CHAPTER - 7. TAXATION & STAMP DUTY ASPECTS oF C-R.

SYNOPSIS -

\)

AmalgamaHon and
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> gec. 2(u2C) - siump sale &
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- pere~gey and
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— SecHon 2018) - AMaIg” & taxauon. +axaron -
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Sec 1 ée* 3” A s sec 2(22) = Deemed v <€
' +axaxon.
— SecHon - T2AA - ca~vy Fovwgyd <
Set off ¢ cevtany
Co.
- SecHon-utl. - capi{tal Cradn
exempHons - sranp DU -
— SecHon-35D —» const backgeround on Levy
. OF SD.
—> _SeéecHonh- 35 , .
. —> 8§D payable on tribunau’s o
—> SeécHon- 35 DD
. . F SD -
—> _SecHon- ARRK [ Theson kexd e
—> _SecHon - ABA 8 things Fyom Ui taka VS
. St of Mmahgryash o
—> _S€cHon- 3SE arras
— SD on othexr Dowuments
= Exeme” foomM pPayment of Q-
UYPose -

* The Pyimany PUYPoSe ofF +axaHon PaoNISIONS in corpPorrede RESHYUCHIYING

is to _ensutye Tax Newtyality

> _Factitode Goowth - To alow companies +o mMmewge o Split Foy business
SYNONY withow +he [mmecticte  buvdlen of Tax

2> ReNiNal of businesses - To ehcousage hecllrhy  Compeoinies 46 taxe oven 1688
MAKING  ONItS bY adlowing them +o gey off (Uls 72A)

D brevent tox Evasion - 70 ensuve Hhat Yestvucturing 15 clone Fov genwne

businesS veaons and not Just ro avoid +ay Chence
the 8 -year. s -years conclHoNS) -

4 onHnw'yY - TO ensuve +hdt +ax beneltd like deph and 10sses felidv
€ in cage of demergen) the underiaiing oy the business ., even If +he Leged

Owonery d\aﬂsg .




= pefinition of Armaiddmation - [section 2(18)]

!

ArnclganaHen 18 the mewgex of one oy moe companieS  ( Amaugamalsng)
into anothey compony (Amalgamated ) oy +0 Form a new corpany .

“ conditons -

. F\H CISS€1S O‘F * AL U'(lbl"“"_HleS ® Shho‘ ho‘w’ﬂg Q.HGQ.Z*
amau gamang co- Musi he 3/uth in Naue of sh.
MUst +yangfery o +orang forr. must hecome sh- hol
amaugamated co.

of new company .

« _AcawsiHon of Asset £ _Amadg”

—> oy Forwand and et off Jogs and  unabsorbed dep” - [ section 712A]

This secton auows +he amaigamaded co +o uge +he hvought Foywavel I0sses
and _uhabsovbed depn of +he amaugamaitng compeny.

l conadHons- Foor

J

_AncugoaImaHng co- Al masel to-
CThe oLD co] [ The New co]

l

> MUSt hotd ot teast 3/uthof
the F.A. acawlaea Fen o leas

= Must be engaged in business
For o _least 3 yeaws.

" S Y¥S Feromn — amaugamation.
—> Must have heid o+ least 3/u
of +he _book Nauup of FEixeol — Must conHnue +he business of
P 0 +o amadgomad'on -

— MUSt FULFHI othe prey concli?

!

IF these conclitions ae
Nviotated within § Yeaws. the
8t off cureaoly ayowed will
be tveated as taxable ncome
in +he yea~x of w~iotakion.




= _applicabllity of _secton 12 Ap

* The Beneftt of sec. 12A s avadiable (f +he ammgamml'on falls undey one
of the (fonowing 4 caleqories . l]/

1 Tnalustoyicd  undentarings . Ships ox Holels

» _with anothett compdiy

2> A_Ranking co. vef in the banking Requicion Act 194G with a Specified honk.

3> one_oy_moYe  PULILIC _ Sectoy Co. merrging with each othen o anothex PSC-

4y easr evSHwhile  PUblic Sectey company mervging with another company .
. The amargamcation must be cavrieol out w - s yeans fyorm +he end of Py
in which 1he ~egtaiction on amcugn ends.

Tn this srecific case . +he cu,:owJénco of unabsovbed deP? shall not be moxe
than acc (088 ancl uncth-deP® of +he PsSy as of +he date i+ ceased +o e d
rublic sectoy compony .

