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Judicial Rulings
Interest on funds advanced to 
sister concern for share purchase 
deductible on commercial 
expediency

A trust engaged in the composite 
business of film distribution, money 
lending, speculation and share 
investments, borrowed funds from a 
bank to acquire shares in a company 
through a group entity and claimed 
the related interest as a business 
deduction. While the AO, the first 
appellate authority and the High 
Court disallowed the claim on the 
ground that the funds were utilized 
for the benefit of a subsidiary 
company, the Apex Court upheld 
the ITAT’s view that the expression 
‘for the purpose of business’ is 
of wide amplitude and must be 
assessed on the basis of commercial 
expediency rather than direct profit 
generation. Since the borrowing 
was commercially justified and 
formed part of the Trust’s composite 
business activities, including 
investments through subsidiaries, 
the interest expenditure was held to 
be allowable, and the deduction was 
accordingly granted.   
L.K. Trust (Supreme Court of India)

Assessee entitled to independently 
opt between treaty and domestic law 
provisions for each source of income 
even under the same head

A Singapore company sold shares 
in Indian companies, both of which 
were acquired before April 2017. It 
earned LTCG on some shares while 
incurring LTCL on other shares. It 
claimed treaty exemption under the 
India-Singapore DTAA for the LTCG 
earned and applied domestic law 
to carry forward the LTCL incurred. 
The AO held that all capital gains 

transactions had to be governed 
uniformly by either the treaty or 
domestic law. The ITAT disagreed, 
holding that each investment is a 
separate source of income and the 
Assessee may choose the more 
beneficial DTAA or domestic law 
treatment for each transaction. 
Hence, the addition was deleted.
Alibaba Singapore E Commerce Private 
Limited (Mumbai ITAT)

Mere receipt of expert advice or the 
outcome of a technical exercise is 
not enough to qualify as FTS

An Indian real estate company 
engaged a UAE-based firm to review 
working drawings and assess their 
conformity with actual construction. 
The AO treated the payments as FTS 
under domestic law and held the 
Assessee liable for failure to withhold 
tax. However, the ITAT held that the 
services were merely advisory and 
consultative in nature and, applying 
the ‘make available’ principle as 
a persuasive interpretative aid, 
observed that services qualify as 
FTS only where they impart technical 
knowledge or skills enabling the 
recipient to independently apply 
them in the future. Mere receipt of 
expert advice or the outcome of a 
technical exercise does not satisfy 
this requirement. The ITAT further 
held that, as the India-UAE DTAA 
contains no FTS article, the domestic 
law definition could not be imported 
into the treaty, and since the UAE 
firm did not have a permanent 
establishment in India, the payments 
were not taxable in India.
Chowringhee Residency Pvt. Ltd. 
(Kolkata ITAT)

TPO may determine ALP, but 
cannot disallow expenses based 
on benefit test
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An Indian subsidiary of a French 
pet food group, paid franchise 
fees for know-how, trademarks, 
marketing and administrative 
support, and separately availed 
intra-group services such as IT, 
professional services and sales 
support. The TPO determined that 
these payments had no arm’s 
length value on the ground that no 
separate benefit accrued as the 
Assessee was already purchasing 
goods from group entities. The ITAT 
held that the TPO’s role is limited to 
determining the ALP and does not 
extend to questioning the necessity 
or benefit of an expenditure. 
Accordingly, the TP adjustments 
on franchise fee and intra-group 
services were deleted.
Royal Canin India Pvt. Ltd. (Mumbai ITAT)

Interest on funds 
advanced to sister 
concern for share 
purchase deductible 
on commercial 
expediency

Assessee entitled 
to independently 
opt between DTAA 
and Income-tax Act 
provisions for each 
source of income even 
under the same head

Mere receipt of expert 
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of a technical exercise 
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GST on toll collected under a build-
operate-transfer model

Toll collection rights granted by 
the National Highways Authority 
in consideration of construction 
and maintenance of a highway, 
constitute consideration for works 
contract services and is liable to 
GST. The exemption for access to 
roads through toll does not extend 
to toll received as annuity towards 
construction services.
CG Tollway Ltd (Rajasthan High Court)

Principal Bench of GSTAT 
designated as NAAAR

The Principal Bench of GSTAT has 
been designated as NAAAR under 
GST law. The NAAAR will adjudicate 
appeals against conflicting 
rulings by two or more Authority 
for Advance Ruling on the same 
question for different applicants.        
Notification No. 02/2026 - Central Tax 
dated May 07, 2026

