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Dear Esteemed Members,
Greetings from the Coimbatore Branch of SIRC of ICAI!

As we step into the vibrant month of June, | hope this message finds you in good
health and high spirits. The first half of the year has been both dynamic and
demanding, and | take this opportunity to thank each of you for your unwavering
support, active participation, and continued commitment to our profession.

As you aware at the Coimbatore Branch, we are constantly striving to provide value to
our members through relevant programs, technical enrichment sessions, and
networking opportunities. In the coming weeks, we have lined up a series of seminars
focusing on recent developments in Taxation ensuring that our members stay ahead
(—7 I . 4 in the knowledge curve. As professionals, we are navigating a landscape that is

constantly evolving with digital disruption, regulatory reforms, and rising stakeholder
expectations. In such times, it is imperative that we adapt, upskill, and uphold the
highest standards of ethics and integrity that our profession demands.

" :
Understanding Form | would also like to acknowledge the sincere efforts of our managing committee, staff
10BD of the Income

Tax Act and volunteers who are working diligently to serve the members and student
community. Our strength lies in collaboration, and together, we can continue to make
e Anti - Money Laundering ~ Our branch a vibrant hub of excellence. We continue to strengthen our efforts in

- Obligations, delivering quality Continuing Professional Education (CPE) programs. During the
Compliance Practices month of May our branch organized various CPE Seminars, Residential Seminar,
for CAs Certificate Courses on GST & Al, | thank all the faculty Members, Guests, coordinators

for sparing their time and sharing their knowledge with the CA fraternity.

In June, we have lined up seminars, study circles, Certificate Course on Al, Information
Systems Audit Course (DISA), Residential Refresher Course. | urge all members to
CPE Hours Generated actively participate and stay updated. | am also happy to share that we are increasing

Monthwise 2025 our focus on student engagement and member support services. Whether it's
training sessions for students, career counselling initiatives, or networking forums for

03 27 57 5B young CAs, our team is working diligently to create impactful and inclusive platforms.
JAN FEB MAR APR

Let us stay united in our mission to uphold the legacy of ICAI and contribute
meaningfully to the development of the accounting profession and the society at
large.
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Wishing you a productive and inspiring month ahead.

With Warm Regards,

CA. Sathish R.
Chairman
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Understanding Form 10BD of
the Income Tax Act

Why Form 10BD?

Form 10BD was mtroduced to combat false or frandulent donation
claums and bring greater transparency to the reporting of donations. I
replaces eathier manual procedures, whach often led to discrepancies

This new onlme reportmg svstem, notibied via notification ne, 192021-
Income Tax, ensures that all donation details are accurately declared

By Harish R

Who Must File Form 10BD?
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Details of the donors and donations :
Verification :
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Handling Multiple and
Anonymous Donations
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ANTI -MONEY LAUNDERING
OBLIGATIONS, COMPLIANCE PRACTICES FOR CA

Presented by
CA B A Shankar, Salem

What is moniey laundering? WHY SO IMPORTANT NOW?

Converting black money into white money.

Black money means? + The Central Government vide Notification
The money on which income tax is not paid & Others No. S.0. 2036(E), dated 03.05.2023 has
_ notified the amendment to Section 2 of
Reason for regeneration of black money: the Act. As per the amended norms,
Can be earned through financial transactions carned out by

practicing CA/CS/CWA on behalf of
their clients will now fall under the scope
of the PMLA. This article discusses in
detail the impact of the same.

METHODS OF |. Structuring - Often known as smurfing, is a method of
STDRY & UHIGIN MONEY ﬂmﬂ“ w!rrrbjrrt;sh 1shmakstn into m::lftr d:pusll.: of
LAUNDERING
. A 2. Bulk cash smuggling: This involves physical |
* Al - Capone - US Based Notorious mafia, Obtained umm£Wmun =y deposing htaf; fuancal
. o In n asan | at offers greater |
money from illegal activities, Created many ey or less rigorous money laundering enforcement.
laundries across the USA, Laundry business was in mwwmmm;m
cash dealing. So, he can easily convert the illegal MR NCE W ety 3 rpsa ity et ol
money into the system. Eﬂmpluam rhing s ]L s st waniog
nd “ I J o MES, MOvie and bead -L';:::l'.yl, -
METHODS OF 4. Trade-based lalmdﬂ'mg? This n;cthﬂd is one of the METHODS OF 7. [ll‘i’ﬂi_tﬂ Fraud: An example is when a
MONEY REWES 285 TNOK ComPCR: oHioe 0 Topacy Mundeting MONEY criminal contacts a company saying that
LAUNDERING LAUNDERING | the supplier payment details have changed.
They then provide alternative, fraudulent
5. Shell companies and trusts; Trusts and shell details in order for you to pay them money,

companies disguise the true owners of money. Trusts
and corporate vehicles, depending on the junsdiction,

need not disclose their true owner. 8. Casinos: In this method, an individual
walks into a casino and buys chips with

