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NAVI MUMBAI WICASA 2015-16 “People may come and people may go what stays is their legacy” Encomiums poured in for legendary architect Charles Correa following his death, and rightly so. His many stunning creations were discussed once over again and his genius marveled at. However, amid all this, we perhaps forgot the plight of one of his dreams - Navi Mumbai. Correa conceived the idea of Navi Mumbai and envisaged it to be one of the
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world's biggest and greatest cities. However, the way the city, initially meant to decongest Mumbai, has shaped up convinces me that it is anything but what
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Correa intended it to be. Navi Mumbai was built by CIDCO and Correa was it's chief architect for five years. Later, reportedly, other forces took over. Black Money – The spreading cancer 16



“When we are no longer able to change a situation - we are challenged to change ourselves” However, with time things have started to change for the city. Navi Mumbai is now poised at the next stage of transition, which is likely to be by way of expansion of its services sector. The city already has most key ingredients like good human capital, support infrastructure and land availability to become a strong service sector hub. Today, the city boasts of many additional economic anchors such as DAKC, Mind Space, Reliance Corporate Park and Siemens, to name a few. The only disappointment was CBD Belapur, which failed to attract the corporate sector from South Mumbai as initially envisaged. Today, CBD Belapur in fact faces huge competition from Bandra Kurla Complex (BKC) in Mumbai.



Read more at: http://www.moneycontrol.com/news/real-estate/navi-mumbai-
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Chairman’s Message Greetings to the Young students ! When I was selected as the Chairman of WICASA of the branch, with no previous experience of handling students’ activities, I was bit nervous. However, ‘youth’ being is such a vibrant subject, I felt excited to work with youth as it took me to my yester years. Once I took over the responsibility, I was very clear in my mind that as the chairman of WICASA I have to facilitate the activities of the students and help them to become the future leaders. The Institute has created this platform and funding the same and students should make the best use it. It was my duty to popularize this forum and encourage students to take benefit of the same. Whatever has been achieved is simply an illustration of this clarity of thought. The journey from forming of WICASA to this eventful year has been more than what I could dream of. The orientation program that was conducted at Lonavala, gave us a broad outline of the programs that can be done and grants related to them. The next step was to form a team of students and assign them the roles. Luckily we got an energetic team with full of ideas and zeal to work for their students community. The first thing was to make WICASA work autonomously and accountable to the funds at its disposal. We opened a bank account in the name of WICASA and started having budgets for



all the programs. We planned a lot and scheduled them and that was the reason we could achieve whatever we have done so far. Well planned thing is half done. It was so much so true that we could achieve much of programs as we had planned well in advance.



The motivational speakers seminar, the seminar on various subjects, the picnic, the sports day, the football match, the RRC and other events were quite effectively planned and executed. The students did stumble and fall many a occasions but that is the way to learn. Every such occasion was an opportunity of learning. One thing that I admire about this generation of youth is their affinity to technology. They have formed their own Whatsapp group and it is being used a disciplined platform to sort out the queries and discuss the matters of professional importance. SMS and emails were extensively used spread the awareness and broadcast the events, a new web-site created are just other glimpses of the passion for technology. It is an experience of a new a Finally I take this opportunity to thank my entire WICASA team who have stood by my side and helped to take WICASA to these heights. Their sacrifice and efforts are really laudable. I also thank my colleagues at Managing Committee who have guided, supported and helped with the activities of WICASA.
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Successful Events and upcoming events – At-A-Glance 1ST QUARTER



EVENT



DATE



May



Full day seminar on ‘ICDS – Income computation and Disclosure standards’ and ‘Motivation for students’



30.05.2015



May



Picnic for students to Aquamagica



31.05.2015



June



Badmintion and TT tournament



14.06.2015



June



Quiz competition



20.06.2015



June



Seminar on ‘Depreciation as per Schedule II of the Companies Act, 2013’



20.06.2015



June



Launch of an E – Study circle for CA students



23.06.2015



2ND QUARTER



EVENT



DATE



July



Seminar on ‘Capital Gains as per Income Tax Act, 1961’