Judicial Rulings 
Transfer of leasehold rights not 
taxable as supply

The Supreme Court declined to 
interfere with the High Court ruling 
that assignment of leasehold 
rights in immovable property is not 
a supply of service in the course 
or furtherance of business. The 
demand of GST on the transfer of 
leasehold rights was therefore set 
aside.    
Aerocom Cushions Pvt Ltd (Supreme 
Court of India)

GST proceedings void against entity 
that ceased to exist after merger

GST proceedings initiated against 
a company that had ceased to exist 
following its merger pursuant to an 
Order of the National Company Law 
Tribunal are void ab initio.        
IDFC First Bank Ltd (Bombay High Court)

Education consultancy services 
to foreign universities qualify as 
export of services

An Indian entity providing education 
consultancy and recruitment 
support services to foreign 
universities, raising invoices on 

those universities and receiving 
consideration from them, does not 
qualify as an intermediary merely 
because students in India gets 
incidentally assisted through such 
service. Indian entity is not acting 
as an agent of foreign universities.        
Fateh Education Consulting Pvt Ltd (Delhi 
High Court)

Order that merely replicates SCN is 
a non-speaking Order

An adjudication Order that does not 
contain independent findings and 
merely replicates the contents of 
the SCN is a non-speaking Order 
and is liable to be set aside. It 
was held that providing reasons 
is an indispensable requirement 
of adjudication, as it enables the 
taxpayer to understand the basis of 
the decision and exercise the right 
of appeal effectively.   
P.D. Agarwal, Angul (Orissa High Court)
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engaged in foreign exchange 
services. The regulations also 
amend existing Master Directions 
relating to money changing and 
remittance facilities and supersede 
earlier A.P. (DIR Series) circulars, 
thereby streamlining the FEMA 
regulatory structure.
RBI Notification No. RBI/2026-27/19 A.P. 
(DIR Series) Circular No. 09 dated May 
6, 2026

Status of SPV post termination of 
concession agreement continues

Termination of the concession 
agreement of a SPV holding an 
infrastructure project shall not 
affect its status as a SPV. However, 
this is subject to fulfilment of 
conditions specified by SEBI. 
Conditions are:

	 Investment Manager has to 
either exit investment in the 
SPV by way of sale/liquidation/ 
winding-up/ merger of the SPV 
or acquire any new infrastructure 
project in the SPV within 1 year 
from completion of concession 
agreement, conclusion of all 
pending litigations or completion 
of the defect liability period, 
whichever is later. Time taken to 
obtain regulatory approvals for 
exiting investment in the SPV 
shall be excluded from above 
timeline of 1 year. 

	 Till investment in SPV is held by 
InvIT, adequate disclosures have 
to be made in Annual Report 
of the InvIT, including detailed 
break-up of investments in SPVs 
where concession agreement 
has terminated including 
additional disclosures pertaining 
to each SPV.

SEBI/HO/DDHS/DDHS-PoD-
2/I/11698/2026 dated May 15, 2026

CSR regulatory framework updated  

MCA has notified the Companies 
(Corporate Social Responsibility 
Policy) Amendment Rules, 2026, 
amending the CSR framework under 
Section 135 of the Companies Act, 
2013 read with the Companies 
(Corporate Social Responsibility 

Policy) Rules, 2014. The amendment 
updates Schedule VII and CSR 
compliance provisions, refining 
the scope of eligible CSR activities 
and disclosure requirements. This 
update impacts companies meeting 
CSR applicability thresholds, 
including Indian subsidiaries of 
foreign companies, by revising 
permissible CSR spending and 
reporting framework under statutory 
obligations.
Notification No. G.S.R. 415(E) dated May 
27, 2026

RBI introduces framework for 
outward remittance through non-
bank entities

New framework has been provided 
under which non-bank third-party 
entities could obtain specific 
approval from Authorised Dealers 
for tie-up arrangements to facilitate 
outward remittance of funds 
for non-trade current account 
transactions through them in 
online mode. Detailed instructions 
for such arrangements have been 
issued by the RBI for ADs to ensure 
compliance. 
RBI Notification No. RBI/2026-27/82 A.P. 
(DIR Series) Circular No. 10 dated May 13, 
2026

RBI rationalises Authorised Persons 
framework under FEMA

RBI has notified the Foreign 
Exchange Management (Authorised 
Persons) Regulations, 2026, 
rationalising and consolidating the 
regulatory framework governing 
Authorised Persons under FEMA. 
The regulations strengthen 
authorisation requirements, 
compliance obligations, and 
operational governance for entities 
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CFO WATCH
New CSR funding route through Social 
Stock Exchanges

MCA has amended the CSR 
framework to permit companies to 
deploy up to 10% of their annual 
CSR expenditure through ZCZP 
instruments issued by eligible NPOs 
listed on recognised Social Stock 
Exchanges. The amendment, effective 
from May 27, 2026, aims to strengthen 
transparency, accountability, and 
funding access within the social 
impact ecosystem. Companies 
investing through this route are also 
exempt from conducting impact 
assessments for such projects. 
Management should evaluate whether 
a portion of the CSR budget can 
be channeled through Social Stock 
Exchange instruments, update CSR 
governance frameworks, and ensure 
compliance with the revised MCA and 
SEBI requirements.