6. Round: s : Here, moncy is mm in . illicit cash. The individual will then play

El..l.!l. |1|1. H [C1EN Corpoation o p yin laty 2

Vg e s 5 TR hm‘f" m"‘"’mn for a relatively short time.

shippeﬂ back as a foreign direct investment, exempt

from taxation
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) Key deotails of PMLA cases up to 3ist January 2023
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MULTIPLE METHODS THROUGH WHICH BLACK MONEY. ;
LAUNDERED & HUGE PROFIT IS MADE TOPICS COVERED UNDER AML
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IMPORTANT
DRESTIN i
* Defines as any property derived or obtained, directly L7 ACEDMINT
or indirectly, by any persons as a result of criminal Ohjastive:
activity relating to a scheduled offence. e e s O . -
' -:“'m' . — lllllilﬂ:::l
' " e e et | | s proveee S8 g seAn
* a. The offences specified under Part A of the St 1 et e, taample: b e e
Schedule ' :_n‘::'::;:.“__::..:':.‘: e — trarrple
* b. The offences specified under Part B of the SRR R N S

Schedule if the total value involved in

such offences is one crore rupees Or more

* ¢. The offences specified under Part C of the
Schedule

Satyam Case Modus Operandi

*+*  Company: Satyam Computer Services Ltd. .. Fake invoices were generated.
*+  Founded: 1987 by Byramjee Ramalinga Raju ++  Fake bank statements were created to show
«+  Scandal Revealed: January 7, 2009 large cash reserves.

.. Employee numbers and salary payments
Nature of the Fraud were inflated to siphon off money.
««  Chairman Ramalinga Raju confessed to

profits for several years.

" Around 27,136 crore (about §1.5 billion) worth e Shook investor confidence in India's
of fictitious assets and cash were falsely reported on corporate sector.
the balance sheet. .. Led to stronger corporate governance
*+  Headmitted to inflating revenues, margins, and norms and amendments to auditing standards and

cash balances to mislead investors and regulators. company laws in India.
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Vijay Mallya Scandal Loans were obtained through false guarantees,

. Person: Vijay Mallya, Indian businessman, overvaluation of o Bsion o |
former MP, and owner of now-defunct Kingfisher assets, funds

Airlines, .o Mallya allegedly diverted the borrowed funds to
++  Scandal Type: Bank loan fraud and money offshore accounts and for personal use, including luxury
laundenng

«+  Esumated Amount: Over 29,000 crore (approx.
$1.3 billion) owed to a consortium of 17 Indian banks. Impact

Key Events ++  Sparked debate on India’s banking oversight,
e+ Kingfisher Airlines, launched in 2005, ran into PUNEEE OLORNEDRN SIG 0N SEOU(Y INECRRII
severe financial trouble h" 2012 .. Contributed to the formation of laws against
; ; economic offenders, including the Fugitive Economic
«+  Mallya took large loans from public sector Offenders Act (2018).
banks despite the airline's poor financial performance.
Key Events
. Fraud discovered in February 2018 at Punjab
* Nirav Modi Scam National Bank (PNB), one of India’s largest public sector banks.
; ' Person: Nirav Mods, Indian bulfonasre . Modi, along with his uncle Mehul Choksi,
i llegedly used fraudulent Letters of Undertaking (LoUs) issued
' ) a—— allegedly us audule eraan .aang oUs) issue
laundering. by PNB’s Brady House branch in Mumbai.
5 : o ﬁmﬁ:‘f 'Wiﬂ‘ﬂ ::immm . These LoUs were used to obtain loans from
w3l 1= 0RO HET Mg overseas branches of Indian banks without proper collateral or

record.

