Published at - NEW DELHI

Dated . =7 JuL 201

‘Don’tinvoke
GAAR against
investors from
Mauritius,

]

says Boolell |

Commerce minister Anand
Sharma with Mauritius
foreign minister Arvin Boolell
in New Delhi on Friday

fe Bureau

New Delhi, July 6: Mauritius
said on Friday that India
should not invoke the pro-
posedGeneralAnti-avoidance
Rules (GAAR) on investors
pasedintheisland nationonce
the two countries build safe-
guards into their double taxa-
tion avoidance agreement
G)TAA).pmvenﬁngshe]lmm—
panies in Mauritius from
evading capital gains tax on
theirinvestmentsin India.

Mauritius foreign affairs
and international trade min-
ister Arvin Boolell said here,
“Onee the ‘limitation of ben-
efit’ clause is embedded in
the taxation treaties, we ex-
pect it to prevail and no do-
mestic legislation should
override thetreaty.”

“Article 13 of the DTAA
(related to capital gains tax)
is sacrosanct,” Boolell said,
indicating his country’s un-
willingness to let India tax
Mauritius-based entities for
capital gainshere:

Limitationof benefit(LoB)
1sananti-abuseprovisionﬂmt
disallows tax exemptions to
ghellcompanies setupmerely
tousepmvisionsof thedouble
taxation treaty. Under it, a
company has toincura mini-
mum annual expenditure in
operations soasto qualify for
the treaty benefit. The clause
will remove uncertainty as
any foreign institutional in-
vestor (FII) based. in Mauri-
tius would not have topay tax
in India if itincurs the mini-
mum expenditure. Currently,
the India-Singapore treaty in-
cludesthe LoB clause.

ndia recently announced
the draft GAAR, as per which
itwillprevaﬂnvera]lbi]ﬂteral
tax treaties including the In-
dia-Mauritius treaty. Also,
GAAR, which is based on the
suhstanceoverformdocﬂ'ine,
gusrdsagainstarrangements
sans commercial rationale
made for the sole purpose of
“aggress'lvetaxplanning".
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Don’tinvoke...

If an F1l claims the benefit of
a tax treaty (including theIn-

dia-Mauritius one), then
GAAR privisions will be ap-
pliedonthat FII, butnot tothe
holders of participatory
notes (PNs). However, the FII
in such cases will pass on on-
ly thepost-tax gainstothe PN
holder.

To revise the DTAA, the
two countries agreed to re-
view the operations of the

joint working group (JWG)

that was set up in 2006. The
talks for revising the DTAA
werestalledin2008as Mauri-
tius was not willing to allow
India to tax capital gains at

. eign
‘ over India's tax laws will be
- allayed, there is mow Te

India suspects that many

THE F|India companies are routing

funds through Mauritius to
evade tax, which is known as

NEW [ round-tripping. Hesaid Mau-

ritius hasdone everything to
curb round-tripping and is
willing to further cooperate
within the framework of in-
ternational laws and stan-
dards on the issue of round-
tripping.

GAARisslated tocome in-
to effect from April next fis-
cal, although after Prime
Minister = Manmohan
Singh's statement that for-
investors' concerns

newed hope that it could be
deferred further.

Boolell, who met India's
commerce minister Anand

- Sharma later inthe day, said
the two countries would has-
ten the preferential trade
agreement negotiations
with focus on agri-process-
ing, manufacturing, drugs
and pharmaceuticals, med-
jcal equipment, seafood,
automobile parts, tourism
and hospitality, and informa-
tion technology and IT-en-
abled services

The visiting Mauritian
minister also met the Prime
Ministerandexternal affairs
minister SM Krishna on
Thursday and discussed var-
jous issues including revi-
sion of DTAA and implica-
tionsof GAARon FlIs.

On sharing of panking in-
formation between the two
countries,Bcole]lsaid,"Mau—
ritius has been forthcoming
todisclose certainprivileged
information.” Referring to

insevendays. Boolell salanis
country has shared informa-
tion related to over 170 cases
with India over three years.

Nearly 40% of the foreign
direct investments into the
country came through Madu-
ritius between April 2000 and
February 2012. The FDI in-
flows from Mauritius have
been $64.80 billion, or 37.64%
of the total FDI inflows from
the country.




