Rajasthan High Court)

Procurement hub services are not 
intermediary services

Comprehensive procurement 
services rendered by a foreign 
group entity acting as a centralized 
procurement hub, on a principal-
to-principal basis and on its 
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•	 For residual winding up related 
operational expenses  

An AIF must disclose to investors the 
amount being retained along with 
estimated time period for retention 
for seeking their consent. For 
funds retained for meeting residual 
winding-up related operational 
expenses, time period for retention 
shall be maximum 3 years from 
the end of the permissible fund 
life of the AIF scheme. Monies so 
retained, shall be invested as per AIF 
regulations.

Once liabilities are met and all 
pending retained monies are 
distributed to investors, the scheme 
can be wound up.

An AIF scheme with retained monies 
and which intends to surrender 
its registration, may apply for 
‘Inoperative Fund’ status. An AIF 
with no retained monies beyond fund 
life but intending to carry on with 
registration solely in anticipation 
of favourable outcome of pending 
litigation, can apply for ‘Inoperative 
Fund’ status too.
SEBI Circular HO/19/34/11(2)2026-AFD-
POD1/I/13764/2026 dated June 16, 2026

RBI consolidates FEMA Framework 
through Master Direction on Foreign 
Investment in India

RBI has issued the Master 
Direction-Foreign Investment in 
India, consolidating the regulatory 
framework governing foreign 
investment under the FEMA. The 
Master Direction provides updated 
operational guidance on FDI, 
reporting requirements, pricing 
guidelines, downstream investment, 

transfer of capital instruments and 
other FEMA compliance requirements 
applicable to foreign investment 
in India. The Master Direction is 
relevant for Indian companies having 
foreign shareholders, overseas 
investors, foreign subsidiaries, 
and entities undertaking cross-
border investment activities, as it 
consolidates FEMA compliance 
requirements into a single 
operational framework. 
RBI Notification No. RBI/2026-27/A.P. 
(DIR Series) Circular No. 17 dated 
June 24, 2026

Export realisation timeline reduced 
to 9 months

RBI has issued Foreign Exchange 
Management (Export of Goods 
and Services) (First Amendment) 
Regulations, 2026 revising the 
realisation and repatriation timeline 
of full export value of goods/ 
software / services exported, 
from 15 months to 9 months 
from the date of export or within 
such period as prescribed by 
the RBI. This regulation applies 
equally to exports undertaken by 
establishments set up in Special 
Economic Zones, Software 
Technology Parks and by Export 
Oriented Units. Authorised Dealer 
banks have the permission to 
extend the period basis directions 
issued by RBI.
Notification No. FEMA 23(R)/(8)/2026-
RB dated June 5, 2026

Conditions and modalities 
prescribed for retention of 
proceeds and ‘Inoperative Fund’ 
status on winding-up of AIFs 

Retention of liquidation proceeds 
by the AIF beyond permissible Fund 
life shall be subject to fulfilment 
of at least one of the following 
conditions:

•	 Receipt of a litigation notice or 
tax demand, indicating a potential 
tax, regulatory or legal liability 

•	 Consent of at least 75 per cent 
of the investors by value of 
investment in the scheme, where 
proceeds are proposed to be 
retained to meet anticipated 
liabilities on account of probable 
tax litigation  

CORPORATE & ALLIED LAWS
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CFO WATCH
New IFRS 20 addresses timing 
differences in regulated businesses

IASB has issued IFRS 20 – Regulatory 
Assets and Regulatory Liabilities, 
introducing a comprehensive 
accounting framework for entities 
subject to rate regulation. Effective 
from January 1, 2029 (with 
early adoption permitted), the 
Standard requires recognition and 
measurement of regulatory assets 
and liabilities arising from timing 
differences between service delivery 
and cost recovery, along with 
enhanced disclosure requirements. 
Management may assess the 
applicability of the Standard, evaluate 
its impact on financial statements 
and Key Performance Indicators, 
identify affected regulatory balances, 
strengthen data and forecasting 
processes, review accounting policies 
and ERP readiness, engage with 

New IFRS 20 
addresses timing 
differences in 
regulated businesses 

Environmental credits 
accounting gets a new 
Standard

RBI strengthens 
customer protection 
against digital banking 
frauds

auditors and regulators, and prepare 
a phased implementation roadmap 
to ensure timely compliance and 
high-quality financial reporting.

Environmental credits accounting 
gets a new standard

FASB has issued ASU 2026-
02 – Environmental Credits and 
Environmental Credit Obligations, 
introducing a dedicated accounting 
framework for recognizing, 
measuring, presenting, and 
disclosing environmental credits 
and related obligations. Effective 
from December 15, 2027 for public 
entities, and December 15, 2028 
for others, the Standard enhances 
transparency and comparability 
in sustainability-linked financial 
reporting. Management may assess 
the impact on existing environmental 
credit programs, identify reportable 
assets and obligations, update 
accounting policies and internal 
controls.

