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Become a Student Member of The Chamber of Tax Consultants

What are the initiatives/programs organised by the Chamber for Students?

Webinar on
technical topics of
practical
importance

CA Student National level
Orientation Tax Moot Court
Programme Competition

Legal Practice Dastur Debate The Dastur Essay
Orientation Course Competition Competition

Entertainment
programs for rising
talent including
Musical Night

Inter-firm Football
Industrial visits and Cricket
tournaments

What are the benefits of becoming a student member of the Chamber?

Free Annual
subscription to the
students' quarterly e-
journal - Jignyasa
Free Annual
Development subscription to e-

beyond academics version of The
Chambers Journal
g

.’ Regular updates on

activities of the
Chamber and the
Student Committee
of the Chamber

Networking
opportunities

Special discounts on
select member
events

Who can become a Student Member?
Any person, who:

4 has completed 18 years of age;
v is not otherwise eligible to be a member of the Chamber;
v is pursuing his/her education as a student and has enrolled as a student of Law, Chartered

Accountancy, Cost and Management Accountancy, Company Secretary, Chartered Financial Analysts,
Business Management or Management Accountancy or Masters in Commerce or such other course
approved for this purpose by the Managing Council shall be eligible to be a Student Member.

What are the fees for becoming a Student Member?
The fees for becoming a student member is merely Rs. 590/- [Rs. 500/- + Rs. 90 (GST @ 18%)]

How can one enroll as a Student Member?

You may download the membership form using the below mentioned link
Link : https://rb.gy/rw3xde

You can also get in touch with the Chamber's office at:
Address : 3, Rewa Chambers, Ground Floor, 31, New Marine Lines, Mumbai 400 020

Email : office@ctconline.org

For any queries, you can also get in touch with Mr. Hitesh Shah (Manager) at:
Mobile : 7977258507

www.ctconline.org
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POLICY FOR CONTRIBUTION
OF ARTICLES FOR JIGNYASA

Who can contribute?

The Student Members of The Chamber of Tax Consultants shall be allowed to contribute
articles to the students’ e-journal “Jignyasa”

For which columns shall contributions be accepted?

Every issue of Jignyasa shall have the following four columns for contributions from

students:

1. Information Technology

2. Current topics related to the profession

3. SOP on subjects that are related to upcoming due dates

4, A general topic that is relevant to the student members of the Chamber

What is the selection process of the article for publishing?
The selection of the articles to be published shall be based on the following parameters:

1. The topics should be relevant to the Students Members of the Chamber covering
the various areas of practice.

2. The Article to be published should be original and must adhere to strict originality
guidelines of the Chamber. A declaration to this effect should be submitted to the
Chamber.

3. Subjects related to current topics or subjects which are related to the due dates
falling in the next quarter shall be given preference.

What are the technical requirements for the article?

1. The article should contain an executive summary of around 100 words.
2. The list of references should be submitted at the end of the article.

3. A photograph of the author should be provided along with the article.

4. The article should be shared only in word format. No other format shall be accepted.

Learning Today ... Leading Tomorrow




5. There is no specific restriction on the number of words for the article, but preference
shall be given to a well written, the most technically correct, complete and concise
article.

What is the review process?

The student is advised to approach a member of the Chamber to be his/her mentor for
the article. If the interested student cannot find a mentor, the committee shall help him/
her approach the members.

Each article shall then be forwarded to an expert for vetting and verification.

The article post vetting and verification shall be forwarded to the author with suggestive
changes. Once approved by the author, the amended article shall be forwarded for
publishing.

The articles received which are not published in the current issue of Jignyasa shall be
parked in the Chamber’s locker for the next issue.

Articles that are not found suitable for publication, communication to the Author of the
article shall be made to that effect.

www.ctconline.org
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From the President

Dear Students,

I am extremely delighted as I connect with all of you for the last time as the President
of this great institution, The Chamber of Tax Consultants through this loved publication
“Jignyasa”. The new team under the able President elect Shri Parag Ved will take charge
of the affairs of the Chamber from 4th of July, 2022 on completion of the 95th Annual
General Meeting. It has been a great pleasure for me to communicate with all of you,
the future stars of the profession over the period of last one year. The year 2021-22
has passed in blink of an eye and now it'’s the time for me to convey my good bye to
all of you.

Students are the future of the profession and therefore the Chamber had always
considered the interests of Students at heart. In this last one year, the Students
Committee, under very energetic and committed leadership of CA Vitang Shah has made
an honest attempt to provide with best of the educational programs to all the students.
I am sure, you all will vouch the success of the activities of the committee. Various
initiatives taken by the committee has ensured that the students are provided with the
best of the opportunities to not only sharpen their skills on educational areas but also in
extra-curricular activities. I express my sincere gratitude to CA Vitang Shah and all his
team members to make this year a happening and memorable year not only for all the
students but also for me as the President of the Chamber. I am pleased to note that
Vitang is going to continue as the Chairman of this vibrant committee of the Chamber.
I wish him and the new team even greater success in the ensuing year.

The major events of the Committee viz, the Debate Competition, the Essay competition
and the National Moot Court Competition have all been carried out in a very seamless
manner during the year. We have seen best of the talents of the students during the
National Moot Court Competition which was held on 5th June and 18th June this year.
The quality of arguments which the participants have put up and the conviction with
which the points were made out are really inspiring. The arguments were found to
be effective by not only professionals but also by the Hon. Members of the Income-
tax Appellate Tribunal who judged the semi-final rounds of the competition. If semi-
finals were impressive, final round was certainly one stage up befitting the final round.
Shri Nitin Borkar, Hon’ble Justice of Bombay High Court and Shri Pramod Kumar, Hon’ble
Vice President of the Income-tax Tribunal judged the final round and both of them have
expressed a complete sense of satisfaction for the qualitative way of presentation by the
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students. With such quality being displayed by the young students, I am confident that
the future of tax profession in India is more than secured in your worthy hands.

While arguments in court, i.e. the skill of oral communication, is one of the aspects of a
successful professional, one cannot undermine the relevance of the writing skill reflecting
the written communication amongst students. With the idea of enabling the students
to develop their writing skill in the optimum manner, the Chamber has been holding
the Dastur Essay Competition for past many years. This year also the response to the
Essay Competition has been encouraging and we are awaiting the final results before
the Annual General Meeting. The winners will be announced and felicitated at the Annual
General Meeting to be held on 4th July, 2022. I am sure that the talent displayed by
the students in the written form of communication will also be something to be proud of.

The busy work season for the Tax Return filing and Audit is staring at our faces and
I am sure that all of you will be very eager to participate in this work season with
absolute enthusiasm and absolute commitment. This is an opportunity for you to learn
the tricks of the trade. The theoretical education which you all are acquiring during your
curriculum needs to be applied in a practical manner. Please consider this season as
an opportunity to learn rather than carrying a feeling as to why should I as a student
worry so much about the office assignment when I am going to receive a paltry sum as
stipend? Such feeling will deprive you of the opportunity to learn under the guidance
of your seniors and principles. Please remember that these are your formidable years
of sharpening your skills to the level that when you join the profession post qualifying,
you are absolutely prepared to handle the toughest of the work assignments. The tilling
of land which is being done today is bound to give you the best of the crops when
you turn professional and start the real life action. I wish you all the very best in this
learning season. The Chamber on its part will certainly have few educational programs for
which the announcements will be soon made. Take the best of the advantages of these
programs and participate with zeal to ensure success for you in future.

While as the President, I have many people to thank for the pleasant experience over the
last year, in this communication I would confine myself to the activities of the Students
Committee during the year. When we speak about the activities of this committee, we
must put our sincere appreciation and gratitude to Senior Advocate and Past President
Shri S. E. Dastur on records. He has got the welfare of students at his heart and has
been supporting the activities of this committee in a selfless manner. He puts his heart
and soul in all the activities of the committee and whenever we seek his guidance, the
same is always available with a smile. The Chamber shall always remain indebted to
Shri Dastur Sir for all his kind gestures. We wish him the best of the health and pray
to Almighty that he keeps on blessing us for years to come.

The present issue of the Journal again has vast coverage and I am sure that each one
of you will be able to relate yourself with one or the other articles. I express my sincere
gratitude to all the student authors and also the mentors for their immense contribution.
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I would like to rest this last communication with you all on a philosophical note. I am a
staunch believer in the theory of Karma and therefore would like to end with the most
appropriate Verse from Shrimad Bhagwad Gita :

“"Karmanye vadhikaraste Ma Phaleshu Kadachana,
Ma Karmaphalaheturbhurma Te Sangostvakarmani”

This verse is capable of taking away all our difficulties in all times to come. Let us
promise to ourselves that we will do our Karmas with absolute commitment and pure
intentions. If we do that, the Lord has promised to take care of the results and will have
to stand by us in all the situations. Please try to follow this in your life and the results
will be nothing but magical. Once again wishing you all a great student life and even
better life as a successful professional of the country.

May God bless all of you with all the best things in life and fulfil all your dreams.
Yours sincerely,

CA Ketan Vajani
President

www.ctconline.org
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Chaivman’s Message

Dear Students,

It is always a happy moment while connecting with you’ll through
‘Jignyasa’.

It is now that time of the year wherein many professionals are heard saying ‘Time Nahi
Hai’. It's the annual returns filing season (period). It is during these taxing months
that a Student has to devote maximum time to work. During the past few years, there
has been extensions provided by the government authorities on extensions in deadlines
for filing of returns due to reasons like Covid-19 pandemic, launch of new income-tax
portal and the initial glitches faced thereon, etc. However, the government has made it
explicitly clear that they do not intend to provide any extension in deadline for filing
annual returns for the financial year 2021-22. With this knowledge, every professional
needs to channel their efforts towards conclusion of work in a time bound manner. It is
at this moment when everyone needs to manage their time in the most efficient manner
to conclude their work in timely manner.