Modus Operandi " impect
3 . . Major blow to India's
. PNB employees colluded with Modi's firms to banking system and public trust.
Issue unauthorized LoUs for years. « +  Triggered stricter
*  The funds were diverted and never repaid. controls on bank guarantees and

trade finance mechanisms.
. . Increased global

* The scam went undetected due to lack of
integration between PNB's SWIFT system and core banking

scrutiny on financial crimes
software. involving high-profile businessmen.
identifying Beneficlal Owners under IFSCA (AML, CFT & KYC Guidelines) Designated Non-Financial Businesses and
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Understand the difference between
Source of Funds and Source of Wealth
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Politically Exposed Persons (PEP) under IFSCA (AML, CFT & KYC) Guidelines
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* Chartered Accountants (CAs] manage
accounting, auditing, and financial reporting
services for clients, set up a company, assist
in operating and managing the operations
and client’s funds, etc. These services make
them vulnerable to the risks of money
laundering

In response, you must apply AML measures
o manage and prevent risks. However,
Chartered Accountants must avoid the most
common mistakes during the AML
compliance journey.

* To avoid these mistakes, vou must be
aware of them. Our blog helps you with
o list of common AML compliance
mistakes by Chartered Accountants.
The blog explores the applicable AML

regulations for practicing Chartered
Accountants. It also discovers the red

Nags the CAs may observe, indicating

the potential exposer of

i) Money laundering (ML),

(i) Terrorism financing (TF), and

[iiij Other financial crime risks such
as proliferation financing (PF).

AML Audit Function - Key compliance requirement under IFSCA
(AML, CFT, & KYC) Guidelines, 2022

IFSC entities are obligated to maintain an AML Audit Function, which:
* 15 independont
« = adequately resourced
s conducts periodic audits of the AML/CFT fromework
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. &
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internal AL Program AAM, Trainemg

AML regulations applicable to Chartered Accountants in India
The primary AML laws applicable 1o Chartered Accountants in India are:

The Prevention of Money Laundering Act, 2002 (PMLA) In this context, it is essential to
note that the notification issued under the PMLA provides that the practising Chartered
Accountants would be construed as *Designated Non-Financial Business¢s and
Professions” when conducting financial transactions in relation to the following activities in
the course of their profession and on behalf of the client:

Buying and seiling of any immovable property - Sec 144 of the companies Act,

Managing of client’s money, securities, or other assets

AML regulations applicable to Chartered Accountants in India
« Management of bank, savings, or secunties accounts

« Organization or arranging for any contributions to the creation, operation or management
of client’s companies

+ Creation, operation or management of companies, LLP or trusts
« Buying and selling of business entities
* The Unlawful Activities (Prevention) Act, 1967

* The Weapons of Mass Destruction and Delivery Systems [Prohibition of Unlawful
Activities| Act, 2005

AML Compliance under IFSCA (AML, CFT & KYC) Guidelines, 2022
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AML regulations applicable to Chartered Accountants in India

« FIU-India's AML & CFT guidelines for professionals with certificates of practice from ICAI,
ICSL, and ICMAI

* International Financial Service Centre Authority (AML, CFT, and KYC| Guidelines,
2022 (for the CAs registered with IFSCA and practising from IFSC)

» Several rules and circulars of FIU-India govern their operations in alignment with PMLA
The above regulations and rules require the Chartered Accountants 1o adopt the following
measures for mitigating the ML/FT risks:

a} Understand your business’s risk exposure by performing risk assessments

bj Develop appropriate AML/CFT policies, procedures, and controls

¢} Conduct adequate KYC and Customer Due Diligence processes for identifying the
customer before onboarding - vegetable buyer - opening and closing of Accounts

dl  Screen your customers and emplovees against sanctions, PEPs, and watchista
Conduct enbanced customer due diligence of high riak customen

i Perform engoing monitoring of the transactions and business relationships (customers’ re-KYC
duning the business relationship and consistency between transactions and overall nisk prafile)

« Appoint a designated director and a principal officer to handle the AML activities
Conduct AML training for employees

«File the reports on suspicious transactions to FIU-India

« Do not tip off the chents on any suspiclious transsction reported 1o authonties

« Maintain records lor at beast five years (six years for IPSCA-regulated CAsj

You must follow each of these requirements to prevent financial crimes. You can only manage
them by avouhing the mosi common mistakes in AML compliance Lei's look into these mmtakes
individually so vou can sidestep them

AML Record Keeping as per IFSCA Guidelines, 2022
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PROPER MAINTENANCE OF ADEQUATE AML RECORDS
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Mistakes by Chartered Accountants in AML Compliance

The comman AML compliance mistakes by Charicred Accountants include the following:
As a practicing Chartered Acoountant in India, you must hulfil the AML obligatsons.
1. But how will you follow these requirements if you dont know them?
2. S0, vou must have complete knowledge of AML requirements you need 1o adhere 1o,
3. Lack of awarencsa of AML lavws is & mistake by CAs in AML comphance.

