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Editorial :m"

Union Budget 2021-22 : Fiscal Prudence and Growth

he Union Budget, presented in trying times

this year, followed a contraction in the
economy that was a result of global pandemic.
The macreeconomic policies implicit in the
Budget were directed to reverse the aftermath
of lockdown by focussing on six pillars; health
and wellbeing; physical & financial capital
and infrastructure; inclusive development  for
aspirational India; reinvigorating human capital;
innovation and R&D and minimum government &
maximum governance. In the emerging scenario,
while the country needs extra resources, it is a
challenge to have a tax system which is efficient,
promote investments and employment and also
puts minimum burden on tax payers. The budget
ushered in several procedural reforms on the direct
taxes front that ave in line with the commitments
spelt out in the Taxpayers” Charter,

The procedure for bringing to tax income escaping
assessments (including  search assessments) s
proposed to be revamped completely so as to
provide ease of doing business. The scope of
faceless assessment has been extended to the
proceedings before the Tribunal. The Constitution
of Dispute Resolution Committee for small and
medium taxpayers and the constitution of Board
for Advance Ruling for reducing litigations and
disputes are also welcome steps. On the personal
taxation, reliel is proposed for resident pensioners
of the age of 75 years or more by way of exemption
from filing of retuen, provided that they have, in
addition to pension, only interest income from an
account in the same bank from which they receive
pension. Other proposals on the personal tax front
include clarification relating to advance tax liability
on dividend income and extension of outer time
limit for sanction of loan for availing deduction
under section SOEEA.

It is noteworthy that some of the suggestions of
ICAL in this wear’s Pre-Budget Memoramdum
te the Government were duly considered in the
Finance Bill, 2021. These include proposals relating
to increase in the prescribed [imit for exemption
under section 10(23C), increase in safe harbour
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limit for select home buyers and real estate
developers selling such residential units subject
to specified conditions, extension of outer limit
for approval of affordable housing project and
inclusion of dividend income in the specified list
of exclusions /s 234C of the Income-tax Act, 1961

As regards customs duty, we may see a revamped
customs  duty  structure free  of redundant
exemptions from first of October this year. The
proposal to limit the applicability of a custom duty
exemption notification for two years will bring in
certainty and give a clear timeline to the industry
within which it needs to become competitive, As
far as GST is concerned, the proposal to allow 1TC
only on the invoices reported in GSTR-15 of the
supplier is a result of the recent spurt in ITC frauds
involving fake invoices. Penalty would also be
levied under customs law if fraudulently obtained
ITC is used to discharge tax on goods entered
for exportation under claim of refund of tax.
Restricting the zero-rated supply on payment of
IGST to only a notified class of taxpayers/supplies
of goods or services would create working capital
issues for exporters as refund of unutilised input
tax credit is a time taking and tedious task. . With
regards to GST Audit, representations have been
made before the appropriate authorities to explain
1o them the need for retaining the provisions for
GET audit by Chartered Accountant. GST Audit
by a Chartered Accountant ensures maker checker
concept thereby detecting inconsistencies, lapses
or errors which helps the taxpavers in saving costs
in terms of avoidable interest and penalties.

The budget is a clear attempt of the government to
have inclusive growth that reaches far and wide, In
the words of Hon'ble Finance Minister — " wan
to confidently state that our Govermment is fully
prepeared fo support and fecilitate e econamys
resel, This Budget provides every opportunily for
oir econony to raise and capture the pace that it
meeds for sustainable growih”

I-Edil.urial Board [CAL Partner in Mation Building
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@; From the President

4 LN30IS3dd 3HL WOHS

CA. Nihar N. Jambusana
Prezident, ICAI

My dear professional colleagues,

It is a privilege for me to be the 69 President of The
Institute of Chartered Accountants of India and |
thank my Council colleagues for repasing confidence
in me and electing me as President. | also thank the
members for electing me to the Council for three
times with good number of votes. 1AL holds
to its name, years-long legacy of astounding
- supremacy, excellent superintendence and
strong oversight mechanism accompanied by
~ firm action; the blend of which has helped it
. overcome barriers, attain social prestige and
take the profession to extraordinary heights.
© 1 pray to Almighty to give me enough ahilities,
strength and patience (o take this profession
to still superior pedestal and prove worthy of the
confidence that my council colleagues and members at
large have placed in me.

ICA] has had the privilege to grow under the leaders
who stand strong in the face of adversity, possess the
courage to make tough decisions and the compassion
to empathise the challemges, It is the irreplaceable
contributions of our former leaders that have built the
unshakeable precedence for integrity and brilliance at
ICAT and led 1o its phenomenal growth, As we unfold
another chapter in the ICAT history with the beginning
of new Council year, L express heartfelt gratitude to our
immediate past president CAL Atul Kumar Gupta who
with his astute leadership and pioneering guidance
further strengthened the foundation of our institution.
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Adter all, it is rightly remarked that one voice can
change the room and one good leader can inspire
the success of an entire organisation. Albeit
the numerous obstacles presented by the year
2020, WCATL under fierce counsel of immediate
past president with active support of the entire
Councl rose to every challenge, sought dynamic
solutions and evolved and adapted its way to a
sucoessful year.

In the forthcoming Council Year, 1 wish to
closely work with the new ICAIL Vice President
CA. (Dr) Debashis Mitra and other cofleagues
andl Took forward to thelr insightiul knowledge,
long experience, and dedicated leadership to
serve the profession. Afone we can do so fittle;
tagether we cai do so puich” said Helen Keller,
ICAL council, consisting af 32 elected and 8
fominated repoesentatives is the main thinktank
that serves the needs of the various stakeholders
of the accounting profession. | wish to harness
their energies to serve the profession to the
best of my abilities. In the words of first [CAT
president CA. G.P. Kapadia = "The Act gives the
Prafession the largest possible measere of autanony
and irrespective of the expression of Individual
apintons as fo the wirele Council befng an elected one,
I woueld certainly say that the presence of Government
nomtinees and the represeatatives of commerce on a
hady like this, has been found to be extremely helpfil
Witk a large mumber of elected representatives of the
nrembers of the profession itsefl @ small element of
momitdtion gives a closer contact fo He profession with
Govermnent as well as commercial interests”

ICAl - A true Partner in Nation Building

ICAlL being a true Partner in Nation Building,
has always collaborated with various initiatives of
Govermmental organisations amd Regulatory bodies
for facilitating the implementation of various policies
and measures directed towards development of the
economy. We feel that an educative drive in the country
particularly for the M3MEs who sometimes falter out
of ignorance or absence of professional advice will be a
big service not just to business community bat also to
the nation and can be a great catalyst for change and
make india Aatmanirbhar.

Literacy in the finanzial matters empowers us in
the present complex commercial world, Education
in financial matters including those related to
acoounting and taxation can empower individuals and
Busimesses alike, Post pindemic, the expectations of
the government, business and society from Chartered
Accountants have grown manifold. As part of its
agends, the Institute would work on developing
material in layman'’s language and also a website for
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From the President

dissemnating knowledge on inanclal and tax lteracy
and would conduct traiming programs for general
public and society at large.

Public Advocacy: Assisting Government in
Matters of Governance

In the diréction of improved governance, out of many
initiatives that have been planned this vear, we look
forward o setting up a group on public advocacy.
When there are new laws to be introduced or when
existing laws are sought to be amended, ICAL will
provide its advice and support to the government.
These inputs based an practical experience will be very
helpful, We are envisaging that at the enactment stage
itself, through these public advocacy groups, we can
point cut the hurdles and suggest possible solutions.
It will help the government frame laws which are user
and economy friendly,

Developing Profession for the Digital Era

The Institute has always been keen towards adapting
and upgrading the skills of professionals in tune with
changing requirements i terms of technological
advarcements and digital transformation. The manner
in which artificial intelligence, robotics processes and
data analytics are taking over, it s pertinent for our
members to be on top of technology as without it, it
would not be possible to serve the cients effectively
and efficiently. In the recent past, through the
formation of Digital Accounting and Assurance Board,
development of the Digital Learning Hub, Digital
Competency Matueity Model, and Self Service Portal
we have progressed well and developed the necessary
digital infrastructure to bring transformational change
for the new age professionals, Continuing further we
wiill ensuire that the profession is suitably skilled for the
new age societal requirements such as forensics, data
mining and artificial intelligence.

Expanding Big, Going Global

Besides the above, One thing that will remain high on
the agenda will be growth of the Indian Accountancy
Firms. We are proposing to set up 3 task force within
the ICAl to promote mergers and networking with
the Indian and International accounting firms, With
the mew guidelines for the networking and Multi-
Dizciplinary Partnership (MDP) will be in place,
soon, we are expecting enhanced activities within the
Indian CA firms to become big and trisly global, and |
hope that Indian accountancy profession will provide
Global Leadership like we are doing in other sectors of
COONONY,

The World is our Village

Accounting and finance is one of the twelve champion
services sector that the Indian Government is focusing
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to hoost Indias growth to next level, Members of
Indian accounting profession have significant technical
competence that is of substantial use by the businesses
in India as well as by businesses globally. Many of our
members are working hard and excelling in foreign
jurisdictions to achieve sucoess and bring laurels to the
country. [CAl is also facilitating their cause by creating
suitable structures across the waorld.

Affiliate Member of Pan African Federation of
Accountants

In its endeavor of expanding its global autreach and
getting foothold in African regions, the Institute of
Chartered Accountants of India {ICAl) has taken
membership of Pan African Federation of Accountants
(PAFA) which would enable ICAL to connect closely
with the professional organisations based in Afvican
countries and also to promote such initiatives of [CAl
which ‘are of global relevance with PAOs in these
jurisdictions.

Established in 2011, PAFA is a non-profit organisation
currently  with 55  Professional  Accountancy
Organisations (FAOs) from 44 African countries. Its
mission is (o accelerate and strengthen the voice
and capacity of the Accountancy profession to
work in the public interest, [acilitate trade,
and enhance benefits and quality services
to Africa’s citizens. This development will
certainly help the further development of
the accountancy profession in that part of
the world and create more recognition and
professional opportunities for the members.

Moll with Certified Practising Accountants
PNG

ICAl and Certified Practising Accountants (CPA)
PNG sipned the technical co-operation agreement
pursitant to the approval of the Union Cabinet of
India, The objective of this Mol is to establish mutual
co-operation between CPA PNG and [CAl for the
advancement of accounting knowledge, professional
and intellectual development, advancing the interests
of their respective members and positively contributing
ta the development of the accounting peofession in
Papua Mew Guinea and India,

Virtual launch of Washington ID.C. Chapter

The 39" Chapter of the [nstitute of Chartered
Accountants of India, Washington D.C. Chapter of
1CAT was inaugurated on February 6, 2021, The event
witnessed the presence of H.E. Taranjit Singh Sandhu,
Ambassador of India for Washington D.C., USA as the
Chief Guest and Marvland State Senator, Mr. James C.
Hosapepe as the Guest of Honour,
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Profile

Our New President

CA. Nihar N. Jambusaria
President, ICAl - 20271-22

man of professional wisdom, vision and

strong organisational  skills with a firm
belief in all round inclusive growth of Indian
Chartered Accountancy profession, CA. Nihar N
Jambuszaria has been elected as the new President
of the Institute of Chartered Accountants of
India (MCAL) for the vear 2021-22 wherein he is
currently serving for third consecutive term, ie.
2013-16, 2016-19 and 2019-22.

A blend of erudition, experience, foresight,
technical expertise and professional excellence
worth emulating and 4 Fellow Chartered
Accountant from  Muombai, CA. Jambusaria,
qualified as a Chartered Accountant in 1984 and
was in practice for nearly 27 years. He hag also
served as Chairman of WIRC of ICAT in 2004-05.

CA. Jambusaria is now Chairman of all Standing
Committees  ie. Executive, Finance and
Examination Committees, besides being the ex-
officio member of all Non-Standing Committees
and Editor of 1CAL Journal, The Chartered
Accountant. CA. Jambusaria is Director of ICAI
Registered Valuers Organisation (RVO) and
also the representative from ICAI BVO an the
“Committee to advise on Valuation matters” of
MCA. CA. Jambusaria is Chairman of the ICAl
Research wing, ICAI - Accounting Research
Foundation and Extensible Business Reporting
Language (XBRL) India.

CA, Jambusaria is the member of Professional
Accountants in Business {PAIB) Advisory Group
of International Federation of Accountants (IFAC).
He, in his capacity as President, 1CAI would also
be representing [CAl on International Integrated
Reporting Council {IIRC} and the Board of South
Asian Federation of Accountants (SAFA) He has
also served as Member of SAFA Committee on
Professional Accountants in Business (PAIR).

CA. Jambusaria is member of very important
committees constituted by the government and
regulators relating to policy formation that include
Government  Accounting  Standards  Advisory
Board (GASAB) and Audit Advisory Board- both
constituted by the C&AG of India. He is also Board
Member, lnsurance Regulatory & Development
Authority (IRDA), Insurance Advisory Commiltes
and Apex Committee of IRDA, and Member of
SEBl's Primary Market Advisory Committee, He
has also been nominated on the Review Committee
for the B.Com (Hons) and B.Com New Syllabus for
all the Universities in the Country by the University
Grants Commission(UGC). He was a Member
of the & — Commerce Committee formed by the
Ministry of Finance and Peer Review Committee of
the Central Board of Direct Taxes,

An  altruistic hard - worker  bestowed
with  exceptional  ocrganisational, networking,
administrative  and  leadership  skills. CA.
Jambusaria has made noteworthy contributions
in whatever capacity he served the profession,
particularly a5 the Chairman of - Ind AS
Implementation Committes, [International
Tax Committee and wvarious other important
Committees/ Board of ICAL

CA. Jambusaria has been a prolific speaker
at national and international forum. As an
academician and an orator par excellence, he has
attended and contributed to numerous national
and international seminars. He has addressed more
than 900 seminars, conferences so far covering
various subjects of professional interest like Direct
Tax, Accounting Standards, International Tax and
Professional Development and alike,

With focus on technological Innovation, public
adv::::a.:.'}j financial Iih.-rat:}' and niche enablement,
he intends to translate his passion for the
inclusive growth of the profession through the
transformational agenda that the current paradigm
merits, 8
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Profile :m

Our New Vice President

CA. (Dr) Debashis Mitra
Vice President, ICAl - 2027-22

A (Dr) Bebashis Mitra, with his unequivocal

commitment has been elected as  the
Vice-President of the Institute of Chartered
Accountants of India for the year 2021-22.
After being part of the Central Council for the
period 2016-19, Dr. Mitra is serving his second
consecutive term in the Council for the period
2019-22. With great vigour and enthusiasm, he
has been serving the accounting profession for
last more than thirty-four years. Academically
erudite D Mitra, a senior practising member,
is also a Cost Accountant, Company Secretary,
holds a Master Degree in Commerce, Law
graduate and a qualified Information Systems
Auditor. With keen interest in academic research,
he is doctorate in the complex and intrigue area
of accounting standards and has been awarded
Ph.In. on the topic ‘A Critical Study of Select
Indian GAAF, US GAAP & IAS | IFRS.

A persuasive and intense trainer, he is renowned
for his interactive deliberations in International
Financial Reporting Standards (IFRS) and
Corporate Laws. He has trained several officials

of many corporate and non-corporate entities
as well as Central and State governmental
arganisations. An avid speaker, he passionately
shares his deep and incisive knowledge in India
& abroad at various events organised by the ICAT
trade organisations and other reputed Institutes.

As an accomplished professional having immense
knowledge of trade and industry, he has served as
an active member of several prestigious boards,
forums and institutions in India, viz, Quality
Review Board established by Govt. of India, Board
of Extensible Business Reporting Language {XBRL)
India and The Board of Governors of Assam Down
Town University. He also represented ICAL in
Uday Kotak Committee on Corporate Governance
set up by SEBI as well as the Committee set up
by Ministry of Corporate Affairs for revision in
CARD,

On international front, he is the Chairman of
Committee on Education, Training and CPD of
South Asian Federation of Accountants (SAFA)
and member of Audit Group of Confederation of
Asian and Pacific Accountants (CAPA). He has
also served as member of SAFA Commitlee on
Auditing Standards and Quality Control.

Dr. Mitra has held several key positions in the
[CAL viz., Chairman, Board of Studies of 1CA]
{Academic), Director, Accounting Research
Foundation, Vice Chair, Auditing & Assurance
Board, member, Disciplinary Committee, Bench 4
of HCAL and as member of many other important
committees. He has also held key positions as
former Chairman of the Eastern Indian Regional
Council of ICAL as well as Guwahati Branch of
ICAL

A seasoned strategist and leader to the core, he
is the President of Rotary Club of Calcutta, the
aldest running Rotary Club in Asia, as well as
former Mational President of The Institute of
Internal Auditors (India). ®
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~. Photographs

[CAL President ©A. Nihar N, Jambarsaria and the then ICAL President CAL Atul Kumar Gupta with Hon'ble Member of Parlament
and India’s Sherpa to the G7 and G0, CA. Suresh Prabhu, Former MPE. Dr, (CAL) Kirit Somaiva, Hon'ble Members of Pariament
CA. Thomas Chazhikaedan and CA, Subhash Chandra Baheria, MLA, Dedhl, CA. Raghav Chadha, Former Hon'ble Speaker of
Maharashtra Leglshative Council, CA, Arin Kumar Gujarathi on the occasion of Kesidential Meet of CA Members in Public
Service held in Goa, Also seen In pleture 1CAL Past President, CA. Prafulla . Chhajed, Central Councll Members CA. Baba
Abraham Kallivavalil, CA. Jay Chhaira. Hon'ble Former ludge, Supreme Court, Justice Anil R. Dave, Senior Most Pulsne Judge of
Gujarat High Court, Justice D Vineet Kothael, Judge, Gujarat High Court, Justice Bhargay I Karda, ludge, Rajasthan High Court,
Justice Dinesh Mehta, Additional District & Sessions fudge, Thiruvanthapuram., CA. fayawanth L (29.12021)
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The then ICAI Prisident CA. Atul Kumar 'L_I.IF“ pn,'u,'nung a
memento o Hon'hle Minister of State for External Affaics Shri
V. Muraleedharan during the lsunch of International Afairs
Policy and Intermational Corriculum of ICAL in Mew Delhic
Advo zeen in picture ICAD Acting Secretary Shri Rakesh Sehgal
{08.02. 3031

ICAI President Nihar M. lambusaria and the then 1CAL
Fresident Ca. Atul Kumar Gupta with their Central Couneil
|:-:|H|.‘a5u.('s CA. Prakash Sharma. CA. Satish K. Caipla, A,
PFramod K. Booh durin‘u and interactive meet with members
im Jaipuar (01.02.2021)

<

'I’hrlnull.rtul:rt'm reil t.-'--.m.-n::m‘-r.u.:

1AL President ©A. Mikar N lambusaria and the then 1CAL President CAL Atel Komar Laupis .1|nr|g with their Central Couneil
colleagues CA, Pramod Kumar Eoob, CA, Satish K, Gupta, CA. Prakash Sharma during a residential certificate course an Working
Paper i'\-'l.'magumml in Inipur 0102380210

] THE CHAETERED ACCOUNTANT  MARCH 2021 WAL G G

anax8a.pressmart.com/TheCharteredAccountant/print.html

10/146



3/5/2021 anax8a.pressmart.com/TheCharteredAccountant/print.html

Photographs _

The then ICAL President CA. Atul Kumar Gupta with Hon'ble Mo for Finance & Corporate AHairs Shri Anurag Singh Thakur
duri:nf_:!w lanch of the pi.|nt pu'niw:t of ICA6 ARF Accoungs Assistant Scheme in the pmwnc{-of their Central Coancil ¢ :ﬂlc.'.gul,':.
ak LCAT Bhawan, New Delhi (10002,2021)
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ICAT President CAL Nihar M, Jambusaria and the shen 1CAL President A, Atal Kumar Gupta along with their Central Council
{-!‘.l”q_'ﬂElJl"\,‘ CA. Anuj Gn!',il. A, Prakash Sharma, CA. Shriniwas fochi, CA. M P 'I.-'ii,‘l!. Eumar, CA, Hans Raj {_'imgh n:]urin.g
Statutory Central Auditor’s Meet 2020-21 held in Gurgaon (03.02,2021)

The Institute of Chartered Accountants of India

Chartercd Accountants and other subject experts, with academic passion and flair for
writing, are Invited to share their expertise through the ICAl Journal — The Chartered
Acconrtant. The article may cover any topic relevant to the accounting world covering
auditing, finance, laws, strategy, taxation, technology and so on. While submitting articles,
please keep following aspects in mind:

2 The Ll::ril_.:l.l't of articles should be about % An executive summary of about 100 words
2500 words, should accompany the article.
< Articles should be original in nature % Articles should not have been published

ar sent for publishing in any other print or
electronic media.

Please send articles to Journal Section - The Chartered Accountant, The Institute of
Chartered Accountants of India, FCAL Bhawan, A-29, Sector 62, NOIDA = 201309, Attach
photograph., editable soft copy of file, declaration of originality and assignment of copyrighe
in the prescribeed format along with the article. E-mails may be sent to clhideatin.

Visrr hitps:/fwwwicniorg/post.himli?post id=2557 for detailed guidelines and formats of
declaration af ariginality and assignment of copyright,
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Action Plan vear2021-2022

Aligning the Profession with the
|| Digital Era

Embracing Technology, Empowering Profession,

Catalising Growth
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CSR and Sustainability Initiatives
Pathway towards SDGs

Fostermg Research
and Innovation
Catalyzing Growth

i Future Ready
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| Profession for
: Digital Era

! Building

i Brand Equity

i Advocacy and

i Communication

: Strategy to enhance

¢ brand image

1 and public perception
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i Leadership and
Positioning

i the Profession on
International bodies
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HE and
Administration
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Responsive
and Vibrant
Institution
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and Tax Literacy
Enabling
Inclusive Growth

: Shaping the Future
| Review of

: Education.and
Training of Students
¢ o produce globally
 competent

| accounting

: proféssionals
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Framework and Ecosystem for

facilitating Growth of Indian
Firm

#To  undertake  comprehensive
study for postulating framework and
growth measures for facilitating growth of Firms
especially in emerging era post Covid.
T work with policy makers and regulators for
creating new avenues for the profession,

Form Group to frame guidelines for fostering
networking for nurturing Indian Firms into
Indian Multinational Firms/MDE

Setting up task force to promote mergers
and networking  with  the Indian and
internationalaccounting firms in terms of new
Networking Guidelines,

Streamlining code of ethics to enable firms to
have a global footprint,

To study new segment and  practices for
knowledge and capacity enrichment of Firms in
MNiche Areas like Sustainability Reporting and
Integrated reporting,

Continuous professional development of Firms
by exposing them to best practices and digital
technologies through digital learninghub.