People who do not have proper time-management generally end up with low-productivity,
pressured and stressed, less respected and less reliable and much more. It is said that,
essence of time management is a keys to a man’s success. Time Management starts with
planning your day before you start your day. It starts with being able to rank your tasks
daily on barometer of importance and relevance. One should concentrate and devote
their maximum time and efforts on the most-prioritized work and then work on the least
important work. This exercise needs to be done on a daily basis. The key to success is
also in being disciplined and following the practice daily. It should being a habit, a daily
routine and should be followed daily without any exterior influence, to yield the maximum
result from Time-Management.

Once, Time-Management is learnt and practiced, we will be able to see the following
results:

1. Improved Productivity and Efficiency:

It is a general tendency which we observe that maximum people file their returns
when the deadline is about to end. This shows that a person would generally not
bring an end to a work unless being forced with a deadline to complete it. So, if
one assigns a deadline to each and every work on hand and works on it based on
the priority scale, the work is concluded and in a timely manner. The efforts are
channeled in the most effective manner, based on priority.

2. Confidence:

With being able to conclude the work in a timely manner on a daily basis, one
tends to gain confidence, a morale booster, to shoulder more responsibilities, a
positive state of mind, being happy and stress free. This helps in a developing a
better personality for themselves.

Learning Today ... Leading Tomorrow




3. Being a Decision-Maker:

With the practice of prioritizing work daily, a person makes decision every time he
is faced with a challenge due to vibrant work dynamics and then re-channeling and
planning to achieve his updated prioritized work. This develops the most critical
leadership skill in a person.

4. \Work-Life Balance:

When one is able to complete his work in a timely manner, he can spare sufficient
time for personal life activities (which should be part of daily time-plan). Social Life
is very critical to a person’s work life. A person who is socially at peace tends to
be the most effective at work. A stress-free and a disciplined person can achieve
great heights and success in life.

So, let us all make Time-Management a part of our daily routine and be disciplined in
working on it. I am sure, we will then be able to achieve great heights and success in
our stress-free, productive and a happy life.

I would like to also thank our Now Past President of the Chamber - CA Ketan Vajani for
Leading a very successful and eventful year for the Chamber. It was a year of transition
from online mode to hybrid mode. Ketanbhai has shown us that we should believe in
putting our best efforts for any work and leave the results on Almighty, which always
gives you more than what you aim/expect. Ketanbhai has been very supportive of all the
activities of the Student Committee of the Chamber and acted as a perfect Mentor to me
to organize events for the benefits of students without any worry. I really must thank
him for all the support and guidance provided to the Committee. Best Wishes for him.

I also congratulate CA Parag S. Ved on being elected as the President of CTC for the
year 2022-23. Having worked with him for past 12 years, I can say without hesitation
that we have an eventful year ahead of us. His go-getter attitude, his management skills
and his love for the professionals and the Chamber will make this a successful year.

‘Jignyasa’, an e-journal ‘By the Students - For the Students’ provides opportunity to
Students to contribute articles on relevant topics. Hence, I would request all Students
to please reach out to me or the Chambers office if in case you intend to contribute
an article for the forthcoming editions of Jignyasa on topics in subjects like Direct tax,
Indirect Tax, legal updates, efficient use of technology, etc.

I must also thank all the Students, Moderators and the Editors for the Article
contributions for this edition of Jignyasa.

I would also like to congratulate all the newly qualified Chartered Accountants. I will
request you’'ll to join the Chamber as a regular member and take benefits of events
being organized for professionals on various topics. For students who could not clear the
exams, I wish them all the luck and offer once piece of advice i.e. this is not the end
of road. You must gather yourself, be motivated, be in a positive frame of mind and put
if your best efforts again. Your Dream will surely be achieved.

I hope to meet you’ll in person when we are able to organize physical events.
Till then, Stay Safe - Stay Healthy.

CA Vitang Shah
Chairman
Student Committee

www.ctconline.org
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FORTHCOMING PROGRAMMES

Webinar on Tax Audit and Income Tax Return
- Student Perspective

Tuesday, 16th August, Wednesday, 17th August and Thursday, 18th August, 2022
Time : 05.00 p.m. to 07.00 p.m.

Student Committee
Chairman: Vitang Shah | Vice-Chairperson: Charmi G. Shah, Niyati Mankad
Convenors : Charmi A. Shah, Viral Shah | Advisor: Ajay Singh

In the present scenario for the practicing professional, the responsibility has increased
manifold in terms of Auditing Functions. Cost of negligence is very high and You,
students are the initial executors for conducting Tax Audit. However, the questions that
arise are:

o Are you equipped to carry out Tax Audit?
o Do you understand the impact of Auditing Standards for carrying out Tax Audit?

o Are you able to co-relate the understanding of Income Tax while dealing with Tax
Audit?

Are you aware about the steps of caution while preparing proper working file for tax
audit?

Further, with various changes in Income Tax Return Forms, the webinar will address and
discuss the changes in the ITR Forms, practical difficulties and common errors that are
faced while filing the returns.

With this objective, the Students Committee of The Chamber of Tax Consultants is
pleased to announce a webinar on Tax Audit and Income Tax Returns - Students
Perspective.

Who should attend: Article Students, anyone who performs or wants to learn about
Tax Audit and file Income Tax Returns.

For Student Member of the Chamber NIL
For all other participants T 250/- + ¥ 45 (18% GST) = T 295/-

1 Session on Tax Audit (Basics of Form 3CD, documentation, | CA Yogesh Amal
uploading and filing of Tax Audit Report)

2 Session on Tax Audit (Basics of Form 3CD, documentation, | CA Chintan Gandhi
up-loading and filing of Tax Audit Report)

3 Income Tax Return - Recent Changes, Issues and Do’s | CA Charmi G. Shah
and Don’ts CA Ankit Sanghavi

Learning Today ... Leading Tomorrow




ESG and the Energy Sector

What is ESG?

“ESG" stands for Environment, Social and
Governance. Environmental reporting maps
an entity’s performance on sustainability
related factors. Disclosures under the
environment head typically cover emission
levels, waste management and water
consumption. Social reporting pertains
to disclosures regarding activities of the
entity focusing on welfare of the workers,
consumers and the community in general.
Governance disclosures entail disclosures
regarding an entity’s corporate governance
framework and internal mechanisms.

With climate change and global warming
taking place at unprecedented levels,
the world is compelled to face the fact
that, unless big corporations incorporate
sustainable practices, the future is bleak.
The purpose of ESG reporting is to
encourage investors to invest their money
in companies that are responsible and
sustainable towards the environment and
society. Such investments, would in turn,
be the stimulus for companies to improve
their performance towards environmental,
social and governance factors.

In 2018, India was the fastest growing
trillion-dollar economy in the world.
However, much of this growth did
not trickle down to the masses!. ESG

Shivali Shah

Megha Agarwal,
Advocate

disclosures aim to push the top 1000 listed
companies of the country to employ their
resources in ensuring the best for the
environment, their employees, investors
and society at large.

Evolution of ESG in India

In 2009, the Ministry of Corporate
Affairs issued the Corporate Voluntary
Guidelines. The intent of the aforesaid
guidelines was to encourage companies
to voluntary achieve higher standards
of governance. Subsequently, in 2011,
National Voluntary Guidelines on Social,
Environmental and Economic Responsibilities
of Business ("NVGs”) were released in
order to promote the concept of business
responsibility.

In 2012, the Securities and Exchange
Board of India made it mandatory for
the top 100 listed companies by market
capitalization to publish Business
Responsibility Reports ("BRR")2. BRR was
a disclosure requirement for companies to
disclose their responsible business practices.
BRR was issued based on the NVGs to
enable companies to align their practices
with ESG parameters3. However, the BRR
was merely a disclosure requirement which
did not mandate compliance with the NVGs.
Over time, the applicability of BRR was

1. REPORT OF THE HIGH LEVEL COMMITTEE ON CORPORATE SOCIAL RESPONSIBILITY 2018, Government
of India, Ministry of Corporate Affairs, August 2019.

2. Business Responsibility Reports, Securities and exchange Board of India, https://www.sebi.gov.in/legal/
circulars/nov-2015/format-for-business-responsibility-report-brr-_30954.html.

3. Business Responsibility Reports - Frequently Asked Questions (FAQs), BSE, https://www.bseindia.com/

downloads1/BRR_FAQs%?2010052013.pdf

www.ctconline.org
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extended, first to the top 500 companies
(in 2015) and then to the top 1000 (in
2019) by market capitalization.

In 2013, India enacted a new legislation
which introduced a provision on corporate
social responsibility. Section 135 of the
Companies Act, 2013 ("Companies Act”)
mandated expenditure towards corporate
social responsibility initiatives for certain
prescribed companies. Further, for the first
time, the fiduciary duties of directors were
codified by the introduction of Section
166 of the Companies Act. Section 166(2)
of the Companies Act, 2013 requires a
director of a company to inter alia “act
in good faith in order to promote the
objects of the company for the benefit of
its members as a whole, and in the best
interests of the company, its employees,
the shareholders, the community and for
the protection of environment.”

In 2021, the BRR was replaced by the
Business Responsibility and Sustainability
Report ("BRSR") The BRSR is mandatory
for the top 1000 listed companies from the
financial year 2022-23. This requirement
in expected to apply to more companies
in the future. The BRSR lays down a far
more comprehensive set of disclosure
requirements than the BRR did“.

The Energy Sector in India

India is now the world’s third largest
consumer of energy. Since 2000, India’s
energy use has doubled. In the near
future, India’s energy consumption is
expected to increase on account of rising
urbanization, purchase of new appliances
and the Government’s focus on rural
electrification. A majority of India’s energy
demand — around 80% — is met by

coal, oil and solid biomass. Of this, coal
is largest contributor. Solid biomass which
is largely fuelwood, makes up a small and
declining proportion, and is predominantly
used as a cooking fuel®.

The country is now the third largest
emitter of carbon dioxide in the world.
However, per capita emissions remain low.
In recent years, the issue of particulate
matter emissions and their impact on air
pollution have come into the forefront with
major cities and regions facing extremely
poor air quality.

Whilst coal, oil and biomass remain primary
sources of energy, it cannot be denied that
renewable sources of energy (especially
solar) are gaining prominence.