25.07.2015



July



Elocution Competition for CA students



25.07.2015



August



Football Tournament for CA students



16.08.2015



3RD QUARTER



EVENT



DATE



October



Mock Tests for CA Final and IPCC students



04.10.2015 to 12.10.2015



November



RRC for CA students



25.11.2015 to 27.11.2015



December



CAPL jointly with Navi Mumbai Branch of WIRC (Cricket Tournament)



18.12.2015 to 19.12.2015



4TH QUARTER



UPCOMING EVENTS



DATE



January



Full day Seminar on ‘Assessment Procedures and Appellant Procedures under Income Tax Act, 1961’ and Mock Assessment Procedures under IT Act , 1961



16.01.2016



February



Full day Seminar on ‘ GST – Goods and Service Tax’ and other recent issues



06.02.2016



February



Double Wicket Cricket Tournament for CA students



13.02.2016
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GST : What is all this hype about? The GST is a long pending Indirect Tax reform which India has been waiting for and it is hoped to eliminate the creases in the existing Tax System. This comprehensive tax policy is expected to be one of the most important reforms in contributing to the India Growth Story. What ‘G’ ‘S’ ‘T’ – Tax



is – –



GST? Goods Services



GST is a value added tax to be levied on both goods and services (except for a list of exempted goods and services), at both the centre and state level (Central GST and State GST respectively). This is a single tax which will be levied on the product or service which is sold. This comprehensive tax covers all stages from manufacture to sale. The tax will be levied only on the value added at each stage of the life cycle. Need For GST Introduction of a GST to replace the existing multiple tax structures of Centre and State taxes is not only desirable but crucial in the emerging economic environment. Increasingly, services are used or consumed in production and distribution of goods and vice versa. Separate taxation of goods and services often requires splitting of transaction values into value of goods and services for taxation, which leads to greater complexities, administration and compliances costs. Integration of various taxes into a GST system would make it possible to give full credit for inputs taxes collected. GST, being a destination-based consumption tax based on VAT principle, would also greatly help in removing economic distortions and will help in development of a common national market. Model of GST The dual GST model proposed by the Authorized Committee and accepted by the Centre will have dual system for imposing the tax. GST shall have two components i.e. Central GST & State GST GST - Salient Features i.



It would be applicable to all transactions of goods and service.



ii.



It to be paid to the accounts of the Centre and the States separately.



iii.



GST will be levied on Import of goods and services into the country.



iv.



The rules for taking and utilization of credit for the Central GST and the State GST would ensure that Cross utilization of ITC between the Central GST and the State GST would not be allowed except in the case of inter-State supply of goods.



v.



The taxpayer would need to submit common format for periodical returns, to both the Central and to the concerned State GST authorities.



Taxable Person GST will cover all types of person carrying on business activities, i.e. manufacturer, job-worker, trader, importer, exporter, all types of service providers, etc. All the dealers/ business entities will have to pay both the types of taxes on all the transactions. A dealer must get registered under CGST as it will make him entitle to claim ITC of CGST thereby attracting buyers under B2B transactions. For eg : If a company is having four branches in four different states, all the four branches will be considered as Taxable Person under each jurisdiction of SGs.
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Subsuming of Existing Taxes The sub-summation should result in free flow of tax credit in intra and inter-State levels so that unrelated taxes, levies and fees are not be subsumed under GST.



ii.



consumption based on VAT principle and not at various points (from manufacturing to retail



Sr.No.



Subsumed under CGST



Subsumed under SGST



1



Central Excise Duty



VAT/Sales Tax



2



Additional Duties



3



Excise Duty-Medicinal and Toiletries Preparation Act



Excise



GST will be levied only at the final destination of



outlets). This will help in removing economic distortions and bring about development of a



common national market. Entertainment Tax (unless it is levied by iii. It will also help to build a transparent and Local Bodies) corruption-free tax administration. Presently, a tax is levied on when a finished product moves out Luxury Tax



from a factory, which is paid by the manufacturer,



and it is again levied at the retail outlet when sold. Taxes on Lottery, Betting & Gambling Benefits of GST Bill State Cesses and Surcharges (Supply of For the Centre and the States Goods and services) According to experts, by implementing the GST, India



4



Service Tax



5



Additional CVD



6



Special Additional Duty of Customs - 4% (SAD)



7



Surcharges & Cesses



Entry Tax in lieu ofwill gain $15 billion a year. This is because, it will promote more exports, create more employment Octroi opportunities and boost growth. It will divide the burden of tax between manufacturing and services.