Advisory on AI-Based Threat 
Detection

SEBI has issued an advisory 
highlighting the growing use of AI-
driven vulnerability detection tools 
and the associated cybersecurity 
risks for regulated entities. The 
advisory recommends strengthening 
governance through a dedicated 
cyber-risk task force, timely 
vulnerability remediation, enhanced 
third-party risk management, robust 
API and system security controls, 
continuous monitoring through SIEM/
SOC capabilities, and periodic cyber 
risk assessments. Management 
may assess the organization’s 
cyber governance framework, 
ensure adequate investment in 
cybersecurity controls, oversee 
third-party technology risks, and 
monitor compliance with SEBI’s cyber 

New CSR funding 
route through Social 
Stock Exchanges

Notification of final 
rules under the four 
Labour Codes

SEBI’s advisory on 
AI-Based Threat 
Detection

resilience requirements to mitigate 
financial and operational risks.

Notification of final rules under the 
four Labour Codes

Central Government has notified the 
Rules under all four Labour Codes on 
May 8, 2026. The notified rules cover 
the Code on Wages, Social Security 
Code, Occupational Safety, Health 
and Working Conditions Code, and 
Industrial Relations Code. These Rules 
provide the operational framework for 
implementing the Labour Codes and 
address key compliance requirements. 
Management should undertake a 
Labour Code compliance readiness 
assessment to evaluate regulatory, 
operational, payroll, and financial 

impacts, and implement necessary 
changes to policies, systems, and 
governance frameworks.
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India’s PE Market Enters a 
New Phase

For much of the last decade, India’s 
PE landscape was defined by billion-
dollar bets, aggressive valuations, and 
a relentless pursuit of scale. However, 
recent market trends suggest that 
the industry is entering a new phase, 
one marked by discipline, profitability, 
and a renewed focus on mid-market 
opportunities.

According to a recent report by 
Business Standard, private equity 
investors are increasingly moving 
away from large, headline-grabbing 
transactions and focusing instead on 
smaller, more targeted investments. 

MERGERS & ACQUISITIONS
Rising interest rates, valuation 
corrections, and a more selective 
fundraising environment have 
prompted investors to reassess 
risk and prioritise sustainable value 
creation over rapid expansion.
This shift reflects a broader 
evolution in the Indian M&A market. 
Investors are no longer chasing 
growth at any cost; instead, they 
are seeking businesses with strong 
fundamentals, clear paths to 
profitability, and resilient business 
models. As a result, sectors such 
as healthcare, financial services, 
manufacturing, and B2B technology 
are witnessing growing interest from 
PE funds.

For founders and promoters, this 
changing environment presents both 
challenges and opportunities. While 
access to large pools of capital may 
become more selective, companies 
with sound governance, healthy cash 
flows, and scalable operations are 
likely to attract strong investor interest.
The ongoing reset is not a sign of 
declining confidence in India. Rather, 
it reflects the maturation of the 
country’s private equity ecosystem. 
As dealmakers adapt to this new 
reality, the focus is shifting from the 
size of transactions to the quality 
of opportunities, a trend that could 
ultimately lead to a healthier and more 
sustainable M&A market.



Member of the Internal Audit 
Committee, NIRC of ICAI for 
2026–27. The nomination 
recognises his continued 
contribution to the profession 
and commitment to advancing 
internal audit practices and 
governance standards.

Webinar on Strengthening GST 
Compliance: Top 10 Issues, 
Trends and Action Points  
May 14, 2026

Subroto Bose, Baker Tilly ASA 
India and Akshay Deodhar, 
ASA led a Baker Tilly ASA 
India webinar on key GST 
compliance challenges facing 
businesses. The session 
covered practical insights 
on reconciliations, notices, 
input tax credit risks, and 
strengthening internal controls 
to enhance compliance and 
audit readiness.