ESG vis a vis Energy Sector

Almost half of India’s greenhouse gas
emissions are from the energy sectors®.
Majority of these emissions come from coal
based power plants. For India to transition
to net-zero emissions, the energy sector
would have to undergo a paradigm shift
towards renewable sources of energy.

The BRSR requires companies to give
comprehensive details of their energy
consumption, emissions, water discharge
and waste management activities. Further,
companies are also required to disclose
their environmental impact assessments.
The BSSR should aid India’s steps towards
meeting the United Nations Sustainable
Development Goals.

However, reporting frameworks such as
the BSSR, would have little meaning in
reducing emissions if they are not coupled
with strict penalties on companies with
high emissions. The Ministry of Power has

4. Business Responsibility and Sustainability Report, Securities and Exchange Board of India, https://www.
sebi.gov.in/sebi_data/commondocs/may-2021/Business%20responsibility%20and%20sustainability%?20
reporting%20by%?20listed%20entitiesAnnexurel_p.PDF

5. India Energy Outlook 2021, https://www.iea.org/reports/india-energy-outlook-2021

6. https://economictimes.indiatimes.com/industry/renewables/india-can-cut-carbon-emissions-by-deploying-
renewables-gas-power-ge-gas-power/articleshow/86937533.cms
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repeatedly requested for extensions for
deadlines imposed by the Union Ministry of
Environment, Forest and Climate Change
for power plants adhering to emission
guidelines?. While the difficulty in striking
the balance between adequate power
supply and sustainability is fathomable, a
stricter regime is the need of the hour,
given the alarming rate of climate change.

Further, the energy sector, especially
coal, is responsible for creating lakhs of
jobs in the country both directly, and
indirectly. Coal mines particularly create
over 7.25 lakh direct mining jobs any many
more indirect jobs® Coal mining jobs are
particularly hazardous, and it is imperative
that companies strictly comply with the
law to ensure safety of the workers and
adequately compensate the workers and
their families in case of accidents. ESG
disclosures, if diligently complied with, will
ensure that companies are transparent
about their activities in ensuring the safety
of their workers.

The BRSR also requires the prescribed
companies to disclose any incidents relating
to workers’ safety and steps taken by the
company to ensure safety of workers.
Coal India Limited, India’s largest coal
company in their voluntary ESG report
of 2019-2020° disclosed the number of
fatalities and serious injuries suffered by
their workers and the activities undertaken
by them to ensure occupational health
and safety. Consistent disclosures by
companies on these parameters will allow
investors to judge whether steps taken by
the companies are adequate in ensuring
worker safety and whether companies are
prioritizing their security.

In order to improve their performance on
ESG parameters, energy companies could
inter alia consider the following action
items:

- Environmental: Investing in clean
fuel and renewable energy sources,
targeting net zero emissions, efficient
waste disposal, ensuring safe
discharge of water consumed for
generating energy.

- Social: Ensuring worker safety, fair
and equal remuneration for employees,
leadership diversity, ensuring safe
habitable conditions for communities
residing around their plants,
compliance with labor laws.

- Governance: Reporting transparency,
anti-corruption efforts, securing
interests of shareholder and investors.

However, as discussed earlier, disclosure
requirements by themselves will not
suffice for ensuring sustainable practices.
Companies would need to move away from
traditional fossil fuels to renewable energy
sources. This transition may be difficult and
take time but is a compelling need. The
energy crisis faced in the summer of 2022
made it clear that India is heavily reliant
on coal for its power supply'®. Further, with
the extent of employment created by this
sector, any transition would need to involve
reskilling of the labor force to ensure that
they are not hung out to dryit.

Way Forward

While the concept of ESG has been around
for a while, the introduction of the BRSR
has made the disclosure requirements more

7. https://www.downtoearth.org.in/news/pollution/polluting-coal-power-plants-may-get-blanket-20-year-

extension-of-compliance-deadlines-83022

8. https://www.ey.com/en_in/news/2022/04/strong-skill-action-plan-needed-to-transition-from-coal-to-

renewable-energy

9. https://www.coalindia.in/media/documents/ESG_Report_2019-20.pdf
10. https://www.downtoearth.org.in/blog/energy/india-s-growing-power-crisis-newer-efficient-plants-lying-idle-

may-have-role-to-play-82777

11. https://www.eco-business.com/news/indian-coal-mine-workers-fear-job-social-security-loss-amid-shift-to-

renewables/
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comprehensive and stricter. The impact of
these disclosures on companies required to
make them, the environment and society
in general will only be ascertainable with
time.

Presently, India’s ESG framework consists
primarily of disclosure requirements,
in addition to certain pre-existing legal
compliance requirements. For the ESG
disclosures to be a meaningful step towards
achieving a more sustainable future, the
current framework will have to be coupled
with policy and regulatory decisions to
make a real impact in the ESG space.

The purpose of these disclosures is majorly
to ensure more responsible investing by
investors. With a younger generation of
investors entering the field, focus on more
ethical investing may increase. Companies
are likely to carry out their operations in
an environmentally and socially conscious
manner if this directly benefits them from
an investment perspective. If the focus
on ESG continues and investors continue
to engage with it, companies will take
measures to improve their ESG indicators.

Veracity and authenticity of ESG
disclosures ought to be monitored
closely by the regulators to ensure that
ESG does not end up being an avenue
for “greenwashing” unethical actives of
companies!2, Further, a check must also
be kept on the methodology that several
ESG funds are using to evaluate companies
and characterize them as responsible
investments.

ESG disclosures will be ineffective in
ensuring sustainability if there is no
consequence regarding such disclosures. For
instance, a company could keep disclosing
high emission rates year after year. In
the absence of any penal action to keep
these emissions in check, the disclosures
would not help solve the real issue. Merely
relying on investor sentiment to encourage
companies to adopt ethical and sustainable
practices may not yield substantial results
soon, as majority of the investors are
likely to focus more on the profitability
of a company. With inflows into ESG
funds declining this year, it is evident that
depending only on an ‘investor approach’ to
encourage companies to improve their ESG
performance may not be enough?3,

From the perspective of the energy sector
in particular, the stakes are significantly
higher due to country’s dependence on
it for power. Further, the nature of the
industry is such that environmental and
social impact of their operations are more
severe than most other industries due to
factors such as the scale of their emissions
and number of people they employ. ESG
disclosures will be beneficial in ensuring
that the energy sector keeps a check
on its carbon footprint in check, ensures
employee wellbeing and overall growth.

Overall, the ESG disclosure requirement is
a step in the right direction. However, only
time will tell how much of an impact it has
in securing a more sustainable and ethical
future and how companies and investors
respond to it eventually.

12. https://www.forbes.com/sites/betsyatkins/2022/01/17/esg-environmental-social-

greenwashing/?sh=d2431074e313

13. https://www.thehindubusinessline.com/markets/investor-interest-in-esg-funds-wane/article65348015.ece
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The interplay between TDS
and TCS [section 206C(1H)
and section 194Q]

1. Concept

What is tax deducted at source?

Tax deducted at source ("TDS”) was
introduced to collect tax from the very
source of income.

A person (deductor) who is liable to
make payment of specified nature to
any other person (deductee) must
deduct tax at source and remit the
same into the account of the Central
Government.

The Government’s quest for data
collection drove it to introduce Tax
Collection at Source (TCS) for the sale

Dhruvi Zingade CA Subhash Bhide

of goods where the seller is entrusted
with the responsibility to collect
Income-tax. It is done to ensure the
deposit of tax with the tax authorities.
TCS is an additional amount collected
as tax by a seller of specified goods
from the buyer at the time of sale
over and above the same amount.

The government's intention in enacting
this law is to create a trail of high-
value transactions. Deduction of
income tax at source has become one
of the major tools in the hands of the
income tax department for collection
of income tax.

Deductor

The COMpPOny Or person L 2
that makas the poymeant
after deducting TDS

2,

qf_::l Deductee

g COmpQny or
person that recieves

tha ::.r:-r'rnr'-r'.'

2. Section 194Q was introduced in the
Budget of 2021-22 and has come
into effect from 1st July 2021.
Whereas, TCS under section 206C
(1H) was introduced in the Finance

www.ctconline.org

Act of 2020 which came into effect
from 1st October, 2020. Both sections
were brought under the purview
of Income Tax to ensure reporting
of all material purchase and sale
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transactions in 26AS thereby ensuring
the transactions being considered in
computation of taxable income.

What if the two sections overlap?

In case of transactions to which both
section 206C (1H) and section 194Q

apply, TDS is required to be deducted
under section 194Q.

However, the provisions of section
194Q do not apply in respect of
transactions where tax is collectible
under section 206C (except sub-
section (1H) thereof) of the Act.

3. In a nutshell, TCS and TDS can be diagrammatically explained as follows:

Does the purchase of
goods of

YES s
Lakhs in PY?

—— YES

TDS

194Q

Does the turnover
of the buyer of the
PY exceed Rs 10

()

TCS US
206C(IH)

4. Provisions of the law

Section Head

TDS on purchase of goods

TCS on sale of goods

Applicable to

Buyer/Purchaser

Seller

Applicable with effect from

1st July 2021

1st October 2020

<

>
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Particulars 194Q

206C (1H)

Point of taxation Payment or credit,
whichever is earlier

At the time of receipt

Applicability to advances TDS shall be deducted on |TCS shall be collected on

of BUYER should exceed

immediately preceding

Rs. 50 lakhs in P.Y.

advance payments made advance receipts
Rate 0.1% 0.1%
When PAN is not available |5% 1%
Threshold Turnover from the business |Turnover from the business

Rs. 10 crores during the Rs. 10 crores during the

financial year AND purchase |financial year AND sale
consideration must exceed |consideration received must

of SELLER should exceed

immediately preceding

exceed Rs. 50 lakhs in P.Y.

Circular 13 of 2021.

Not applicable to Non-resident buyer (unless |Non-resident — exemption
the purchase is connected |limited to consideration
to a PE in India) - CBDT received for supply of fuel

to foreign airline. CBDT
Circular 17 of 2020. An
alternate view that the TCS
provision in the first place
is not applicable to non-
resident is also possible.
However, for brevity the
same is not discussed.