Nurturing Firms to ride the opportunity of digital
economy by evolving forensic accounting and
investigation standardsand op-skilling firms and
members in techrology.

Developing Firms for Digital era by training
them in emerging futuristic area like Forensic
Accounting, Block  Chain Rebotic  Process
Automation,etc,

Measures to augment Audit Process of Firms for
the emerging economic environment through
Centre for Audit Quality, focussed training
medules and knowledge enrichment from Case
studies on Accounting and Assurance,

Measures to encourage networking of domestic
CA Firms and also with foveign fiems.
Governance and Regulatory
Mechanism - Adding Trust and
Confidence
# Work  in collaboration  with
regulators to Improve assurance services

AW AL DI
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framework to enhance trust and confidence of

stakeholders.

Measures to enhance the investigations and
adjudication mechanism  of  Disciplinary
mechanism based on decisions of Appellate
authority.

Augmenting and enhancing competence and
capacity of Peer Réview and Financial Reporting
Review Board for digital economy.

Develop approach for meaningful realignment of
ICAYs work program to enhance ‘Audit quality’
based on information from UDIN and Tender
maonitering Group.

Quality Improvement Program for firms, based
an recommendations of Quality Review Board.

Postulate framework augmenting Audit Quality
by moving towards SQMirom SCC,

To work towards full implementation and
awareness of Code of Ethics Adopt digital
technologies to make Disciplinary Mechanism
more robust and responsive.

To bring publications on landmark cases of
disciplinary  mechanism  to promote  sell-

regulation.

» Partnering in Mation
Development - Enriching
Society, Touching Lives

# To  support  Ministry  and
Government  bodies. in building an
enabling ecosystem for Industry, MSMEs and
Start-ups by collating inputs from MSMEs and
industry for framing better policies.
Engage with Regulators in promoting ‘Ease of
Doing; bring foreign investments in India and
restructuring laws to make them user friendly.

To work with various Government agencies and
institutions in areas of mutual interest like policy
making, rescarch project, knowledge sharing ete,
capitalizing on institutes’ technical expertise and
reach,

Leveraging 1CAl's Digital Learning Hub for
customized competency and capacity building of

Ministry and Government bodies in accounting
and allied areas.

To promaote entrepreneurship and job creation

THE CHARTERED ACCOUNTANT | MARCH 2021 15
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through skill-oriented programs for students and
members,

To work towards raising MSME Finance avenues
at effective rate of interest and reboot MSMEs
which suffered during Covid-19 period.

Supporting  M3MEs  growth: with  various
initiatives to enhance its competitiveness [like
dedicated portal for guidance and establishing
helpdesks.

Interactive. dialogue forum with regulators,
institution, and multitateral bodiesto understand
the expectations from the profession.

Contributing meaningfully in policy making by
giving inputs on various Government initiatives
for Citizen centric governance and inclusive
growth,
Leadership and Positioning the
Profession on International

# Contribute actively through thought

leadership and take leadership position

on international fora of accountancy and
related organizations,

Take measures to promote global mobility by
imbibing technical and soft skills in vogue foe
global markets.

Launch initiatives to promote ICAT international
curriculum to attract international students.

Working towards developing competency and
capacity in futuristic areas by entering into
agreements with global institutions.

Expanding global outreach by opening new
Chapters/representative offices at newer overseas
jurisdictions.

Measures to promote International Placements
and Industrial Training by engaging  with
International  Bodies, Industry  Chambers
and  Multinationals  through  our  Owverseas
constituents.

To work jointly with International fora for
undertaking joint research/study program in
areas of mutual interest,

To associate with International bodies in
emerging and specialised areas having interface
with core accounting and aflied areas.

THE CHARTERER ACCOUNTANT | MARCH 2021
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F  To raise and share Indias and SMPs viewpoint
in standards setting on International fora in
education, accounting, auditing, ethics, digital
environment and governance,

7 Working with ICAI Overseas chapters and
Representative Offices to support and promote
India as destination for Investment.

F Working with Government under Champicn
sector  to promote  export of Chartered

Accountant services globally,
»  Todevelop gutdelines and poliey for making ICAL
Overseas Chapters sustainable.

Transforming HR and
Administration - Building
Responsive and Vibrant
Institution

- Review and revamp the organizational

structure to enhance productivity across levels
and prepare ICAL for next decade.

7 Developing a leadership roadmap alongwith
succession plan for key management roles.

7 BReview and Implement the best HR practices to
attract and retain best talent.

¥ Bring in performance-oriented appraisal system
and promotion policy for motivating emplovees.

¥ Holistie Learning and Development Palicy for
continuous training of the staff in emerging areas
and soft skills for perpetual growth of the ICAL

¥ [Promoting Good Governance through Standard

Operating  Procedure  (SOP) to meet the
expectation gap of various stakeholders.

# Empower staff with requisite digital infrastructure
to ensure increased productivity and efficiency,

= Adapt IT related processes and Promoting digital
service delivery to stakeholders with attention to
enhancing efficiency, économy and effectiveness.

7 Revamping ICAl Mobile App with new age
features for one stop service point.

7 Propose  institutional  interventions  for
examination reforms to enhance efficiency.

7 Work towards mobilizing CA Benevolent Fund
to provide enhanced financial support per month
to needy families. Envolment of 50000 new Life
Members during 2021-22.

wwnw, ical ang
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F  Todevise mechanise for efficiently implementing

the “We Care” Alumni Program for Senior CAS.

¥ To enhance socialfprofessional security for

members and students entering into strategic

alliances/partnerships  with  insurance  and
financial intermediaries.

Shaping the Future - Review

«=®  of Education and Training of

oy ]

Students to produce globally

competent accounting
professionals

#  Review and postulate a holistic learning approach
to motivate students gain  practical skills,
acumen and exposure from enviromment for
comprehensive personality development.

# To review and study Mational Education Policy
and take measures o improve Chartered
Accountancy Course sccordingly,

#  Take measures to nurture analytical and critical
thinking by making curriculum more engaging.

#  Toestablish state of the art Forensic and Analvtics
Labs for developing professionals in digital
economy by upgrading ITT labs, Also to enhance
its outreach on pan India basis.

7 To take initiatives to attract best talent to CA
course by working in association with educational
boards.

7 Exploring tie-ups to provide laptop/tablet, and
other educational tools as part of an holistic

ecosystem,
H Building Brand Equity -
Advocacy and Communication
* Strategy to enhance brand
image and public perception

b Position CAs as business leaders and
global solution providers through an extensive
brand campaign,

# Positioning Indian CA Professionals and Firms
as catalyst for both Inbound and Outbound
Investment,

#  Continue to play leadership role as an innovative
and robust regulator for regulatory as well as
emerging role within India and outside.

F  Communication of scope of CA services to
judiciary, banks, SFIQ, EOW ete.

AW AL DI
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Organising  International  Dialogue events to
showease knowledge prowess of Indian Chartered
Accountants, exchange ideas and understand
future trepds.

To conduct Masterclass for Media fraternity and
investigating agencies about Auditors mandate
under law.

LeveragingWiOOA 2022 for establishing CA
brand globally.

Form a group for public advocacy on Economic
and Commercial Jaws to enhance ease of doing
business objective at enactment stage of such
laws.

Encouraging foreign chapters to make  their
presence felt in the respective jurisdiction, in
collaboration with other recognized institulions.
Future Ready  Profession -
Developing Profession  for
|  Digital Era
#To improve transparency and
promote  inclusive  distribution  for
assignments  from Banks and PSUs
implementing  technology  driven  allotment
systent.
Building an ecosystem for developing and
providing  office management software, [T
tools, Softwares and audit tools to small and
medium practitioners to facilitate quality audit
documentation.
Take measures for introducing Joint Audit of
Public interest entities and FDI based projects.
Collaborate with the Government of India
in various socially driven programmes and
providing their interface with the membership at
large.
Launch Mentor's training program to develop
next generation leaders,
To institwting mechanism for monitoring fair
remuneration for assurance services and other
assignments.
Adigning and reskilling the profession for faceless
assessment regime.

Introduce new certificate courses (o equip our
members to venture into new and emerging areas
ofpractice.

To take up recognition of CA course by UGC.
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Fostering Research and

. [Innovation-Catalyzing Growth
2 & #Bring out sector and industry

specific reports to provide better
insights into the complex issues faced by
the regulators and businesses today.

Encourage research and innovation in asseciation
with prominent educational institutionshy
sponsoring Phid in the field of taxation, finance
and other allied areas of policy making, business
management and governance.

Research on issues arising from the regulatory
landscape. including glebalization, technology
advances and impact on the profession and on
business.

Contribute to the knowledge mandate of the ICAl
by contribution to law and regulation making
relating te Accounting, Finance and Governance,

To undertake studies highlighting contribution of
Accountancy profession on emerging segments
like sustainability reporting, enhancing tax base,
ease of doing business ete.

Conduct study of contemporary and relevant
issues pertinent to assurance services,

Guidance notes for new sectors and upgrade
the existing puidance notes based on recent
developments.

Prometing ICA[ ‘International Research Awards'
for recognising research endeavours.

Measures to make The Chartered Accountant’
fournal into a research- oriented magazine,

Promotion of Financial and Tax
E Literacy- Enabling Inclusive
ey Growth

# Develop website for disseminating

knowledge amongst students, MSMEs

and public at large to enhance their literacy in
finance and tax.

Develop material on financial and tax literacy and
circulate the same in educational system.

Conduct training program for general public and
society at large.

THE CHARTERER ACCOUNTANT | MARCH 2021
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CSR and Sustainability Initiatives
- Pathway towards SDGs
= To form group for developing
Curriculum and Course in CSR audit.
# To work with Government and
refated Government bodies to emphasize upon
the CSR Audit and compliance.
Bringing publication and material on amended
C3R Laws.,
Emphasizing on individual social responsibility
{15R}
Instituting CSR awards to recognize industry and
stakeholders.

Make efforts to convert ICAT buildings inte green

buildings.

Bevelop Sustainability Reporting  Maturity

Model.

Partnering with Government for implementation

of Sustainability Development Goals (SDGs).

Tor constitute group for developing Sustainability

reporting standards and toolkit in Indian Context.

Initiatives to create awareness amongst Industey
and members for adoption of SDGs,

Members in Industry Initiatives
- Nurturing Tomorrow's Leaders

# Conceptualizing  Framework o

align profession in the digital era by

understanding expectations of members

from 1CAL and for evolving framewark

to involve and connect members with 1CALs
activities.

To establish process to capture markets insights,

emerging economic trends, expectations of

industry for devising strategy to remain market
relevant.

To conduct research sector wise and bring
publications by institutionalizing interface with
members-in-Industry.

Measures to enhance mobility of members
across sectors by exploring tie-ups with reputed
institutions for executive development programs
to  developmanagerial skills for  leadership
positions.

Organize training programs for members in
industry in emerging digital technologies like
fintech, blockchain and analytics ete.

wwnw, ical ang
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5(s, WORLD
‘CONGRESS OF

ACCOUNTANTS

2022 vetmoia

The inaiSute o CRate el
of Accoumants At coisnbsry of yuba
i Sty w1 AP Pl

WORLD
CONGRESS OF
ACCOUNTANTS

Mebworking. undoubledly ploys a pivolal role in business, WCOA 2002
iv past thal - an excefen! opportunity to network with business
infuencers. eminent speakers. peen, vendon, etc. who coninfreduce
professionals 1o new ways of improving business, increase fhe reach
ard collaborgte o achieve exponentiol gréwih,

Melwcnrk-ng al ine WOOA 2022 opens up enormous opporiunities for
professionals & businesses:

Connecling with people: WCOA 2022 will unile experds from across the
wiarid, promcting intercchion amaong o vanety of professionals. tharing
vortuable insighl oncontemporory ond emerging areas.

Augment business growth: Nebworking of WODA 2077 will be o greaot
NOV 2022 opporiunity fo generale luture butiness ieads and new collaboralions

It will enoble professionels lo understand the USPs of thelr global
counterparls, providing inpuls to augment growih,

Credte awaoreness about businesses: Professiondl can educale each
ofher on their busingss and intereshs. Industry experts tend o auliine
new tools, resources and trends in the indusiry, bringing up
cpporunitiesio cellaborate

Bulld sheng working relationshilps: Imherac fion at WOOA 20022 will aid In
forming a refationship which oflen leads o invitalions to other
prominent induslry events of resulls in infroduchion fo.another person
hoving polentiol o be o voluable contoct.

sharing of Experences: WCOA 2072 wil be o common venue for

professional to thore el wooess siones. Such expanances land 1o
provide the inspiralion, motivalion and of fimes provide The fingl push needed for o busines concept,
eo ot o product fo gatoff the graund.

Have fun and challenge yourself: Conferances are not just islening fo tpeakers or pasting through an
amray of exhitits, Al WCOA 2022 we hope to creale g unigue convergence of nelwaorking, learning. cnd
luninto asingle pockage thal will forcs the profesionals o challenge hemselves ond grow.

CONTACT US ;- 022 33471487/4%1 | E-MAIL:- WCOAZICAIIN
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Report - Annual Functio

Innovation & ICAI are Synonymous to Each
Other says Member of Parliament

The Institute of Chartered Accountants of India (ICAI) standing tall for move than
seven decades celebrated its 71" Anmual Function on February 9, 2021 in Gurugram
with preat vigour and enthusiasm. The event was praced by Shri (CA.) Arun Singh,
Hon'ble Member of Parliament (Rajya Sabha), CA. Atul Kumar Gupta, then President,
CA. Nihar N Jambusaria, then Vice President (online), Past Presidents, Central and
Regional Council Members of ICAL office bearers of several branches. The event also
recognizedachieventents by the meritorionus CAstudents, outstanding Regional Councils,
Branches and overseas Chapters wito were conferred awards for their extraordinary

accomplisiiments,

e THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA
' 71 ANNUAL FUNCTION

Chripl Gspad

Amidst social distancing a good number of
members, students and other stakeholders came
together to celebrate consistent contributions of
ICAL to the advancement and enhancement of
the Accountancy profession over a span of more
than seven decades, making it globally renowned
and distinguished. The presence of large numbers
of Accounting Professionals physically and online
is reflective of their enthusiastic commitment to
render top-notch quality services in all dimensions
of the profession; thereby forming the foundation
of a prosperous business industry and strong
Indian economy. ICAL has emerged as the world's
premier accounting body by setting precedence for
academic excellence and grooming world-class
dccounting professionals,

The momentous event started with lighting of
auspicious lamp and hymn of ICAT motto.

0 THE CHAETERED ACCOLINTAMT | MARCH 2021
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Shri Rakesh Sehgal ICAI Acting
Secretary, presented @ warm
welcome to the Chief Guest,
Shri (CA.) Arun Singh, Hon'ble
Member of Parliament (Rajya
Sabha), the then ICAIL President
CA. Atul Kumar Gupta, the then
ICAL Vice President CA. Nihar M. fambusaria,
other dignitaries and audience  present on the
occasion. Shri Sehgal expressed that it is a moement
of pride that the Institute has always been a trend
setter among the professional bodies in India in all
matters that are aimed at knowledge envichment,
skill sharpening, professional upgradation of its
members and students. He also stated that “hy

following seven decades of responsifile intervention,

the ICATD is wow recogmized for high techmical
and ethical standards on one hand aned stringent

WAL G TN
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educational standavds o the other side” Setting
tone for the Annuwal Day function, “fre said that
oceastons like these allow us ot only to kecp our
hemd Righ for pristine past but also fo ntrospect
and day o vision and path for the future”

Professional Accountants can help
Business to Build Early Warning Structures

CA. Atul Kumar Gupta, the then
President welcomed the gathering
at the Annual Function and stated
that it is not merely a time to
celebrate the achievements and
contributions made but is also
an opportunity to introspect and
analyse how far the ICAL is able
to reach in the direction of accomplishing vision.
Highlighting the importance of ICAT motto - ¥a esa
stptesn fagarti - for the accounting profession he
said that the Chartered Accountants are conscious
keepers of the society. He said "f belicve that in the
fast 72 years, the colleagues, the professionals, the
chartered accountants acted as the financial arnty
of the country as they not only besschmarked to the
global standards of the disclostre o pave the way
and protect the interest of the compon man but
they also act as a catalyst, as a growth trafectory
Jor the companies” He further stated that “the
chartered accountants are always known for their
Soresightedress, They are awake wierr everyboddy
is slecping meaning thereby they wundevstand the
Jutrere, Hhey visualise the future that what will be
the challenges”

He also highlighted different dimensions relevant
the profession in the years to come. Relerring
to pandemic he said — “the mew normal i a
deflimitation of the furisdictions as today we can
witness that the bustiess, the organization, the
trade gres beyorrd the geograpiical bondaries” He
explained that the laws such asindirect tax laws have
moved from being at local level to national level
and there are laws that are agquiring uniformity
across different global jurisdictions as they are
based on same preamble and these include Ind AS
(synonymous of [FRS), msolvency, valuations, risk
management, international taxation. Considering
the technological developments, he explained
*when we have the technology as the enabler and
the global furisdictions ave being disvegarded, it is
ol anly a challenge but also an spportusity for the
professiomals as well” He considered that the world

W L Org
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of audit will change on account of technological
factors that leading to automation on account
of developments such as artificial Intelligence,
block chain and robotic process automation. He
explained that the accounting professionals needs
to adapt themselves to remain relevant in the times
to come.

Addressing the gatliering, the then ICAI President
also said “The year 2020 was an unprecedented
and unpredictable year sivewn with numeronus ehbs
and flows, yet the lessons we learnt from il are far
greater in degree of significance and magnitude
than the curveballs it threw. ICAT taking note of the
situation, widertook all the required measires so
that the future CAs are well equipped to serve the
industry & society with their intellectual acrmen.
The learming showld not stop whatsoever the
sitwation may be”

He briefly highlighted the achievements of
the Institute during the year which included
association with various Government initiatives
like Atmanirbhar Bharat, boosting MSMEs,
establishment of Centre for Audit Quality,
scholarship and reduced fees, free classes, for
students, etc. He further added “As the econonies
emerge from hibernation, theaccounting conmunity
shonld strive to fined innovetive solutions to combet
tire aftermatit of the things that have taken place this
yean Professional Accountants, with their deeper
understanding of the processes, procedures and
systems, can help busivess to build early warning
structires within the organisations to forewarn
bt the threats and mitigate tie visk”

Concluding his address he thanked his Council
Colleagues and other stakeholders, Conveying
thanks to the then Vice-president he hoped that
the profession will get the new laurels and new
benchmarks will be et that everybody will cherish.

Presenting a Book on Accomplishments

CA. Prafulla P Chhajed, Past
President presented a Coflee
Book consisting of significant
Il memoirs and accomplishments
| of the year to the then President
on behalf of the Council. He
A briefly summarized some of the

key at.hlevements of the vear and complimented
CA. Atul Kumar Gupta for effectively steering
the profession. He alse said the book with limited

THE CHARTERED ACCOUNTANT | MARCH 2021 1
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pages cover cannot exhaustively cover all the
accomplishments. He conveyed best wishes to CA.
Gupta for all his future endeavours and referved
him as a man of the distinction.

ICAl is setting Standards for Globe to
Emulate

Shri (CA.) Aron Singh,
Hon'ble Member of Parliament
addressing  the  participants
referred to recent challenges
facing the mankind. Talking
about pandemic he said that its
implication was unprecedent
across the globe with complete
lockdown and crippling effect on all walks of life.
He said that initially people were worried as to how
they will be able save their lives. There were also
apprehensions about the availability of requisite
medical infrastructure in the country. At that time
the pubic of the nation stood committed to various
initiatives. He said that “fn any cowsery, the first
privrity is always public welfare” He complimented
ICAI for arranging a contribution of 21 crores to
the Prime Minister Cares Fund for the Pandemic
and said that it is testimony of the proactive role
played by the Chartered Accountants and the ICAL

He also said “CA profession fuas played a feue role
of Partwer in Netion building and Jias always beeit
at tie forefront promoeting variows initiatives of the
Government. fn the time of COVID-I% pandenic,
the CA profession remiadn af forefront and supported
Govermment & society and contributed in COVID
Sund, distributed kits for the needy ete. thronghout
the country”

He also updated the gathering about some of
visionary initiatives of the Government and
complimented the accounting fraternity on their
role in the accomplishments. He explained the
initiative of apening of bank accounts to financial
inclusion of all members of society, and how it has
helped the nation. He also explained the importance
of upliftment of lower strata and meeting their
basic needs by providing gas connections and
other faacilities. He explained how these initiatives
are going to help in growth of GDP. He said “or
recching the dream of becorning dollar five frillion
ccoranty, we need to iave good health of individials
and af sociely” Hon'ble Member of Parliament
Surther added “lnnovation & ICAT are synonymous
o each other, as ICAL always keep Innovating i
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every field, ie, curriceluom, implementing new
global practices, technofogical reforms, issuing new
nideliies ete. to be at the forefront of econmniic
develaprent”

He also stated that he can visualize from all
directions that India has bright future and for
transforming into a new India 4 major role has
to be played by accounting profession. He also
complimented the students for their hard work
and toil to learn during training and theoretical
education. Mentioning his own experiences, he
added “This moble profession has taught me time
management and sharpened by Managerial skills.
am proud tobe a part of s profession” Explaining
the pervasive nature of the Accounting profession
he said that the profession has reach in all parts of
society, in every city and town and is well respected
by all in a pervasive manner.