When you are sware of them, you know what oblgatons you nesd to follow. You must
understand the activities notified as subject o AML complince and be in a position o adeguately
separate the saine from the peneral services which are not included in PMLA

You must know the deadlines, formats, and procedures of submissiona. Also, infermation on
the best practices of ench AML procedure - KYC, CDD, transaction menitoring, and others will
make your compliance smoother.

Sa, have a compleie awareness of these crucial paints of AML.

Misuse of Shell Companies as Conduits
for Money Laundering

Conversion of Proceeds of Layering of
Crime into Alternative Assets

Misuse of Shell Companies as Conduits for Money Laundering

Shell companies are those companies that have been incorporated but have no
independent business operations or activities, emplovees or assets. While shell companies
may have legitimate uses such as 1o hold stock, invest in another business or hold assets for
another company, they are often misused as conduits for money lsundering. This
infographic discusses how shell companies are misused to launder money.

Conversion of Proceeds of Crime into Alternative Assets

Proceeds of cnimes such as tax evasion, drug trafficking, corruption, etc, are
funnelled into the shell company, which is then used to buy assets such as real estate,
jewellery, art, etc. It can also be used to invest into other businesses or give loans to other
businesses. Using shell companies gives the procesds of crime a cloak of legitimacy.,

Layering of Laundered Funds

Layering is the second stage of the three stages in money laundering. Afler a shell company is
formed, i1 can open commercial accounts of banks and other financial mstitutions. Transactions are
then reuted through sheil companies to distance the illicit funds from therr crimanal source

Fake Invoicing - Satyam Computers.

Shell companies can be used to generate fake wvoices for non-existent goods or services,
aliowing money launderers to transfer illo funds under the guise of legmimate business activibes,

Concealing Beneficial Ownership - Maytas

Shell companies are used to creale complex ownership structures, such as multple layers of
ownership. Shell companies may also issue bearer bonds or use nominee directors whe oct om
instructsons of the real beneficial cenera. Shell companies can also be used to buy asacts wuch an real
estate for beneficial owners who may be erniminals and cannot otherwise purchase assets in their own
FLEmE,

Fictitious Business Expenses or Loans PNB Bank Vs
Nirav Modi

Criminals use shell companies to record fictitious
business expenses, such as paying salaries of fake
employees, buying non-existent assets, etc. It can also give

out or take fake loans so that the illicit funds are integrated
into the legitimate economy.

Strengthening the Three Lines of Defence through
AML/CFT Training
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STRENGTHENING THE THREE LINES OF
DEFENCE THROUGH AML/CFT TRAINING

* To address the emerging threats of money laundering (ML),
terrorism financing (TF), and proliferation financing (PF), the three
lines of defence serve as a protective barrier. This protective barrier
can be bolstered through Anti-Money Laundering / Combating the
Financing of Terrorism (AML/CFT) training for the employees and
compliance team that form a part of these lines of defence. In this
infographic, the strengthening of the three lines of defence through
AML/CFT training has been discussed in detail.

The three lines of defense in a business protect it from ML, TF, and PF threats by
detecting, assessing, and reporting them. These three lines of defense comprise various
stakeholders involved in the AML/CFT measures adopted by businesses regulated under
the AML/CFT laws of India, such as the Prevention of Money Laundering Act 2002.
Discussed below are the constituents of the three lines of defense along with the training

they should be given to perform their role effectively.
¢ First line of defense:
Fronthne Employvees
% Second line of defense:
AML/CFT Principal Officer and the AML/CFT Compliance Department
¢ Third line of defense:
Independent Audits and Health Checks

Forgetting to take a risk-based approach to AML compliance

The Indian AML regulations need you to conduct business riak sssessments. Herein, you
identily the risks 1o your business from:

v Cumiomers
» Transactions
« Geographies/junadictions

- Nature of services fspecifically the ones included in the definition of the “Designated Noa-Financial
Businesses and Professions” of the PMLA

« Delivery channeis

Take a riak-based approach to determine appropriate AML measures based on these risks.
These AML measures must align with your AML requirements, These mensures help you prevent,
manage. or mitigate the sdentified risks

2 Prevention of risk exposure o money laundering. proliferation financing, and terroriam financing.
3 Reducton in dhicit money Gow, resulting i finencial stabality and integnity
2 Better management and mitigation of risks affecting your business

2 Enhanced collsboration and cooperation between entities, regulators, and stakeholders against
financual crimes.

Sa, alignment with regulations is necessary for all these benefits to your business, country, and
the world.