= De meqe .
In +he case of demevqger, +he accurmnuiated 10ss  dnd unabgorvbeel der” shaul
be hanaled as ronous -
l TF L0ss | anab -clep” is-
DiyectHy relatable No+ DivecHY Relauable -
LF it is divecrty neiadable IF i+ is ot diveery crelcdable
o the wndev+auang +F- it shatl be appocrtioned berh +he
it is auowed +to be sedoff cemerrged co- anel the aresutH ng
in the hands of «resuting co- co- in the oo of assers crerauned
and  +erans fFeeyed -
=

Reovqahisalion ofF Business -

J

« In case of business ne- owganisauon wheve a Rerm o poyoperitony  Concean
IS Succeeded by a company. the accumweled 10s8eS and unabsovbed dep
of the proedecessod ae deemed to be +he 1osses of the successo™ (O -

. Howevey, if conciHons laid down in secHon L1 ame nviotated + Hhe Hoix
benefid pee. clodmed Wil be  4aeoteol as the income of +he successon
comrany in +he Yyeaw of non compiiance -




% Corvy Forvwayd and

Ssey off of accumulou-ed

LOSSeS and undbgorbed depn

in_ centoun casges -

CSecHon- 12AA]

Noormal rUJ@ -

ExcepeHons -

L. one o mowe Banking co. i et e
one o¥ mone Banking Co. < Bunwing (g o
CSub 10 a Stvatregic oisinvesHme:
within 5§ yeavs]
IT. _onhe oY mowe covYespoing .
New Bank S anothey cowyesponding
New Bank (as pey ()
1L one oY rmove (ront com pary S another (ot CO- (aS PO o)
\
—Amaigamaring co- Amougemadec
L —_— B
LOSSes [ unak -dep U
—Losses | unak -deP
Allowed]
= carital (rain Tax.

J

carital fsSset + TwangFey

J

1

- _capitod croin v~

AS PeY sSec. 47 of TT Act tovecd cetaln +eretnaQCHON
forom amaugamaion as not +vangfer . and hence
carital am Wi Not be dPPlicable -

J

I Tn +he scheme of

—>

TF the amagamaded co-

Arncu g eumadion - IS on Inddan co.
2. In the scheme of —>  TIF the ~eswiHng co.
de merrger - IS an inclian co-
o megmw{ng A maugamaoded
cornpany Tvans kery. CoMmpany
) ‘ 1)
Foyesgn co. Sh- hetd in an Forvergn co -
Inou\‘[/an co.
Mo €0 Tax. —> _Li both condutong

aye soHstied .




4. _AmaUgoUNAHNg Co-

Trvcinscm. -Amaigamated co jjm led co-
Fovelgn co. Forveign co- sh. _Eonglie R o
J;
Varue derrived From
Inouan co.
)

— TIF both condutong

N ' N - b
0 caeitcy (tou ave salghied

condUHoNs -

I or_teast 98 Y. of Sh-hot- of omcugamcw'ng co. vemadn Sh-hol- of amaugomased
comrany -

2. such 4vansFery does not ocmeoract capital) (raung  in +he countyy in which
eiMmedgameting  cot {8 Incory Pory okeol -

S- In a scheme oF demexges -

: : WHNg Co
el fael caP\fﬁu Asset fo 1 d
Forreign co- , Foreign (o -

Tnclan co-Sh-

cxempt - ( 2 condutons J&)

G _In a Scheme oF demexgey

Demeageal co

caprltad Asset ! .
.i, 0 _\ _ResulHing co
Fovelqn Co ; ' ‘
M f oo AN FowngJr: co - sh oveian co

devived i+S Nalue
feyom incuan co-
Sha~ey
J
Exemet - ( 2conditons)

concduHons -

I+ 8h-hol- hoiung _not Less +han 3/uﬁ‘ in the Vouue of shaves ofF the demewged
Foyerygn Co- contHnue +o aemodn sh-hol- of Yesultng ote-mers Foregn Co-

Such tvongFer _does not adoract tax on cobital gaun in the countw in which
demeged Fovelqn co- |S INCofPoryoed «  Sec- 230 - 240 232 Shau not apely
fn case of o'emenrgerrs- -

0 Me~gey / olemery gery

— 5  NO ¢ Tax oNn +tvans ey
oF co-oP boniks.

of assetsy oy shawves.

8 (0-0P Ranxk —>

) —— AsSet tvansfeN duving
B(U\\er\ﬂ ca.

conveYSion s +ax Faee -




= _Amougoamarng >

Arnaugamated
<o Qo
* Preliminacy  exp- l
* EXP. gn gcientd He areseavch

* EXP.oN Amonj"
< Licence

* PorogpecHng = minervoud -
. @XP- on Spectrm

\?

Not yet woitren off

(5 yecers) -

—> _Tax ASPectS on SIUMP saue.

