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The author and publishers have tried their best to incorporate the latest 

available information in this book. The readers are requested that before 

taking any action in pursuance of this book they should consult relevant 

official publication. This book is sold with the understanding that authors, 

publishers and resellers are neither responsible for the result of any action 

taken on the basis of this work nor for any error or omission, to any person, 

whether a purchaser of this publication or not. Errors and omissions may 

kindly be brought to the notice of the Publisher.  

 

NO PART OF THIS BOOK MAY BE REPRODUCED IN ANY MANNER 

WHATSOEVER OR TRANSLATED IN ANY OTHER LANGUAGE 

WITHOUT PERMISSION IN WRITING OF THE PUBLISHER 

 

All disputes are subject to Indore Jurisdiction only.  

 

Disclaimer 

The contents of this book are solely for informational purpose only. It does 

not constitute professional advice or a formal recommendation. While due 

care has been taken in preparing this publication, the existence of mistakes 

and omissions herein can not be ruled out. 
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To break the grip of corruption and black money, Indian government decided 

that the five hundred rupee and thousand rupee currency notes presently in 

use will no longer be a legal tender from midnight of 8th November 2016.  

 The step taken would yield benefits over medium to long term through 

improved ease in doing business and lower corruption. It will give a big boost 

to financial markets.  

 However, the fight against generation and accumulation of black money 

is likely to be far more complex, requiring stronger intervention of the state. 

It needs a stronger legal framework, commensurate administrative measures, 

and a very strong resolve to fight the menace. It also calls for political 

consensus as well as patience and perseverance. 

 The move is most likely to witness huge cash deposits in bank accounts 

within the window period expiring on 30.12.2016. Media reports have 

appeared attributed to Government sources that in case substantial amount of 

cash is deposited in banks declaring it as current year's unaccounted income 

and applicable tax @30% plus surcharge etc. is paid, still penalty @200% of 

the tax can be imposed as per provisions of section 270A of the Income Tax 

Act, 1961.  The author has considered the controversial question whether the 

deposit of unaccounted high denomination notes in the bank can attract 

penalty under section 270A of the Income-tax Act, 1961 even though the said 

deposit is offered to tax in the return of income. 

 The Government will do all efforts to increase the tax payers’ base. For 

this purpose, it may bring a tax on agriculture income above a certain 

threshold limit. This, however, is an issue which involves political hues and 

affects centre-state relationship. What we have recommended here is that the 

Government implement simple measures as would ensure widening of the tax 
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base. The appropriate use of IT infrastructure is at the heart of it. Also, we 

have suggested that to encourage use of cheques and other accountable means 

payment, there be an incentive both to the payers and payees. This would 

encourage them not to use cash as a basis of payment. 

 In its efforts to track black money in the economy, the I-T department 

is gradually moving from regular search and survey operations to 

non-intrusive methods of data mining through electronic databases and 

information available through electronic portals of banking and other 

financial intermediaries. 
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 India has recently taken a historic step to fight corruption, black 

money, terrorism & counterfeit currency - all existing notes of ₹ 500/- and ₹ 

1000/- cease to be legal tender w.e.f. 08/11/2016. In a single master stroke, 

the government has attempted to tackle all three malaises plaguing the 

economy - a parallel economy, counterfeit currency and terror financing.  

 The whole step taken would yield benefits over medium to long term 

through improved ease in doing business and lower corruption. It gives a big 

boost to financial markets at the expense of physical market and black money.  

 The move will significantly strengthen the government's systematic 

efforts. The series and sequence of events as introduced by the Government is 

commendable including special investigation team on black money, amending 

DTAA with Mauritius and Cyprus, amending the Benami Transactions Act, 

opening crores of bank account coupled with insurance under Pradhan 

Mantri Jan Dhan Yojana for Indian citizens, and the more recent Income 

Declaration Scheme over the last two years to curb black money in the 

economy. 