Date of payment of TDS 7th day of the subsequent |7th day of the subsequent

seller/buyer

month month
Quarterly statement to be Form 26Q Form 27EQ
filed
Certificate to be issued to Form 16A Form 27D

Amount debited/credited to |Applicable
suspense account

No such provision

5. Given that the sections have been
introduced recently, there is a dearth
of primary material. The Government
has provided clarifications for the
convenience of taxpayers.

i. The CBDT vide Circular 13 of
2021, dated 30th June 2021
clarified that in case the GST

www.ctconline.org

component has been indicated
separately in the invoice, tax is to
be deducted under section 194Q
only on the amount credited in
the account of the seller without
including GST. However, Circular
13 of 2021 was silent on other
non-GST levies such as VAT,

excise duty, CST, etc.
»
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ii. The provisions of section 194Q
would not apply in relation to
transactions in securities and
commodities which are traded

through a recognized stock
exchange or transactions in
electricity, renewable energy

certificates, and energy-saving
certificates traded through power
exchanges.
iii. Further, section 194Q shall also
not be applicable in the case of a
non-resident buyer other than the

transactions connected with the
PE.

Section 194Q shall not be
applicable in the first year of
incorporation of a Company.

v. The turnover or gross receipts
of a Company from "“Profits and
Gains of Business or Profession”
must only be considered. Non-
business turnover must not be
considered.

The TDS or TCS shall be deducted on an amount exceeding INR 50 lakhs. The
following illustration would help better the understanding of the sections-

55 5

TCS

Seller

206C(1H) | Buyer Turnover

less than 10 Cr.

1

1 = 90 40

TDS

Seller’s Turnover
less than 10 Cr

Buyer 194Q

1

1 11 75 25

TDS

Exclusion
provided under
Sec 206C (1H)

Buyer 194Q

Way forward...

As tax deduction takes place
throughout the year, it ensures
a continuous cash flow to the
Government. It is a measure to
prevent tax evasion. It helps in
increasing the tax reach as it is
deducted at the time of payment itself
preventing the commission of fraud.

Information gathered from withholding
tax returns allows the Income -Tax
department to identify or track the
cases of both, non-reporting and

incorrect reporting of income. The
two sections provide a significant
refurbishment of TDS and TCS
provisions, which would help the
tax administration to create a
comprehensive repository of data.
However, in the era of automatic
exchange of information between
the income tax department and GST
department, whether such a provision
is required is a question mark and
discussion for another day.
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Exemptions under Capital Gains

Capital Gain tax arises on the sale of
capital asset by a taxpayer. The Income
Tax Act, 1961, has laid down a list of
exemptions under the head “Capital Gains”.
These provisions allow total or partial
exemption from Capital Gains and aid in
minimizing tax liability for an assessee.
However, a fundamental rule to bear in
mind is that exemption amount cannot
exceed the total amount of Capital
Gains itself.

Before we dive deeper into the provisions
laid down for each exemption, it is
important to understand the mechanism
of the CGAS Scheme, i.e., Capital Gain
Account Scheme. It is an option for the
taxpayers to temporarily park their funds
before making an investment in specified
assets as per the relevant section to claim
the capital gain exemption. The taxpayer
who has income from capital gains and
wants to reduce the capital gains tax by
making a specified investment has an
option to open a CGAS Account. In case
of inability of such taxpayer in utilising
the sale consideration for buying the new
asset before the due date of filing his/her
Income Tax Return, he/she must create
a CGAS Account and deposit the funds
in such account to claim the capital gain
exemption. The benefit of CGAS Scheme is
available for Section 54, 54B, 54D, 54EE,
54F, 54G, 54GA, and 54GB of the Income
Tax Act.

Following are the capital gain exemption
provisions covered under the Income Tax
Act:

www.ctconline.org
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Section 54: Sale of residential
house property by individuals &
HUFs

Eligible Assessee: Individuals and
HUFs

Nature of Eligible Asset: Long Term
Capital Asset

Eligible Asset being sold: Residential
house property being building and
land appurtenant thereto. It is
important to note that the property
transferred should be a residential
house property in order to attract the
provisions of this section

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should acquire one
residential h r rty in Indi

in order to avail exemption u/s 54.
However, if the long term capital
gain is upto INR 2 crores then the
assessee can acquire two residential
house properties within the prescribed
time limit. This benefit of purchasing
two house properties is available only
once in a lifetime.

Time Limit for purchase or
construction:

In case of purchase, the new house
property must be purchased within 1
year before or 2 years after the date
of transfer.
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In case of construction of new house
property, the construction must be
completed within 3 years from the
date of transfer.

Amount of exemption: The amount
of exemption is the lower of:

i) Amount of capital gain or

ii) Amount deposited in the CGAS
Account or the cost of new
asset acquired from the sale
consideration received on the
transfer upto the due date of filing
of return of income.

Lock-in period: The new asset
acquired from the sale consideration
should not be transferred before 3
years have expired from the date of
its purchase or construction. However,
if the asset is transferred before the
expiry of the lock-in period, then the
cost of acquisition of the new asset to
be considered during such subsequent
transfer has to be reduced by an
amount equal to the capital gain
earlier exempted to the assessee.

Section 54B - Sale of Agricultural
Land by individuals & HUFs

Eligible Assessee: Individuals and
HUFs

Nature of Eligible Asset: Long Term
Capital Asset or Short Term Capital
Asset

Eligible Asset being sold:
Agricultural land which has been used
by the individual or his parents or
HUF, for agricultural purpose during 2
years before the date of transfer

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should acquire another

ricultural land in India (rural or
urban) in order to avail exemption
u/s 54B.

Time Limit for purchase or
construction:

The agricultural land should be
purchased within 2 years from the
date of transfer.

Amount of exemption: The amount
of exemption is the lower of:

i)  Amount of capital gain or

ii) Amount deposited in the CGAS
Account or the cost of new
asset acquired from the sale
consideration received on the
transfer upto the due date of filing
of return of income.

Lock-in period: The new asset
acquired from the sale consideration
should not be transferred before 3
years have expired from the date of
its acquisition. However, if the asset
is transferred before the expiry of
the lock-in period, then the cost of
acquisition of the new asset to be
considered during such subsequent
transfer is reduced by an amount
equal to the capital gain earlier
exempted to the assessee.

Section 54D - Compulsory
Acquisition of Land and Building
used in an Industrial Undertaking

Eligible Assessee: Any person

Nature of Eligible Asset: Long Term
Capital Asset or Short Term Capital
Asset

Eligible transfer: Compulsory
acquisition of land or building which
was used by an assessee in the
business of industrial undertaking
during 2 years prior to the date of
transfer.

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should acquire new

land or buildings for the industrial
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undertaking in order to avail

exemption u/s 54D.

Time Limit for purchase or
construction:

The new asset should be purchased
within 3 years from the date of
receipt of compensation.

Amount of exemption: The amount
of exemption is lower of:

i) Amount of capital gain or

ii) Amount deposited in the CGAS
Account or the cost of new
asset acquired from the sale
consideration received on the
transfer upto the due date of filing
of return of income.

Lock-in period: The new asset
acquired from the sale consideration
should not be transferred before 3
years have expired from the date of
its purchase or construction. However,
if the asset is transferred before the
expiry of the lock-in period, then
the cost of acquisition of the new
asset to be considered during such
subsequent transfer is reduced by
an amount equal to the capital gain
earlier exempted to the assessee.

Section 54EC - Sale of Land or
Building or both by any Taxpayer

Eligible Assessee: Any person
Nature of Eligible Asset: Long

Term Capital Asset being any land or
building or both

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should acquire bonds

redeemable after 5 years issued by:

i) National Highway Authority of
India or

ii) Rural Electrification Corporation
Ltd. or

www.ctconline.org

iii) Power Finance Corporation Ltd. or

iv) Indian Railway Finance Corporation
Ltd.

Time Limit for purchase or
construction:

The new asset should be purchased
within 6 months from the date of
transfer of the original asset.

Amount of exemption: The amount
of exemption is the lower of:

i)  Amount of capital gain or
ii) INR 50 lakhs or

iii) The cost of new asset acquired
from the sale consideration
received on the transfer

It is pertinent to note that the CGAS
Account scheme relaxation is not
available for the purposes of this
section.

Lock-in period: The new asset
acquired from the sale consideration
should not be transferred before 5
years have expired from the date of
its acquisition. However, if the asset
is transferred before the expiry of the
lock-in period, then the previously
exempted long term capital gain
shall become taxable in the year of
transfer/conversion of the new asset.

Section 54F - Sale of Long Term
Capital Asset other than House
Property by Individual/HUF

Eligible Assessee: Individuals and
HUFs

Nature of Eligible Asset: Long Term
Capital Asset not being residential
house property

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should acquire one

other residential house in India in
order to avail exemption u/s 54F.

| 4




K T
Estd. 1926

AT I TAH,

The Chamber of
Tax Consultants

Time Limit for
construction:

purchase or

In case of purchase, the new house
property must be purchased within 1
year before or 2 years after the date
of transfer.

In case of construction of new house
property, the construction must be
completed within 3 years from the
date of transfer.

Amount of exemption: The amount
of exemption is calculated using the
formula:

Cost of New Property x (Capital
Gains on Transfer/Net Considerations
Received)

It is important to note that CGAS
Account scheme is available for all
assesses seeking relief under this
section.

Lock-in period The new asset
acquired from the sale consideration
should not be transferred before 3
years have expired from the date of
its purchase or construction. However,
if the asset is transferred before the
expiry of the lock-in period, then the
capital gain earlier exempted becomes
taxable in the previous year in which
the new asset is transferred and
treated as long term capital gain.

Section 54G - Sale of Plant,
Machinery, Land or Building to
shift Industrial Undertaking from
Urban to Rural area

Eligible Assessee: Any Person

Nature of Eligible Asset: Long Term
Capital Asset or Short Term Capital
Asset

Eligible Transfer: Transfer of plant
and machinery or land or building for
shifting industrial undertaking from
urban area to rural area.