Taxes that may or may not be subsumed There are few other indirect taxes that may or may not be subsumed under the GST regime as there is no consensus among States and Centre & States Purchase tax, Stamp Duty, Vehicle Tax, Electricity Duty, Other Entry taxes and Octroi.



For individuals and companies In the GST system, taxes for both Centre and State will be collected at the point of sale. Both will be charged on the manufacturing cost. Individuals will be benefited by this as prices are likely to come down and lower prices mean more consumption, and more



Advantages of GST Bill



consumption means more production, thereby helping Introduction of a GST is very much essential in the



in the growth of the companies.



emerging environment of the Indian economy. i.



There is no doubt that in production and



Items not under GST Alcohol, tobacco, petroleum products



distribution of goods, services are increasingly for goods and services, which is the present



Bottlenecks in the implementation of GST Though the Government wants the GST Bill to be



taxation system, requires division of transaction



implemented by April 2016, there are certain



values into value of goods and services for



bottlenecks which need to be taken care of before that:



taxation,



complications,



i. What preparations are needed at the level of



administration, including compliances costs. In



Central and State Governments for implementing



the GST system, when all the taxes are integrated,



the GST?



used or consumed and vice versa. Separate taxes



leading to



greater



it would make possible the taxation burden to be split equitably between manufacturing and services.



ii.



Whether the Government machinery is efficient enough for such an enormous change?
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iii. Whether the tax-payers are ready for such a change? iv. What will be the impact on the Government’s revenue? v.



How will the manufacturers, traders and ultimate consumers be affected?



vi. Will GST help the small entrepreneurs and small traders?



Conclusion A well designed destination-based value added tax on all goods and services is the most elegant method of eliminating distortions and taxing consumption. Under this structure, all different stages of production and distribution can be interpreted as a mere tax passthrough, and the tax essentially ‘sticks’ on final consumption within the taxing jurisdiction. A ‘flawless’ GST in the context of the federal structure which would optimize efficiency, equity and effectiveness. The ‘flawless’ GST is designed as a consumption type destination VAT based on invoicecredit method.



- Harshita Jain
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It all started somewhere in the month of April, when the WICASA committee for 2015-16 was finally elected. We had a few daunting tasks facing us before we could actually start conducting events. The major complication was to understand the grants system of ICAI. Amidst all this our task was to conduct an independent event by NAVI MUMBAI WICASA.



of doing all this on a honorarium basis given the fact that all the members are professionals in their individual capacities. This task of getting an approval was new for us and it took us a lot of time in understanding the process of seminar’s and other events. We saw this as an end to the newly formed WICASA committee. Since we had already collected money from the students, returning them would mean losing the confidence of the students forever. Entire team had almost lost hope.



After several discussions and back to back meetings, we decided to hold a full day Seminar on 30th May and Picnic to Aquamagica “We saw this as an end to on 31st May. These were the But, the Branch the newly formed WICASA first events came to our committee” planned by us. rescue at this We went hour of need and ahead with our plan with a budget helped us a lot in the process so for 50 students and made the that we could conduct 2 back to announcements for the same and back events successfully. started collecting money from the students. However, it so happened The picnic was a story in itself. As that we had somehow forgot part of our PR strategy, we had taking an approval from the Branch decided to create a whatsapp Committee and by the time we group for every event that we found out about this, we had conduct in order to connect with already collected money for 50 the students that take part. The students. countdown for the trip had begun in the whatsapp group since Now, the branch committee midnight and till the last moment consists of all CA members and this people were excited. In the end we committee basically works and did succeed in creating a connect orgnasises CPE Seminars and other between the students, we had activities related to the members. created a small mini family Also the administrative work on amongst ourselves and our journey behalf of the ICAI is handled by this had begun on a successful note. committee. They have a huge task - Nikhil Gupta
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Goa RRC The WICASA committee 2014-15 dreamt of conducting the first ever students RRC in Navi Mumbai. The plan was a very ambitious one but the committee was determined to achieve it. The plan was finalised and announcement was made for the students to register. However as fate would have it, not a single student registered for the event and it was a big flop. The term of the committee came to end, however the dream stayed on for the new committee. The task was a daunting one as the previous incident had affected the students confidence in WICASA and their ability to conduct such a big event successfully. After conducting some small events successfully, the confidence was high and we were geared up to conduct this event.