RBI strengthens customer protection 
against digital banking frauds

The revised framework on customer 
protection in fraudulent electronic 
banking transactions, effective 
January 1, 2027, increases 
responsibilities of banks for fraud 
prevention, customer protection, 
and grievance redressal. Banks 
must implement robust fraud 
detection systems, provide 24×7 
reporting channels, issue mandatory 
transaction alerts, define customer 
liability transparently, and ensure 
timely reversal or compensation for 
eligible fraudulent transactions. The 
revised framework also introduces 
Board-level oversight and structured 
reporting of fraud cases.
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M&A Insurance: Building 
Confidence in Complex 
Transactions

As India’s mergers and acquisitions 
market continues to mature, 
dealmakers are increasingly looking 
beyond traditional risk management 
tools to ensure smoother 
transactions. One such development 
is the growing adoption of M&A 
insurance, particularly Warranty & 
Indemnity Insurance, which is steadily 
becoming an integral part of complex 
deal-making.

Traditionally, buyers relied on 
extensive indemnities and escrow 

MERGERS & ACQUISITIONS
arrangements to safeguard against 
undisclosed liabilities. While 
effective, these mechanisms often 
prolonged negotiations and delayed 
deal closures. M&A insurance is 
gradually changing this dynamic 
by transferring specific transaction 
risks to insurers, allowing buyers 
and sellers to negotiate with 
greater confidence and complete 
transactions more efficiently.

The trend is particularly evident in 
private equity exits, cross-border 
acquisitions, and promoter-led 
transactions, where a clean exit for 
sellers and enhanced protection 
for buyers are equally important. 

As deal sizes increase and regulatory 
expectations evolve, insurance is no 
longer viewed merely as a post-closing 
safeguard but as a strategic tool 
that facilitates negotiations, reduces 
execution risk, and bridges differences 
between counterparties.

For India’s M&A ecosystem, the growing 
acceptance of transaction insurance 
reflects a broader shift towards global 
best practices. As competition for 
quality assets intensifies, successful 
transactions will increasingly depend 
not only on valuation and financing 
but also on innovative risk allocation 
mechanisms that enhance certainty 
and accelerate deal execution.
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The Growing Financial Cost 
of Cyberattacks

The cyber incidents reported in June 
2026 delivered a clear message: a 
cybersecurity breach is no longer 
just a technology problem—it 
is a significant financial risk. 
Organisations across industries, 
including healthcare, education, 
government, and manufacturing, 
faced ransomware attacks, credential 
theft, and exploitation of software 
vulnerabilities that disrupted 
operations and resulted in substantial 
financial losses.

A notable example was the reported 
cyberattack on Novo Nordisk, one of 
the world’s largest pharmaceutical 
companies. Attackers allegedly gained 
access through a compromised 
developer account and exfiltrated 
sensitive internal information. While 

business operations continued, the 
incident highlighted how a single 
compromised credential can 
expose valuable intellectual 
property, confidential business 
information, and years of strategic 
investment.

The financial consequences of 
cyberattacks extend far beyond 
immediate recovery costs. 
Organisations may face operational 
downtime, lost revenue, regulatory 
penalties, legal expenses, 
increased cyber insurance premiums, 
and the cost of incident response 
and remediation. Perhaps most 
damaging is the loss of customer 
trust, which can impact future 
business growth and shareholder 
value long after the technical 
issue has been resolved.

The reality is that many of 
these losses are preventable. 

Organisations that invest in 
multi-factor authentication, timely 
patching, continuous monitoring, 
employee awareness training, 
and secure backup strategies 
significantly reduce both the 
likelihood and impact of an 
attack. Effective incident response 
planning can further minimise 
disruption and accelerate recovery 
when incidents occur.

The lessons are clear: the cost 
of prevention is far lower than 
the cost of recovery. In today’s 
threat landscape, cybersecurity 
should be viewed as a strategic 
business investment that protects 
revenue, reputation, and long-term 
enterprise value. Organisations 
that fail to strengthen their 
defences risk paying a far 
higher price when—not if—a 
cyberattack occurs.

CYBER & DIGITAL BRIEF



Acquisition of Industrial Land in 
Proximity to Port Areas in India  
June 24, 2026

Author:  Himanshu Srivastava, 
Baker Tilly ASA India

In this article, the framework 
for acquiring industrial land 
near India’s port areas is 
examined, highlighting the 
opportunities created by port-
led industrialisation. It outlines 
key considerations around land 
acquisition models, due diligence, 
zoning regulations, and Coastal 
Regulation Zone compliance, 
helping businesses evaluate 
location advantages alongside 
regulatory requirements.