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should

i) Purchase or construct new plant
machinery, lan r ildin
in such rural areas or

i) Shift original assets from urban
to rural area or

iii) Incur notified expenses

Time Limit for
construction:

purchase or

The purchase or construction of new
assets must be completed within 1
year before or 3 years after the date
of transfer.

Amount of exemption: The amount
of exemption is the lower of:

i)  Amount of capital gain or

ii) Amount deposited in the CGAS
Account or the cost of new
asset acquired from the sale
consideration received on the
transfer

Lock-in period: The new asset
acquired from the sale consideration
should not be transferred before 3
years have expired from the date
of its purchase or construction.
However, if the asset is transferred
before the expiry of the lock-in period,
then the cost of acquisition of the
new asset to be considered
during such subsequent transfer is
reduced by an amount equal to the
capital gain earlier exempted to the
assessee.

Section 54GA - Sale of Plant,
Machinery, Land or Building to
shift Industrial Undertaking to
Special Economic Zones (SEZ)

Eligible Assessee: Any Person
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Nature of Eligible Asset: Long Term
Capital Asset or Short Term Capital
Asset

Eligible Transfer: Transfer of plant
and machinery or land or building for
shifting industrial undertaking from
urban area to SEZ.

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should

i) Purchase or construct new plant
machinery, lan r ildin
in such SEZ or
ii) Shift original assets from urban
area to SEZ or
iii) Incur notified expenses

Time Limit for purchase or
construction:

The purchase or construction of new
assets must be completed within 1
year before or 3 years after the date
of transfer.

Amount of exemption: The amount
of exemption is the lower of:

i) Amount of capital gain or

ii) Amount deposited in the CGAS
Account or the cost of new
asset acquired from the sale
consideration received on the
transfer

Lock-in period: The new asset
acquired from the sale consideration
should not be transferred before 3
years have expired from the date of
its purchase or construction. However,
if the asset is transferred before the
expiry of the lock-in period, then
the cost of acquisition of the new
asset to be considered during such
subsequent transfer is reduced by
an amount equal to the capital gain
earlier exempted to the assessee.

www.ctconline.org

Section 54GB - Sale of Residential
House Property or Residential Plot
of Land by Individual or HUF

Eligible Assessee: Individuals and
HUFs

Nature of Eligible Asset: Long Term
Capital Asset

Eligible Asset being sold: Any
residential property (a house or a plot
of land)

New Assets to be purchased or
constructed in order to avail
exemption:

The assessee should subscribe to
. : f eliqibl
and the company must purchase
I : hi ithi
1l vear from the date of such

subscription in order to avail
exemption u/s 54GB.

Time Limit for purchase or
construction:

The shares should be subscribed upto
due date of return filing.

Amount of exemption: The amount
of exemption is calculated using the
formula:

Cost of New Asset x (Capital Gains on
Transfer/Net Considerations Received)

It is important to note that CGAS
Account scheme is available only for
corporate assesses seeking relief under
this section.

Lock-in period: The new asset
acquired (i.e., equity shares or plant &
machinery) should not be transferred
before 5 years have expired from the
date of subscription or acquisition.
However, if the asset is transferred
before the expiry of the lock-in period,
then the capital gain earlier exempted
becomes taxable in the previous year
in which the equity shares or plant &
machinery is transferred and treated
as long term capital gain.
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Important Case Laws

Havi

ng understood the provisions

regarding exemption under capital gains,

it is
impo

1.

important to gain insight into some
rtant case laws on the same.

C Aryama Sundaram [2018]
(Madras High Court)

Insight: Section 54 does not
mention that construction could not
have commenced before the date
of transfer of asset. Also, Section
54 does not contemplate that the
same money received from the
sale of residential house should
be used in the acquisition of new
residential house. Cost of purchase
of land and cost of construction of
residential house thereon incurred
by the assessee prior to transfer of
previously owned property will qualify
for exemption u/s 54.

Gita Duggal [2013] (Delhi High
Court)

Insight: Section 54 and 54F use
the expression “residential house”
and not “residential unit”. Both
the sections require the assessee
to acquire a residential house. The
only requirement is that it should
be used for residential purposes and
not commercial purposes. The fact
that the residential house consists
of several independent units cannot
restrict exemption u/s 54/54F.

Syed Ali Adil [2013] (Andhra
Pradesh High Court)

Insight: Where the assessee has
acquired two adjacent flats and he
had effected modification to make
them single by opening the door
between them, it was immaterial
that the flat was acquired from two
different sellers and two separate

sales deeds. Hence, both houses
shall be deemed to be single house
property for the purpose of section
54.

Gurnam Singh [2010] (Punjab and
Haryana High Court)

Insight: Exemption u/s 54B cannot be
denied solely on the ground that the
new agricultural land purchased is not
wholly owned by the assessee, as the
assessee’s son is a co-owner in the
sales deed.

Kamal Wahal [2013] (Delhi High
Court)

Insight: Having regard to the rule of
purposive construction and the object
and enactment of the section 54F,
exemption cannot be denied solely on
that ground that the new residential
house is purchased by the assessee
exclusively in the name of wife.

Ravinder Kumar Arora [2012]
(Delhi High Court)

Insight: Where a house property
is registered in joint names, the
exemption u/s 54F can be allowed
fully to the co-owner who has paid
the purchase consideration and it will
not be restricted to his share in the
house property.

Sambandam Udaykumar [2012]
(Karnataka High Court)

Insight: Exemption u/s 54F cannot be
denied in relation of investment made
in construction of a residential house,
on the ground that the construction
was not completed within three years
after the date on which the transfer
took place, on account of pendency
of certain finishing work like flooring,
electrical fittings, fittings of door
shutter, etc.
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V.S. Dempo Company Ltd. [2016]
(Honorable Supreme Court of
India)

Insight: Section 50 deems the
capital gains as STCG. It does not
change the nature of the asset held.
Section 54EC requires the nature of
the asset to be long term capital
asset not the gain to be long term
capital gain. It does not make any
distinction between depreciable and
non-depreciable assets. Hence, where
a depreciable asset was held for the
period required for qualifying as a
long term capital asset, assessee
shall be eligible for exemption u/s
54EC irrespective of the fact that the
resultant gain is a short term capital
gain.

Gauli Mahadevappa
(Karnataka High Court)

[2013]

Insight: Where the stamp duty value
u/s 50C has been adopted as the fair
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10.

value consideration, the reinvestment
made in the acquisition of a
residential property, which is in excess
of the actual net sale consideration,
can be considered for the purposes
of computation of exemption u/s 54F,
irrespective of the source of such
reinvestment.

Hindustan Unilever Limited [2010]
(Bombay High Court)

Insight: If the assessee has made the
payment for the purchase of eligible
bonds within 6 months from the
date of transfer, exemption u/s 54EC
cannot be denied merely because the
bond was allotted to the assessee
after the expiry of the six-month
period.
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Ethics of a Professional

Vaishali Lund CA Vishal H. Shah

Introduction

Consider a situation, a defence lawyer has
been appointed by the Hon’ble court to
defend the case of a terrorist who was
involved in Kkilling of thousands of people.
No person would, out of his own will and
in his complete senses ever want to defend
a person who has been charged with the
crime of killing people. However, the law
of our land very clearly defines the “right
to be heard” and “right to be defended”
of a person before he is convicted guilty.
Although, the law very righteously intends
to uphold these rights, it is indeed a
dilemma for the defending lawyer. Many
defending lawyers, face the wrath of their
family, friends and the society at large..
Even the family members and the friends
start questioning the defence lawyer and
blame him or her for bringing disrepute to
them.

The defence lawyer, is forced to think
whether practicing his profession is above
the act of humanity? Whether defending
a person who destroyed thousands of
families is the real test of his profession?
In the recent past, there have been
several petitions filed by lawyers to decline
to defend the cases of these criminals.
However, the Bar Council very expressly
mentions that “No lawyer shall request for
refusal of legal representation of unpopular
clients or an unpopular cause by a lawyer
on account of conflict of interest”. The
Bar Council states that “It shall be the
duty of an advocate fearlessly to uphold
the interests of his client by all fair and
honourable means without regard to any
unpleasant consequences to himself or any
other. He shall defend a person accused of
a crime regardless of his personal opinion
as to the guilt of the accused, bearing in
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mind that his loyalty is to the law which
requires that no man should be convicted
without adequate evidence”. In the words
of Lord Denning, “"No matter how great
or a rascal the man may be. No matter
how undeserving or unpopular his cause.
The barrister must defend him to the end
provided only that he is paid a proper fee
or in the case of a dock brief, a nominal
fee”.

Such ethics help a lawyer to rise above
his professional dilemma and choose what
governs his professional code of conduct.
Ethical guidelines are issued by every
professional body like the Indian Medical
Association, the Bar Council of India, the
Institute of Chartered Accountants of India,
etc.

Ethics involves systematizing, defending
and recommending concepts of right and
wrong behavior. Ethics refers to principles
such as honesty, morality and integrity.
In accounting, these principles are
established as a Code of Conduct that is
set by governing bodies. While the ethics
code varies by each country, the basic
rules remain the same. In Accounting,
ethics isn’t just a list of rules that needs
to be followed but it is inherent with
the profession itself. Every profession
is governed by strict code of conduct,
enshrining rigorous ethical and moral
obligations. Professional ethics consist of
personal, organizational and corporate
standards of behavior expected from
professionals.

The International Federation of Accountants
(IFAC), in its guidelines on Professional
Ethics for the Accountancy Profession, has
stated:

“"Persons who pursue a vocation in which
they offer their knowledge and skills in
the service of the affairs of others have
responsibilities and obligations to those
who rely on their work. An essential pre-
requisite for any group of such persons
is the acceptance and observance of
professional ethical standards regulating
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their relationship with clients, employers,
employees, fellow members of the group
and the public generally.”

A report of a Chartered Accountant, as a
professional, is looked upon by a variety of
stakeholders including shareholders, banks,
government, investors, employees, etc.
This creates a tremendous responsibility
of public interest on the broad shoulders
of the Chartered Accountants. The code of
ethics for Chartered Accountants is based
upon the Chartered Accountants Act, 1949,
the Chartered Accountants Regulations,
1988 and the Council General Guidelines,
2008.