The Chief Guest also distributed awards under
various categories to  meritorious  students,
Branches/Regional Councils & Overseas Chapters
of ICAL He concluded by conveying thanks to the
ICAl and complimented various awardees,

The Triumph of Our Profession Must
Continue

CA. Nihar N. Jambusaria,
the then ICAI Viee-President, : i
presented  Vote of Thanks N
through video conferencing to ?’]
Hon'ble Member of Parliament C

Shri (CA.) Arun Singh and all '

others present in the gathering L
for participating in the award function and
making Annual function a grand success. He
conmveved special thanks to the Chiefl Guest for his
acceptance o grace the occasion in spite of several
constraints, He also appreciated the exemplary
work of the then President CA. Atul Kumar Gupta
and stated that he has put his heart and soul into
the profession. He thanked Past Presidents, the
council members and other office bearers fram
regions and branches. He also congratulated the
awardees for their accomplishments and wished
them best in their future endeveours,

The then [CAl Vice-President, also said “Bourd
by inutegrity and transpavency, the profession of
Chartered Acconntancy has been establisfing new
benclimarks in terms of providing excellent services
to the stakeholders and contributing towards the
canse of economic growtl of the nation” He further

L
;
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added “The tricempl af our professionr must continme
even in the times of transition and turbulence. We
need to Hiink differently and streive to conguer the
emerging chalfenges, simultaneously exploring and
capitalising on the petential opportunities”

Launches and Releases

Mame of Prublication/Course/Portal

«  Compendium of Forensic Accounting and
Investigation Standards {As on February 1,
2021}

«  Self-Paced “Course on Public Finance and
Government Accounting’ on DLH Platform of
1CAl

+  Guidance Note on Accrual Basis of Accounting

«  Guidance Mote on Accounting by E-commerce
Entitles

«  Valuation Professionals” Insight- Series- 5

+  Educational Material ICAI Valuation Standard
103- Valuation Approaches and Methods

+  Educational Material ICAL Valuation Standard
301- Business Valuation

+  Technical Guide on Valwation- (Revised
Edition 2021)

«  UDIN- A Report 2020- 21

«  FAOQs on Unigue Document ldentification
Mumber (UDIN) (Revised 2021}

«  Coffee Table Book of ICAI

+  Frequently Asked Questions on SEBI {Listing
Obligation and Disclosure Requirements)
Regulations, 2015

«  Handbook on Role of Women Directors
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'Report - Annual Function
|

Study on Compliance of Financial Reporting
Requirements (Ind AS Framework)

Case Study Digest (Final New)

MCOS & Case Scenarios (Final New)

MOOS & Case Scenarios (Final Old)
Introduction of Forensic Audit Technigue in
AICITSS- Advanced: Information Technology
Training Curriculum

Compendium of Opinions Volume 38
Compendium of Opinicns Volume 39
Compendium of Opinions Volume 40
Standard on Assurance Engagements (SAE)
3410 “Assurance Engagements on Greenhouse
Gas Statements”

Background Material on “Business
Responsibility and Sustainability Reporting
{BRSR)"

Sustainable Development Goals - Accountants
Creating Sustainable World- Part 1

Search Engine Portal

FAQSs on Ethical [ssues

Booklet on Independent Directors vis- d-wis
membérs in practice

E-Code

Video on revised Code of Ethics

Educational Material on Ind AS 105, Non-
current Assets Held for Sale and Discontinued
Oiperations

Technical Guide on Accounting of CSR Funds
by Third Partics

Handbook on Certification of Form C5R-1
FCAT Owverseas Directory

Awards to Best Regions and Branches

2020 Gold Shield and Certfcate | Prize -Silver | Shield and Cerdfcate
Certificate
Best Regional Council . Western India Regional | Eastern India
Council (WIRC) of ICA] | Regional
jointly with Southern Counil
India Regional Council {EIRC) of
(SIRC) of ICAl 1CAl

2. Southern India Regional
Council (SIRC) of ICAI
jointly with Western
India Regional Council
(WIRC) of ICAL

W L Org
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Best Branch of 1. Indore Branch of CIRC | Pune Branch | 1. Ahmedabad
Regional Council- of ICAI jointly with of WIRC of Branch of WIRC of
{Mega category) Bengaluru Branch of ICAL 1C AL jointly with
(2501 and above SIRC of ICAI Hyﬂgra}:mé. Branch of
members) 2. Bengaluru Branch of LB AL AL
SIRC of ICAI jointly with 2, Hyderabad Branch of
Indore Branch of CIRC SIRC of ICAT jointly
of ICAl with Ahmedabad
Branch of WIRC of
ICAl
Best Branch of 1. Ernakulam Branch of Pimpri 1. Kota Branch of CIRC
Regional Couneil SIRC of ICAI jointly with | Chinchwad of ICAI jointly with
- (Large category) Vijayawada Branch of Branch of Ludhiana Branch of
(1001-2500 members) SIRC of 1CAIL WIRC of ICAL NIRC af ICAL
2. Vijavawada Branch of 2. Ludhiana Branch of
SIRC of ICAI jointly with NIRC of ICAL jointly
Ernakutam Branch of with Kota Branch of
SIRC of 1CAL CIRC of ICAL
Best Branch of Siliguri Branch of EIRC of Jammu & Bhilai Branch of CIRC of
Regional Council- Al Kashmir ICAL
{Medium Category) Branch of
(501- 1000 members) NIRC of 1CAI
Best Branch of Salem Branch of EIRC of Belagavi Tirupur Branch of SIRC
Begional council- 1Al Branch of af ICAL
{Small category) SIRC
(201-500 members) of ICAI
Best Branch of Sivakasi Branch of SIRC of
Regional Council- ICAL
{Micro category)
{upto 200 members)
Best Students’ WICASA of WIRC of ICAIL SICASA of MNICASA of NIRC of ICAl
Association of SIRC of ICAL
Begional Council
Best Branch of Ahmedabad Branch of Pune Branch | Jaipur Branch of CICASA
Students’ Association- WICASA of WIRC of ICAI of WICASA of | of CIRC of ICAI
(Mega category) WIRC of ICAL
{10001 and
above Students®)
Best Branch of Students’ | Indere Branch of CICASA of | Ernakulam
Association- {Large CIRC of ICAI Branch of
category) SICASA of
{5001 to 10000 SIRC of ICAL
Students®)

2 | THE CHARTERED ACCOUNTANT | MARCH 2021
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category)
(1001 to 3000 Students®)

Best Branch of Students’ | Rajkot Branch of WICASA | Jodhpuar

Association — (Medium of WIRC of ICAI Branch of

category) CICASA of

(3001 to 5000 Students®) CIRC of ICAL

Best Branch of Students’ | Salem Branch of SICASA of | Kota Branch Siliguri Branch of
Association — {Small SIRC of HCATL of CICASA of EICASA of EIRC

CIRC of ICAT

of ICAI jointly with
Jalgacn Branch of
WICASA of WIRC of
ICAI

Jalgaon Branch of
WICASA of WIRC
of ICAL with Siliguri

Branch of EICASA of
EIRC of ICAL
Best Branch of Students’ | Sivakasi Branch of SICASA Eilaspur Pimpri Chinchwad
Association - {Micro of SIRC of ICAI Branch of Branch of WICASA
category) CICASA of of WIRC of ICAI
(Upto 1000 Students®) CIRC of ICAL jointly with Manded
sSrudents inchide Branch of WICASA
; e 2y of WIRC af ICAI
all stages ie CI'T/
Foundation & 1PCC/ Nanded Branch of
Intermediate + Final. WICASA of WIRC
of ICAL jointly with
Pimpri Chincliwad
Branch of WICASA
of WIRC of [CAl
Overseas Chapter Awards
Category [ (More than 500 Members)
UAE (Dubai) Chapter of ICAI e
oint 17
UAE (Abu Dhabi) Chapter of [CAT
Kuwail Chapter of 1CAL e
Category 11 (101 to 500 Members)
Bahrain Chapter of ICAIL 12
Singapore Chapter of ICAL o
Oman {Muscat) Chapter of [CAL I+
Category 11 (Upto 100 Members)
I The Netherlands Amsterdam) Chapter of ICAl 1
Canada (British Celumbia, Vancouver) Chapter of ICAI 2=
USA (San Francisco) Chapter of ICAL 3=

W L Org
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'm‘ Opinion

Classification of Advances for Infrastructure
Projects to be leased

A,

L

4

Facts of the Case

A Public Sector Undertaking (PSU) (herein
after referred to as ‘the Company') is an
infrastructural leasing non-banking financial
company, wholly owned by the Government of
India {Gol). It leases infrastructural assets to
one of the Ministries of Government of India in
the transportation sector,

The Company was hitherto required to adopt
Companies {Accounting Standards) Rules, 2006
(AS) It is now required to adopt Companies
(Indian Accounting Standards) Rules, 2015
(I AS) with the date of transition to Ind AS
being 17 April 2017, All its leases, as a Lessor, in
the past have been classified as finance leases in
accordance with AS 19, 'Leases!

The Company has entered into a Memorandum
of  Understanding  (Molf})  with  the
administrative Ministry (hereinafter referred to
as ‘the Ministry'} of the Government of India
for financing of certain infrastructure projects.
It may be noted that the infrastructure projects
have a long gestation period of 5 years or more,

Prior to entering into the aforesaid Mol the
Ministry had entered into a Memorandum of
Understanding in March 2015 with a leading
insurance company in the public sector to
draw funds for its infrastructure projects. In
accordance with the said Memorandum of
Understanding, the Ministry authorised the
Company to draw funds from the insurance
company and invest those funds in the identified
projects of the Ministry, to be subscguently
leased by the Company to the Ministry.

The querist has mentioned that the preanmible Lo
Mokl states as follows:

“The terms and conditions of the financial
assistance agreed between the Ministry  and
insurance company provide for a tenor of 30
years for each instalment, with capitalization
of interest accruing in the first 5 years and
repayment of principal in equal semi-annual

THE CHARTERED ACCOLUNTANT  MARCH 2021
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instalments in 20 years commencing after a
maratoriem of 10 years. In accordance with the
provisions of the above Mol and understanding
between the Ministry & insurance company,
the Ministry has vide its letter of july 2015,
atithorized the Company to draw the funds from
insurance company against issue of bonds, It has
also been agreed upon between the Ministry,
insurance company & the Company that the
Company will invest the funds in identified
Ministry’s project to create  infrastructure
assets which would be leased by the Company
to the Ministry and the terms and conditions of
the lease will substantially reflect the terms and
conditions of funding by insurance company
under the Mol with the Ministry.

This Moll is being entered into by the Parties
to incorporate and record the main terms of
understanding between the twa Parlies in
refation to the Transaction defined below,
pending the execution of formal agreement
between the two Parties. As and when formal
agreements between the Parties are executed,
this Memorandum of Understanding  will
be deemed to have been subsumed in such
formal agreements, Until then, the terms and
conditions incorporated herein shall continue
to bind the Parties.

This Mol shall be deemed effectivee from date
of first Pre-lease Dishursement”

The querist has further mentioned that as per
the said Mol

= Lessor is the Company;

- Lessee is Ministry.

The methedology that is adopted as per Mol is
as under:

- Mol coming into effect;

+ Fund mobilisation by Lessor;

- Pre - lease disbursement to Lessee;

- Execution of Lease Agreement. License
Agreement - and  Development  Agency

AT IS Qg
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Agreement. The effective date of each of these
agreements shall be the date of execution of
the MaolJ;

Lessee, as Development Agent of Lessor under
Development Agency Agreement continues
to carry out asset installation;

Production of LUtilisation Reports(s) [
Completion [ Commissioning certificate by
Lesses;

- Commencement of lease;
- Payment of periodic lease payments,

The Licensing Agreement grants the Lessor
permissign to acquire, construct, hold, enjoy
and where necessary, transfer 1o Lessee the
infrastructure assets on Lessee's land.

The Development Agency Agreement provides
that all activities pertaining to development
of infrastructure assets shall be carried out by
Lessee as agent of Lessor,

The Ministry shall appoint the contractors for
implementation of projects. The disbursement
made by the Company to the Ministry shall be
wsed by the Ministry for making payments to
contractors. The Ministry is the agent and the
Company is the undisclosed principal.

The Lease Agreement shall contain the terms
and conditions of the lease with the Company
as Lessor and the Ministry ag Lessee.

The guerist has informed that it is ageeed
between Lessor and Lessee that the ledse
payvments shall be priced so as o provide
an agreed mark-up over the Lessor's cost of
funding. The Lessor's cost of funding is agreed
s l.'II'I.dEI'I

“Cost of funding, in respect of any source of
I’-'unding. shall include the ageregate cost of
barrowing in respect of such source of Funding,
including:

a.  Coupons or interest, and in case of
funding with any variable rate, inclusive of
such variation;

b, All upfront costs or cost incurred at any
time for mobilisation of such Funding,
including cost of issue, listing, servicing,
registration  costs,  security  interest
creation;

WAL T Org
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¢ Cost of hedging Funding, if any either
against interest rate risk or foreign
exchange risk or both, or whether any such
risk is not wholly or partly hedged, the cost
or losses incurred due to any variation of
interest rates or foreign exchange eates,
both on account of principal and interest;

d. Cost of any equity or equity component
inherent in a source of Funding, not being
less than the prevailing cost of borrowing
for the Lessor in domestic market,
disregarding any tax benefits;

e Al taxesftax deduction  including
withhelding tax on the servicing of any
Funding, te the extent the same Is borne
by the Lessor.

Cost of funding shall be determined with
respect to any source of Funding at the time of
raising of the relevant Funding.

In case, in respect of any Infrastroecture Asset,
different Funding sources are used, or different
Funding sources are used at different points of
time, then a weighted average Cost of Funding
shall be determined with respect to such
Infrastructure Assets based on the time when
the Pre-lease Disbursement for the same were
miade,”

The querist has dlso mentioned some other
important definitions / terms and conditions af
thie Moll as follows:

“Acquisition Cost: The total cost to Lessor of
acquisition of an Infrastructure Asset more
particularly described in agreements to be
executed between the Partics, including all
development costs. and where the Lessor has
made Pre-lease Disbursement, the capitalised
value of Pre-lease Payments, to the extent the
same are not paid by the Lessee,

Internal Rate of Return (IRE): In respect
of any Infrastructure Asset, the rate at
which the present value of Lease Payments,
discounted on yearly basis, equals, at the Lease
Commencement Date, to the aggregate of:

a. Al costs incurred by Lessor towards
Development of Infrastructure Asset;

b.  Any Applicable Taxes on acquisition of

THE CHARTERED ACCGUNTANT | MARCH 2021 Pl
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Infrastructure  Asset, unless separately
reimbursed by Lessee;

¢. Capitalized interest during the period
from Pre-lease Disbursement Date till
Lease Commencement Date, unless
the Lessee has paid matching Pre-lease
Payments,

Lease Commencement Date: The date on
which the lease, in respect of an Infrastructure
Asset shall have commenced, which shall be
the date of completion of the Infrastructure
Asset or such further date as notified by the
Lessee and shall be specified by the Parties by
execution of a Lease schedule.

Lease Pavment: The payments in respect of
the lease of an Infrastructure Asset, from the
Lease Commencement Date, during the Lease
Tenure.

Pre-lease Disbursement: Any disbursement of
money that Lessor may be called upon by Lessee
to make to Lessee, for the purpose of fessee to
acquire or bring into existence Infrastructure
Assets, to be leased in terms of this Agreement.

Pre-lease Payments: The payment, in respect
of any Infrastructure Asset, during the period
COmmencing from the Pre-lease Disbursement
date to the Lease Commencement Date, with
reference  to the Predease  Disbursement
Amount towards reimbursement of the funding
ensts of Lessor,

In order to ensure that the Lessor does not
have any cash flow shortfall on account of
servicing of any Funding source prior to the
Lease Commencement Date, Lessee shall pay
to the Lessor Pre-lease Payments, based on the
amount of Pre-lease Disbursement done, at
Cost of Funding,

The Pre-lease Pavments shall stop to accrue at
Lease Commencement Date,

IRR: It is agreed that Lease Pavments shall be
priced s as to provide an agreed mark up over
the Lessor's Cost of Funding.

Structuring of Lease Rental- The Lease rental
shall be structured in a manner to match with
servicing of bonds issued to the insurance
COMPany.

THE CHARTERED ACCOUNTANT | MARCH 2021
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Primary Lease Period- 30 years matehing the
tenor of bonds issued to the insurance company.

Secondary Lease Period- Shall commence on
the date immediately following the expiry of
the primary lease period as mutually decided
bebween the parties, for a period as mutually
decided between the parties”

Due to certain regulatory restrictions, the
insurance company is unable to provide the
agreed financial assistance in full. Thus, to
meet the remaining funding requirements of
the Ministry as per Moll, the Company raises
funds from alternate sources in addition to the
deplovment of its own funds. The Company has
been making pre—lease disbursements from the
financial year 2015 -16 till date, The Company,
since financial year 2015 - 16 has been charging
Ministry, the cost of funding, computed as per
Mall, that includes the following:

- Interest charged by the insurance company;

- Interest chiarged by other lenders;

- Interest on own funds deployed;

« Margin;

- Oither upfront costs,

The Campany, till the accounting period ended
31% March 2018, had adopted Accounting
Standards (ASs), With respect to the aforesaid
transaction, it had made the following
presentation:

- In the Statement of Profit & Loss:
o Revenue from Operations:

. Interest on lease advance (this includes
borrowing costs and cost of own funds
deployed and margin)

o Finance cost includes borrowing cost on
funding of the infrastructure assets

- In Balance Sheet:

o Long Term Loans and Advances
+  Advance against lease of Ministry
infrastructure assets

o Other Non-current Assets

- Interest  against  construction  of
Ministry Infrastructure assets accruid
but not due

e ical ang
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10 The financial staternents for the vear ended 317

March 2019 have been prepared in accordance
with Ind ASs. As per the querist, Ind AS 17,
‘Leases’ applies to the aforesaid transaction, of
which the following definitions merit attention:

“The inception af the fease is the earlier of the
date of the lease agreement and the date of
commitment by the parties to the principal
provisions of the lease. As on this date:

{a) A lease is classified as either an
operating or a finance lease; and

{(b) Im the case of a finance lease, the
amounts to be recognised at the
commencement of the lease term are
determined.”

“The commencement of the lease term is
the date from which the lessee is entitled to
exercise its right to use the leased asset. It
is the date of initial recognition of the lease
(ie the recognition of the assets, liabilities,
income or expenses resulting rom the lease,
as appropriate).”

As per the Company, there has already been
‘inception of lease’ on the date the Moll
has been executed as it lists in detail the
principal provisions of the lease, The lease is
classified as a finance lease, The methodology
for determination of the amounts to be
recognised at the commencement of the lease
(i.e. entitlement to exercise its right to use the
leased assets) is agreed between the Lessor and
the Lesses.

. In nutshell, Ind AS 17 applies to the transaction.

Considering the applicability of Ind AS 17 and
other relevant Ind ASs, the Company applied
the following judgement relating Lo presentation
of financial statements prepared as per Division
1l of Schedule 1l to the Companies Act,
2013 as applicable to a non-banking financial
company whose financial statements are drawn
up in compliance with Ind ASs:

- In Statement of Profit & Loss:

o Finance cost continues to include borrowing
cost on funding of the infrastructure assets,
However, these borrowing costs are then
deducted from the gross finance costs;

WAL T Org
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o Interest aceruwed on deployment of own funds
and Margin are presented under the head
Pre-commencement  lease - interest
income” under the head ‘Interest Income’;

- In Balance Sheet:

o The pre-lease disbursements  including
barrowing costs are presented under 'Other
financial assets’ as ‘Advance against the
Ministry Infrastrueture Assets to be leased!

o Interest accrued on deployment of own
funds that is presented under the head Pre—
commencement lease — interest income’
under the head ‘Interest Income” in the
Statement of Profit & Loss" is also presented
under ‘Other financial assets’ as  ‘Interest
accrued but not due on advance for the
Ministry project to be leased’

A view has been expressed that ‘the pre—lease
disbursements  including borrowing  costs
presented under “Other financial assets’ as
Advance against the Ministry Infrastructure
Assets to be leased’ should be presented,
pending completion, under the head “Mon-
financial assets - capital advances' since the
above advances were given to the Ministry
for creation of infrastructure assets which are
under construction and the lease will commence
after the completion of the construction and
development of infrastructure assets.

The Company has presented the  aforesaid
itermn as Anancial asset singe Ind AS 17 already
applies to the aforesaid transaction as already
concladed above and also based on the
following judgements and application of other
refevant Ind ASs:

As per paragraph 11 of Ind AS 32, "Financial
Instruments: Presentation, “A financial asset
is any asset that is:

{a) cash;
(b} an equity instrument of another entity;
{c) acontractual right:

(i) to receive cash or another
financial asset from another
entity; or

{ii} to exchange financial assets or

THE CHARTERED ACCGUNTANT | MARCH 2021 Fi
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0

financial liabilities with another
entity under conditions that are
potentially favourable to the
entily; or

(d) acontract that will or may be settled in
the entity’s own equity instruments and
is:

(i) a non-derivative for which the
entity is or may be obliged to
receive a variable number of the
entity's own equity instruments;
or

(1) a derivative that will or may
be settled other tham by the
exchange of a fixed amount
of cash or another financial
asset for a fixed number of the
entity’s own equity instruments,
For this purpose the entity's
own eguity instruments do
not include puttable financial
instruments classified as equity
instruments  in accordance
with paragraphs 16A and 168,
instruments that impose on the
entity an obligation to deliver to
another party a pro rata share
of the net assets of the entity
only on ligoidation and are
classified as equity instruments
in accordance with paragraphs
16C and 16D, or instruments
that are contracts for the future
receipt or delivery of the entity's
own equity instruments,”

With reference to observation, the attention
is drawn te paragraph cfi) of the aforesaid
definition that reads as, "a financial asset is any
asset that is a contractual right to receive cash
or another financial asset from another entity”

The financing of the Ministry Project
commenced from the vear 2015-16. As per
terms of the arrangement with the Ministry,
moratorium  period of above funding will
be 5 years and thereafter the repayment will
commence. The repaymest (s nof finked with e
date of completion of construciion of projects,
The repayment schedule is in line with the terms
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and conditions of bonds issued to the insurance
company. The right to receive the above
amount vests with the Company irrespective of
completion of projects and creation of assets by
the Ministry. The date of receipt of lease rentals
crystalises from the day one when the amount
is transferred which confers the contractual
right to receive the amount from a specific
date. The entire pre-lease disbursement is
receivable by the Company from the Ministry
as per Mol There is an underdying confirmed
irrevocable contract (Mobl) for the Company
to recefve back from the Ministry, the pre-
lease dishbursements either in the form of direct
fund teansfers in cash through normal banking
channels (financial asset) from the Ministry or
in the form of lease receivables (financial asset),
{Emphasis supplied by the querist.)

. Further, paragraph 35 of 'Framework for the

Preparation and  Presentation of Financial
Statements  in accordance  with  Indian
Accounting Standards? issued by the Institute
of Chartered Accountants of India, under the
heading, 'Substance over Form' states that
“If information is to represent faithfully the
transactions and other events that it purports
to represent, it is necessary that they are
accounted for and presented in accordance
with their substance and economic reality and
not merely their legal form. The substance
of transactions or other events is not always
consistent with that which is apparent from
their legal or contrived form.”

Furthermore, paragraph 10(b) (i) of Ind AS &,
‘Accounting Policies, Changes in Accounting
Estimates and Errors” requires that the financial
statements, inorder to be reliable should reflect
the economic substance of transactions, other
events and conditions, and not merely the legal
form.