GAAR Grandfathering Restored - 
Has the Tiger been released in the 
wild again?  June 18, 2026

Author:  Harshit Mehta, Pragya 
Bansal, and Roshni Chaurasia, ASA

In this article, the implications 
of the Supreme Court’s Tiger 
Global ruling and the subsequent 
CBDT amendments on GAAR 
grandfathering are examined. It 
highlights how the recent changes 
restore protection for pre-2017 
investments while reaffirming 
that substance-based scrutiny 
and anti-abuse principles remain 
central to cross-border investment 
structures.

IIA India – Delhi Branch Annual 
Conference 2026  June 19-20, 2026

Baker Tilly ASA India participated 
in the IIA India – Delhi Branch 
Annual Conference 2026. Gaurav 
Bhatia, ASA, delivered the welcome 
address on Day 2, while Parveen 
Kumar, ASA, moderated a fireside 
chat on the Labour Codes and their 
implications for businesses.

BW Businessworld Feature on 
Cyber Resilience  June 22, 2026

Shrikrishna Dikshit, Baker 
Tilly ASA India, was featured 
in BW Businessworld, sharing 
perspectives on cyber resilience 
and the growing challenges of 
managing vulnerabilities. The article 
highlights the need for continuous 
risk management, stronger security 
practices, and proactive protection 
of critical systems.

Analytics Insight Podcast on AI & 

Cybersecurity  June 15, 2026

Shrikrishna Dikshit, Baker Tilly ASA 
India, was featured on the Analytics 
Insight podcast, discussing how 
AI is reshaping the cybersecurity 
landscape. The conversation 
explored emerging cyber risks, 
digital trust, resilience, and the 
evolving governance priorities for 
organisations in the AI era.

ICAI Peer Reviewers Training 
Programme  June 11, 2026

Parveen Kumar, ASA, was invited 
to speak at the ICAI Peer Reviewers 
Training Programme, sharing 
practical perspectives on quality in 
audit engagements and discussing 
the challenges and complexities 
faced by small and medium audit 
firms in India.

Webinar on Transfer Pricing Regime 
under the Income Tax Act 2025   
June 04, 2026

Baker Tilly ASA India hosted a 
webinar on “Transfer Pricing Regime 
under the Income Tax Act 2025,” 
where Sunil Arora, Ashwath Pai, 
and Harshit Mehta, ASA, discussed 
key regulatory changes, expanded 
transfer pricing provisions, and 
practical approaches to managing 
compliance and mitigating risk.

Global Focus – CaseWare Audit 
Training  June 02, 2026

Baker Tilly ASA India hosted a 
three-day training programme on 
Global Focus – CaseWare Audit 
Documentation Software, led by 
trainers from Baker Tilly International. 
The programme brought together 
leaders from India, Sri Lanka, 
and Nepal to strengthen audit 
documentation capabilities and 
promote consistent global practices.
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GLOSSARY

AI
Artificial 
Intelligence

AIF
Alternative 
Investment 
Fund

AO
Assessing 
Officer

ASU
Accounting 
Standards 
Update

CBDT
Central Board of 
Direct Taxes

ERP
Enterprise 
Resource 
Planning

FASB
Financial 
Accounting 
Standards 
Board

FDI
Foreign Direct 
Investment

FEMA
Foreign 
Exchange 
Management 
Act, 1999

FTS
Fee for 
Technical 
Services

GAAR
General Anti-
Avoidance Rules

GST
Goods & 
Services Tax

GSTAT
GST Appellate 
Tribunal

IASB
International 
Accounting 
Standards 
Board We value your feedback. 

Please send us 
your comments and 

suggestions at 
editorial@bakertilly.in

ICAI
Institute of 
Chartered 
Accountants of 
India

IFRS
International 
Financial Reporting 
Standards

IIA
Institute of Internal 
Auditors

ITAT
Income Tax 
Appellate Tribunal

M&A
Mergers & 
Acquisitions

RBI
Reserve Bank of 
India

SEBI
Securities and 
Exchange Board of 
India

TDS
Tax Deducted at 
Source

US
United States of 
America
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PERFORMANCE

PASSION

PEOPLE

20 
Locations

100 Partners/
Directors

10000+
Clients

1600+
In-house 
Professionals

GLOBAL PRESENCE 

50,000
Staff

147
Territories

750 
Offices

$6.8bn
Turnover

     PRESENTLY POSITIONED IN THE 

    TOP 10 ACCOUNTING & CONSULTING FIRMS
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