We had a self imposed target of 60 students for the event. It was difficult to achieve it but in the end somehow we were able to achieve it. Now, coming to the trip itself. The main aim that we had in mind was to give the students a memory to take back home and by the time this event concluded, I am sure everyone had some memory to take back home. ICAI has a vision to inculcate the growth of CA community from the grassroot level and WICASA events are a step towards that direction. The committee members who are also from among the students conduct all these events on a voluntary basis. This year we have been fortunate enough to have a committee which has been conducting events actively for the students. Hope this trend continues in the future and the students in Navi Mumbai and around benefit a lot from this in the future years.
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- Nikhil Gupta



WICASA



Prime Minister’s Foreign Visits – Does it matter really? While Chief Minister of Gujarat, and under sanction from Western states like the United States, Modi made several foreign trips to foster his business links with major Asian economic powers. This included meeting Japanese Prime Minister, Shinzo Abe twice in 2007 and 2012 and building a personal rapport. He also reached out for investment deals with China and Israel, who sought to increase economic ties beyond defense and agriculture, according to outgoing Israeli Ambassador Alon Ushpiz. He was widely appreciated for his endeavour to organise Vibrant Gujarat, a biannual international business summit, to welcome investment in his home state which also helped build a pro-development and business friendly image. The question that troubles the common man today is, Why is Narendra Modi making foreign visits?? What is the benefit that we get from it?? The answer to the question lies within the outcomes that these foreign visits have been able to yield for our country.  $35 billion investment by Japan over a period of 5 years and along with it their expertise in making bullet train.  Israel inks $5 million deal for Joint Educational Research programme  Airbus to increase outsourcing in India from 400 million euros to 2 billion euros and many more These are just some of the achievements that we have got from the visits, the list can go on for the next few pages. The information obtained by a Delhi based RTI activist in the month of September for the expenditure incurred on foreign visits between June 2014 to June 2015 revealed some shocking numbers. In all, India spent over Rs 41.1 crore approximately for the PM’s foreign visits during the period. But, as a common man wonders or thinks what has he actually obtained from all of this. The companies investing money in India will make profits and they will be the ones benefitting from this. The biggest complain that people have with the Govt is that they are not able to see anything on the ground level.



Let us take a look from the viewpoint of the common man: India as a country has always been facing acute shortage of energy. The energy consumption in India is the fourth largest after China, USA and Russia. India does not possess sufficient energy resources to cater to either current or future requirement.  India has signed an agreement with Bhutan for the construction of 1 hydro electric plant. India will get the lion’s share of the energy generated from this plant.  India will construct 2 electricity power plant in Nepal. Again India will obtain a share from these plants. These are just some small steps towards a greater goal. The recent agreement in Paris wherein around 200 countries have agreed to shift the focus from fossil fuel driven economies towards renewable sources of economy. The Indian delegate was able to influence the developed nations to take up more responsibility for climate change and share the technology of using cleaner and greener energy with us, all because of the rapport and strong foreign policy of the new Govt. Clean energy directly affects and benefits our health and there is nothing in this world that is above our health. The direct benefits will be seen by the common man when the atmosphere in which he lives becomes more clean, when he is able to afford solar vehicles and solar walls for his houses etc. That being said, the main argument put forward by the critics was when the nation is in trouble, farmers are committing suicides, chennai is drowning the Prime Minister must not do foreign visits. They also want him to answer on questions of intolerance raised by some influential people. We need to understand the fact that we have elected a human being as our Prime Minister. While we expect him to deliver upon everything, in reality there will always be some flaws left.
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While the Prime Minister should have more openly come out to the rescue of the Indian farmers, we must not forget that at least the Govt did not use it as a photo – op instead. We are part of a federal system of Governance and this support should have come from the State Governments. The role of Central Governments at best, in these scenarios could be providing funds to the states for relief work. However, it is difficult to explain everything to a nation of 1.2 billion people and there will always be people not happy with things. In particular, the first major outcome that everyone is seeing is the Japan’s bid for first bullet train in India. Japan has agreed to share the technology and build India's first high speed rail network between Mumbai and Ahmedabad. Japan has also offered a loan of Rs 98,000 crore for the same by way of soft loans payable over a period of 50 years. What advantage does Japan get from it?? Interest rates in Japan are almost zero, so offering a loan at less than 1% to India is not such a bad deal for them. On top of that, the structuring of deal is such that they will not be paying this loan in cash to India. Instead the loan will come in kind i.e. to say they will build the bullet train and instead of taking money in return from us, they will be converting the same into a loan.