. The querist has stated that the Company has

made the following disclosures in its notes to
the financial statements:

“The Ministry vide letter dated de/mm/2015
had authorized the PSU Company te draw
funds from the insurance company in
consultation with the Ministry  for funding
of the Ministry Projects in line with leasing
methodology adopted by the PSU Company for

WAL I ang
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42

funding the Ministry Prajects in past. Pending
execution of the Lease Documents, the PSL
Company has entered into a Memorandum
of Understanding with the Ministry on dd/f
mm/ 2017 containing principal terms of the
leage transactions, The total sum of Rs, xxx
lakhs disbursed to the Ministry till the end
of 31 March 2019 (31* March 2018: Rs. x.xx
lakhs) has been shown as ‘Advance against the
Ministry Infrastructure Assets to be leased!
A samoof Bs. x.xx lakhs (31" March 2018 ; Rs.
x.xx lakhs) incurred by the PSU Company on
account of interest cost on the funds borrowed
for the purpose of making aforesaid advances
has been capitalised and added to the Advance
paid against Infrastructure assets to be leased
out to Ministry. Under the erstwhile Indian
GAAP the said amount was accounted for as
Interest Income which under the Ind AS has
now been reduced fram interest expense. The
same would be recovered through lease rentals
in future over the life of the leases.”

Thus, in the judgement of the Company, the
advance has been correctly classified as financial
asset, This classification also meets the criteria
of ‘substance over form

The querist has further bricfed the issue vide a

Supplementary Note which provides as follows:

The Company was incorporated in 1986 as
a dedicated borrowing arm of one of the
Ministries of Gol, to meet their extra budgetary
resource (EBR) requirements. ‘The Company
is registered with RBI as Non Deposit Taking-
Systemically Important- Mon Banking Fimancial
Company, The Company is also natified as a
Public Financial Institution under section 4A of
Companies Act, 1956, (Mow, section 2 (72) of
Companies Act, 2013),

Since the beginning, the Company is pliying a
strategic role in meeting the EBR requirements
of the Ministry and has been  consistently
funding about 25%-30% of the plan outlay of the
Ministry on vear to vear basis,

The Company has adopted the hnancial leasing
maodel for funding of infrastructure projects.
As per allocation of business rules of Gol, no
ministry other than Ministry of Finance can
make direct borrowings from the market.
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In terms of these rules, the Ministry can't
borrow directly from the market, therefore,
in order to meet its EBR reguirements, the
Company  borrows from the market and
transfers the borrowed funds to the Ministry
which in turn utilises these funds for payment
to contractors for construction of its Projects,
For construction of Projects, Ministry acts an
agent to the Company and the Company is the
principal and legal owner of these projects.
However, the Company is not involved in the
process of selection of contractors, supervision
of construction and payment to contractors,
ete, Further, the projects are being constructed
on the Ministrys land. The projects have a
moratorivm of 5 vears and the Company is
also fiinancing the interest during construction
period. The projects are being financed by the
Company from the borrowed funds and internal
accruals. On completion of projects, these
projects would be leased out by the Company
to the Ministry. The prajects will be maintained
by the Ministry, Ministry will pay the semi-
annual lease rentals to the Company, which wall
be used by the Company for servicing its debt
obligations towards the insurance company |/
other lenders. The Company prices the leases at
cost plus basis, Le., in addition to actual cost of
borrowing, it charges a margin of 25bps-35bps
to calculate the IRR of leases. On completion
of lease, the assets will be transferred back to
the Ministry at a token amount. To sum up, the
entire contral of the projects from the beginning
till the end rest with the Ministry, the Company
is only a financier.

In the instant case, the Ministry entered into
a Moll with a public sector life insurance
company in March, 2005 for funding of Railway
infrastructure  projects by  the  insurance
company. Since the Ministry can’t directly
borrow  from the insurance company, it
authorised the Company to borrow the funds
fram the insurance company and transfer the
same to them for construction of its projects,
Henee, the Company is a channelising agency
between the insurance company and the
Ministry.

As per agreed terms and conditions with the
Ministry, the leases have to be structured on
back to back basis with the terms and conditions
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settled with the insurance company to service
its debt. Thus, interest pavment / repayment
from the Ministry is to commence irrespective
of the fact whether projects get completed or
not during the moratorium period.

The querist has also separately mentioned
that till date, no pre-lease payments have
been made by Lessee to Lessor since the date
of pre-lease disbursement. Further, no lease
income or lease receipts have started. The same
would start from October 2020 and would be
received during April 2021, Furthermore, lease
agreement with the Ministry is vet to be drafted
and executed as lease will commence from
FY. 2020-21. However, principal terms and
conditions of lease are mentioned in the Moll
with the Ministry. It is also stated by the querist
that the query is with reference to accounts
relating to EY. 2018-19 and at that point of time
Ind A5 17 is applicable, However, w.ef, 1 April,
2019, a new Standard, Ind AS 116, ‘Leases’ has
become applicable; so opinion may be given
on the accounting treatment under both the
Standards {Ind AS 17 and Ind AS 116).

Query

Considering the above background, the querist
has sought the opinion of the Expert Advisory
Committee on the following issues:

(1) The pre-lease disbursements including
interest accrued on it. as made by the
PSU to the Ministry has been accounted
for as a financial asset and classified
under "Other financial assets” as Advance
against  Ministry  Infrastructure  Assets
to be leased! Is the classification and
presentation correct?

(i) In case the answer to (i) above is not
affirmative, what should be the correct
classification and presentation for pre-
lease disbursement including  interest
acerued on it?

Points considered by the Committee

. The Committee notes that the basic issue

raised in the query relates to classification and
presentation of the pre-lease disbursements
including interest accrued, as made by lessor
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Opinion _

{viz., the Company or PSU) to Lessee (viz.,
Ministry) for development of Infrastructure
assets by Lessee (who is acting as development
agent  for  Lessor). The Committee  has,
therefore, considered only this issue and has
not considered any other issue that may arise
from the Facts of the Case, such as, examining
whether the Company is acting as an agent
ar principal under the said arrangement;
accounting for leases including determination
of classification of lease, recognition and
measurement of lease asset/receivable, etc.;
recognition and measurement of interest
earned on pre-lease disbursements; accounting
for borrowing costs on funds borrowed, cost of
awn funds deploved and margin earned by the
Company, etc.; accounting for borrowing coston
funding of the infrastructure assets; accounting
treatment under Aceounting Standards notified
under the Companies {Accounting Standards)
Rules, 20006; adiustments on transition to Ind
ASs; nomenclature used for describing the pre-
lease dishursements in the financial statements
as ‘Advance against the Ministry Infrastructure
Assets to be leased’ ete, The Committee further
wishes to mention that Indian Accounting
Standards cited hereinafter refer 1o Standards
notified  wnder the Companies (Indian
Aecounting Standards) Rules, 2015,

Further, since the query refers tothe presentation
in the financial statements for the financial
vear 2018-19, the Committee has expressed
its opinion in the context of position as on 319
March, 2019, However, although in respect of
financial year 2018-19, Ind AS 17 is applicable
and not Ind AS 116 (which is applicable from
financial vear 20019-20 onwards), since the
querist has sought the opinion in the context of
both Ind AS 17 and Ind AS 116, the Committee
has examined the issue from the perspective
of both the Standards, but in respect of the
financial position as on 31* March 2019 (without
considering the developments thereafter),

. Analysis tivigler Tl AS 116, Leases:

The Committee notes that as per paragraph 9
of Ind AS 116, “At inception of a contract, an
entity shall assess whether the contract is, or
contains, a lease. A contract is, or contains,
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a lease if the contract conveys the right to
control the use of an identified asset for a
period of time in exchange for consideration,

m
i

Inception date of the lease has been defined as
“the earlier of the date of a lease agreement and
the date of commitment by the parties to the
principal terms and conditions of the lease”

Further, Ind AS 116 defines the Commencement
date of the lease as “The date on which a lessor
makes an underlying asset available for use by
a lessee,”

Underlying asset has been defined under Ind
AS 116 as “An asset that is subject of a lease,
for which the right to use that asset has been
provided by a lessor to a lessee.

From the above, the Committes notes that
commencement date iz the date on which a
lessor makes an underlving asset available
for use by a Lessee. The timing when the
lease payments start does not affect the
determination of commencement. date of the
lease. The Committee is of the view that under
Ind AS 116, the term, ‘available for use” can
generally be interpreted as, if a Lessee takes
possession of, or is given control of, the use
of the underlying asset which may be even
before it begins operations or starts making
lease pavments under the terms of the lease,
Thus, the lease term can commence even il the
Lessee is not required to pay rent or the lease
arrangement states the lease commencement
date to be a later date. The timing of when the
lease payments begin under the contract does
not atfect the commencement date of the lease.

Anaivsis uoder ind AS 17

The Committee notes the following
requirements of nd AS 17:

“The inception of the lease is the earlier of
date of a lease agreement and the date of
commitment by the parties to the principal
provisions of the lease. ..°

“The commencement of the lease term is the
date from which the lessee is entitled to
exercise its right to use the leased asset. It
is the date of initial recognition of the lease
{ie the recognition of the assets, liabilities,
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income or expenses resulting from the lease,
as appropriate).’

Thus, the lease commences when the Lessee can
exercise its right to use the leased asset, which
can generally be construed as the date when the
Lessee takes possession of the asset or when it
is available for use and the Lessee can control
the use of the asset; and the same may be even
before when the entity beging operations or
starts making lease payments under the terms
of the lease, Thus, under Ind AS 17 also, the
timing of when the lease payments begin under
the contract does not affect the commencement
date of the lease.

From the ahove analysis, the Committee is of the
view that for the purposes of Ind AS 17/116,in
the extant ease, lease shall commence only when
the underlying/leased asset (Infrastructure
assets) is available for use to the Lessee, The
infrastructure assets shall be available for use to
the Ministry (the Lessee)l when the Company/
PSU (the lessor) gives the possession or right to
use the asset, which in this case shall happen
only once the asset has been developed and
passed by the developer (the Ministry) to
the PSU (the Lessor) for further lease to the
Ministry (the Lessee).

Ind AS 17/ 116, however, makes a distinction
between  inception of the lease and the
commencement of the lease term. [nception
of the lease is defined as the earlier of date of
a lease agreement and the date of commitment
by the parties to the principal provisions of the
lease.

Based on the facts of the case, the Committee
observes that there has been inception of lease
as on the date the Mol! was entered, as the
Mol clearly sets the intention of the Ministry
taking infrastructure assets on lease from the
PsSLL Howewver, the Committee notes that as
on 31" March 2019, no lease income or lease
receipts have started. Further, since the pre-
lease disbursements including interest accrued
on it, as made by the PSU to the Ministry has
been presented as ‘Advance against Ministry
Infrastructure Assets to be leased, it is apparent
that the infrastructure asset, which is to be
leased to the Ministry is not yet complete and
the leasing thereof has not yet commenced as
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per the Mol as on March 31, 2019 {which is
also stated by the querist to commence from
EY. 2020-21). In this context, the Committee
also notes that as per the requirements of Ind
AS 17/116, it is at the commencement of the
lease term, the Lessor recognises the finance
lease asa lease receivable and not before that.
Thus, the Committee is of the view that in the
extant case, though there has already been an
inception of the lease as on March 31, 2009,
gince the lease has not commenced, recepvable
under Ind A5 17/116 cannot be recognised. It
is only after the commencement of lease, the
pre-lease  disbursement shall be considered
for valuation of 'Finance lLease Receivable,
considering it as advance paid to the developer
for construction of the asset. Accordingly, in
the extant case, since lease has not commenced
as on 31* March, 2019, Ind AS 17/116 are not
relevant for determining the presentation of
pre-lease disbursement.

. The Committee now notes the series of

transactions in the extant case as follows:
+  The Company/PSU (‘the Lessor’) shall

lease infrastructure assets to the Ministry
{'the Lessee’),

+  The PSU has got funding arranged from
a leading insurance company and other
SOUrces.

+ The PSU then advances the funding
{pre-lease  disbursement) om ‘a5 and
when required basis' to the developer
of  the Infrastructure  assets  for
development, creation and construction
of those infrastructure assets. Herein, the
developer is the Ministry itself, which is
acting as development agent for the PSUL

+  Onee the infrastracture assets are ready
for use as confirmed by the developer, the
PSU shall lease the infrastructure assets
to the Ministry for lease rentals (which
comprise of cost of funding to the Lessor
plus margin).

The Committee is of the view that if these
transactions are viewed independently, the pre-
lease disbursement seems like an advance to
vendor for asset development, which is termed
as a ‘Capital Advance! However, the Committec
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notes that there isaclawse of Pre-lease payment’
in the Moll, which requires the Developer {'the
Ministry”) to pay to the PSU payments based
an the amount of pre-tease disbursements
done, at the cost of fundlhg. The Mol clearly
specifies that “fn order to enstre Hhat the Lessor
does wot fave any cash low shortfall on accownt
af servicing of any Funding source prior to the
Lease Contmencesten! Date, Lessee shall pay
to the Lessor Pre-lease Payiments, based on the
amount of Pre-lease Dishurserment done, at Cost
af Funding, The Pre-lease Payrents shall stop to
acerue af Lease Compnencement Diate” Further,
as per the understanding between the PSU and
the Ministry, moratorium period of Pre-Lease
Disbursement’ made by the PSU te the Ministry,
will be 5 vears and thereafter the repayment
will commence. The repayment is not linked
with the date of completion af comstruction af
projecis. The repayment schedule is in line with
the terms and conditions of the bonds issued
to the insurance company by the PSU, The
right to receive the above amount {pre-lease
disbursements along with cost of funding of the
Company) viests with the PSU from the day one
when the amount is transferred which confers
the contractual right to receive the amount from
a specific date irrespective of completion of
projects and creation of assets by the Ministry.
{Emphasis supplied by the Committee.)

The Committes also notes that the guerist
has specifically mentioned in the Facts of the
Case that there is an underlying confirmed
irrevocable contract (Molf} for the Company
to receive back from the Ministry, the pre—
lease disbursements either in the form of direct
fund transfers in cash through normal banking
channels {(financial asset) from the Ministry
ar in the form of lease receivables (financial
asset). In this context, the Committee notes the
following requirements of Ind AS 32, ‘Firancial
Instruments: Presenbation’

“Afinancial assef is any assel that is:

{a} cash;

{b} an equity instrument of another entity;
{c) acontractual right:

(i) to receive cash or another
financial asset from another
entity; or
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(i)  to exchange Anancial assets or
financial liabilities with another
entity under conditions that are
potentially favourable to the
entity; or

(d) acontract that will or may be settled in the
entity’s own equity instruments and is:

(i) a non-derivative for which the
entity is or may be obliged to
receive a variable number of the
entity’s own eguity instruments;
or

(i) a derivative that will or may
be settled other tham by the
exchange of a fixed amount
of cash or another financial
asset for a fixed number of the
entity's own equity instruments.
For this purpese the entity’s
own equity instruments do
not include puttable financial
instruments classified as equity
instruments in  accordance
with paragraphs 16A and 165,
instruments that impose on the
entity an obligation to deliver to
another party a pro rata share
of the net assets of the entity
only on liguidation and are
classified as equity instruments
in accordance with paragraphs
16C and 160, or instruments
that are contracts for the future
receipt or delivery of the entity’s
own equity instruments.”

From the above, the Committee notes that a
financial asset is a contractual right to receive
cash or another financial asset. The Committes
is of the view that pre-lease payment in the
extant case has been defined in a manner to
ensure that the Company shall be paid against
the pre-lease disbursement made along with
interest accrued on it as per the Mol) so as to
ensure that the Company is never short of cash.
Thus, there is a contractual right to receive
cash against such disbursement and interest
acerued thereon as per Mall, Alse, considering
the facts of the case, it is apparent that hoth
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the PSU and the Ministry have an intent to
make repayment against the disbursement
made, after the moratorium period of 5 vears
from the date of disbursement irrespective of
the fact whether asset is ready for use or not,
Therefore, the Committee is of the view that pre-
lease disbursement in the extant case meets the
definition of ‘financial asset” as per Ind AS 32 and
should be presented as ‘other financial asset!

Opinion

On the basis of the above, the Committee is of
the following opinion on the issues raised by the
querist in paragraph 17 above:

{iy  The classification of  pre-lease
disbursement along with interest accrued
thereon as a ‘financial asset’ and its
presentation in the balance sheet of
the PSLI under ‘other financial assets' is
appropriate.

(i} See (i) above,

The Opinion is only that of the Expert Advisory
Committee and does not necessarily represent
the Opinion of the Council of the Institute.

The Opinion is based on the facts supplied and
in the specific circumstances of the guerisi.
The Committee finalised the Opinion on
August 4-3, 2020. The Opinicn must, therefore,
be read in the light of any amendments and/or
other developments subsequent to the issuance
of Opinion by the Committee.

The Compendivim of Opinions contatning the
Opinions of Expert Advisory Committee has
been published in thirty seven volumes, This
is available for sale at the Institutes office at
Wew Delhi and its regional council offices at
Mumbai, Chennai, Kolkata and Kanpur.

Recent opinions of the Committes are available
on the website of the Institute under the head
'Resources’,

Opinfons can be obtained from EAC as per
its Advisory Service Rules which are available
on the website of the ICAlL under the head
‘Resources’. For further information, write to
cacgical.in
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Union Budget 2021-22: A Milestone in
Nation Building

Budget for 2021-

22 has come

under tremendous
financial constraints
and heightened
expectations of
stakeholders and
public at large.

The economy has
wilnessed an
unanticipated
ECOHOMIIC Crisis
precipitated by the
COVID-19 pandemic
and an unaveidable

nationwide lockdown.

GDP is expected

to shrink by more
than 7 per cent in
the vear 2020-21
and employment
has decreased,
drastically. Economy
is passing through

a conirvactionary
slow-down in
economic activities,
Consequently,

tax revenue of the
government is set to
Jall substantially.
Therefore, the budget
for the year 2021-
22 has been brought
out to reinvigorate
the economy. Read
HIOre. ..
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Dr. Rajeev Kumar
The anthor B8 Assditant Professon, Depantment of
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Among other things, it
envisages to accelerated the
pace of structural reforms under
the Aatmanirbhar Bharat (May
20200 ANB 2.0 and ANB 3.0
The notable reforms included
commercialisation of mineral
sector, Labour and Agricultural
Reforms, Privatisation of

PSLIs, One Nation one Ration
Card, financial inclusion and
production linked incentive
scheme. Budget has set the pace
for India to become self-reliant
or Aatmanirbhar.

Review of Literature

The Constitution of India
mandates upon the Union
government to lay down ‘annual
financial statement’ (which is
referred to as budget) before
the Parliament. The budget

is a statement of the financial
statistics of the government for
three years, the last vear, the
current yvear and the ensuing
vear. Traditionally, Union
budget is classified in revenue
and capital budpet categories

- " -
THE CHARTERED ACCOUNTANT EMARCH 028 L

anax8a.pressmart.com/TheCharteredAccountant/print.html

37/146



and it comes with proposals for
various sectors of the economy
and various sections of the
society along with tax related
proposals in the Finance Bill.
The budget is considered as an
important policy document
because it reflects the financial
position and fiscal policy stance
of the government along with
the direction in which the
government intends to steer the
ECONOY.

Article 112 and 202 of the
constitution of India mentions
about the presentation of annual
financial statements by the
Union and State Governments
respectively (Basu, 2009). Under
article 11202}, the estimates are
shown separately for vatable
expenditure charged upon the
Consolidated Fund of India

and the sums required to meet
other non-votable expenditures
proposed to be made from the
Consolidated Fund (Sury, 2002).
Further, tax proposals are shown
in the Annual Finance Bill. As
mentioned earlier, Government
presents the budget in the form
of ‘revenue budget’ and ‘capital
budget! Revenue budget shows
revenue receipts and reverue
expenditures, While capital
budget shows capital receipts
and capital expenditures af

the Government, revenue
receipts are all those receipts
which neither reduces the

assel position nor increases
tiability position of the
Government. Capital receipts,
on the other hand, are all

anax8a.pressmart.com/TheCharteredAccountant/print.html

B Union Budget 2021-22

those receipts which either
reduces the asset position or
increases liability position of
the Government. Similarly,
the revenue expenditure and
capital expenditure can also be
defined on the basis of asset
and liability. Any expenditure
which increases assets or
decreases liability is classified
as capital expenditure while
any expenditure which neither
increases assets nor decreases
liahility of the government

is classified as revenue
expenditure (CBGA, 2021).

The classification of budget in
revenue and capital component
brings out the spending
behaviour of the government
in a meaninglul manner.
Revenue account deficit and
capital account deficit, as two
components of overall budget
deficit: highlight the fiscal
policy stance of the government
whether it is contractionary

Of eXpansionary in nature,
Expansionary fiscal policy,
incurring high fiscal deficit, is
an unavoidable choice for India
in the present circumstances.
However, we must be mindful
that high fiscal deficit relative
1o GIOP tends not only to cause
asharp increase in debt-GDP
ratio, but also affect saving and
investiment and consequently
ceonomic growth (Rangarajan
# Srivastava, 2005). Hence, a
countercyclical fiscal expansion
in the budget has been adopted
cautiously to crowd in rather
than crowd out private
investment.

Budget 2021-22;
Provisions and Prospects

Budget 2021 intends to achieve
a real GDP growth rate of 11
percent in the coming financial
vear 2021-22 while the revised
estimate of economic growth
is=7.7 percent in the current
year, 2020-21. Given the shrunk
hase and 4.2 percent gruwlh
rate in 2019-20, a target of 11
percent is quite reasonable but
vet will need a lot of efforts to
achieve under the prevailing
circumstances.

Estimated total expenditure

in the budget of 2021-22 s

¥ 34,583,236 crores which is

¥ 32,931 crores higher than
the revised estimates of

total expenditure in 2020-

21. Revenue expenditure is
budgeted at ¥ 29,92,000 crores
with a reduction of ¥ 19,142
Crore compared to ¥ 30,11,142
crares in RE 2020-21. Capital
expenditure on the other hand
is estimated at ¥ 5,544,236
crores in BE 2021-22 which

i5 345 percent more than the
budgeted figure for 2020-21.
Thus, revenue expenditure and
capital expenditure are about
84 percent and 16 percent
respectively of the total budget.

Table-1 shows allocation

of funds to ministries,
departments and others'. The
table shows the significance
of various magor ministries
in the overall allocations of
funds. There are fifty-three
central ministries and about
93 percent of the allocations

Apart from LT neinislnies and fwo dipartments (Dpartmor of Adomic Energy awd Dvparteiem? of Spacef alfooehiars ary ghov for e Pregdent, the Vior
Preaidént. the Peertianvent awel e Limioe Puivic Serviee Commuixcion b e Expesaditarne Sudpes of e Do Govermment,
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are concentrated in the 14 ministries only.
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Such a low significance of the large number of
ministries reflects the guest of the Government
to achieve ‘minimum government and maximum
governance’ where the State is keen to divect and
regulate the private sector rather than involve
itself divectly in the provisioning of goods and

SErvICes.,

Table-1: Allocation for Ministries & Departments

Union Budget 2021-22

Farmers' Welfare & Rural Development

Assistance to farmers is rendered in various
forms like crop insurance, short term credit,
marketing, minimum support price and income
security, etc, In this direction there are ten
central sector schemes and nineteen centrally
sponsered schemes through which funds are
miade available for direct and indirect benefits

of the farmers. Apart from that farmers get
benefits from the minimum support price system

Minist Allocati ol
i ?; g:] ﬂudr:;ﬂt and other schemes of the government for rural
- development.