The Institute of Chartered Accountants of
India (ICAI) is a statutory body established
under The Chartered Accountants Act,
1949 for the regulation of the profession
of Chartered Accountants in India. The
Council of ICAI is empowered to discharge
the provisions of the Act, and regulate
and maintain the standards of the
profession. In pursuance of this, ICAI has
established the Ethical Standards Board
(ESB) to function as standard setting body.
The Ethical Standards Board develops
and issues ethical standards and other
pronouncements for chartered accountants.
It works towards evolving a dynamic and
contemporary Code of Ethics and ethical
behavior for members while retaining
the long cherished ideals of "excellence,
independence, integrity’ as also to protect
the dignity and interests of the members.

The objective of Ethical Standards
Board is to set up ethical standards for
chartered accountants, converge with the
International best practices on ethics,
subject to local laws, thereby enhancing
the quality and consistency of services
provided by chartered accountants and
strengthening the public confidence in the
profession.

The Institute of Chartered Accountants of
India, had brought the first edition of the
Code of Ethics for members in November,
1963. Since then, the Code of Ethics has
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been constantly updated from time to
time to keep it relevant to the profession.
Most recently, the revised code of ethics
came into effect in 2020. Barring a few
provisions of Volume -1, the provisions of
the revised code of ethics came into effect
from O1st July, 2020.

The fundamental principles on which the
code of ethics is based are:

o Integrity

o Objectivity

o Professional competence and due care
o Confidentiality

o Professional behavior

The revised code of ethics is divided into
four parts, Part-1, Part-2, Part-3 and

Independence standards categorized into
Part 4A and Part 4B.

o Part - 1 - Complying with the code,
fundamental principles and conceptual
framework. It is applicable to all
professional accountants.

o Part - 2 - It is applicable to
Professional Accountants in service.

J Part - 3 - It is applicable to
Professional Accountants in public
practice

o Part 4A - Independence for audit and
review engagements.

J Part 4B - Independence for assurance
engagements other than audit and
review engagements.

o Glossary

OVERVIEW OF THE CODE
PART 1

COMPLYING WITH THE CODE, FUNDAMENTAL PRINCIPLES AND
CONCEPTUAL FRAMEWORK
(ALL PROFESSIONAL ACCOUNTANTS - SECTIONS 100 TO 199)

PART 2

PROFESSIONAL ACCOUNTANTS
IN Service
(SECTIONS 200 TO 299)
{PART 2 1S ALSO APPLICABLE TO
INDIVIDUAL PROFESSIONAL
ACCOUNTANTS IN PUBLIC PRACTICE
WHEN PERFORMING PROFESSIONAL
ACTIVITIES PURSUANT TO THEIR
RELATIONSHIP WITH THE FIRM)

PART 3

PROFESSIONAL ACCOUNTANTS
IN PUBLIC PRACTICE

(SECTIONS 300 T0 399)

INDEPENDENCE STANDARDS

(PARTS 4A AND 4B)
PART 4A — INDEPENDENCE FOR
AUDIT AND REVIEW ENGAGEMENTS
(SECTIONS 400 T0 899)
PART 4B - INDEPENDENCE FOR
ASSURANCE ENGAGEMENTS OTHER
THAN AUDIT AND REVIEW
ENGAGEMENTS

(SECTIONS 900 T0 999)

GLOSSARY
{ALL PROFESSIONAL ACCOU NTANTS)

Source: Page VII of the Revised Code of Ethics Volume-1-
https://resource.cdn.icai.org/55133CodeofEthics-2019.pdf
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The revised code of ethics, including
the Chartered Accountants Act, 1949,
the advertisement guidelines, website
guidelines etc. provide clarity on the
ethical dilemmas that may be faced by
Chartered Accountants while discharging
their professional obligations. Some of
the ethical dilemmas and solutions to
those, as enshrined in the revised code
of ethics, the Chartered Accountants Act,
1949, the advertisement and the website
guidelines are brought out through the
below independent illustrations:-

CA Mickey, has been approached by
the members of the company Comic
World Private Limited to act as the
statutory auditor of their company
for the financial year 2022-23. CA
Donald, was the statutory auditor
of the company earlier, however CA
Donald did not wish to continue as
the statutory auditor since he did not
find the assignment feasible for the
fees paid to him. CA Mickey is glad
to accept the assignment, however
he does not seem it necessary to
communicate his acceptance to CA
Donald, the previous auditor, since
according to him, CA Donald was
anyways not interested in the
assignment.

CA Mickey is guilty of professional
misconduct as per Clause (8) of
Part-I1 of the First Schedule to
the Chartered Accountants Act,
1949 which states that a chartered
accountant will be held guilty of
misconduct if he accepts a position
held by another Chartered Accountant
or a certified auditor who has been
issued certificate under the Restricted
Certificate Rules, 1932 without
first communicating with him in
writing. Another important point to
draw attention to is the fact that,
communicating with the previous
auditor is not only for professional
courtesy but it also provides an
opportunity to understand if there are
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any reasons whether professional or
not that may hinder the independence
or harm the interest of the auditor.

CA Minnie is a practicing Chartered
Accountant in a partnership firm. She
is looking for expanding the scope of
her practice. She is considering some
options like providing management
consultancy services, portfolio
management services, management
of NRI funds, providing collection or
agent recovery services, providing
training services to clients and their
employees on recent developments in
laws like GST, Income tax, companies
Act etc. The other partners object
that the services that CA Minnie is
planning to undertake are prohibited
to be undertaken by a practicing
Chartered Accountant. CA Minnie reads
the code of ethics and discovers the
following:

In exercise of authority granted under
Section 2(2)(iv) of the Chartered
Accountants Act, 1949, the Council
has passed a resolution permitting
Chartered Accountants in practice to
render entire range of “"Management
Consultancy and other services”
which include services like financial
management planning, budgeting
including capital budgets and revenue
budgets, preparing project reports
and feasibility studies, working capital
management, etc. The detailed list are
mentioned in the resolution passed by
the council.

However, the member is not permitted
to undertake such assignments like
management of NRI funds because
the same is not covered under
“Management Consultancy and other
services”. A Chartered Accountant
cannot provide Portfolio Management
Services also since explanation to
Clause (xix) of the definition of
“Management Consultancy and other
services” expressly bars the activities
of broking, underwriting and portfolio
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management. A Chartered Accountant
cannot work as a collection agent.
However, he can act as a recovery
consultant as provided in clause (xxv)
of ‘Management Consultancy and other
services’. As far as providing training
services are concerned, Chartered
Accountants in practice can provide
training services to their clients and
the employees of their clients.

Ayka Private Limited intends to
bring its Initial public offer in the
year 2022. CA Dora, a well - known
Chartered Accountant is one of the
directors on the board of Ayka Private
Limited. The company intends to
publish her expertise, specialization
and knowledge in the field of
corporate taxation and also refer her
as “The ultimate Tax - Guru” or “The
expert in taxation” in the prospectus
and other public announcements made
by company. CA Dora invites attention
of the other board members to Clause
(6) and (7) of Part -I of the first
schedule to the Chartered Accountants
Act, 1949. She mentions that although
inclusion of the name of the member
of the Institute in the prospectus
or public announcements does not
contravene the provisions, however
it is necessary to note that there
should not be any advertisement of
her professional attainments. In case,
after applying good judgement, it is
proved that inclusion of her name and
achievements led to direct or indirect
solicitation of clients for professional
work, then she would be held guilty
of misconduct as per the above
mentioned provisions. Further, use of
adjectives like “"The ultimate Tax Guru”
or “The expert in taxation” would
be a very clear case of professional
misconduct.

CA Arjun is a recently qualified
Chartered Accountant and also an
advocate. He wants to practice as

an advocate as well as continue his
Chartered Accountancy practice. He
is confused as to whether he can
practice as a Chartered Accountant
and Advocate both. He approaches CA
Krishna, who is a very experienced
Chartered Accountant regarding his
query. CA Krishna advises CA Arjun
that Council direction under Paragraph
2.14.1.7(v) under Clause (7) of Part-I
of the first schedule to the Chartered
Accountants Act, 1949 appearing in
Volume-II of Code of Ethics, prescribes
that a Chartered Accountant in
practice, who is otherwise eligible,
may practice as an Advocate subject
to the permission of the Bar Council,
but in such cases he should not use
designation ‘Chartered Accountant’ in
respect of the matters involving the
practice as an Advocate. In respect
of other matters, he should use the
designation ‘Chartered Accountant’
but he should not use the designation
‘Chartered Accountant’ and ‘Advocate’
simultaneously.

CA Smarty, a practicing Chartered
Accountant instructs Mr. Hopeful, a CA
articled clerk undergoing articleship
training under him, to complete the
KYC (Know your client) formalities
of a new client that intends to avail
the services of the firm. Mr. Hopeful
is not aware of the activity he is
supposed to do to in this assignment
and enquires the same from his
principal CA Smarty. CA Smarty
explains that members in practice
are required to abide by the Know
your client (KYC) norms which are
mandatory with effect from 01st
January, 2017. As per paragraph
R320.3 A6 of Volume-I of Code
of Ethics, professional accountants
while accepting engagement of attest
functions are required to comply with
the “Know Your client” (KYC) Norms of
the Institute, which are as below: -
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1. Where Client is an individual /
proprietor

A. General Information

v
v

v
v

Name of the Individual

PAN No. or Aadhar Card
No. of the Individual

Business Description

Copy of last Audited
Financial Statement

B. Engagement Information

v

Type of Engagement

2. Where Client is a Corporate

Entity

A. General Information

v

v

v

Name and Address of the
Entity

Business Description

Name of the Parent
Company in case of
Subsidiary

Copy of last Audited
Financial Statement

B. Engagement Information

v

Type of Engagement

C. Regulatory Information

v
v
v

v

3. Where

Company PAN No.
Company Identification No.

Directors’ Names &

Addresses
Directors’ Identification No.

Client is a Non-

Corporate Entity

A. General Information

v

v
v

www.ctconline.org

Name and Address of the
Entity

Copy of PAN No.

