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The article speaks about supreme court'’s verdict on
Vodafone tax issue. The court’s decision brings a great
sense of transparency and stability to the Indian
industry. The decision would make corporate planning
more accurate, as companies could now have a fair idea
of their tax costs. This article is authored by Mr. Shailesh
Haribhakti, Chairman, BDO.
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‘Supreme Court sets honourable
precedent with Vodafone ruling
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FROM SEFTEMBER 2007,
whert 4 tax notice was first
izsued to Vodafone, to Janu-
ary 2012, when the Supreme
Court pronounced its verdict,

the Vodafone case has heen by

far controversy's favourite
child! While the Apex Court
deeision hus given Vodalone a
reason to chear by stating
that a transaction of transfer
of shares of a foreign compa-
n fwo non-residents
iz mot taxable in India, It has
also pmpmmded the Indian
judiciary’s views on such tax
debates, with key tukeaways.
The Vodafone decision
brings a great sense of trans-
parency-and stability to the
Indian mdustry: Tax costs are
always an integral factor, if
not the gole factor, in o strate-
gric business decision. This

decision would make corpo-
rate planning more accurate,
as companies could now have
a fair idea of their tax costs,
und tax costs will not be
determined by creative inter-
pretation of the law by tax
anthorities.

The leey takeaway from this
judgment is the emphasis of
the Supreme Courl to provide
clarity to the foreign investor
at the time of entry into India.
In fact, the court his spocifi-
cally held that the Lax lew in
India, us it stands today, does
not provide for such transac-
tions to be taxed in [ndia and
accordingly no withholding
taxes are atiracted. The ¢ourt

has stated that if the Lax -
department wishes to tax
such transactions, they should
specifically provide for such
legislation after considering
the impact on foreign invest-
ments, Without a specific pro-
vision, there is no necessity to
lift the corporate veil in case
of legitimate Lranssctions,

It can only be hoped that
the tax authorities respects
Lhis landmark roling and
don't attempt Lo averride it
with retrospective legislation.

This Iandmark decision re-
emphasises the tima-hon-
oured principle that taxpayers
are entitled to plan thefr eco-
notmic affairs within the
framework of law and lepiti-
mite transaction struclures
cannot be diseegarded merely
because of the tax benefits
ariging out of them.

This declzion is being wel
comed with open arms by the
global business UMY
which has used similar off-
shore holding struetures, and
has provided tremendoues cer-
Lainty to investors,
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