Ministry of Finance 1386273.3 398|  Table-2: Allocation under MoAEW for Various
Ministry of Defence 47819562| 137| (Central Schemes
hﬂnistry of Consumer 2569484 74 ::': ua_:u: 5 :'!'“;i;r I!\e Tturs Ao O)
Affairs, Food and Public izt et o :
T 2020-21  2021-22

(BE) (BE)
Ministry of Home Affairs | 16654694 48 -
Ministev of Rural 1336895 38 Pradhan Mantri Fasal 15695 16000
Dwelo?mcnt o . Bima Yojana
Ministry of Agriculture | 13153119 38| |Interest Subsidy for Short | 21175 19468
& Farmer's Welfare Term Credit to Farmers
Ministry of Road 118101 34| | Pradhan Mantri Annadata 500 400
Transport and Highways Aay Sanrakshan Yojna
Ministey-of Railways 11005464 32| |(PM-AASHA)
Ministry of Education 93224.31 27| | Pradhan Mantri Kisan 75000 65000

: Samman Nidhi (PM-

Mininu‘y_?.f Chemical 2071494 23 Kisan)
and Fertiliser
Ministry of 7526522 22 i{r:ﬁ";:aﬁ“':::““ 220 50
Communication of
Ministry of Health & 7393177 721 Agriculture Infrastructure MA* 00
Family Welfare Fund {AIF)
Ministry of Jal Shaki 69053.02 20| | Central Sector Schemes 116490 | 105018
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Figure- 1: Centrally Sponsored Schemes under the Department of Rural Development

(¥ Crores)
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The budget allecations for the
year 2021-22 have been reduced
for the centeal seetor schemes
and centrally sponsored
schemes in comparisan to the
budgeted figures for the year
0200-21 ( Table-2). This is an
unanticipated cut which may
affect farmers and agriculture
sector adversely, However,
contractionary effects of this
reduction on rural economy
may be more than offset

by a substantial hike in the
allocations under various
schemes of the Ministry of
Rural Development as shown in
the Figure- 1.

Health and Welibeing

Health and wellbeing of 1,36
billion people of the country, in
the hindsight of the pandemic,
has become immensely
chaltenging for which capacity
enhancement is greatly
tequired in the healtheare
secton Apart from medical

facilities, health and wellbeing
include nutrition, water and
sanitation also. Health sectorin
India requires infrastructural
upgradation along with increase
in the human resource. In

this direction, the budget
substantially expands the
investment expenditure

on health infrastructure,

The budget has a proposal

for a centrally Sponsored
Scheme, to be named as PM
Aatmanirbhar Swasth Bharat
Yoina (PMASBY ), which aims to
devt"lup capacity of health care
system by strengthening existing
institutions and creating new
institutions.

As far as financial provisioning
is concerned the health and
wellbeing allocations have been
proposed to be about

¥ 2.23 lakh crores which is 137
percentage higher than the
allocations made in the year
2020-21 which is a steep hike

*E THE CHARTERED ACCOUNTANT | MARCH 2028
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even though the allocations
for the Ministry of Health and
AYUSH as a percentage of the
Budget have been reduced
{Figure-2). T 64180 crores

have been proposed for the
PMASEY over nest six years
for capacity enhancement

at primary, secondary and
tertiary health care. Within the
overall allocations for health
and wellbeing, an allocation of
T 35000 has been earmarked
for COVID-19 vaccination,
Looking at the vear wise
allocations to the Ministry of
Health and Family Welfare and
Ministry of Ayurveda, Yoga and
Naturopathy, Unani, Siddha
and Homoeopathy the trend in
allocation is upward excluding
the exceptional year 2020-21
where the allocations to the
ministry spiked suddenly above
the uptrend due to sudden rise
in public expenditure due to
COVID-19 pandemic.
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Figure-2: Allocation for Health & AYUSH (Percentage of

Budget)
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positive effects on demand and
supply sides.

As m novel initiative,
infrastructural projects will he
developed under the National
Infrastructure Pipeline (NIP)
through institutional set up,
monetization of assets and

by enhancing the share of
capital expenditure in the
budgets of the Centre and the
States. Proposed Development
Financial Institution (DFI) is
one such institution which
will facilitate in procurement

However, if we have a closer Eh.'l"‘i:‘:;ﬂl c:li'":“r;i na 't“:i al ¢ long-term debt finances for
loak at these allocations asa apital and Infrastruciur® e infrastructural projects.
percentage of GDP have gone Capital and infrastructure are It will prove to be a catalyst

up onfy by a minuscule 0.3
percent of GDT relative to the
allocations made in a 2019-20
that too when the country is
facing the stiffest challenge in
the health sector. It is needless
to say that the COVID-19
pandemic reminded us of the
importance of public sector
health care infrastructure, The
countey requires free health
care to ensure healthy human
resource. Hence the sector
requires a greater hike in public
expenditure on health and
wellbeing.

£é

Asset monetisation will
provide necessary finance
to the government.
Mational Monetisation
Pipeline along with Asset
Monetisation Dashboard
are proposed to be
launched to facilitate the
monelisation process.

considered as the fundamental
requirements of economic
growth, Future growth
prospects of a country depend
wpan its stock of capital and
infrastructure base, So, a
growing economy needs to
ensure adequate spending on
these areas for rapid economic
growth, The budget proposals
show due recognition to the
capital and infrastructural
requirements of the country.

As an indication, the budget
proposes a sharp enhancement
of 34.5 per cent in the Capital
expenditure, Such an increase
in the proportion of capital
expenditure is much desirable
and likely to boost up the
economy from demand as

well as supply side. Capital
expenditure along with
developmental expenditure are
two important indicators of the
quality of public expenditure.
However, raising capital
expenditure by raising resources
from disinvestment of PSUs and
thelr assets may partly offset the
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for infrastructure financing
and development. The budget
recognises the need to provide
to consumers a choice in
choosing service provider in
the power distribution sector
and to create competition with
a focus on the viability of the
distribution companies.

A key area which has been
highlighted in the budget

is monetisation of public
sector assets for building

new infrastructure. Existing
idle assets and surplus land
with governiment, ministries,
department, public sector
enterprises such will be
monetised. Asset monetisation
will provide necessary finance
to the government. National
Monetisation Pipeline along
with Asset Monetisation
Dashboard are proposed to
be launched to facilitate the
monetisation process.

The budget envisages to reduce
the logistic costs of the industry
further. It is one of the key

e ical ang
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essentialities for the "Make in
India’ campaign. Government
has persistently shown its
commitment towards this

end. Construction of highways
has been one of the key
achievements of the government
in recent years, The budget
further adds to the construction
of highways through ambitious
Bharatmala Pariyajna Project
which is a centrally sponsored
schenve of the Government of
India. The budget proposes
financial allocations for the
construction of economic
corridors under the Sharatiala
Pariyojna Project in Tamil
MNadu, Kerala, West Bengal

and Assam. The budget alsa
allocates funds to further the
objectives under the MNational
Rail Plan for India-2030 for
achieving 'future ready’ Railway
System by 2020, The proposals
include construction of Eastern
and Western dedicated freight
carridors and electrification

of railway tracks with a target
of 100 per cent broad gauge
clectrification by December,
2023. Apart from expansion and
upgradation, safety measures
have also been well recognised
under the Mational Rail Plan
through indigenously developed
automatic train protection
system that eliminates the
possibility of train collision due
to himan error on high density
and high atilised networks. It

i5 a much-needed requirement
of the railway operations to
prevent enormous loss of life

and property.
Budget recognised the

significance of the Production
Linked Incentive Scheme (FLL)

WAL T Org
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which has been introduced

by the government in the year
2020 for pharmaceuticals,
autormobiles and auto
components, telecom and
networking products, testile,
solar modules, food products,
white goods, and speciality
steel and extended it to thirteen
sectors, These incentives are
expected to boost up R&D in
newer areas and will attract
investment in cutting edge
technology. This will help in
creating a viable environment
for Indian companies to be
competitive in the global
markets and will help the
country to move toward a five
trillion-dotlar edonemy. It will
help our manufacturing sector
to become an integral part of
the global supply chains, We
need Indian global companies
for an Aatmanirbhar Bharat in
different sectors of the economy.
PLI scheme will increase the
size and scale of companies

in key sectors wherein job
opportunities will arise in the
near future, The proposed
Mega investment Textile Parks
(MITRA} will further be an
add-on to PLI scheme to enable
the Indian textile industry to
hecome globally competitive
and attract large investment
which will boost employment
opportunitics.

Banking and Financial
Sector Reforms

In the banking sector the budget
proposes recapitalisation of
public sector banks of T 20000
crores atong with disinvestment
i two public sector banks

in the financial year 2021-

22 Government has infused

- " -
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Proposed amendments
in Deposit Insurance
and Credit Guarantes
Corporation (DICGC) Act,
1961 will ensure that
bank depositors pet sasy
and timely access to their
insured deposits in the
event of a bank facing
temporary difficulty in
meeting its obligations.
P —

capital in banks in each of

the successive recent vears.
Further, proposed amendments
in Deposit Insurance and
Credit Guarantee Corporation
(IMCGC) Act, 1961 will ensure
that bank depositors get easy
and timely access to their
insured deposits in the event
ol a bank facing temporary
difficulty in mecting its
obligations. This is an important
step toward increasing
confidence of depositors in the
banks and lessening the fragility
of the banking system.

Indian capital market suffers
fromm a number of problems
like fair disclosure of financial
information, prevalence of
insider trading, front running,
manipulation of security
prices, unofficial trading in
securities, lack of adequate
control over brokers, high

cost of transactions due to the
lack of well-defined norms for
institutional investment. The
budget proposes to take us a
step ahead in the direetion of
capital market reforms. Two
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much needed capital market

reforms introduced in the

udget are:

. Rationalised Single
Securities Market Code by
subsuming the SEBI Act,
1942, Depositories Act,

Electronic National Agriculture
Market (e-NAM) will further
boost up transparency and
competitiveness in agricultural
markets.

The plight of Indian migrant
workers during mass exodus

launching a portal for migrant
workers to collect relevant
information about them which
will help the govermment in
formulating health, housing,
insurance, skills, credit and
food scheme for them. Apart

1996, Securities Contracts after the snnoumcement of from that implementation of
(Regulation) Act, 1996 and the lockdown of the country four labour eodes and extension
Government Securities damaged the sentiments of of social security cover and

Act, 2007, minimum wages are ather

ii. Development of bond
market by creating a
permanent institutional
framework.

The reform will case the process
of raising finance capital for
corporate sector and will

boost up confidence of foreign
institutional investors in Indian
bond and security markets.

Inclusive Development

In the direction of inclusive
development, budget proposals
aim at agriculture, farmers,
migrant workers, rual
develapment and financial
inclusion among other things.
The budget of 2021-22 manifests
the commitment of the
Gowvernment for the welfare of
farmers through enhanced MSP
for all agricultural commodities,
enhanced agricultural

credit and substantial hike

in allecations to the Rural
Infrastructure Trevelopment
Fund (RIDF) from T 30,000
croves bo % 40,000 crores. It

alzo proposes to expand the
cover of the SWAMITVA
scheme to all the States/UTs
and enlarge the Operation
Green Scheme to include 22
perishable agricultural goods.
Apart from that, the proposal
of integration of mandies with

the society. This happened
primarily due to the lack

social security, food security
and loss of livelihood of these
migrant workers engaged in
the unorganised sector. Lack
of information on migrant
workers with the government
agencies proved to be a major
hurdle in rendering tmely
assistance to these peoplie.
Government recognised the
plight of migrant workers and
marginalised people and began
a series of initiatives which have
been further synergised with
the proposals in the budget,
Migrant workers usually
termain deprived of public
sector goods and services in
their place of destination due
to necessary documentation.
In this direction, ‘One Nation
e Card (ONOP)Y is 2 novel
initiative through which
beneficiaries can claim ration
frown anywhere in the country.
Migrant members of a family
will get the benefit of ONOP
at the place of destination
while the family members
staying at home will continue
ter get their food ration at

the native place. The budget
proposes to enlarge the ONOP
scheme to cover remaining
four states and UTs. Another
important proposed initiative is
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anax8a.pressmart.com/TheCharteredAccountant/print.html

important initiatives. Safety
concerns for working women
have also been explicitly
recognised in the budget
document. While the series of
initiatives are welcome, there

is need to provide respectable
employment avenues to the
inter-state migrant workers

by revamping and reinforcing
the Inter State Migrant
Workers Act (Regulation of
Employment and Conditions of
Service} Act, 1979 which is the
only regubation which explicitly
recognises the vighits of the
inter-state migrant workers;

Social Security,
Poverty Alleviation and
Employment Generation

“social security is the protection
that a society provides to
individuals and households

to ensure access to health

care and to guarantee income
security, particularly in cases

of old age, unemployment,
sickness, invalidity, work

injury, maternity or loss of a
breadwinner” (1LO}, Figure-3
shows an upward trend and an
unanticipated rise in 2020-21 in
the total expenditure on social
security schemes for workers, In
the hindsight of the pandemic
and ensuing difficulties of
workers the budget of 2021-22

e ical ang
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shows a greater commitment and emphasis on providing better
social security cover to the workers.

Figure-3: Total Expenditure on Social Security Schemes for

Workers

(¥ Crores)
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On peverty alleviation front,
the budget does not appear to
be very impressive, Concerted
efforts and commitments

are not visible in the budget
proposal. Budget proposals

are mostly built around

the Pradivan Mantri Garils
Kalyan Yojna to help the most
vulnerable sections of secicty
the poorest of the poor, Tribals,
Dalies, migrant workers, elderly
and children. Apart from the
availability of food and soeial
security people also need access
to safe water, sanitation and
pollution free environment,

After the remarkable success

af Jal Jeevan Mission (Rural)
under the Ministry of Jal

Shalkti, Jal Jeevan Mission
(Urban) will be launched for
Universal water supply in all
#378 urban lecal bodies and
liquid waste management in 500
Atal Mission for Rejuvenation
and Urban Transformation
(AMRUT) cities. Urban Swachh
Bharat Mission 2.0 aims at

faeeal sludge management,
waste water treatment, source
segregation of garbage,
reduction in single use plastic,
reduction in air pollution by
effectively managing waste from
construction and demaolition
activities. Urban pollution has
emerged as a big challenge in
recent year, The budget has
recognised 42 urban centres and
allocations have been made o
combat urban air pollution,

under the Directive Principles of
State Policy in the Constitution
of India, which mandates upon
the State to provide public
assistance to its citizens in case
of unemployment, old age,
sickness and disablement and in
other cases of undeserved want
within the limit of its economic
capacity and development,
Mational Social Assistance
Program has played significant
role. It intends to secure for

the citizens adequate means of
livelihood, raise the standard of
living, improve public health,
provide free and compulsory
education for children in

rural as well as urban areas.
Budgetary allocations for

five consecutive vears under
the NSAP are shown in the
Figure-4. The revised figures
for the year 2020-21 show a
steep hike in the expenditure
under NSAP The expenditure
allocations have been morecver
restored for the year 2021-22

te pre-COVID-19 level. The
allocation under the MNREGA
programme has been increased
substantially in the budget

Figure-4: National Social Assistance Program
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In the dircction of poverty
alleviation and in pursuance
of the provisions of Article 41

of 2020-21 (Figure-5), which
shows a serious concern for
employment generation. It will

1071
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who became jobless in the pandemic.
Figure-5: Mahatma Gandhi National Rural Employment

greatly supplement the job availability and will help many people

Guarantee Program
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Education, Skill,
Innovation and Research

The budget proposes to expand
educational infrastructure
under the New Education
Palicy and proposes to
establish a Higher Education
Commission for India, Central
University of Leh and Eklavya
mede] residential schools in
tribal areas. In order to add

to the Skill India initiatives
collaborative skill programs
with Japan, UAE. and other
countries will be taunched to
benchmark skill qualifications,
assessment, certification and
transfer of skills. A National
Research Foundation will be
instituted for innovation and
research and development
(R& D) and to upgrade overall
research ecosystem in the
country. Figure-6 shows the
dwindling share of education
in the budgets of the successive
years. The share education in

the budget is even lower than
many developing countries,

anax8a.pressmart.com/TheCharteredAccountant/print.html

spending. Sincere, concerted
and coordinated efforts have
been observed at the central
and state government but the
central government eould

not yet achieve the target
fiscal deficit of 3% of GDP
stipulated under the FREM
rules due to unforeseen and
unprecedented eircumstances
which required huge increase in
public expenditure. Pandemic
resulted in weak revenue flow
along with high expenditure
requirements to provide relief
to poor, marginalised and
vulnerable people. 5o, the
revised fiscal deficit has been
estimated to have increased
to 9.5 percent of GDP in the
vear 2020-21 {Table-3), The

Figure-6: Allocation for Education (Percentage of Budget)

101318 204320 {A] 202021 48] 20123 (ne)
Sanrce: CRGA, 2021
foreus of the budget for the
Fiscal Reforms vear 2021-22 has now changed
Fiscal discipline had been to boosting up of aggregate

institutionalised since the
enactment of the Fiscal
Responsibility and Budget
Management Act, 2003 wherein
the Union Government and
State Governments are required
to eliminate revenue deficit,
prune fiscal deficit and adopt
fiscal prudence in the public

domestic demand. Revised
expenditure increased to 34.5
lakh crove from budgeted
expenditure of 30042 lakh crore
in the year 2020-21. However,
higher quality of expenditure
lhas been maintained with 34.5
percent higher share of capital
expenditure than projected.

|
4% THE CHARTERED ACCOLUNTANT | MARCH 2020

anax8a.pressmart.com/TheCharteredAccountant/print.html

WL ICal g

46/146



3/5/2021 anax8a.pressmart.com/TheCharteredAccountant/print.html

Reliable
Professional Loan for |
Chartered Accountant °

Upload Approval Instant
Documents in 24 hrs Disbursal

*+49

Toll-Free Number: 1800 266 0009 | info@poonawallafinance.com

anax8a.pressmart.com/TheCharteredAccountant/print.html 47/146



3/5/2021 anax8a.pressmart.com/TheCharteredAccountant/print.html

1074 | :

| Union Budget 2021-22

Table-3: Fiscal Indicators

2020-21 Zo21-22

{Revised {Buclget
Estimates) Estimates)

Sonrce: Livion Budget Dovuments, 2021

In spite of tremendous financial
pressure, the budgeted fiscal
deficit has been proposed

to be kept at 6.8 % for the
ensuing linancial year with
gross market borrowings of

% 12 lakh crores, Path of fiscal
cansalidation is being followed
with a serious intention to
reach the fiscal deficit to 4.5%
of GDP by the vear 2025-26 by
raising bucyancy of tax revenue
through increased compliance
and by increased receipts from
monetisation of PSUs and
public assets.

Table-3 shows that the
budgeted fiscal dehcit for
2021-22 1% estimated to be

6.8 percent of GDP which

is sharp reduction from the
vear 2020-21. This sharp
decline in fiscal deficit reflects

Government's commitrment
towards the fiscal health of
the economy. The Gross Tax
Revenue (GTR) is estimated to
grow by 167 percent wherein
direct tax revenue, indirect tax
revenue and non-tax revenue
are estimated to grow by 22.4
percent, 11.4 percent and

154 percent over the revised
estimates of 2020-21. Non-debt
cap-itai receipts are estimated
to be T 188,000 crores which
indicates huge increase of

¥ 1,418,503 crores over 2020-
21. Targeted disinvestment of
T1.75,000 crores are the main
reason behind this estimate.
Total net borrowings in BE
2021-22 are praojected at

T 967,708 croves compared to
¥ 12,73,788 crores in RE 2020-
21 which shows a substantial
decline of 25 percent.
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PLI scheme will increase
the size and scale of

1. | Fiscal Deficit a5 6.8 companies in key sectors

2. | Revenue Deficit 75 5.1 wherein job opportunities
3. Prii“.al'}r Deﬁcit 5.-9 3-1 'h'“” E{IEE IE‘I thﬂ ”BHT

4, Grass Tax Revenue 9.8 9.9 | 1LI1LII'E O
5, MNon-tax Revenue 1.1 1.1

Concluding Remarks

The budget is remarkable in

its resolve for Nation First,
good governance, inclusive
developrent, doubling farmer’s
income, strong infrastructure,
liealthy India, education for

all, opportunities for vouth,

and Wamen Empowerment

ete. The focus of the budget

is two dimensional. First is to
supplement the functioning

of the private sector through
infrastructural development.
easing financing norms, easing
laws and regulations and
disinvestment of public sector.
Second is to achieve incluesive
development by providing
social security, food security,
and expanding the access to
education and basic facilities for
all. In totality the budget tries to
address the provision of public
goods and services, improve the
functioning of markets along
with appropriate safety net for
poor while speeding up growth
to achieve double digit growth
in near future through enhanced
global competitiveness of
Indian companies, structural
reforms and self-reliance, The
budget also envisages achieving
another milestone in achieving
"muininum government and
maximum governance. EsE

e ical ang
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Key Provisions of Personal and Corporate
taxation in Finance Bill, 2021

The Finance Bill,
2021 proposes a
number of changes
that are directed to
revive the growth

montentiem that India

enjoyed for many
years, one of the best
amongst the emerging
economies. The
country faced several
challenges on account
of unprecedented
lockdown that
continted for a

long period last
Jfiscal. The budget
this year focuses

o disinvestnient,
giving fillip to

IESC, streamlining
of assesswment
processes and long
term infrastructure
developiment. This
article highlights
tmportant changes
proposed in the
Finance Bill, 2021
relating to Personal
and Corporate
taxation. Read on...

WAL T Org

The author v
reached &t n

Tax payers can take a sigh of
relief as no changes / increase
has been proposed in the tax
rates in spite of the need to have
more funds in the challenging
times.

Relief to certain category
of senior citizens from
return filing requirement

In order to provide relief to
resident sendor citizens (aged of
75 year or above) having only
pension and interest income
aceruing to them, an exemption
has been proposed from filing
the return of income, Heowever,
a declaration will have to be
filedt with specified bank in

this regard and bank would be

Addbiddgiddiidg

required to compute the income
after giving effect to applicable

‘deductions/ rebates and deduct

income tax at rates in force,

Liable to tax defined -
Section 2({29A)

It is proposed to insert a new
clause (29A) to section 2 50 as
to define the expression “liable
to tax’, in relation to a person,
which means that there is a
liability of tax on such person
under any law for the time being
in foree in any country, and shall
include a case where subsequent
to imposition of tax liability, an
exemption has been provided.