' AS PeY SecHon 2(Cu2c¢) of +the Income Tax ACY: 1961 . 1+ 1S +he +~vansfery of
ORE 0¥ moye uhde~+axingS Fov a LUMP SUM CopSidevaHen withous vaiues
being assigned +o the _individual assets and hebiiHeS in Such 4eansFer.

o what s ynderrraring 9

- L oefeds to a business unit wheve the investment exceeds 207- of +he
Compony's 06+ worth oy i+ geneyateS 207 of +he company’s fotal income

—> _Sae oF undev+aking can be

o 5 >\L .
sale of Running Sole of Conceyn which
Concearn - h '
—— SRy IS being wound up

In_Foliowing  waws -

Csiump sede] CNot a sSiump sale - i+ is a

l Plecemeat clisyrib" ]

Ful consideYaHon X XX

Taxed as pey NaxiouS proviSion
() EXP- (4vansfer) C xx)

OF Income Tax Act. 196G |-

Net considevdtion —> % x X

(-) cost 6f Acan (xx)
—Capital Gl - XXX
NP

(36M) <— T /8T — (<%&m)
NO index® benci't.




=> Tax Aspects of Demenger .

PrroPe+Y  dnd

compadany -

Derecrgey In cretation o companies means +eansfes of one or move undentaking
by demevged company +0 any  yeswHng

in such a manney that -

AIL_Poropenty dnd  LIAbILHES of +4he undestdking becomes +he
LiabiliHes of veswtHng compony.

The Pvorerty and LiabiliHes of +he undevioking must be 4orans Ferect
ot fhe weauues apreaning in +he bookS of demerged cornpany.

The reawyement 40 wecovd At a book wvauue does not aPPly if YesuHng
compPany ~ecoydS +he prorenty and

Liabiti#es of undev+axing ds a
diFferent Yaue +o comply wih the Indian accounHng srandacd

The ~eswiding company _issues shaves in consian of demenger to +he
shaveholdews of +he demervged co. on a _pyoporHoncde basis-

Shaveholders holcing o 1east _z/uth in 4+he vaiye of shaves in t+he

dermeryged company must become shaweholdens of +he wesuiing o -

The +vanSfer of undextaking must be on going concean basis.

=  Tox AsPectsS of Demewqed company -

\

Tox concession +o
demensed €o.

* NO caP. Grain IF cresud
CoO IS an Induan co.

- [Docol T cos . |Resco]
4 sh- v
Forelgn L B-E0 .
co- |
No (O
C2 Cond")
: SN 7y
F.co. F.co's sh. _ )
which F-co
deriNe
I+s vale
F T co
No. COH
(12 (‘ond“)

J

Toax concession +o0
Shhey oF D. co.

* Foy cad- of Cx on sale
oF sh- of D-co ox Rco

Al con of sh-oF the R co
U

coa win be duvided in

Frop ofF ner book vaule

YF-in the RC in perop:

10 netr woY+h (Ned asset)

8] coh oFf S\{\- of the D.c

Remauning Cop

c] Pericd oF -

= Deemed

hO\dJ‘ng Pe'yfod of
oF De. hoteling
of Dc-

l

ToX _concesSion 1o
YeSUH NG compary

* The YeswHng co- can
Ttake the dedwcHon
oF the Fonowing IF
TYF. by the D.c.

I Pereriminasy  exp-
Licence exp-
SPectyuum exp-

£ G P

exp-on ProsPecHng
Bad deb+s

exP- on amal gamaton

©

7- B-lLosses | unakb -dep”

< A\
Breye 1y oN
yelattable

In Pyop
o N0

g -decl™ of Incsivicu un
' Infrq.

P e

othen thn inha




-
-, pividend and beemed Dividend. [ 2€22) of 1T AU 1961]

_Does not

company =
! [ ASse4s
2 =
3 [ dustribuHon on LQwolaUon -
4 | custribwon on eol- of car.
S |— _Adv. / Loan to
G

inelele -

t sh-holdervs

peb- deb-StocK . dep. cevt- bonus sho to PeF-Sh.

* Sh-h. hotoling 10%. YR in co.
*enH¥y in which such sh-h. 4 Pav+hery | mem besy

~ any Payment by the co- on Puvchase of its own Sh
undewy sec - 6§ -

5 Fov 3 and 4 C+he amt of Shaves) -ami: padd o Sh h-

who does _not have arght to Suxplus.

—5 AL given in the ovdindwf cou¥se of business

s ghaves of «estwHng co- vec. pevsu. fo d clemeg e

s T¢ the aclNance / Loan uncev(cl:5) has been ger off
with +he civ Poyasle, such amt will nat he consiclen
as duvidend -

=3

= Taxability of Dividendl -

eaxliex

dividend drstributon fax was eaud by the co- and duvidend was
exempt in the hands of company’'s sh-hoideys .

From 202 |

co's a~we nhot crequicved to Pay DDT. cuvidend is taxable in the
hands ofF Sh-holdexs.