 In the recent past, the issue of unaccounted monies held overseas has 

been in the limelight and the matter has been a subject of PIL before the 

Supreme Court of India and is before the Special Investigation Team. The 

issue has resulted in the hold up of Parliament proceedings several times. The 

estimates of the monies held overseas itself is matter of considerable 

speculation and estimates vary widely. Beyond the issue of unaccounted 

monies lying overseas, however, is the issue of unaccounted monies lying in 
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India and what is perceived to be the parallel economy. And the current 

government has taken up this issue in preference. The recent move to ban the 

old currency notes of ₹ 500/- and ₹ 1000/- is in a sequel to address this issue. 

 Prime Minister Shri Narendra Modi made these important 

announcements during a televised address to the nation on the evening of 

Tuesday 8th November, 2016. He said that these decisions will fully protect 

the interests of honest and hard-working citizens of India and that those five 

hundred and one thousand rupee notes hoarded by anti-national and 

anti-social elements will become worthless pieces of paper.  

 The Prime Minister said the steps taken by the Government would 

strengthen the hands of the common citizens in the fight against corruption, 

black money and counterfeit notes.  

 Persons holding old notes of five hundred or one thousand rupees can 

deposit these notes in bank or post offices from 10th November onwards till 

30th December, the Prime Minister announced. There are also some limits 

placed on the withdrawals from ATMs and bank for the very short run.  

 Shri Modi stated that on humanitarian grounds notes of five hundred 

and one thousand rupees will be accepted at government hospitals, 

pharmacies in government hospitals (with prescription of a doctor), booking 

counters for railway tickets, government buses, airline ticket counters, 

petrol, diesel and gas stations of PSU oil companies, consumer cooperative 

stores authorized by the state or central government, milk booths authorized 

by state government and crematoria, burial grounds.  

 Shri Modi emphasized that there is no restriction on any kind of 

non-cash payments by cheques, demand drafts, debit or credit cards and 

electronic fund transfer.  

 In his address the Prime Minister shared the insight into how the 

magnitude of cash in circulation is linked to inflation and how the inflation 
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situation is worsened due to the cash deployed through corrupt means. The 

Prime Minister added that it adversely affects the poor and the neo-middle 

class people. He cited the example of the problems being faced by the honest 

citizens while buying houses.  

A time-tested commitment to eradicate black money  

 The Prime Minister has time and again said that the Government is 

committed to ensure that the menace of black money is overcome. Over the 

past two and a half years of the NDA Government, he has walked the talk and 

led by example.  

 The very first decision of the Prime Minister led NDA government was 

the formation of a SIT on black money.  

 A law was passed in 2015 on disclosure of foreign bank accounts. In 

August, 2016 strict rules were put in place to curtail benami transactions. 

During the same period a scheme to declare black money was introduced.  

 The efforts have borne fruit. Over the past two and a half years, more 

than ₹ 1.25 lakh crore of black money has been brought into the open.  

Raising the issue of black money at the world stage  

 Prime Minister Narendra Modi has time and again raised the issue of 

black money at the global forum, including at important multilateral summits 

and in bilateral meetings with leaders.  

Record growth of Indian economy in the recent years  

 The Prime Minister said that the efforts of the Government have led to 

India emerging as a bright spot in the global economy. India is a preferred 

destination for investment and India is also an easier place to do business in. 

Leading financial agencies have shared their optimism about India's growth 

as well.  

 Combined with this, Indian enterprise and innovation has received a 

fillip due to the 'Make in India', 'Start up India' and 'Stand up India' 
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initiatives that seek to celebrate enterprise, innovation and research in India.  

 The historic announcements made by the Prime Minister will add value 

to the already thriving efforts of the Central Government.  
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 Written in simple language  

 Topic–wise, simple and logical presentation. 

 Subject covered from practical point of view.  

 Various procedures given in easy steps - “Do It Yourself”. 

 The latest amendments covered to the extent relevant and continuously 

updated. 

 Relevant forms and addresses given in all the Guides. 

 Reference material & Career Guide also provided.  

 Helpful to business and industries, entrepreneurs, consultants, professionals 

and laymen. 
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