Business Description

name and

v Partners

addresses (alongwith
their P.A.N. and Aadhar
numbers)

v Copy of last Audited
Financial Statement

B. Engagement Information

v Type of Engagement

Explanation: “Attest
Functions” for this
purpose will include

services pertaining to
Audit, Review, Agreed
upon Procedures and
Compilation of Financial
Statements.

CA Ranbir, a practicing Chartered
Accountant was invited to news
show for an interview. During the
interview, he handed over his bio
data to the Chairperson that enlisted
his professional achievements, his
association with national and
international firms and his recognition
as an expert in the field of
international taxation. The chairperson
read out the said bio data during the
interview on national television. CA
Ranbir does not think of this to be
professional misconduct. However, it
was held that this act of CA Ranbir
has led to professional misconduct
on his part as per provisions of
Clause (6) of Part -1 of the
First Schedule to the Chartered
Accountants Act, 1949 which states
that a Chartered Accountant will
be held guilty of misconduct if he
solicits clients or professional work
either directly or indirectly by circular,
advertisement, personal communication
or interview or by any other means.

CA Tom, a Chartered Accountant
in practice wants to enter into a
partnership with his friend Mr. Jerry,
who is practicing Chartered Accountant
holding membership of Sydney,
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Australia chapter of the Institute of
Chartered Accountants of India for
sharing fees from partnership in India.
CA Tom is apprehensive as regards to
sharing of fees with a professional of
another foreign recognized professional
body.

As per Clause (4) of Part-I of the
First Schedule to the Chartered
Accountants Act, 1949, CA Tom
can enter into partnership for sharing
of fees with his friend Mr. Jerry who
is a professional holding membership
of foreign recognized professional
institute.

CA Rakhi, a practicing Chartered
Accountant, got married to CA Kunal.
They intended to practice their
profession together and accordingly CA
Rakhi formed a partnership with her
husband CA Kunal. They also created
a website for their firm wherein
the professional experience and the
services provided by their firm were
displayed. CA Rakhi wants to post
her full-page wedding picture with CA
Kunal on the website. CA Kunal is of
the opinion that, posting of wedding
photograph on their professional
website will render both of them guilty
of professional misconduct.

The opinion of CA Kunal is correct
since, Para 3.3.7 of the website
guidelines states that, a Chartered

Code of Ethics Volume-I

Accountant can display their
photograph on the website provided
that the photo is the passport size
and style photograph.

o M.A.D & Associates is a Chartered
Accountancy firm comprising of
three partners Mitesh, Aatish and
Dinesh. The firm is in the process
of accepting the branch audit of the
Mulund branch of the State Bank of
India. The partners, while discussing
the audit became aware of the fact
that Mitesh, a partner of the firm
has availed housing loan from the
Dadar branch of the State Bank of
India. The partners, after discussion
concluded that the firm cannot
undertake branch audit of a bank
branch if any partner has taken a loan
from any branch of the said bank. The
partners agreed on the guidelines that
state that the members should not
place themselves in a position which
would either compromise or jeopardize
their independence.

The above illustrations are just some of the
areas that are addressed by the code of
ethics governing the Chartered Accountants.
The code of ethics provides insight into
many more issues that the Chartered
Accountants may come across during
the course of fulfilling their professional
responsibilities. The detailed code of ethics
can be read by clicking on the following
links:

https://resource.cdn.icai.org/55133CodeofEthics-2019.pdf

Code of Ethics Volume-II

https://resource.cdn.icai.org/60018code-of-ethics-2020vol2.pdf

Code of Ethics Volume-III (Case Laws Referencer)
https://resource.cdn.icai.org/59111esb48239.pdf

The Chartered Accountants Act, 1949

https://resource.cdn.icai.org/7694announl209a.pdf
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o The Chartered Accountants Regulation, 1988

https://resource.cdn.icai.org/7697announl1209b.pdf

o “Know your ethics” column published in each volume of the Member journal
published by the Institute of Chartered Accountants of India

https://www.icai.org/post/know-your-ethics

o Council Guidelines for Advertisement, 2008

It can be very rightfully said that the code
of ethics is a basic need for any profession
and Chartered Accountants are entrusted
with the important responsibility of trust
of so many stakeholders. The code of
ethics not only serves as guidelines for the
professionals facing dilemma but also acts
as a deterrent to those professionals who
are thinking of walking the wrong paths.

integrity

I would like to conclude with the words
of Potter Stewart, the former associate
justice of the United States Supreme Court,
“Ethics is knowing the difference between
what you have a right to do and what is
right to do.”

principles

conscience

www.ctconline.org
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Original Jurisdiction
of The Supreme Court
under Article 131 of
The Constitution of

India

Drishti Bhatia

Indian History and its States

India gained independence in 1947, The
Government of India Act, 1935 (the “Act”)
remained the constitutional law in India till
1950. This Act provided for Section 204
which gave the Federal Court (Supreme
Court) the power to adjudicate disputes
between the federal government and
the Provinces. Section 204 stated that
the Federal Court would have Original
and Exclusive Jurisdiction in any dispute
between the Federation, Provinces and the
Federated States.

After the passing of the Independence
Act, 1947 under section 7b (1) each State
gained its nature of sovereignty. Thus,
the essence of Section 204 of the Act
was incorporated under Article 109 of
the first draft of the Indian Constitution
of India. This Article aimed to empower
the Supreme Court to adjudicate disputes
between the Centre and one or more
States. However, this Article did not extend
to a dispute in which a State specified
in Part B of the First Schedule was a
part if it arose from any provision, treaty
or covenant entered into before the
commencement of the Constitution and
continued to remain in operation.

Niharika Payannavar Rashi Rajani,

Advocate

The inclusion of this Article was supported
in the Constituent Assembly Debates by
Shri A. Thanu Pillai, who opined that "If
there is any benefit that the people should
receive from the Constitution, it is the
right of approach to the Supreme Court.
Before the enactment of the Constitution,
many states had no right of appeal to the
Privy Council. With new changing conditions
he appreciated the right to approach the
Supreme Court shall be granted to all and
no discrimination shall lie there."!

Effect of the DAR Commission on
amendment of Section 204

Several re-affirmations were made by
Congress Party during the time frame
from 1928 to 1947 to reorganise the
provinces on the basis of linguistic and
cultural approach. The win by Congress
Party in1945-46 elections took a turn by
dropping the principle of linguistic states
as the former Prime Minister, Jawaharlal
Nehru stated that "First things must come
first and the first thing is the security and
stability of India".

On 22nd December, 1953 the Jawaharlal
Nehru, stated in the Parliament that a

1. Constituent Assembly Debates, Volume 8 Friday, 3rd June, 1949, (Draft Article 109, Constitution of India

Article 131) (Shri A. Thanu Pillai)
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Commission should be appointed i.e.
the State Reorganisation Commission
for the reorganisation of the States so
that the welfare of the people of each
constituent unit as well as the nation as
a whole is promoted. Finally, after many
discussions, debates, and deliberations, in
the Constitution (Seventh Amendment) Act,
1956, Article 131 stated that-

"Subject to the provisions of this
Constitution, the Supreme Court shall, to
the exclusion of any other court, have
original jurisdiction in any dispute—

(a) between the Government of India and
one or more States; or

(b) between the Government of India
and any State or States on one side
and one or more other States on the
other; or

(c) between two or more States, if and

in so far as the dispute involves any
question (whether of law or fact) on
which the existence or extent of a
legal right depends:

[Provided that the said jurisdiction
shall not extend to a dispute arising
out of any treaty, agreement,
covenant, engagement, Sanad or other
similar instrument which, having been
entered into or executed before the
commencement of this Constitution,
continues in operation after such
commencement, or which provides
that the said jurisdiction shall not
extend to such a dispute.]"?

Ambit of Article 131

Article 131 of the Constitution of India
provides exclusive power to the Supreme
Court of India to deal with inter-state
disputes. The intent for granting exclusive
power to the Supreme Court was with the

purpose that all inter-state dispute matters
should directly be adjudicated before the
Supreme Court so that a faster remedy is
available considering such disputes have a
wider impact.

The three key elements of Article 131 are:

Dispute

Over the years through several landmark
judgments, Supreme Court has thrown
light on matters which will be considered
as ‘dispute’ which may be adjudicated
under Article 131 of the Constitution.
A ‘dispute’ must involve the assertion
and/or vindication of a legal right of the
centre or the state or two or more states.
Although any issue merely touching upon
the political concerns would be outrightly
rejected by the Supreme Court. A ‘dispute’
shall always be with regards to the rights,
obligations, duties, powers, immunities and
liberties only as far as the parties to a suit
are concerned. Further in terms of Article
131, dispute arising out of any treaty,
agreement, covenant, engagement, Sanad
or another similar instrument which, having
been entered into or executed before
the commencement of this Constitution,
continues in operation after such
commencement, or which provides that the
said jurisdiction shall not extend to such a
dispute will be outside the jurisdiction of
the Supreme Court.

Parties

When it comes to the ‘parties’ a dispute
must be between either the Centre and
one State or States; or between two or
more of States. Any suit brought before
the Supreme Court by a private, citizen or
a body corporate, statutory corporations
against the Centre or a state shall not be
entertained under this article.

2. Substituted for the original provisos (i) and (ii) by the Constitution (Seventh Amendment) Act, 1956
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Question law or a question of fact

The dispute must involve a ‘question of
law or a question of fact’ upon which
the existence or extent of a legal right
depends.

In the year 1977, in the State of
Karnataka, a few opposition members
of the State Assembly had submitted a
written Memorandum to the union home
minister alleging the Chief Minister of
being corrupted by way of nepotism and
favouritism. The Government of India
appointed a commission under the
Commissions of Inquiry Act, 1952 to
inquire the allegations against the Chief
Minister. Against the said appointment
of the Commission, the State brought a
suit against the Centre under Article 131
stating that the notification appointing the
commission was illegal and ultra vires, and
contended on the grounds of federalism
and the scheme of the Constitution. It
was argued that under the provisions
of the Constitution3, the State Cabinet
was collectively responsible to the State
Legislative Assembly and not to the Centre.
The Apex Court did not approve the
contentions made by the state and held
that the distinction between the State and
the State Government was immaterial in
this context, thus the validity of the Act in
question was upheld. The court also held
that the dispute must be one involving any
guestion on which the existence or extent
of a legal right depends. Although the suit
was dismissed, the maintainability of the
suit was upheld by 4:3 majority4.