Disregarding client acceptance principles

What's the purpose behind conducting E¥YC and COD? It's about knawing your customers
better. Know their identitics, addresses, sources of funds, beneficial owners, and other detmls. All these

detmals help you spot suspecis

With KYC and CDD, you can know your customers better. So,
ensure that you perform these processes diligently. Collect all the
possible details. Verify them with customer-submitted documents and
other third-party sources. For customer screening, consider the latest
watchlists of sanctions, PEPs, and terrorists. Match them according to
all critenia to get accurate results.

Similarly, define your method well for ongoing transaction and
business relationship monitoring. Determine the transaction rules
based on the red flags or warning signs of suspicious transactions.
Only with proper, well-defined processes can you achieve the desired
outcomes.

ABSENCE OF KNOWLEDGE OF THE RED FLAGS OF SUSPICIOUS
TRANSACTIONS IN YOUR BUSINESS

*The nature of accountancy and audit business
makes it vulnerable to money laundering. Your
association with clients for financial, advisory,
and legal matters exposes you to financial crimes.
There are specific factors that are warning signs
of these risks. You must be aware of these
warning signs of the danger of illicit activities.

MPLIANCE

U CAN'T IGNORE
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Ignorance of this factor is a mistake in AML compliance by Chartered Accountants.
So, you must know the common and indusery specilic red lags, Lke.

2 The unusual nature of the transaction. inconststent with the chents profile

a Large-sired transactions with no apparent reanons

4 Unusual patterns in a transaction /s, vanang lrom the usual ones

a Comples business structure

4 Reluctance to answer vour questions on transactions of identities

a Clienits from high-rmk industries or grographics

3 Use of shell companies for several transactions

All these are crucial factors for you to know about. Knowing them lets vou spol suspcous
transactions and take further action.
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Overseeing the need for timely and format-specific submission of STRs

The PMLA Act and the guidelines require CAs to file STR via their
statutory regulatory bodies (SRBs), i.e., the Institute of Chartered
Accountants of India.

You must submit these reports in the required format with all the
necessary details. You must report these transactions immediately once
suspicion is identified. It can be a suspicious transaction or only an attempt
at it, irrespective of the value involved,

S0, the rule requires you to submit accurate, complete, and on-time
STRs. Failing to submit STRs on time or submitting inaccurate or
incomplete STRs is a common AML compliance mistake by Chartered
Accountants.

Tipping off the client on STR filed to FIU-India

The PMLA Act, IFSCA Guidelines and other regulations do not
want the clients to know about STRs filed against them. If you tip off
the client before or after filing the STR, they will try to save
themselves,

S0, avoid informing the client about any STR filing against their
transaction. If you think the client might get an inkling of the
suspicion by collecting more details during due diligence, avoid doing
that. Just collect all possible transaction details and file an STR to
FIU-India. Tipping off the client would be a lapses by Chartered
Accountants in AML comphance.

Tipping off the client on STR filed to FIU-India

The PMLA Act, IFSCA Guidelines and other regulations do not
want the clients to know about STRs filed against them. If you tip off
the client before or after filing the STR, they will try to save
themselves.

So, avoid informing the client about any STR liling against their
transaction. If you think the client might get an inkling of the
suspicion by collecting more details during due diligence, avoid doing
that. Just collect all possible transaction details and file an STR to
FlU-India. Tipping off the client would be a lapses by Chartered
Accountants in AML comphance.

Reporting with FIU-IND under PMLA
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PUNISHMENT FOR MONEY LA

Where the proceeds of
crime involved in money
laundering relate to any
otfences pertaining to the
NDPS Act, 1985

Whoever commits the
olfence of money
laundering shall be
punishable

ATTACHMENT

¢Order for provisional attachment - By Director - By order in writing - Provisionally
attach such property for 180 days - I is stayed by the High Court, shall exceed 30
days from end of 180 days

¢ Conditions for attachment:
a. A report has been forwarded to a magistrate
b. A complaint has been filed by a person

¢Forward of copy of attachment along with material in his possession to Adjudicating
Authority

¢No effect on the right to enjov the property.

¢ Complaint against the attachment before the AA - Director should hile within 30 days
stating the facts of such attachment

‘\Ja

OBITUARY

CA. M. Bhaskar
M. No. 25073

Passed away on 21st May 2025.
May his soul Rest in Peace...
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FRIENDLY CRICKET MATCH - ICAI COIMBATORE VS INCOME TAX COIMBATORE
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