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New SEBI chief appointed 

The Securities and Exchange Board of India will have a new Chairman in Mr. C.B. Bhave, who is currently Chairman of National Securities Depository Ltd. (NSDL).

Mr. Bhave, who had earlier served in both Government and SEBI, is expected to take over on February 18, 2008.

Official sources said that the Appointments Committee of the Cabinet has approved Mr. Bhave's name as the next SEBI Chief based on the recommendations of a selection committee headed by the Cabinet Secretary, Mr. K.M. Chandrasekhar.

Mr. Bhave would come in the place of incumbent Chairman, Mr . M. Damodaran, whose three-year term ends on February 15, 2008.

The candidates who were in the fray for the top job in SEBI were Mr. U.K. Sinha, CEO of UTI Asset Management Company; Mr. M.B.N. Rao, Chairman of Canara Bank; Mr. Jaimini Bhagwati, Additional Secretary in Ministry of External Affairs and Mr. Bhave. [Source : Business Line, dated February 14, 2008]

Revised IT Act draft made more stringent

The department of information technology (DIT) has completed the revision of the proposed Information Technology (IT) Act, 2006 and has made it more stringent by adding provisions on child pornography and financial crimes being committed on net.

The Government has proposed revision of the existing IT Act of 2000, in the wake of new technological advancements which had made the Act outdated. The revision started in 2006 and a revised draft was sent to Parliament for its sanction last year.

The draft was, however, referred to a parliamentary standing committee for its comments. The committee had found much scope for a re-revision of the Act. Subsequent to that DIT had constituted a committee to look into the matter and make the Act self containing by importing provisions from other legal provisions like the IPC and the Indian Evidence Act.

The revised IT Act will have provisions against financial frauds such as salami attack, phishing, spoofing and electronic data interchange (EDI) among many other things. These frauds are fast catching up with the criminals because of the proliferation of internet and mobile banking.

The revised draft if accepted would make the IT Act of 2000 complete in itself by importing provisions from not only the Indian Penal Code (IPC) but also from other statutes like the Indian Evidence Act (IEA) of 1872 and the Code of Criminal Procedure (CrPC) of 1973.

Inclusion of provisions in the Indian Evidence Act will give legal authority for the use of digital signatures under the prevailing cyber law itself. Sections 47, 67A, 85A, 85B and 85C of the IEA will be adopted.

Making fake digital signature certificates will also be a criminal offence and would attract harsher punishment once the revised draft takes over the old Act. [Source : The Economic Times, dated February 11, 2008]

Finance Minister discusses tax-related issues with chiefs of public sector banks 

The Finance Minister, discussed with the chief executives of public sector banks the slew of tax-related proposals suggested for Budget 2008-09 by the Indian Banks' Association (IBA).

Banking industry sources said that public sector banks have urged the Government to exempt them from tax deduction at source (TDS) on their income, stating that TDS requirement causes considerable inconvenience in view of huge volumes of TDS certificates collected from thousands of borrowers/customers.

Moreover, it leads to loss of tax benefit as on non-receipt of TDS certificates from borrowers/customers, Income-tax Department does not grant credit for TDS, which leads to unnecessary tax liability, say bankers.

Sources said that IBA has pointed out that there is a considerable divergence between provision made under RBI guidelines and that admissible under the income-tax law.

IBA has suggested that income-tax law be amended to allow mandatory provision made by a bank or a financial institution as per RBI guidelines, as a deduction and to tax any write back of such provision.

At his meeting with PSB chief executives, the Finance Minister also discussed the implementation status of the Scheme for extending financial assistance to sugar undertakings. [Source : Business Line, dated February 11, 2008]

Pension Regulatory Authority demands exemption for New Pension Scheme

Ahead of the Budget, interim pension regulator demanded equal tax treatment for New Pension Scheme (NPS) for Government employees vis-a-vis provident funds like EPF, PPF and GPF.

While contribution, returns and withdrawals under Public Provident Fund (PPF), Employee Provident Fund (EPF) and General Provident Fund (GPF) are exempt from tax, in case of NPS, only contribution and returns do not attract tax.

However, withdrawal under NPS attract tax. This is called exempt, exempt and tax (EET) system, unlike exempt, exempt and exempt (EEE) system for PPF, EPF and GPF.

"At present, NPS is subject to EET tax regime. On the other hand, EPF, GPF and PPF have a more favourable tax treatment. EEE is available to them. This goes against the basic philosophy of encouraging long-term contractual savings, which provide long-term funds for investment", he said.

He clarified that NPS only replaces old pension system and is not a substitute for other retirement benefits like gratuity and leave encashment.

Under NPS, applicable to Central Government employees since January 1, 2004, employees have to contribute to their pension funds with matching contribution from the employer. [Source : The Financial Express, dated February 9, 2008]

LLPs may be let to choose tax model that fits them

The Union Budget may propose that limited liability partnerships (LLPs) be allowed to choose how they are taxed, depending on their structure.

The move will be a boon for service sector professionals, who plan to bring foreign investment into their ventures through this route.

An LLP is essentially a partnership where the legal status of the LLP is separate from that of its partners. This route, mostly chosen by professionals from law, accounting and financial services, is popular in developed countries. Many hedge funds abroad are structured as LLPs.

The proposal, if it goes through, gives investors from countries with a double-taxation avoidance deal with India the choice of a tax model that suits them. The idea is to reduce the tax burden and compliance hassles for professionals and investors to do business together.

The Ministry of Corporate Affairs has recommended in a Cabinet note that it is an international practice to let LLPs choose the mode of taxation, based on how they are structured. If LLP's operations are de-centralised and the partners act autonomously, their income could be taxed in the hands of the partners.

If the LLP has centralised operations and assets, then the LLP itself could be taxed. Outside investors, who form cross-border LLPs with Indian professionals, would prefer taxation at the partner-level instead of at the LLP-level as that would mean taxation only at one level.

If the LLP itself is taxed, the foreign partner in a cross-border partnership may end up paying tax in his country for his income from the partnership registered in India even if the LLP's entire income has already been taxed in India.

Also, if the LLP generates income here as well as abroad, the entity will have to pay tax here even for the income that is generated abroad. Taxing individual partners will ensure that these disadvantages are eliminated. Taxation at the partner level means paying taxes in the respective countries by the partners for whatever income they get from the LLP. A partner in one country need not bear the burden of taxation in another. [Source : The Economic Times, dated February 11, 2008]