= consH. backgyound of Levy ofF Stomp dUty -

Avticle 265 | _y _leny oY collecHon —> omy by auttho

[ Now vls 930 from +ribuncu. undey
Co-Ack 2013 ]

7 Payliament

St
l OF tax. oF Law: I o
AxHele 246 —>.seventh sch-
LSt - | List-2 wst-3
Onion [ist State Lisy coneuYy - LISt
enty No - g) ntvy no - 63 enty no- bh
7 Rake oF g - _Rode ofF SD — _Roge oF SD
—3 BIE » 0N docment - POowey +o
— cheque No+ CovNeved Le\f\j (S
— PN undery Ligh-|
— Policies of . ,
S '3 - Tylbunou's
oyden ScmcHom'ng
—> tvF-of sh./ a scheme of
deb - [ pvoxies M/a -
- B\ of L.
Y
Hence. '+ can not bl sSald +hot .
. Ll Taka v -
&tare has no Jumisa® +o Levy SD Shaie of
g " & 0
on ovdesy oF H-C SancHoning — 7
Maharyashra
cl/fA Vls 39u of co ACH: 195G -

— _SD_poyable on  tibuncu's ovoey gancHonng mMia IS 230-

since +he amcugaumati'on
inNeIVes  tyansfew of
ASSEHS. LiabiliHes: PYOPeyHey
erc: ot the Yons Fevory co -
Yo the +eoansfevee co.

—

Necessa™y Reg. wiil be done

In *he lond ~vecovd of the
Stoue -

J
SO &6 SO can lévy 8D on
the Instoument of +yangfer
a8 Py bomboy stamp A
1988,
ALk
The ovaey of H-C- € Tibunau
ovdex) i3 an instywment
eHecHng +he tyonsfer .
J
SG can tewy Sp on +he

oxdenr of HC (To) arp. the
amcu gamation




i

pPYocedtve Fox det- OF Stamp duhy-

P srep -2
pecide the sp
e e rie ABE S

]
company } LR - |

—  collectory
ovdey of tovibuncy of staump.

T MY Of Shoof terPoov co

Step-y T Nval oF Ajc of t.ov co-

b

SD_Padel onvolery
CEoY oreq. of all pvopervtes)

SUb reqisywaxy -
OF ASSurrance
\__

7 _Incidence of Levy.

AS PeY Bomboy stamp Actr 19568, 8D s Payable on ony  instyument
« Instoyument inciucle any document by Wwhich wights o LiabiliHes .

cveaded , +eyong Feyreal , Limi+ed . extended exH‘nSujshed . Yecoryded
bW does not

incltude BIE:+ PNy BIL: Pyorer+ty . LC .Sh-4vE.
Policy ofF

inguyance « deb.

« _Essentaus Fon ey OF §D-

—> ingtvrument

— ingt- speciMed In sch. T -v°
= inst execwed - v

o

Not execwed 1n +he Srade

oY
I+ executed in oy stode. iF
I+ ve) +o Proresyty in-+he Steye

> _Staunpe dU en  othery documentd-

* APoy feromn +he Mecgen orrces. Sevevad other cloctmentS ave often oxectted
d,U'Y\YW} a renxge . such as .

- Agreements

- Iv’\d(’m(\\'i'(j bondg
- Lrdertakings

s ean of +hese documents i SUb 10 Slamp duuy based on 1+S g Pect fie
NEEYEe g legan  yeawyemeny -




=_Exempiion ryom  stamp duty.

* L& by nodfreamon has exempied the Tollowing amcigamalion from sp

l L |

Tyansfevoey co Paveny co cornmon _parrent co -
at eagy el leasH at leagy ar least
goj ¢ 9o S ¢ Jo . qo/.

4 7
Tovans fffY(’e Co - SLU)S\CMQM' co - E——.—-‘__ 52

* SG may fonew the notiflcaion oy
Choose 4o Lewy SD _ay Pev +he stadte
Policy

Case Law - _1i Taka pPhaymaceurcals N stade oF Maharashtra

conciusions -  An amadgamation undey an orden of court Uls 39u of the co-ACk
1956 i3 an inStyument under +he Bomboy stdmp A 9S8

- StOUEs ave wed  within +hefer JumiselUcHon when the 1evy  Stamp
Uty on Ingtevument of amaugamotkion -

- SD IS not levied on the geoss assers of the company . Ipsteacl
it 1S cacwased based on +he wauue of Undexteueing ¢ on going
concern basgis). The Neute o forr +his punPose IS uSuculy +he Neuue
ofF +he shaves owoted plug any othey considerarion pdud
CASSEXs - LiadbiiiHey)

— Defnidon - conNeyance - - [sec-zcaﬂ OF _Bombo Stoump AcCt 1958

(S

= Ccenveyance inciuce

“ 0 conveygance on scle
+ eNevy (nstoyumenty
+ ENeny decyee | Hnod ovdey OF couvt

o eNerny od el fnacle by HC vls 394 of co.ACt 1956 in ~espect of
AMmaiqg” of Companiey .