The amendment is in line
with judicial pronouncements

- — N
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wherein it has been held that
liable to tax does not necessarily
imply that taxes are paid in

the ather contracting state, it

is sufficient that contracting
state has right Lo lu'l."r Laxies.

The cancept is also relevant to
determine if an individual is
deemed to be resident under
section b

Section 10(5)

Cnnsidcrl'ng outhreak of Covid,
19 and travelling possibalities
being hindered, Section 10(5)
is proposed to be amended

Loy prmriﬂe tax exemption of
cash allowance in the hands

of individuals, if any value or
assistance is received by or due
to such individual in liew of any
travel concession subject to
fulfilment of conditions as may
be prescribed.

Proposed amendment to be
made effective from AY 2021-22

Section 10{11) and 10(12)

Fayment from provident fund
is exempt under Section 10(11)
and receipt of accumulated
balances from emplovee
recognised provident fund is
exempt under section 10012}, It
is proposed to provide that such
exemption shall not apply to
interest income accrued to the
extent it relates to the amount
or aggregate of the amounts

of contribution to such funds
made on or after 01° April 2021
in excess of T 2.5 lakhs in the
previous year. This amendment
would affect taxpayers
contributing huge sum to these
funds as exemption would be
denied to the extent of interest
income on Lthe excess sum
contributed.

Relief with respect to
income from overseas
retirement funds

MNew section 824 is proposed to
be inserted to address mismatch
in faxation of income from
specified overseas retirement
accounts maintained by
speeified person in a notified
country. Specified person is a
person resident in India who
has opened a retirement benefit
account in a netified country
while being a non-resident in
India and a resident in that
country. Said income shall be
taxed in such manner and in
such year as may be prescribed.

It is proposed to shift the
taxation of such retirement
henefit from accrual basis

ta receipt basis in India, The
aforesaid reliel will mainly
benefit the NRIEs returning to
India.

Proceads from Unit Linked
Insurance Plan (ULIP)
Saction 10(10D)

Any proceads received under
ULIF issued on or after 01
February 2021 shall not be
eligible for exemption if annual
premium exceeds T 2.5 Lakhs

Such ULIP shall be treated as
capital asset (equity oriented
unit) and proceeds shall be
taxable as capital gains: Rules
for computation of capital gains
shall be prescribed.

This amendment intends to put
a cap on the total premivm paid
under LLIPs majority affecting
High Met Worth Individuals.

Amendment to section
36{1){va) and 43B

There have been numerous

& THE CHARTERED ACCOUNTANT = MARCH 2021
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The long-drawn dispute
of whether depreciation
can be claimed on
goodwill for the purpose of
business and profession
has been put to rest

by the amendments
proposed, by specifically
carving out goodwill on
business and professian
as a depreciable asset for
INCOME tax purposes

judicial pronouncements in
favour and against taxpayer, on
the isswe whether contribution
toward employee's provident
fund made by an employer
after the due date prescribed
under labour welfare laws

but before the due date of the
filing return of income shall be
allowed as deduction or not?
Tor address this, it is proposed
to insert explanation in section
3601 1va) and section 438 to
clarify that provisions of 438
shall not apply to employees
contribution to welfare funds
accordingly, deduction shall be
allowed under section 36 only if
the deposit s made within the
due dates preseribed under the
relevant labour laws. This will
now ensure stricter compliance
adherence in the hands of
Laxpavers,

Depreciation on Goodwill

i. The long-drawn dispute of
whether depreciation can
ke claimed on goodwill for
the purpose of business and

e ical ang
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profession has been put to
rest by the amendments
proposed, by specifically
earving out goodwill on
business and profession as a
depreciable asset for income
tax purposes.

il It is further proposed
to prescribe a specific
computation mechanism
to determine the written
down value and short-term
capital gains in case where
depreciation on goodwill
has alrcady been claimed by
the assessee.

This amendment clamps down
on deFrcl:iaLi.un on goodwill
which was being claimed by

the corporate taxpayers all
along relying on the Apex court
judgement. [t would impact
depreciation even on concluded
transactions.

Increase in the safe
harbour limit under
saction 43CA and 56

It is proposed to increase the
safe harbour limit under section
A3CA from 10% to 200 in case
of transfer of residential unit
subject to following conditions :

i. Transfer takes me:e
between 12" Movember
2020 to 30 June 2021

ii. Transfer is by way of first
time allotment to any
Persen

ifl. Consideration does not
exceed ¥ 2 crore

Consequential relief is proposed
te be provided under section
56{2)(x) for buyer of the
property by increasing the safe
harbour from 10 % to 200,

WAL T Org
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These amendments would
benehit real estate dwelupnm
and give fillip to real estate
sector,

Increase in the threshold
for tax audit under section
4448

It is proposed to inerease the
threshold limit for tax audit
ter 10 croves from existing 5
crores to incentivise digital
transaction and reduce
compliance burden, provided
that (i) aggregate amount
received for sales/turnover in
cash and (i) aggregate payment
{expenditure) in cash does not
exceed 5% of said respective
amounts. Amendment is
effective from AY 2021-22,

Section 44ADA -
Presumptive taxation for
professionals -

Provisions of presumptive

1

Income from any
specified service on
which equalisation levy
15 applicable shall be
exermpt

be availed. It is proposed

o explicitly mention non
applicability of section 4+ADA
to LLPs,

Computation of capital
gains on reconstitution or
dissolution of firms

[t is proposed to substitute
section 45(4) and insert
45(4A) to compute tax in

the hands of firms on capital
gains arising from dissolution
or reconstitution of firms as
follows:

45(4) Capital asset | Fair market value of
the capital asset on
the date of receipt
of asset by Specified
persons (Partmer of
Firm, Member of

Cost of the
capital asset

AQP or BOID)
45(4A) | Money or Value of money [ Balance in the
other asset | Fair market value of | capital account
other asset on date of | of the specified
receipt by specified | person in the
person) books of accounts
of the entity

taxation is not applicable to
LLP since LLIs are required

tor maintain books of accounts
under LLP Act and benefit of
non maintenance of books af
accounts under $4A DA cannot

For the purpose of both the
Sections, balance in capital
account is to be caleulated
without taking into account
inerease in capital due to
revaluation of any asset or due

- —
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to self-generated goodwill or Extension of time limits for expiry of deduction/ tax
any other self- Eﬂnumtt'd assel. benefit

Self-generated goodwill and
self-generated asset are defined
te mean goodwill or asset that
has been acquired without

incurring any cost for purchase
or which has been generated

In order to provide an added advantage to the tax pavers, it is
proposed to extend the due date of claiming deductions under the
aforesaid sections

during the course of business o1 | goFE A (interest on loan 31% March 2021 | 31* March 2022
profession. taken for residential house

It is pertinent to note that, property)

it is explicitly provided that BO-IAC (Deduction by 317 March 2021 | 31 March 2022
applicability of this section is eligible startup)

not just restricted at the time

of dissolution but also covers 54GE (Deduction for 31* March 2021 [ 31* March 2022
cases of reconstitution, thereby subscription in equity shares

encompassing even cases of of eligible company)

admission or retirement of 80-1BA (Deduction in 31* March 2021 | 31* March 2022
partners, conversion of firm relation to profit and gain

ete, Further, this amendment from business of developing

seeks Lo reverse various judicial and building housing

prorouncements which had projects)

advocated that what the

partner receives at the time of Provisions relating to administration and assessment

retitement is his own share af
interest in the firm, and thus not
taxable,

In the wake of digitisation, the time involved in completion of
various processes has reduced, accordingly, to ease out compliance
process it is proposed to reduced time lines as follows:

Expanding the scope of
slump safe [Particulars [ Proposedamendment |

It is proposed to expand the Filing of the belated and 3 months before the end of the
scope of slump sale’ to include revised return u/s. 139(4) relevant AY (i.e, 31 December)
transfer of “undertaking, by and 139(5) or before the ‘-‘?f“P]ﬂ"ﬂ“ ‘?fﬂl'*E
any means, thereby including assessment whichever, is earlier.
all types of transfers within Due date for the filing of 31" October of the Assessment
the ambit of slump sale’ It original return of income in | Year

is pertinent to note that this case of spouse of a partner

amendment would overturn the | of a firm whose accounts
Bombay High Court judgement are required to be audited if

in the case of Bharat Bijlee the provisions of section 5A

wherein taxability of slump applies to them.

exchange was denied m_absgnce Issue of intimation u/s. 9 months from end of the financial
af_mnnel:ary cpn&tdgmtmn {_'“ 143(1) vear in which return is made.

this case consideration was in

nature of shares}, In substance, It is also proposed ta provide for
transfer in the form of exchange adjustment on account of increase
shall also be covered under in income indicated in the audit
slump sale (provided other report but not taken into account
conditions are satisfied). in computing the total income.

B4 | THECHARTERED ACCOUNTANT | MARECH 2021 wviw.icalarg
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3 months from end of the financial
vear in which return is furnished

assessment

Completion of assessment | 9 months from end of the relevant
ufs, 143(3) AssessMent year
Issue of notice for reopening | 2 years from the end of relevant

assessment year, or

10 years from the end of relevant
assessment year where the
Assessing officer has possession
of evidence that income escaping
assessment is T 50 Lakh or more

Section 142

It is proposed to empower
prescribed income tax authority
bo issues notices under section
142 (1) besides assessing officer.
This is in line with policy on
faceloss assessment to enable
centralised issuance of notices,

Revamping of
reassessment proceaedings

Unlike the erstwhile
reassessment provisions where
emphasis was on “reasons to
believe” , substituted provisions
focus on “information

with the Assessing officer”

L., information flagged

in accordance with the

risk management strategy
formulated by the Board from
time to time (or) any ohjection
raised by CRAG. It may be
noted that considering ‘flagged
information based on risk
management strategy’ as an
‘information’ 5o s to warrant
assumption of jurisdiction
under section 147/148 in all
cases shall tantamount o
giving unfettered powers to
the assessing authorities for
recpening assessment.

Section 148A has been inserted

WAL T Org

to provide that before issuance
of notice under Section 148, the
Assessing Officer shall conduct
enguiries, if required, and
provide an opportunity of being
heard to the assessee. After
considering reply, the Assessing
Oficer shall decide, by passing
an order, whether it s a fit case
for issue of notice under Section
148, Giving opportunity of
being heard before initiating
reassessment proceedings is 2
weloome step.

Further, it is proposed to
subsume provisions of section
15341530 of the block
assessments in the newly
substituted section 148,

Faceless ITAT

With an aim to reduce human
interface and cost of compliance
it is proposed to introduce
fuceless procecdings before the
ITAT. While creating a faceless
I'TAT is pathbreaking being one
more step towards digitisation,
its implementation and practical
challenges should be elosely
examined.

MAT provisions :

115]B is proposed to be

- " -
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amended to provide that
dividend income earned by
foreign compantes shall be
reduced from the book profit
and related expenditure added
back where such income is
taxed at lower that MAT rate
due to DTAA

Further, where past year income
is included in books of accounts,
on account of Advance Pricing
Agreement or secondary
adjustment, Assessing Ofhoer
shall on application made to
him recompute the book profits
of past years.

Section 10(50)

Equalization Levy was
introduced by India in

2016, an the lines of the
recommendations of the OECD
BEPS Action Plan aiming to

tax revenues generated by e
commerce supply or services
made which would mot fall
under the tax net applying the
conventional tax norms.

E-commerce supply or services
is defined to mean “online sale
of goods” and “online provision
of services” Definition of term
“online sale of goods” and
“online provision of services” is
new expended te include one or
maore of the following activities
taking place online:

{a) Acceptance of offer for sale;
{l) Placing the purchase order;

{c} Acceptance of the Purchase
order;

{d) Payment of consideration;
or

{e) Supply of goods or
provision of services, partly
or wholly.
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Further, it is ¢larificd that
Equalisation levy is applicable
On e-COommence EI.I,PPI}" 0r
services irrespective of whether
the e-commerce opeérator

owns the goods or provides /
facilitates the services.

Income from any .‘ipEEi.Hl,‘d
service on which equalisation
levy is applicable shall be
exempt as per section 10(50),
Explanation 1 is proposed to
be inserted to clarify that the
income referred Lo in this dause
shall not include and shall be
deemed to have never included
income which is chargeable

to tax as royalty or Fee for
technical service in India under
the Income tax Act or DTAA,

Miscellaneous

1. Itis proposed to widen
the ambit of provisional
attachment u/s. 2818
during pendency of any
proceeding for imposition
of penalty under section
271AAD (penalty for false
entry or omission of entry
in books of accounts) where
the amount or aggregate
amount of penalty likely
to be imposed exceeds 2
Crores.

2
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It is proposed bo enable
infrastructure debt fund

o isstie zero coupon bond
under section 10(48),
Further, TDS under section
194A shall not be applicable
on paid or payable by
infrastructure debt fund

To settle long pending
disputes and to reduce
litigation, dispute
resolution is proposed for
small taxpayers through
constitution of a Dispute
Resolution Committee,
Taxpayers with taxable
income up to ¥ 50 lakh and
disputed income up to

¥ 10 lakh shall be eligible to
approach the Committee.

Section #1DE is proposed
to be amended to extend
the benefit of various
deductions to a case where
a primary co-operative bank
is converted to a banking
company. Section 47 is also
proposed to be amended

ta include transfer of
capital asset by a primary
co-aperative bank toa
banking company within

its scope. Accordingly, such
transaction shall not be
treated as a transfer.

Section 724 is proposed to
be amended
with a view
to facilitate
strategic
divestment
by the
Government
to enahle

set off and
carry forward
of loss and
allowance of

ks THE CHARTERED ACCOUNTANT = MARCH 2021
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depreciation of
amalgamating company to
amalgamated company in
case of amalgamation of
one or more public sector
company/companies with
another public sector
company/companies.

6. Mo interest under section
234C is proposed to be
charged on shortfall in
payment of advance tax on
dividend income {except
deemed dividend) provided
full tax thereon is paid in
subsequent instalments

7. Section 115AD0 is proposed
to be made applicable to
investment division of
an offshore banking unit
to the extend income is
attributable to investiment
division as Category 1
portfolio investor under
SEBI (FPI) Regulations,
201%

5 Income tax Settlement
Commussion is abolished
with effect from 1 February
2021,

Endnote

In this unprecedented time
government is walking tightrope
aiming to revive the economy
with various benefits, tax
ineentives and measures as
announced in this budget.

The Finance Minister rightly
remarked in her speech “Faith
is the bird that feels the light
and sings when the dawn is stifl
dark” With these measures, the
ceanomy will certainly come out
of present problems to reflect its
true potential sooner than later.
BEE

e ical ang
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Significant Direct Tax Proposals in The
Finance Bill, 2021 - Towards Greater
Transparency, Efficiency and Tax Certainty

The Union Budget 2021-22 qims

to provide strong impetus to an
economy that is badly-hit by the
novel coronavirus pandenmic.

The direct tax proposals in the
Finanece Bill, 2021 seeks to create
an enabling framework for an
all-inclusive economic growth. It
aints Lo ensure greater efficiency,
transparency and accountability in
inconse-tax proceedings, Read on. ..

A New Faceless Begime encompassing Faceless
Assessment Scheme, Faceless Appeal Scheme and
Faceless Penalty Scheme was introduced in the
Income-tax Act, 1961 {referred as ‘Act’) last year,
in order to ensure greater efficiency, transparency
and accountability in the proceedings under the
Act, In this direction, the Union Budget 2021-22,
proposes to also bring the procecdings before

the Tribunal under the gamut of Faceless regime.
The Finance Bill, 2021 contains the provisions for
Constitution of Dispute Reselution Committes
(DRC) for small and medium taxpayers and
constitution of Board for Advanee Ruling for
reducing litigations and disputes, the
workings of which would also be faceless.

An entirely new procedure is being put in
place for bringing to tax income escaping
assessments (including search assessments),
for reducing litigations and for providing
ease of doing business to taxpayers. Time
limits for completion of assessment u/s

143/ 144 are proposed to be reduced on
account of technological advancement in the
processes of assessment. These proposals as
well as their impact are discussed at length in
this article:

WAL T Org
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CA. Aparna Chauhan

Thir suther is o meenber, of the Inatitone, She cai be
regched sl ebiar deierab in

I. Revamp of Procedure for Assessment
of Escaped Income

In the current section 147 of the Act, dealing with
income escaping assessment, it is provided, if

the Assessing Officer (AD) has reason to believe
that any income chargeable to tax has escaped
assessment for any assessment vear (A.Y.), he may
assess or reassess or recompute the total income
for such year by issuing a notice u/s 148, Notice
ufs 148 can be issued for making assessment or
reassessment subject to the time limits prescribed
in section 149, Search assessment cases are
currently dealt with under sections 1534, 1538,
153C and 153D, where search is initiated ufs 132
or books of account, other documents or any
assets are requisitioned wis 1324, in the case of
the assessee, or any other person.

THE CHARTERED ACCOUNTANT | MARCH 2021 5
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The provisions pertaining to search assessment Accordingly, in order o curtail litigations, the
b, section 153A/153B/153C/ 153D, were earlier Finance Bill, 2021 has proposed an entirely new
incorporated in the year 2003 to replace the procedure of assessment of such cases.

black assesseent. [n spite of the same, a spate Accordingly, sections 147, 148, 149 and 151 are

of litigations emerged over a peried of time on

these Provisions related to search assessments and : : :
income escaping sssessments. There are plsthors 1454 is proposed to be inserted to provide for

of judicial rulings on the provisions contained mrducting inquir}r‘and giving an ::'npportulnit? of
under section 147, 1534, 1538, 153C and 1530, being heard before issue of notice in certain cases.

proposed to be substituted. Further, new section

Relevant provisions for Income Escaping Assessment (including Search Assessment)

Section 148A
=Conducting
Section 147 inguiry, providing Section 151
=Incame oppartunity of being
escaping heard before issue of sSpecified
ASEOeREMENnt netice u/s 148 Authority
Section 148 Section 149
slgsue of notice s Tirme limit for
where income Issue of notice
escaped ufs 148
Income Escaping Assessment [New Section 147]
If any income chargeable to The AO may @ssess or
tax has escaped : asnﬁsmmb reassess the income in
AY., th may respect of any issue, which
Eranv «’i’ El‘iﬂ has escaped assessment,
*3ssess or reassess such. and such issue comes to
" income or _ is notice subseguently in
i . the course of the
mtm loss or- thn, proceedings under this

section. In such o case,
complionce stipuloted u/s
148A gre not mecessary.

Issue of notice where income has escaped assessment [Section 148, 1484, 149 & 151]

New section 148 lays down the cases where a notice can be issued u/s 148 for making assessment ufs
147, New section 148A specifies the requisite compliances, {with respect to the information suggesting
that income chargeable to tax has escaped assessment}, to be satisfied, before issuing notice u/s 148. The
notice ufs 148 can be issued. within the time limits specified under new section 149 and with the prier
approval of the Specified Authority (5A) as referred to in new section 151.
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The follovwing fiow chart attempts to provide an overview of the procedure for making assessment ufs 147;

When can notice be issued for making assessment u/s 147 2

I I

When ACYis in possession of following When ACis “deemed to have information”
“information” suggesting that income has suggesting that income has escaped assessment
escaped assessment for the purposes of section for the purposes of section 148 [Explanation 2 Lo
146 & 1484 [Explanation 1 to section 148] section 143]
1
I I
Any information flagged for Any final objection raised by {1) a search is initiated u/s
the RAY as per risk management CAG that the assessment for 132 or books of account, other
strategy formulated by the Board RAY has not been made as per documents or any askels are
from time to time the provisions of the Act requisitioned u/s 132A, on or
after 14,2021
| | |
In both these cases, notice is to be issued for the RAY, {2) a survey is conducted u/s 1334 on or
subject to the following compliances stipulated u/s afti:rﬂl.m.'mll

148A, for which prior approval of SA is required:

|
I I

Conducting an Providing an {3} any money, bullion, jewellery or other
enguiry, il required, opportunity of being valuable article or thing; or any books
with respect to the heard to the assessee of account or documents seized or
information suggesting by serving a show cause requisitioned, in case of any other person on
escapement of income notice or after 01.04.2021 belongs to the assessee or
any information contained therein, relate to
the assessee
| | [ .
Based on the material available on record In cases (1) and (3} above, compliances stipulated /s
including reply of the assessee, in response to 148A are not necessary [as per proviso to section
show cause notice, decide, whether or not it is 148A]. However, in case of survey u's 1334, such
a fit case to issue notioe ufs 148, by passing an exception has not been expressly spelt out in proviso
order, with prior approval of 54 to section [H3A.

In cases (1), (2) and (3) mentioned above, the AD shall be decmed to have

‘information suggesting that mmnehasmpedmwnent in the case of the

assessee for 3 A.Y.s immediately preceding the A.Y. relevant to the PY. in which

- search is initiated or books of account, other documents or any assets are
requisitioned or

- survey is conducted or

= money, bullion, jewellery or other valuable article or thing or books of
account or decuments are seized or requisitioned in case of any other person.

!

AD will serve notice u/s M&:i.ungwiﬂ\. a-copy of the erder passed, if required, ufs 148A, requiring the assessee
to furnish Rﬂlmﬂﬁnm specified time limit prescribed u/s 149 for making the assessment /s 147, |

' N
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Time limit for issue of
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notice u/s 148 for the RAY [Section 149]

e — |
upto 3 years from the end of mnilg :e?r:?r:;t;l:gte“r:gr;f
the RAY [Section 149(1)(a)] RAY [Section 149(1)(b)]

If the AD has in his possessionbooks of accounts or other
documents or evidence which reveal that the income

— chargeable to tax, represented in the form of asset,

which has escaped assessment amounts to or is likely to

What is the meaning of “Rel

Expianation I to Section 148

amount to Rs. 50 lakh or more for that year

ant Assessment Year (RAY)"?

Explanation 2 to Section 148

L. Where the information with A suggests that
income has escaped assessment:

II. Where AQ shall be deemed to have
information suggesting that income has
escaped assessment

Insuch a case, the RAY is the assessment year:

- for which information is flagged in the system
in accordance with risk management stralegy
formulated by the CBDT ar

- for which CAG has raised final objection

The RAYs means the 3 AYs immediately
preceding the ALY, relevant to the BY, in'which the
search is initiated w/s 132 or survey is conducted
ufs 133A or money, bullion, jewellery or other
valuable article or thing or books of account or
documents are seized or requisitioned in case of
any other person.