Exclusions to Article 131

It is safe to say that Article 131 has been
designed in such a way that it goes hand
in hand with the other provisions of the

Constitution. Therefore, if a remedy to any
issue is available under any other Article
of the Constitution, then the parties cannot
seek remedy under this provision of the
Constitution. The Supreme Court have
in the past passed order under various
Articles being Article 32 (the right to move
the Supreme Court for enforcement of
rights), Article 262(the right to move the
High Court for enforcement of rights),
Article 280 (Matters under the Finance
Commission), Article 290 (matters arising
out of Consolidated Fund of India or the
Consolidated Fund of a State), Article 363
(bar to interference by courts in disputes
arising out of certain treaties, agreements,
etc) and confirmed the said position.

For instance, in cases of water disputes
between two or more states, the remedy
to such conflicts is entertained under Article
262 of the Constitution, therefore, a party
cannot seek relief under Article 131.

Exception

Under Article 143 of the Constitution,
the President may refer a dispute to the
Supreme Court if the dispute involves a
question of law or fact. Thus, the advisory
of the Supreme Court is an exception to
the matters which are excluded from being
tried in the Supreme Court. It is pertinent
to note here, that though special powers
vest in the hands of the President with
respect to the referral of a dispute to the
Supreme Court, the crux of the provision
still stays intact.

Conclusion

Article 131 provides a mechanism for
settling inter-governmental disputes quickly
and at the highest judicial level. Because

3. Article 164(2) of the Indian Constitution- (2) The Council of Ministers shall be collectively responsible to

the Legislative Assembly of the State

4. State of Karnataka v. Union of India, AIR 1978 SC 68
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of India's quasi-federal governing system,
the constitution-makers deemed Article
131 to be crucial. The odds of a conflict
arising between the states or between the
Centre and the State are high under such
a system, and the Constitution authors
believed that decision-making authority
in such circumstances should be clearly
stated without delay. As the highest judicial
authority, the Supreme Court was assigned
original and exclusive jurisdiction. Other
High Courts do not have this jurisdiction
because it would be difficult for any other

www.ctconline.org

court to decide a matter between 2 states,
thus only Supreme Court can exercise this
jurisdiction.

This provision makes Federalism a two-
way street by creating boundaries for both
the parties i.e. the Centre and the State.
Needless to say, it is imperative that both
the parties respect the boundary drawn by
the Constitution of India for a balanced
working and functioning of not only the
Judiciary, but all organs of the Government.
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Virtual Digital Assets & Cryptocurrency

- All That We Know, Yet

Ever since its inception, cryptocurrencies
have always been a subject matter of
discussion. Right from its early days
when they were touted to be like just
another Ponzi scheme, to now, where
we see countries accepting it as a legal
tender; the journey so far has been quite
adventurous & interesting. The technology
behind cryptos is known as ‘blockchain’.
It is a decentralised technology which can
be used for multiple purposes such as
land records, medical records, banking,
insurance etc. Crypto transactions are
just one small application of blockchain
technology, which is much larger and can
be used for multiple other applications.

The matter related to cryptocurrencies
in India was first discussed on the floor
of the house of the parliament, when
the then Finance Minister late Shri Arun
Jaitley famously remarked “India does
not accept cryptocurrencies as a form
of legal tender, however, the benefits
of blockchain technology shall be used
for the development of our country.”. At
this stage it was not mentioned whether
cryptocurrencies were legal or illegal. Back
then, there was no clarification whether
cryptocurrencies were to be considered
as a separate asset class or not. Moving
forward now the question was asked to the
RBI about the legality of cryptocurrencies,
however, it only mentioned that it does
not consider any cryptocurrency as a legal
tender and hence it was not under their
jurisdiction. As the market matured, there
were more people getting associated with

CA Vivek Shah

crypto transactions mainly due to TV ads,
influencer marketing, front-page newspaper
ads & celebrity endorsements. At this
juncture, the RBI decided to impose a
ban on all banks from providing services
to crypto exchanges. This led to even
greater confusion among those who were
trading in cryptos. Subsequently the
matter about registration & regulation
of crypto exchanges was raised to SEBI.
SEBI concluded that cryptos were neither
securities nor commodities nor currencies,
and in that case they would not have
jurisdiction over these crypto exchanges.
This makes us ponder over another
question that how did these exchanges get
recognised or classified as exchanges. If
one takes a liberal view, it is prudent to
say that these ‘so-called’ crypto exchanges
are self-regulated, self-assumed and self-
governed. There is absolutely no regulatory
authority, agency or department which
governs the transactions taking place on
these so-called crypto exchanges. On
analysing the above given facts and the
sequence of events, one wonders whether
this was a collective failure of the system
at large.

Should You Invest?

Investments in cryptos are not only subject
to market risks, but also regulatory risk,
geopolitical risks & social media risks.
It is emphasised over here that social
media plays a major role in fluctuating &
manipulating the price of certain cryptos.
In the past it has been observed that
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the price of a particular crypto increases
if an entrepreneur/billionaire tweets that
they will accept crypto for selling their
electric vehicles. Similarly, after a couple
of weeks when the same entrepreneur/
billionaire tweets that they will no longer
accept cryptos for selling their electric
vehicles, the prices of cryptos started
crashing. Though the prices of cryptos
are determined by the market forces, one
cannot overlook the fact that inherently,
cryptos are extremely volatile in nature.

Before one plans to invest in cryptos,
there are multiple factors which should be
considered and analysed. It is important to
understand that as of now there are more
than 9800 cryptos which are recognised,
there could be even more cryptos then
this figure which are not yet recognised.
This number is constantly increasing as
you read this article. For all you know,
the number could have crossed 10,000 by
the time this article is published. Before
investing there are multiple factors which
need to be analysed such as the price,
the total circulating supply, the total mined
guantity, the total volume of transactions,
exchanges on which a particular crypto
can be traded, it's team, their vision &
finally, if is it @ business or just a currency.
Quite a few cryptos claim that in order
to avail their service they need to be
paid in their own crypto. In such cases,
these cryptos are not just a currency
but also a business. If the number of
people wanting to avail their services are
large, then in that case it is observed that
the price of that particular crypto may
increase overtime. Some cryptos claim that
a particular process can be simplified or
expedited using their blockchain.

In order to invest in cryptos in India, the
easiest way is to open an account with
one of these ‘so called’, self-assumed,
self-regulated & self-governed crypto
exchanges. One needs to verify their
KYC documents and load money through
banking channels to start investing in
cryptos. Charges and Commission on some
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of these exchanges are not transparent and
they can range from anywhere between
0.25% to 7% of the transaction value.

Cryptos have been classified as a
separate asset class in India, they are
now considered as virtual digital assets
(VDA). Another evolving area in the crypto
world is of non-fungible tokens they are
also referred to as NFTs. NFTs are form
of digital art which can be bought and
sold just like a traditional piece of art.
The creator of this digital art or NFT can
decide its price, rarity and percentage of
royalty on every subsequent sale. NFTs
establish ownership of the digital art on
blockchain. There are music NFTs, video
NFTs & image NFTs as of now. Any person
can create its own NFT and put it up for
sale on an open platform. Recent trends
have shown that celebrities, sports persons
and entrepreneurs have started launching
their own NFT collections on various
platforms. Globally, the demand for NFTs is
extremely huge and India shall also witness
a demand in digital art from good content
creators in the years to come. Some NFTs
also come with real world benefits, such
as seeking advice from an entrepreneur,
or meeting your favourite celebrity for
15 minutes, or a video call with a sports
person. Though the art is digital, but to
create value for a prospective buyer, some
real-world benefits can also be added to
the NFT.

We are living in interesting and dynamic
times, where investment shall not only be
limited to cryptos or NFTs. Corporations
are selling virtual land in the Metaverse
(or a digital universe) as a digital asset.
Each company, organisation or group of
individuals can create their own Metaverse.
It is a place where people can interact with
each other without necessarily disclosing
their real identity. They can also make
a virtual avatar of themselves and be a
different personality from what they are in
real life. Metaverse is going to introduce a
concept of ‘teleporting’” where one doesn’t
need to physically be present, but the
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virtual avatar of the person is present
at that place. It could give a whole new
dimension to virtual reality. Gaming, virtual
meetings, music concerts & building cities
- it’s all going to happen in the virtual
universe.

Whether one should invest in cryptos,
NFTs, digital land or any other virtual
digital asset (VDA), totally depends on
the risk appetite of the individual. A lot
of people follow the policy of investing
only an amount which they can afford
to lose. Traditionally, fiat currencies have
been backed with some asset, in the case
of cryptos, there is no asset backing and
hence, there is no intrinsic value which
one can derive. However, nothing contained
herein shall be construed to be financial
or investment advice. Each person must
exercise caution before investing in any
asset class including VDAs.

Legal Viewpoint

Whether cryptos are legal or illegal is
determined by the law of the land. As
of now, in India, there is no law which
regulates it or legalises it. At the same
time, there is no law which prohibits it
either. So, in the absence of any specific
law or regulation, the decision of a person
lies on the interpretation of the facts and
circumstances of the case.

To understand the legal position, one must
look at precedents and the global scenario
to determine whether holding, trading &
mining of cryptos would be a legal or
an illegal activity. Let’s take an example
of marijuana - a prohibited substance
under the Narcotic Drugs & Psychotropic
Substances Act in India. There is a law
and that law declares it illegal to possess,
consume or deal with such substances.
However, the same substance, is legal
for consumption in some states in USA,
because the law allows people to consume
that substance. So, the question of legality
can only be answered if there is a law
present. Realistically, cryptos enable people
to move their wealth from one country to

another, without reporting it to anyone and
with no restrictions whatsoever. The icing
on top is that there is complete anonymity,
and the beneficial owner cannot be tracked.
This has led to a lot of illicit wealth being
parked in cryptos. Based on the present
l