Another ambitious project of India is the ‘Make in India' concept and this project cannot achieve success in true sense without the participation of the entire world. The first major step in this direction has also come from Japan. The first movers in this direction were the Japanese domestic investors. They have showed great interest in making investments in India after PM Modi's visit to Japan where he met the local people personally. Both India and China have been growing at an extra ordinary rate in the past decade. However, China has been the world's darling when it came to investment destination. It came to be known as the World's factory soon after. India could have also achieved the same had the foreign policy been stronger for the country. However, the image of India in the eyes of the world was quite different. Things that give evidence to this fact are the Walmart case, the helicopter deals and other foreign deals where the world dumped their sub-standard products on India by bribing the top officials.



How does India benefit?? Japan built the first bullet train in the year 1964, since then they have been operating the bullet train for more than 50 years and not a single person has ever died in a bullet train accident. This same technology will be shared with India which is more or less the Six sigma approach.



But the back to back visits of foreign countries have shown the intent to the world and now the outlook has changed drastically. In a period when China is experiencing slow down and the entire world is looking to divert their funds, India has emerged as a bright spot among the EM's. However, there is not much evidence of this on the ground level as the world has once burnt their hand and have lost a lot of money in scams and frauds. But, they are now watching the policymakers with intent. They are watching whether the promised reforms are just on the paper or whether the Govt will hold true on its promises and get them enacted.



Bullet train will reduce the almost 10-11 hour journey between Mumbai and Ahmedabad to a 2 hour ride. The advantage of faster mode of transportation should be well understood by now if we compare bullock carts to the fast moving cars that we have now. No doubt, it is a great advantage. Time is of essence to the business community and the aviation industry cannot handle the influx alone. High speed rail network will also reduce the current pressure on Indian railways and who knows you might still get a normal ticket in sleeper class without having to pay the agents.



This is the question of the hour, is the Govt capable enough to get the important legislations cleared by the Parliament. The opposition has a strong foot in Rajya Sabha and they will do everything in their power to achieve their vested interests. When a student misbehaves in a class, the teacher has the power to take measures in order discipline him. It is not the same with the Parliament, the elected representatives need to understand that every hour that they waste, this country suffers, every hour costs us crores of rupees and maybe this all will cost the country its future. - Nikhil Gupta
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Importance of Bond Market Just like companies issues debentures to public to raise money at a predetermined rate(sometimes it can be floating e.g. libor + 1%), government and public sector units raise monies by issue of bonds. The bond market is a place where government, state and public sector units gets the funds needed for development and long term infrastructure or other projects. Here, the cash flows are constant. Purchasers of bonds receive periodic interest payments, called coupon payments, until maturity at which time they receive the redemption value of the bond and the last coupon payment. Investment in bonds is generally considered safe as it is backed by government guarantee. Even our Income Tax Act, 1961 provides exemption if invested in bonds.(Eg. 54EC,80C). Banks are also required to invest in government bonds by RBI as they are considered to be a safe instrument. Bond markets are a veritable backbone for any economy. So, why is this bond market important? Why can’t it be allowed to fluctuate like our equity market?