Let us understand with the help of the following examples, the contextual meaning of RAY and the time
limit upto which a notice u/s 148 can be issued in cases mentioned in Explanation 1 & 2 below to section

148,
Example I: In a case, where information is flagged in the system which suggests income has escaped
assessment:
Information flagged RAY Date of expiry of the Can notice be issued on or after
in the system for d 3 vear time limit 1.4.20217
AN 2016-17 2006-17 SE.03.2020 Mﬂr nolice canmot bt" i!.suedi SN
3 years have elapsed from the end of
AN 2017-18 2017-18 31.03.2021 the RAY.
ALY 2018-19 2018-19 31.03.2022
Yes, notice ean be issued, since 3 years
ALY, 2019-20) 2019-20 31.03.2023 have not elapsed from the end of the
RAY.
ALY, 2020-21 2020-21 31.03.2024

6 THE CHARTERED ACCOUNTANT | MARCH 2021
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Exarmple 2: In a case, where search is initiated

ufs 132 during the PY. 2021-22, AQ is deemed to
have information suggesting income has escaped
assessment for the 2 AYS immediately preceding
the AY. relevant to the Y, in which the search is
initiated ufs 132, Accordingly, the RAY's would

be AY. 2021-22, AN 2020-21 and AY. 2019-20.
Thus, notice can be issued for these ALY, since 3
years have not elapsed from the end of the RAY.

Applicability of extended time limit of 10

years from the end of RAY:

As per section 149(1)(1), notice can be issued
for the RAY,

elapsed from the end of BAY,

- where AD has in his possession books of
accounts or other documents or evidence.
which reveal that the income chargeable to
tax, represented in the form of asset, which
has escaped assessment

- amounts to or is likely to amount 1o ¥ 50
lakh or more for that year.

However, the term “asset” has not been defined
for applicability of this extended time limit. This
needs to be incorporated at the time of enactment
of Bill in order to provide clarity.

As per Explanation 2 to section 148, AC

is deemed to have information for 3 A.Y.s
immediately preceding the AY. relevant to the

PY. in which the search is initiated w's 132 or
survey is conducted w's 133A or money, bullion,
jewellery or other valuable article or thing or
books of account or documents are seized

or requisitioned in case of any other person.
Consequently, in these cases, notice can be issued
only for these 3 ALY,

The moot point is whether the extended period
of 10 years mentioned in section 149{1}(b) for
issue of notice u/s 148 woold apply in respect of
cases covered in Explanation 2 to section 148
{i.e., search & seizurefsurvey/requisition of books,
ete.) or is it intended only for cases covered in
Explanation I to section 148, The intent is not
clear from the language of these sections, since
the requirement in section 149(1){b) that the
A0, should be in possession of books of accounts
ar other documents (revealing escapement

ol income, represented in the form of asset,
exceeding T 50 lakhs) seems to indicate that the
extended period of 10 vears is in respect of search,
survey cases ete, referred to in Explanation

2o section 148; though the said explanation
deems income escaping assessment onlby upto 3
AYs immediately preceding the AY, relevant to
previous vear of search/survey.

Specified Authority for the purpose of section 148 and section 148A [Section 151]

sPrincipal Chief
‘Commissioner (PCC)ar
Principal Director General
(PDG)
swhere there is no PCC or
PDG - Chief Commissioner
o Director General

WAL T Org
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upto 3 years
from the end of
the RAY

beyond 3 years
from the end of
the RAY

sPrincipal Commissioner or
Principal Director or
Commissioner or Director

- "
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Il. Reduction in time limis for
completion of assessments

Existing time limits prescribed wis 153(1) for
completion of assessment ufs 143/ 144 are
proposed to be reduced by three months,

keeping in mind the elimination of person-to-
person interface between the Taxpayer and the
Department and introduction of completely
faceless and jurisdiction-less manner of passing
assessments orders. Accordingly, the following are
the tinwe limits from A.Y. 2017-18 for completing
assessment u/s 1430144 -

ForAY  *itmonths
201718 sihear,

AW s 1B menths
Fohq:r' from the end

01819 oivers

ForAY. * 12 mosiths
Teoen the end
A& oftenr

AvaRI *3monts
e Troem the end
_ onwaIds ey

This seems to be consequent to the proposed
reduction in time limit for filing belated return
/s 139(4) and revised return u/s 139(5) by three
months, In effect, the ACs would continue to
have a period of 12 months for completing the
ASSERSMIENL.

lIl. Constitution of Dispute Resolution
Committee (DRC)

In order to prevent new disputes and settle issues
at an initial stage, constitution of one or maore
Digpute Resolution Committee(s) (DRC) has been
proposed in the Finance Bill, 2021, This is another
weleome move towards providing tax eertainty to
the taxpayers,

Al present, a dispute resolution mechanism
exists in respect of transfer pricing cases and

L THE CHARTERED ACCOUNTANT | MARCH 2028
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foreign companies to facilitate expeditious
resolution of disputes on fast track basis. Section
144C of the Act lays down the provisions of
Dispute Resolution Panel (DEP} in cases where
vartations are proposed in the assessment order
in consequence of the order of TEO, which is
prejudicial to the interest of assessee. In such
cases, the eligible assessee can file an objection
before DRP against the draft assessment order
within 30 days of receipt of such order.

However, the dispute resalution introduced vide
new section 2450 A through the Finance Bill,
2021 is intended to provide tax certainty to the
small and medium taxpayers and to minimise
the disputes at preliminary stiage by providing
faceless resolution. The provisions pertaining to
constitution of DRC are as follows:

i} One or more DRCS to be constituted by the
Central Government (CG).

{ii) DRCs would resolve disputes of such persons
or class of person which shall be specified by
the Board.

conditions can choose to opt for the dispute
resolution through the DRC in respect of
specified order.

Specified Order (SO)
«  Amnorder or draft order, as specified by CBDT,

and -

. aggregate sum of variations proposed in
S0 does not exceed T 10 lakhs.

«  total income as per the return filed by the
assessee for the ALY relevant to such order

does not exceed T 50 lakhs,

+  Such order is not based on a search
initiated /s 132 or requisition made u/fs
1324 or a survey initiated w/s 133A or
information received under DTAA

Specified conditions to be fulfilled in relation

to a person

» Mo order of detention has been made against
him under Conservation of Foreign Exchange
and Prevention of Smuggling Activities Act,
1974,

e ical ang

60/146



3/5/2021

anax8a.pressmart.com/TheCharteredAccountant/print.html

Union Budget 2021-22 |

Mo prosecution for any offence punishable
under the provisions of the Indian Penal Code,
the Unlawful Activities  (Prevention)  Act,
1967, the Marcotic Drugs and Psychotropic
Substances. Act. 1985, the Prohibition of
Benami Transactions Act, 1988, the Prevention
of Corruption Act, 1988 or the Prevention
of Money Laundering Act, 2002 has been
instituted and ke is not convicted of any offence
punishable under any of these Acts;

Mo prosecution has been initiated by an
Income-tax  Authority  for  any  offence
punishable under the provisions of this Act
or the Indian Penal Code or for the purpose
of enforcement of any civil liability under any
law for the time being in force, and he is nat
convicted of any such offence  consequent
upon the prosecution initiated by an Income-
tax Authority;

he is not a person who is notified u/s 3 of the
Special Court (Trial of Offences Relating to
Transactions in Securities) Act, 1992;

CBI¥T may prescribe ather conditions in due
course which would also need to be satisfied for
being eligible to opt for dispute resolution under
this provision of the Act.

|
| Powersof DRC

ta reduce or waive any penaity
imposable under the Act

to grant immunity from prosecution for
any offence under the Act.

The above powers can be exercised by DRC
subject to conditions to be prescribed. The
scheme for faceless working of the DRC will be
netified by the CG to impart greater efficiency,
transparency and accountability by eliminating
interface to the extent technologically feasible,

by optimising utilisation of resources and
intreducing a dispute resolution mechanism with
dynamic jurisdiction.

WAL T Org
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IV, Discontinuation of Income Tax
Settlement Commission [ITSC)

Consequént o the
constitution of DRC, Thus, no
Incame-tax Settlement application
Commission (ITSE) can be made
proposed to be. before ITSC on
dizeontinued, r
weef. 1% Febriary 2021, 1?2 gg:;
=
= - Hewever, the application
‘For the disposal of in respact of which no
“sich pending arder was ssued on o
applications before before 31,1.2021, would
ITSC, one or mose be treated as pending
Interim Boardsof - applications, irrespective
Settlement (IB5) of the fact that in respect
would be constituted of such applications an
by the OG. -order wias required to be
passed to declare it as
i1 invalie.
; -ﬂ.'dl;;lt pm;:mr\dmd
2 ITSC or functions
Evary Interim perfarmed by it, namely,
Board shall “provisional attachment,
oonsist of thiree. exclushve jurlsdiction over
mm mach . the case, inspection of
being an offices reports and power to
af the mnk of grant immurity shall apply
Chief. mutatis miutandis to the
Comimdssloner. Interim Baard for the
disposal of pending
applications.

V. Constitution of Board for Advance
Ruling

Another step in the direction of providing certainty
to the taxpavers is proposal for constitution of Board
for Advance Ruling,

The working of AAR has been affected due to the
posts of Chairman and Vice Chairman remaining
vacant for a long period of time on account of
non-availability of eligible persons. This has lead

to pendency of large number of applications over
the years, There i%, therefore, a need to look for an
alternative methad of providing advance ruling
which can give rulings to the taxpavers in timely
manner, Therefore, a workable constitution of one
or more Boards for Advance Rulings (BAR) has been
proposed in the Bill for pronouncing advance rulings
under the Act. For this purpose, new section 245-08
is to be inserted providing for the constitution of
BAR. As per new section 245W, an advance ruling
pronounced by the BAR is appealable before the
High Court. Other consequential amendments

are alse proposed in various sections relating to
Advance Ruling in the Finance Bill.

- " -
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As per section 245-08, BAR would consist-of -

Board of

officers nat

| Twe B i eaE
Advance " rnernbers y u!ﬁlh‘:e:“
Ruling 4 Commissiones

Significant differences between AAR and BAR

Authority for Advance Ruling

L. Binding nature of advance ruling

Board for Advance Ruling

Advance ruling proneunced by the Authority is

binding-

- on the applicant

- in respect of the transaction

- on the PCIT or CIT and the income-tax authority
sibordinate to him, in respect of the applicant and
the said transaction

Ruling or order passed by the Board for Advance
Ruling neither hinding on the applicant nor on the
Department. Accordingly, section 2455 is proposed
to be amended to provide that advance ruling
pronounced on or after the date as may be notifed by

the CG would not be binding.

1. Appellate/writ remedy

Writ petition before the High Court can be filed
against such ruling.

Appeal against the order or ruling can be filed
hefore the High Court within 60 days from the date
of communication of the ruling or order.

Authority for Advance Ruling shall cease to operate
and BAR will be effective from the date notified by
the CG. Consequently, application filed before the
AAR on or before such date as may be notificd by
the CG would be transferred to the BAR along with
all the relevant records, documents or material,

The working of BAR would be faceless, and the
CG may notify a scheme for eliminating interface
between the BAR and the applicant. Making the
working of BAR faceless is expected to resolve the
disputes in timely manner.

Vi. Appellate Proceedings - Faceless Sans
Jurisdiction

The Finance Bill, 2021 has also oposed to make
ITAT proceedings faceless on tﬁg same lines as
procecdings before the CIT(Appeals). It is clarified
in the memorandum that the aim of introducing
faceless working of the Tribunal will not only
reduce cost of compliance for taxpayers, but it
would also increase transparency in disposal of
;ppea!s. It will also help in achieving even work

istribution amongst different benches resulting in
best utilisation of resources.

Section 255 is proposed to be amended to
empower the CG to notify a faceless scheme for
the purpose of disposal of appeal by the ITAT.
Accordingly, all the communication with the
taxpayers would take place electronically. It is
charified in the annexures to the Budget Speech
that wherever personal hearing is required, the
proceeding can take place through video
conferencing. It is expected that the faceloss
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scheme so formulated would incorporate
provisions for providing opportumity of being
heard through video conferencing. To implement
the faceless scheme for Tribunals, Mational
Faceless income Tax Appellate Tribunal Centre
would be established.

Endnote - Towards giving effect to
Taxpayers' Charter

The Taxpayers’ Charter released last year spells
out the commitments on the part of the lncome
Tax Department as well as the expectations fram
taxpayers. As per the Charter, the Income Tax
Department is committed to dter alfa providea
mechanism for appeal and review, provide timely
decisions and respect privacy of taxpavers. In line
with these commitments, the Finance Bill, 2021
seeks to reduce the time limit for completing
assessments w's 1437144 and time limits for issue
of notice for reassessment (including search
assessments), make the appeal process before the
Tribunal faceless, constitute Board for Advance
Ruling to provide tax certainty and constitute DRC
for resolution of disputes of small and medium
taxpayers. While fulfilling its commitment as per
the Charter, the Department expects the taxpayers
to disclose their income honestly, pay taxes and file
returns timely. The Finance Bill, 2021, reflecting
the commitment of the Department, would go

a long way in instilling the necessary element

of confidence in the taxpayers and encouraging
them to disclose full information and fulfil their
compliance obligations. mmm
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Amendments in TDS/TCS Provisions

Over the years it Ias
been observed that the
T'DS is deducted and
TCS collected but the
corresponding return
of income are not filed
within the stipielated
fire. The Finance Bill,
2021 is set to change
the scenario with a
significant proposal
that is expected to
increase the number
of return filers. From
I April, 2021, the
deductors will have

to ensure that before
making the paymernt
to the suppliers and
deducting TDS or
collecting TCS, the
provisions for filing
the return of income
by certain classes of
people are properly
complied. Almost all
the payments made
have been covered for
TDS deduction till the
last enacted Finance
Act, 2020. However,

in the proposed
Finance Bill, 2021, the
amendments proposed
are only to the three
existing provisions
and introduction of
two new provisions.
Read on...

CA. Avinash Rawani

The smithar s i &

reaiteed Al araveanagiaens

The amendments and
introduction of new provisions
are significant and have
potential for replacement of
Ineome Tax Returns filings
making it just a procedural
submission of documentary
evidence lor record purposes.
Some of the amendments in

the proposed provisiens are a
welcome move as the same were
required based on the genuine
hardships faced by the business
houses at large and are also in
line with the globally aceepted
policies.

20 4

This Finance Bill, 2021 has

also proposed to intraduce
certain provisions like Section
206A5 and Section 206CCA to
encourage deductees to file their
Returns, pay their correct taxes
and elaim their refunds, if any
due. Resultingly, the percentage
of individual return filers which
are presently less than 1% of

the total population of the
country are bound to increase
with the implementation of new
provisions.

The proposed amendments
with effective dates have been
tabulated as under:

wwwlcad org
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Section | TDS/ | New/Scope | Assessees Brief Basic Rate of | Proposed
TCS | Expanded/ | covered Exemption | TDS Effective
Relief Limit Date
194 DS | Relief Body Business 2 5,000 10% 1 April, 2020
Corporate Trust notified
ar any ather
notified
persan by
Government
shall be
exempted
from
deduction
19444 TDS | Relief Infrastructure | Relief to MA - 1% April, 2021
el Infrastructure
Company Dbt
{replaced) Company
19418 TDS | Scope Non-Filers of | TDS to be T 50,000 per | 5% 1® April, 2021
Expanded | Income Tax | deducted month
Feturns at higher
FALE IR Case
of certain
category of
non-filers of
Returns
15941 TDS | Mew Specified Deductions | ¥ 500,000 10% 1% April, 2021
Senior under
Citizens Chapter VIA
and Rebate
under Section
B7A tobe
given
19400 DS | Mew Purchase of | Purchase TI000000 | 0.1% (5% | 1% July, 2021
Goods of goods where
exceeding no PAN/
¥ 50 Lakhs Aadhar is
in a financial furnished)
year Lo any
P’EHS-DT.I
19610 TDS | Relicf Non Resident | Benehit of MW.A. - 1* Apeil, 2021
Assesses Treaty or
Income Tax
Rate Lower
Rate to be
Applied
66 | THE CHARTERED ACCOUNTANT | MARCH 2021 e ical ong

anax8a.pressmart.com/TheCharteredAccountant/print.html

64/146



3/5/2021

Provisions reflating

to Deductions of Tax
effective frm 1 April,
2020

Section 194 - TDS on
Dividends

Pravision relating to deduction
of TDS on Distribution of
Dividdend was introduced

and made effective from 1
April, 2020 by withdrawing
Dividend Distribution Tax in
the Finance Act, 2020, The
second proviso to Section 194
stated that this section shall
not apply if the dividend is

paid to insurance company or
insurers. The Finance Bill 2021,
now proposes to extend this
henefit retrospectively also to
business trust and states that if
any dividend is paid or credited
tor a business trust established
for special purpose vehicle or in
whaose hand dividend is exempt
or also payments made to any
other person as may be notified
by Government then TS will
not be deducted,

Provisions relating

to Deductions of Tax
effective from 1* April,
2021

Section 194A = TDS on
Interest Other than Interest
on Securities

In section 194A of the Income-
tax Act, in sub-section (31,

in clause (x), after the words
“infrastructure capital fund ot
thir words “infrastructure debt
fund or” shall be inserted and
accordingly the interest payable
to infrastructure debt fund will
not be Hable for deduction of
TDS.

WAL T Org
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Section 196D - TDS on
Income of FII from Securities

The Section has been modified
in order to rationalise

the provision concerning
withhelding on payments
miade to Foreign Institutional
Investars (Flls). Accordingly, it
is proposed to insert a proviso
ta subsection (1) of section
19613 of the Act to provide that
in case of a payee to whom an
agreement referred to in section
O 1) or section 90A(1) applies
and such payee has furnished
the Tax Residency Certificate
as required section 90{4) or
section 90A(4) of the Act, then
the tax shall be deducted at the
rate of twenty per cent or rate
or rates of income-tax provided
in such agreement for such
income, whichever is lower.

Section 194P - TDS on
Interest to Specified Senior
Citizens

Section 194P has been
introduced to give specific
relief te the Senior Citizens.

It has been proposed in the
Fimance Bill that the Banks
before deducting TDS will have
to take into consideration the
allowakle deductions under
Chapter VIA, rebate under
Section 87A and then deduct
TDS. The Banks will have to
compute the Total Income of
the 5pnc'tﬁcd Senior Citizens
and deduet the TDS as certain
category of income earners have
been exempted from filing of
Return of Income. The Banks
will have to take appropriate
care and precaution as they
will be reguired to report all
such details in the TDS returns
while filing the eeturns. The

- " -
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1

The percentage of
individual return filers
which are presently less
than 1% of the total
population of the country
are bound fo increase with
the implementation of new
provisions.

Banks will have to update their
software accordingly should not
be a challenging task in the era
of digitisation.

For the purpose of this Section,
the explanations given by the
provisions in the Finance Bill
are as under:

fa) “specified bank" means a
banking company as the
Central Government may,
by notification in Official
Gazette, speeify;

() “specified senior citizen”
means an individual, being a
resident in India——

i)y who is of the age of seventy-
five vears or more at any
time during the previous
vear;

{ii) whao is having income
of the nature of pension
and noe other income
except the income of
the nature of interest
received or receivable
from any account
maintained by such
individual in the same
specified bank tn which
he is receiving his
pension income; and

-4
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(itt) has furnished a
declaration to the
specified bank
containing such
particulars, in such
form and verified in
such manmner, as may be
prescribed.

Provisions relating

to Deductions of Tax
effective from 1% July,
2021

Section 194A - TDS on
Interest other than Interest on
Securities

In section 1944 of the Income-
tax Act, in sub-gection {3},

in clause (x), after the words
“infrastructure capital fund or’,
the words “infrastructure debt
fumd or” shall be inserted and
accordingly the interest payable
to-infrastructure debt fund will
not be liable for deduction aff
TDS.

Section 19HB — Payment of rent
by certain individuals or Hindu
undivided family.

1

section 194P has been
introduced to give specific
relief fo the Senior
Citizens. It has been
proposed in the Finance
Bill that the Banks before
deducting TDS will have
to take into consideration
the allowable deductions
under Chapter VIA, rebate
under Section &7A and
then deduct TDS,

anax8a.pressmart.com/TheCharteredAccountant/print.html
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The Finance Bill seeks to include
the words, figures and letters

in the said provision "section
206AA or section 206A8, such
that the TS is now proposed
to be deducted at higher of
applicable rate of any of such
section, in case of default by
including non-filing of Return
of Income for a consecutive
period of twe years by a resident
individual or HUF by a rent
reCEiver.

Section 1940- TDS on
Purchase of goods over a limit

In the last Finance Bill, Section
206C11TH) was introduced a levy
being TCS on sale of goods and
this year, a new Section 1940},
being TDS on purchase of goods
on the strmilar lines is proposed
to be introduced. The proposed
Section TDS on purchase of
goods above specified limit,
provided following conditions
are satisfied:

L. Any person, being a buyer,
wha is responsible for
paving any sum to resident
{hereinafier referved to as
the "seller”) for purchase
of any goods of the value
or aggregate of such value
exceeding in a previous
year of € 50 Lakhs deduct
0.1% (5% in No PAN/
Adhar cases) of such sum
exceeding T 50 Lakhs as
income tax;

2. A buver means a person
whose total sales, gross
receipts or turnover from
the business carried on by
him exceed ten crove rupees
during the financial year
immediately preceding the
financial year;

Lo THE CHARTERED ACCOUNTANT = MARCH 2021
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3. If the amount is credited
to any account by whatever
name called, these
provisions shall apply;

Heowever, the Central
Government may, by
notification in the Official
Crazette, specify for this
purpaose, subject to conditions
as prescribed in such
notification shall be exempted
from TI¥.

[t is also stated that if the
transaction is covered for TS/
TCS under any provision of

the Act and has deducted such
amount, they shall be exempted
from this provision,

Other Provisions

Section 2060C is proposed to
be introduced on the lines of
Section 206AB wherein higher
of the twe rates provided in the
section, in case of non-filers of
Return of Income.

Compliance Provisions

Section 206AB and Section
206CCA have been proposed

in the Finance Bill, which will
require that the Deductor/
Payer will have to ensure that
while making payment shall
deduct TDS of a resident person
under the provisions of Chapter
XVIE other than Section 192,
1924, 1948, 19488, 194LEC

ar 1940, the “specified persan”™
has also filed the Return of
Income for the last two financial
years, immediately prior to the
financial year in which payment
is made. In case of non-filing

of Return of Income, by such
restdent deductee, except

in the eases, where the time
limit under Section 139(1) has

e ical ang
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CPC/Government will
provide Online verification
mechanism on the
website of ITD, in the due
course, which will enable
the Deductor/Payer to
verify whether the Payee/
Recipient has filed the
Return of Income for the
tast two years or not.
_m

expired and the aggregate TDS
and TCS in case is T 50,000

or more in each of these two
previous years, then the TDS
will have to be deducted at
higher of the following rates as
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applicable under that Section in
which payment is made:

(i1 At twice the rate specified
in the relevant provision of
the Act; or

{ii) At twice the rate or rates in
force; or

(iii) At the rate of five percent.