Client Clinic on the New 
Wages Code   May 01, 2026

Baker Tilly ASA India hosted 
a Client Clinic in Kochi on 
“New Wages Code – Impact & 
Implementation.” The session 
focused on key implications, 
compliance considerations, 
and practical aspects of 
preparing for the evolving 
labour law framework.

India Today India–Japan Conclave 
2026  May 22, 2026

Our Chairperson, Deepa Wadhwa, 
delivered a special address at the 
India Today India–Japan Conclave 
2026, while Himanshu Srivastava, 
Baker Tilly ASA India, presented a 
keynote on “Make in India Meets 
Monozukuri: The Winning Formula.” 
The discussions highlighted 
growing India–Japan collaboration 
across manufacturing, technology, 
investment, and innovation.

Future of Finance Summit & Awards 
2026  May 25, 2026

Baker Tilly ASA India was 
recognised as the Mid-Market 
Consulting Firm of the Year at the 
20th Edition Future of Finance 
Summit & Awards 2026. At the 
event, Shrikrishna Dikshit spoke 
on “UPI to AI: Securing India’s 
Financial Backbone for the Next 
Decade,” discussing cybersecurity, 
digital resilience, and the growing 
role of AI in financial services.

Webinar on Tax Structuring for 
India–Australia Business 
May 21, 2026

Sunil Arora, ASA, spoke at the 
second session of the India–
Australia Business Navigator 
Series organised by the Indo-
Australian Chamber of Commerce 
(AustCham India). The session 

explored tax structuring, permanent 
establishment risks, talent mobility, 
transfer pricing considerations, and 
cross-border investment strategies 
for businesses operating across the 
India–Australia corridor.

Taxmann Webinar on Accounting 
Frauds   May 05, 2026

Parveen Kumar, ASA, was invited 
as a speaker at a Taxmann 
webinar on “Accounting Frauds.” 
The session discussed fraud red 
flags, key audit considerations in 
financial statements, and the role of 
auditors in preventing and detecting 
accounting frauds amid evolving 
reporting challenges.

ICAI Gurugram Branch Seminar on 
the New Labour Code  May 07, 2026

Rahis Saifi, ASA, spoke at the 
ICAI Gurugram Branch seminar 
on “Decoding New Labour Code 
and Its Impact on Financial 
Statements.” The session explored 
the implications of labour law 
reforms on financial reporting, 
employee benefit disclosures, and 
audit considerations, with practical 
perspectives for professionals 
preparing for the transition.

NIRC of ICAI – Committee 
Nomination 2026–27  May 14, 2026

Gaurav Bhatia, ASA, has been 
nominated as a Co-opted 
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GLOSSARY

AD
Authorized Dealer

AI
Artificial 
Intelligence

ALP
Arms’ Length 
Price

AO
Assessing Officer

API
Application 
Programming 
Interface

CSR
Corporate Social 
Responsibility

DTAA
Double Taxation 
Avoidance 
Agreement

FEMA
Foreign Exchange 
Management Act, 
1999

FTS
Fee for Technical 
Services

GST
Goods & Services 
Tax

GSTAT
GST Appellate 
Tribunal

ICAI
Institute of 
Chartered 
Accountants of 
India

InvIT
Infrastructure 
Investment Trust

IT
Information 
Technology

ITAT
Income Tax 
Appellate Tribunal

LTCG
Long Term Capital 
Gain

LTCL
Long Term Capital 
Loss

M&A
Mergers & 
Acquisitions

We value your feedback. 

Please send us 
your comments and 

suggestions at 
editorial@bakertilly.in

MCA
Ministry of 
Corporate Affairs

NAAAR
National Appellate 
Authority for 
Advance Ruling

NIRC
Northern India 
Regional Council

PE
Private Equity

RBI
Reserve Bank of 
India

SCN
Show Cause 
Notice

SEBI
Securities and 
Exchange Board of 
India

SIEM
Security 
Information 
and Event 
Management

SOC
Security Operations 
Centre

SPV
Special Purpose 
Vehicle

TPO
Transfer Pricing 
Officer

UPI
Unified Payments 
Interface

ZCZP
Zero Coupon Zero 
Principal



Disclaimer:We have taken all steps to ensure that the information in this document has been obtained from 
reliable sources and is accurate. However, this document is not intended to give legal, tax, accounting or other 
professional guidance. We recommend appropriate advice be taken prior to initiating action on specific issues.

A full services firm of corporate 
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advisory experts and financial 
and marketing analysts. 
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Well structured teams 
with domain specialization
are guided by leaders 
who possess expertise 
and experience and 
are present PAN India 
to ensure excellent 
client service.
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