There are many reasons. One of the reason is that interest rate or coupon rate on bonds determine the long term interest rate in the economy. Let’s understand this by an example. A country ‘X’ issues an Rs 100 face value bond with 10% interest rate redeemable after 20 years at par. The country at that time was in good state. Its exports were sufficient to fund the foreign outflows. However, after 2 years, the economy shrunk due to global factors. So, the share market started posting negative return. Money started to flow from equity market to bond market as it is safe instrument. However, since the no. of bonds available in the market is constant, their prices rose due to increased demand. The prices reached to a height of Rs 120. Now, when the investor receives interest, his return on investment will be Rs (10/120)x100 = 8.33%. Due to increased demand, the current yield on bonds has reduced from 10% to 8.33%. So, now when the ‘X’ will issue new bonds, it will issue at 8.33% as it is the rate of interest acceptable to the market. Similarly, when the market is bullish, everyone will be investing in the share market. The country, when issuing bonds has to keep the interest rate



WICASA



high or issue the bonds at discount. i.e. Issue Rs.100 face value bond with 10% interest rate redeemable after 20 years at Rs 80. When investor gets his interest payment, the return on investment will be Rs (10/80)x100 = 12.5%. The country is indirectly paying 12.5% interest at a coupon rate of 10%. Bond market is also helps to control inflation. If people are primarily investing in bonds, the funds available for corporate sector would be low thereby increasing rate of interest for borrowing. Now, this increased cost is passed on to the buyers in the form of increased sales price thus creating ripple effect in the economy thereby increasing the cost of other commodities and services. Bond market also helps to keep the tax rate low as it provides an alternate source of funding to the government. The problem with bond market comes with the indicator of default. If the investors feel that the government has borrowed way beyond the limit, they start to sell bonds there by reducing the prices of the bonds. If a Rs 100 face value bond with 10% interest is sold at Rs. 20 , then the investor buying the bond will have an return on investment of Rs (10/20)x100 = 50%. So, now when the government tries to get funds from the market via bond issue, it will have to pay a high interest rate of 50%.



The above scenario can be seen in case of listed company named Amtek Auto Limited which had a debt of more than Rs.6000 crore . Its share price plunged from a high if Rs 170 to a low of Rs 26 within a month due of fear of default on loans. So, the bond market is important as it helps to understand the health of the economy and also helps the government in planning future actions.



-Piyush Modi
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Sports initiative by WICASA This is my first year at WICASA and I chose to head the indoor and outdoor sports committee along with Vishal Mangal. To be accurate, the third WICASA activity and 1st Sports activity was Badminton and Table Tennis Tournament held on 14th June, 2015, Sunday. Low participation at the start made us fearful and we were also about to scrap of the event. But , taking the risk ahead and seeing the response on the day of the event left us overwhelmed and motivated to make the event a successful one. We had a good participation from boys squad more than girls. The referees were from within us, the committee as well as other fellow CA students. The tournament saw a participation from not only Navi Mumbai but also from as far as Thane and Mulund. The winners were awarded with trophies at the next WICASA event, at the elocution competition. Learning from the flaws of the 1st event, the WICASA was all set to successfully organize the Box-Football Tournament at the Inorbit Mall on 16th August, 2015. The event was pre-planned well a month. Right from getting sponsorship for the event to the fixing of the venue, everything went smoothly because of proper tournament. 17 football enthusiastic teams from the CA students fraternity participated with great zeal. The enthusiasm in the atmosphere filled us with energy. The event showcased a great talent, team spirit, sportsmanship as well as the awareness of sports and fitness among CA students. We are thankful to ICICI bank and CA Hardik Shah for sponsoring the event. The winners of



the tournament were from CVK and associates, Mulund. They were awarded with cash prices and certificates. The event left the WICASA encouraged to take up more such events even at larger scale for the CA students to give them a break from regular, routine life. Overall, I am thankful and grateful to CA Anatharam Rao Sir, for taking interest in our efforts and leading our ideas into reality. Afterall, without a motivated leader, this was not possible. I would also like to thank Nikhil Gupta, WICASA ViceChairman to always take initiatives and lead the committee on the right track. Cheers!!!



- Neha Bokilwar
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BLACK MONEY THE SPREADING CANCER



Black money is a cancer in our economic system, not yet terminal or life-threatening. But we do not have much time left, possibly only a decade, before the economic system starts to unravel and contort. There are three dimensions to this cancer. First, there is a distortion of investment priorities because acquiring luxuries with black money favours high-level investment in the luxury goods industries — there is a higher rate of return on investment. This is similar to the cellular disorder in the body of a cancer patient. Second, forward trading in agricultural commodities by cash-rich speculators causes fluctuations in prices due to hoarding of agricultural products. Third, generating black money with impunity means that the quality is sub-optimised in public sector infrastructural projects by tender manipulation, under- and over-invoicing in trade, and so on. The so-called Black Money Bill of 2015, passed recently by Parliament, is inadequate to secure the return of an estimated $1.5 trillion deposited illegally abroad by Indian citizens in about 90 countries. The statute is structured in a way that will ensure punishment for black money hoarders once the money is detected or admitted for amnesty, but has no provisions on how to bring back the money itself. Source of black money Indian corporates invariably under invoice their



exports and over invoice their imports from tax heaven countries such as



Singapore, UAE, Hong Kong, etc. Thus the promoters of the public limited companies who hold rarely more than 10% of share capital, earn black money abroad at the cost of majority share holders and tax income to the Indian government. Politicians, political parties and corrupt higher officials of government and its institutions take bribes from foreign companies and park/invest the money abroad in tax havens for transferring to India when needed. Many times locally earned bribes/funds/collections are also routed abroad through hawala channels for evading from Indian tax authorities and consequent legal implications. The Vodafone tax case is a glaring example where foreign multinational companies also evade tax payments in India by making transactions with shell companies registered in tax haven countries Round-tripping of black money The unlawfully acquired money kept abroad is routed back to India by round tripping processes. Round tripping involves getting the money out of one country, say India, sending it to a place like Mauritius and then, dressed up to look like foreign capital, sending it back home to earn tax-favoured profits. Foreign Direct Investment (FDI) is one of the legal channel to invest in Indian stock and financial markets. AInvestment in the Indian Stock Market through Participatory Notes (PNs) or Overseas Derivative Instruments (ODIs) is another way in which the black money generated by Indians is re-invested in India.
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Black money in Swiss banks In early 2011, several reports Indian media alleged Swiss Bankers Association officials to have said that the largest depositors of illegal foreign money in Switzerland are Indian. According to White Paper on Black Money in India report, published in May 2012, Swiss National Bank estimates that the total amount of deposits in all Swiss banks, at the end of 2010, by citizens of India were CHF 1.95 billion (INR 92.95 billion, US$2.1 billion). The Swiss Ministry of External Affairs has confirmed these figures upon request for information by the Indian Ministry of External Affairs. This amount is about 700 fold less than the alleged $1.4 trillion in some media reports SIT on black money Noted jurist and former law minister Ram Jethmalani along with many other well known citizens filed a Writ Petition (Civil) No. 176 of 2009 in the Supreme Court of India seeking the court's directions to help bring back black money stashed in tax havens broad and initiate efforts to strengthen the governance framework to prevent further creation of black money. The SC on 4 July 2011, ordered the appointment of a Special Investigating Team (SIT) headed by former SC judge BP Jeevan Reddy to act as a watch dog and monitor investigations dealing with the black money. This body would report to the SC directly and no other agency will be involved in this. The two judge bench observed that the failure of the government to control the phenomenon of black money is an indication of weakness and softness of the government. Recent Developments In April 2014, Indian Government disclosed to the Supreme Court the names of 26 people who had accounts in banks in Liechtenstein, as revealed to India by German authorities. On 27 October 2014, Indian Government submitted name of three people in an affidavit to the Supreme Court who have black money account in foreign countries. But on the very next day, Supreme Court of India orders centre Government to reveal all the names of black money account holders which they had received from various countries like Germany. The honorable bench of the Supreme court also asked



the Centre not to indulge in any kind of probe rather just pass the names to them and Supreme court will pass the order for further probe. Following the order, Government of India submitted the names of 627 people in the Supreme Court of India in a sealed envelope on 29 October 2014. On 12th May 2015, Ram Jethmalani attacked Modi Government for failing to bring back the Black money as was promised before Election. On 2nd Nov 2015, HSBC whistleblower Herve Falciani said he is willing to "cooperate" with the Indian investigative agencies in black money probe but would need "protection".Prashant Bhushan and Yogendra Yadav furnished a letter written by Falciani in 21 Aug 2015, to Justice (retd) M B Shah, who is heading the SIT on black money. Proposals to prevent Indian black money Reducing disincentives against voluntary compliance Excessive tax rates increase black money and tax evasion. When tax rates approach 100 per cent, tax revenues approach zero, because higher is the incentive for tax evasion and greater the propensity to generate black money. The report finds that punitive taxes create an economic environment where economic agents are not left with any incentive to produce. Another cause of black money, the report finds is the high transaction costs associated with compliance with the law. complicated regulations are



Opaque and other major



disincentive that hinders compliance and pushes people towards underground economy and creation of black money. Compliance burden includes excessive need for compliance time, as well as excessive resources to comply. Lower taxes and simpler compliance process reduces black money, suggests the white paper.
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Banking transaction tax Baba Ramdev also known as Yoga guru outlined his policy prescription that involves replacement of most direct and indirect levies with a banking transaction tax and de-monetisation of currency notes of Rs 500 and Rs 1,000 to help prevent Indian black money, ease inflation, improve employment generation and also lower corruption. Economic liberalisation The report suggests that non-tariff barriers to economic activity such as permits and licences, long delays in getting approvals from government agencies are an incentive to proceed with underground economy and hide black money. Reforms in vulnerable sectors of the economy Certain vulnerable sectors of Indian economy are more prone to underground economy and black money than others. These sectors need systematic reforms. As example, the report offers gold trading, which was one of the major sources of black money generation and even crime prior to the reforms induced in that sector. The real estate sector in India constitutes about 11 per cent of its GDP. Investment in property is a common means of parking unaccounted money and a large number of transactions in real estate are not reported or are under-reported. This is mainly on account of very high levels of property transaction taxes, commonly in the form of stamp duty. Other sectors of Indian economy needing reform, as identified by the report, include equity trading market, mining permits, bullion and non-profit organisations. Creating effective credible deterrence Effective and credible deterrence is necessary in combination with reforms, transparency, simple processes, elimination of bureaucracy and discretionary regulations. Supportive measures Along with deterrence, the report suggests public awareness initiatives must be launched. Public support for reforms and compliance are necessary



for long term solution to black money. In addition, financial auditors of companies have to be made more accountable for distortions and lapses. The report suggests Whistleblower laws must be strengthened to encourage reporting and tax recovery. Amnesty Amnesty programmes have been proposed to encourage voluntary disclosure by tax evaders. These voluntary schemes have been criticized on the grounds that they provide a premium on dishonesty and are unfair to honest taxpayers, as well as for their failure to achieve the objective of unearthing undisclosed money. The report suggests that such amnesty programmes can not be an effective and lasting solution, nor one that is routine. International enforcement India has Double Tax Avoidance Agreements with 82 nations, including all popular tax haven countries. Of these, India has expanded agreements with 30 countries which requires mutual effort to collect taxes on behalf of each other, if a citizen attempts to hide black money in the other country. The report suggests that the Agreements be expanded to other countries as well to help with enforcement. Tax Information Exchange Agreements To curb black money, India has signed TIEA with 13 countries -Gibraltar, Bahamas, Bermuda, the British Virgin Islands, the Isle of Man, the Cayman Islands, Jersey, Liberia, Monaco, Macau, Argentina, Guernsey and Bahrain - where money is believed to have been stashed away. India and Switzerland, claims a report, have agreed to allow India to routinely obtain banking information about Indians in Switzerland from 1 April 2011. In June 2014, the Finance Minister Arun Jaitely on behalf of the Indian government requested the Swiss Government to hand over all the bank details and names of Indians having unaccounted money in Swiss banks.
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