O the similar lines the
Deductor will also have to
ensure that while making
complying with TCS provisions
under Section XVIIBB, the
person bo wham the payment
is made has filed the Return

of Income for the last two
financial years, immediately
prior to the financial vear in
which payment is made on the
similar lines, In case of such

Union Budget 2021-22 |8

non-compliance, the TCS will
have to be collected at high.el' of
the following rates as applicable
under that Section in which
payment is reguired to be
collected:

{i) At twice the rate specified
in the relevant provision of
the Act; or

{ii) At the rate of ive percent.

CPCGovernment will provide
Online verification mechanism
on the website of ITD, in the
due course, which will enable
the Deductor/Paver to verify
whether the Fayee/Recipient has
filed the Return of Income for
the last two years or not as it has
new become very user friendly
after the implementation of
CPC20. mmm
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Equalisation Levy - Proposed Amendments

in 2021

There has been massive
rpsurge in digital
transactions in the last
few years, particularly
during COVID-19
pandemic when the
whole warld has taken
up digitalisation in

& big way, This may

be owed to a mnnriber
of reasons including
wider reach and

ease of business. The
growing acceptability
and spread of digital
transactions can be
judged from the fact
that as per United
Nations Conference on
Trade and Development
{UNCTAD) the

total value of

global e-comnierce
transactions,; botlh
domestic aid cross-
horder stood at LIS
525 trillion in 2015 an
ircrease of around 56
percent compared fo
2013, this might have
grown substantially in
the recent years. Read
on...

Ta THE CHARTERED ACCOLUINTANT
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The biggest advantage of the
digital business over raditional
brick and mortar form of
business is the ease with which
companies can promote and
se]l their goods, and that too

at a reduced cost. From a
customer perspective it brings
advantages in the form of ease
in procurement as well as lesser
cost in cases where a part of
cost saved is passed on by the
company o the consumer.
Digital platforms are becoming
the new market place due to
spread of internet and increased
michile connectivity.

While digitalisation on the one
hand is changing the business
dynamics including the way
business is done, it is also posing

SARCH 2020
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some seriows challenges for

the tax authorities worldwide,
The major challenge is that

the existing international tax
rules provides taxing rights to
one jurisdiction only if nexus

is established and one of the

key characteristics of a digital
business is ability to operate
remotely without creating any
physical presence. Thus, existing
international tax principles
have been rendered samewhat
inadequate to tax digital
transaction and this has created
concern in tax jurisdictions
across the globe, more so the
ones with large consumer hase,
as they tend to lose a substantial
share of tax revenue.

Recognising this, on the

WAL HC, TNy
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While the OCED

through its task force is
working agaressively to
devise an appropriate
methadology to tax digital
transactions, vanous
countries, including India,
considering the magnitude
of digital transactions and
impact it has in terms

of loss of tax revenue,
have adopted one sided
measure fo tax digital
revenues derived from
their jurisdiction.

initiation of G20, under

the Base Erosion and Profit
Shifting (BEPS) project, OECD
examined challenges to the
existing tax system due to
digitalisation of economy. This
resulted in BEPS Action Plan 1,
published in 2015, Sinee, then a
lot of work has been done in this
direction including proposals

to allocate taxing rights to the
user jurisdiction as well as
mechanism for determination of
taxable income,

However, constdering the
existing differences between
member countries and
conditions due to COVID
pandemic, it would still require
considerable time for OECD

to come out with a globally
accepted approach, While the
OCED through its task force is
working aggressively to devise
an appropriate methodology to
tax digital transactions, varions
countries, including India,
considering the magnitude of
digital transactions and impact

www. o org
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it has in terms of loss of tax
revenue, have adopted one sided
measure to tax digital revenues
derived from their jurisdiction.
India introduced Equalisation
Lewvy to tax certain digital
transactions.

Equalisation Levy in India
Equalisation Levy (EL) was
introduced by the Finance Act,
2016 (effective from 1* April
2016) wherein dig':tal SOrVICes
in the nature of advertisement,
provision of space for digital
advertisements or any other
facility or services for the
purpose of online advertisement
were made subject to
equalisation levy of 6%. Thus,
any resident making payment
ta a non-resident for any of the
above services is required to
deduct equalisation levy and
pay the amount to the credit
of central government within
7 days from the end of month
in which EL was deducted.
The rationale for ntroducing
this levy was explained in the
Memaorandum to the Finance
Bill, 2016 as follows:
“Considering the potential

of new digital econamy and

the rapidly evolving nature

of business opevations it is
Soiendd essential to address the
challenges in terms of taxation
of such digital transactions

as pentioned above, T arder
o aeeledress these challenges,

it 1s proposed to insert a new
Chiagrter titled "Equalisation
Levy™in the Finance Bill, to
provide for an equalisation
levy of 6 % af the amount of
consideration for specified
services received or recenalile
J.!_;.l @ sonr-resident not J.raw'ng
pernanent extablishment ('PE’)
in Inedia, froom o resident
Trdiat who carries ont business
ar prafession, or from a mon-

- - N
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resident having permanent
establishment in fndia”
Amendment by Finance Act,
2020

The seape of EL has further
been enhanced by Finance Act,
2020, to include e-comimerce
aperators. E-commerce
aperator is defined as a non-
vesident that owns, operates, or
manages a digital or electronic
facility or platform for online
sale of goods or the online
provision of services. Thus,

all e-commerce operators
meeting the prescribed
conditions will be regquired

to pay a 2% equalisation levy
on consideration received or
receivable,

The EL provisions relating to
£-COMMETTe Operators are
contained in section 165A reads
as below:

(1} On and frav the 15t day
of Aprif, 2020, there shall be
charged an equalisation levy
at the rate of two per cent, of
the anrount of consideration
received or recetvable by an

1

Equalisation Levy
(EL) was introduced
by the Finance Act,
2016 wherem digital
services in the nature
of advertisement,
provision of space for
digital advertisements
or any other facility or
services for the purpose
of online advertisement
were made subject to
equalisation levy of 6%.
P —
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g-commerce pperator
means 4 nan-resident
who owns, operates

or manages digital or
electronic facility ar
platform for online sale of
goods or onfine provision
of services or hoth.

e-commterce operatar from

e-cortmerce supply or seyvices

made or provided or facilitated

by ft—

(i} taa person resident in Tnedia;
ar

(fi) toa nown-resident in the
specified circumstances as
referred to in suh-section (3
or

(i) to @ perso who buys such
goods or serviees or both
wsing internet protocol
address located in ndia.

Section 164 further contains

definition of various terms used

hevein. Some of the important

definitions captured therein are

reproduced as below:

“eecomytterce operator” means a
now-resident who owns, operates
or manages digital or electronic
Sacility or platform for anline
setle of poods or online provision
of services or both;
“eecommerce supply or services”
means—
(i) online sile of goods
owned by the e-commerce
operatar; or
(i) online provision of services
provided by the e-commerce
operatar; or
(i} online sale of goods or

provision of services or
hath, facilitated by the

anax8a.pressmart.com/TheCharteredAccountant/print.html
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CoCOMMErCe aperator; or
(iv} any combination of activities

listed in clause (i), (i) or

clause (iii);]
“online” means a facility or
service or right or benefit or
aceess that is ebtained through
the internet or any other form
of digital or telecommunication
network;

Some of the concerns relating to
interpretation of various terms
are;

«  EL provisions were kept
wnder a separate chapter
implying that the credit
for the same will not be
available in the home
country of the e-commerce
operators. Thus, this will
lead to double taxation and
global MNE groups may
be inclined to pass on this
additional cost to consumers
either wholly or partly;

+  Definitions of certain terms
were not very clear Iea-rling
to various interpretation.
For e.g., the definition of
the term “e-commerce”
operator was defined in a
manner to even include
some of the services such
as IT support, database
access, ebe. provided by
one non-resident group
company to another group
company in India. Similarly,
the term “online” was given
very wide connotation
to include any facility or
service or benefit or access
obtained through internet
or any other farm of digital
or telecommunications
network,

» It was not specifically
mentioned, that income
earned by non-resident
e-commerce operator in
the nature of royalty/fee
for technical services will

T THE CHARTERED ACCOUNTANT | MARCH 2028
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continue to be governed by
existing provisions or will be
subiject to EL.

More clarity is required around
the nature of transactions
proposed to be covered by EL
provisions.

Amendments Proposed by
the Finance Bill 2021
Recognising the issues
mentioned above the
government on Feb 01, 2021
vide Finance Bill, 2021 has
provided clarity on some of the
aspects as mentioned above.
Some of the major amendments
proposed include;

Tncome taxable as royvalty or
Jfee for technical services wot to
be imcluded within Hre ambit
of EL

It is proposed toamend

section 163, subsection (3)

to include a proviso to clarify
that considerations received or
receivable for specified services
and for e-cammerce supply

or services shall not include

the consideration, which are
taxable as rovalty or fees for
technical services in India under
the Income-tax Act, read with
the agreement notified by the
Central Government under
section 90 or section 904 of the
sald Act.

Clarification on onlive sale of
goods aird services

Further, an explanation has
been added to the definition
of “e-commerce supply or

1

EL is supposed to be

a tempaorary measure
until an approach which
has global consensus 18
developed by OECD.

e ical ang
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It has been further

clarified that irrespective

of the fact whetheran

B-COMMErCE operator

owns the goads,

provides online services

or facilitates said

online services, the

consideration received

or to be received shall

include the consideration

as per the mentioned

clanfication

]

services), wherein, Tonline sale
of goads™ and “online provision
of services” shall include one or
maore of the below mentioned

parameters to be identified as an
e-commerce supply or service:

+ acceptance of offer for sale;
ar

«  placing of purchase order:
or

« acceptance of the purchase
order; ar

+  pavment of consideration;
or

«  supply of goods or provision
of services, partly or wholly;

Other Clarifications

It has been further clarified that
irrespective of the fact whether
AN e-COTINErce operator owns
the goods, provides online
services or facilitates said online
services, the consideration
received or to be received shall
include the consideration as per
the mentioned clarification.

Another anomaly sought
to be removed by the
government is through the

WAL T Org
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corresponding amendment

in Section 10(50) to provide
for exemption of income on
which equalisation levy was
levied with retrospective
effect from April 01, 2020,
Thus, all the transactions on
which equalisation levy was
introduced are exempt from any
charge of Income tax.
Concerns to be addressed

It goes without saying that EL
is an additional tax burden on
the companies and this coupled
with the fact that it is intended
to be applied as a unitateral
measure where corresponding
relief/tax credit is not available
in the home country may give
rise to double taxation, unless a
suitable clarification is provided
in the Income-tax Act, 1961,

EL is supposed to be a
temporary measure until an
approach which has global
consensus is developed by
OECD. However, the concern
amongst business remains

as to what would happen in
case where a globally accepted
approach is not possible or
there are considerable delays in
formulating such an approach,

While the clarification provided
by government through Finance
Bill 2021 will certainly help
businesses in evaluating the
applicability of these provisions
on their businesses there are
still a lot of factors surrounding
the provisions which needs to
be addressed, such as:
a.  The major issue with
EL which has not been
addressed so far s the
double taxation caused by
it, As mentioned earlier
EL is outside the scope
of Income Tax Act 1961
thus treaty benefits with
respect to the same are not
available,

- " -
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b. Further. EL provisions in its
present shape seems to have
a very vide applicability
and cover almost all digital
transactions.

e, EL would impose
additional compliance
burden on non-resident
e-commerce operators. The
EL provisions relating to
e-commerce operators cast
liability on non-resident
operators Lo pay the amount
of EL to government
within stipulated time.

This also requires the ¢
commerce operator to
abtain Permanent Account
Number (PAN) in India as
well as comply with other
procedural requirements,

d.  From consumer
perspective, there is no
provision restraining large
e-COMMENCE Dperator to
shift burden of EL on to
the customers making the
transactions costlier for the
Indian taxpayers.

The concern of the tax
department in protecting the
tax base in respect of digital
transactions is genuine and they
are within their rights to look
for the possible methodologies
for taxing such transactions.
India, similar to many other
tax jurisdictions, has adopted
unilateral measures to protect
their tax base and this is
supposed to continue Hll global
community does not talk in
one voice to find the concerns
regarding taxation of digital
economy. Given this scenario,
Indian authorities may take
into consideration the Achilles
heel of business to ind fruitful
remedies to curb double
taxation, increased burden of
compliance and transaction
costs. EEE
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Taxation, in one or other
Joru, lias been consistent
companion of busimess.,

Moyre e bwo centuries

back Benjamin Franklin

seebed that, “in this world,
rokiting i certain except
death and taxes” This being
5o, e euiest s been (o have
¢ Loy systen under which,

as said by Chamakya in tre
Arthashastra, povernnent
sitoneld collect taxes likea
homeybee, which sucks jrst the
right ameonnt of howey from
the flower so that-both can
survive, Now, tie question is
what the qualities of a good
tax systenn should be, Adam
Smith identified fairpess,
certainty, comverience and
efficiency as the fowr canons
of taxation. ndoubledly, all
.Jﬁ'r.'n' dre important, but for
Buisinesses iF (s “certainty”
afa tax system witich is a
mecessity for making any long
termt business plan. With
changes in the way business
is condiected due to changes
in techuslogy, looking for
certainty is not eqasy. In such
a scenario, busimess wants
clarvity of the tax liability
based on the tay law existing
ai tre time of the planning the
butsiness. As Lax provisions,
majorly, are given to differing
inferprefations disputes drise
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Board for Advance Rulings and Tax

CAL Sharad Goyal*

5. P Singh™

T The autlson bs & member of the Institute, *The author s former
IES officer. ey can be-reached at licom

and cheard @

leading fo uncertainty.
These frpve given rise o
demeand for advance rulings
by fax et thiorities, Several
couniries have adepted one
or n:rn’ﬁgu’g WLV r_llf'afh'r.'rza;'{:
r'.:n!'rr.:_g.:.. India introdieced
Autlrority for Advaice
Riudings (AAR)in 1993
witich was received by all
with a lot of expectations It
sought to provide certainty
fo mon-residents interested
in investing in India, and
at the same tinte wanted

to avoid any tax [itigation.
However, expectations arg
mrore. Finance Bill, 2021
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propases to amend the
provisions with aim to
prowonce tnvely relings
to taxpayers. The article
discisses the proposed
changes in light of
intternational experiences
I'Hh‘.nr .'H{ﬂ'l-’*'f\ IEegLies
Hegtt ean miake the yew
sclieme wiore effective and
efficient. Read on...

Types of Advance Rulings

Advance ruling is bruadl}r
defined as written opinion/
decision by an authority
umpuw::ri'd to render it with
regard to the tax consequences

TAX LAW

e ical ang
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of a transaction or a proposed
transaction or a legal position.
The global best practice for
advance ruling encompasses
two types of rulings:

+ Public Ruling - It represents
the administration’s
interpretation of particular
pravisions of law that effect
a large number of taxpayers
and are issued in the form
of interpretative ruling or
clarifications. They bind the
tax officers but not taxpayers
wha can resort to the remedies
provided under law where
they disagree with the ruling.
The Central Board of Direct
Taxes (CBDT) issues Circulars,
Frequently Asked Cuestions
(FAQS), etc, under this
category.

« Private Ruling — These are
specific to a taxpaver and
specified transactions, These
are issued on specific request
by a taxpayer. The objective
is bo provide support and a
greater level of certainty bo
the taxpayers. The system of
advance rulings are examples
of such rulings.

+ Oral Rulings - An oral ruling
i a form of legally binding
adviee give over the phone to
taxpavers whao are individuals.
This is prevalent in Australia,'
It gives opinion of the
Australian Tax Office on how
a provision of the law applies
to an individual in relation bo
their specific circumstances.
Generally, oral rulings are
given on areas of the law such
as personal income tax or the
Medicare levy.
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Imternational Experience
Timeline

Aa comimon feature present in
almaost all systems of advance
rulings is a defined timeline for
issuing the rulings. Mostly, it is
less than one vear. The position
in some of the countries are as
follows:

Less than 3 months: United
Kingdom (30 days); Austria (2
weeks te 1 year. However, under
the Express Answering System
time taken is not more than 3-4
week); Belgium (1-3 months);

Less than a vear: Denmark
{typically, 6-8 months); France
{6-9 months)

Constitution of Authority

The constitution of authorities
differs from country to country.
In most of the countries the
authority works under the tax
deparinent and manned by the
officers. For example, in Japan
Advance ruling authorities are
part of the tax authorities and
not & separate body, Similarly,
the authority in South Africa
and Malaysia is part of the tax
department. The position in
the Netherlands is interesting.
Originally, the tax inspector
was giving the ruling. The
position changed in 1991

when the issuance of advance
rulings in respect of certain
international transactions has
been centralised at a one-stop-
shop within the tax authorities.
‘This has further been modified
after reforms in 2001 and 2004,
The Netherlands has one of the
most efficient, robust and open
system of advance rulings.

Union Budget 2021-22 (8

1

Accordingly, a new
chapter was inserted
by the Finance Act,
1993, in the Income-
tax Act, 1961 ("ITA" or
“the Act”), creating the
AAR scheme in order fo
provide certainty, avoid
needless litigation n
respect of transactions
involving non-residents
in Intia

The most interesting set up is
in Sweden, where the members
and deputies are appointed by
the government who are tax
experts with experience from
various business areas such as
courts, authorities, universities,
el

Binding Nature

The position regarding the
binding nature varies from
country to country’. In most of
the countries such as Portugal,
Spain, Germany, Denmark, eto;
it is hinding on tax authorities,
but not on taxpayers. In
Austria it is |;|!'1'H:|iJ'LEI neither

on tax administration nor on
taxpayers. [n aly, it is not
hinding on tax administration,
while in Luxembourg it is not
binding on tax administration
m‘tl'_r in case of change in law,

If the rulings are not obtained
in “good faith™ or incorrect

ar 'Lm:umpleta: information is

Rartpse Pkt g s Cremera b A T O aadvioe- o grrdelatsie SATEF-ateteive prostss ie-frealings b Ovalsu fags fngessed in febriary 20200
Birgprisdvrmemareoa by Furpe i p-corteme apatal A dvieor niy | elings pd@occesied Or Fefrary 20210
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provided by taxpayer then in
many jurisdictions the rulings
are not binding.

Tax Disputes and Need [or
Autthority for Advance Rulings
{AAR) - Position in India

As of March 2018, there were
approximately 1,39,221 direct
taxes cases under consideration
at the level of I'TAT, High Courts
and Supreme Court. Just 0.2%

of these cases constituted nearly
56% of the total demand value;
and 66% of pending cases, each
fess than ¥ 10 lakhs in claim
amount, added up to a mere
1.8% of the total locked-up value
of pending cases as can be seen
from Table 1.

Table 1 - Amount (MR billion)
Financial Commissioner

Year of Incame Tax
tAppeals) CIT{A)
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are filed by the department) the
success rate of the Department
in Direct Tax cases at all three
levels of appeal — ITAT, High
Court and Supreme Court is low
(under 30%).

Provincial Act or Government
Companies for an issue related
to computation of income
pending before income tax
authority and to other residents
for determining tax liability for

Table 2
Success Rate | Petition Rate
Suprene Court 7% 87%
High Courts 13% 53%
ITAT 27% B8%

{Sonrce: Econorntie Survey 200 7- 18, Ministry of Finance)

Tax litigation in India has not
been a wining proposition,
creating disincentive. This
was appreciated by various
Committees constituted by
the government. Finally, while

High Court

& transaction with non-resident.
In 2014, the scope was further
expanded to include resident
taxpayers where the tax liability
in respect of a transaction
exceeds 100 crore rupees,

Supreme Court

Mo of Amount | Noof Amount | Noof Amount | Noof Amoeunt
CASES CASEE CABES CASCE
2084-15 232,126 5639 37,506 1,455 34,281 377 G061 46
201516 258,898 5,162 32,834 1,359 34,138 1,614 5,399 T
2016-17 290,227 5,112 37,968 1,438 35,481 2,878 3,357 ]
2017-18 304,000 5185 37.353 2,350 39,066 1,960 6,224 118
2018-19 339,000 5,624 92,205 MNA 3853 1,365 4425 T4

(Sararee: Heport af the Conptraller and Anditor General of hndia, for the year ending March 2009 Pages 11 and 12}

The Economic Survey, 2007-18
highlighted poor success rate in
appeals filed by the government.
Table 2 shows that though

tax department is the biggest
litigator (more than 85% cases

Section 245R(6)

provides that the AAR

shall pronounce rulings

within six manths of the

receipt of application,
—

delivering the Budget Speech
for 1992, the then Finance
Minister accepted need for the
Authority for Advance Ruling.
Accordingly, a new chapter

was inserted by the Finance
Act, 1993, in the Income-tax
Act, 1961 ("ITA” or “the Act™),
creating the AAR scheme in
order to provide certainty, avoid
needless litigation in respect

of transactions involving non-
residents in India. [n 2000,

the government extended the
jurisdiction of the AAR to Public
Sector Undertakings established
under Central, State or

Further, with the intreduction
of provisions of General Anti
Avoidance Rules (GAAR) in the
Indian statute, the Government
has yet again expanded the
scope of AAR to include that

all taxpayers (e, residents

and non-residents) may seek
advance ruling on whether an
arcangement undertaken is

an impermissible avoidance
arrangement or not. These
changes of widening the ambit
of application eligible for AAR
is a clear reflection of its serious
intent and growing popufarity.
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The Memorandum to
the Finance Bill, 2021
mentions that AAR is
proposed to be replaced
by & Bpard of Advance
Ruling (BAR).

Features of Existing AAR

The provisions regarding AAR
are in Chapter XIX-B of the

Act, It runs from section 245N
to 245V, AAR has one Principal
Bench in Delhi, one henchin
MNCR and one bench in Mumbai.
AMAR consists of a Chairman and
various Vice-Chairmen, revenue
member and law members.

The principal bench consists of
Chairman, one revenue member
and one law member. The

ather benches consist of ane
Vice-Chairman, one revenue
member and one law member,
each. A bench cannot function,
if the post of Chairman or
Vice-Chairman is vacant, As

per Section 235-0 of the Act,
persens eligible for appointment
as Chairman of AAR are retired
Judges of the Supreme Court,
retired Chief Justice of a High
Court or a retired Judge of a
High Court whe has served in
that eapaeity for at least seven
years. Similarly, the person
eligible for appointment as Vice-
Chairman are retired judges of a
High Court.

Section 2M5R(6) provides that
the AAR shall pronounee
rulings within six months

of the receipt of application.
However, it has been observed
that in several occasions rulings

were issued much beyond the
time limit of six months. The
disposal rate of AAR was 80% in
FY 2006-07. From FY 2010-11
onwards the disposal rate came
down abysmally low within the
range of 6% to 23% during the
period FY 2010-11 il FY 2017-
18,

Section 2455 of the Act makes
the rulings binding on tax
administration as well as on
taxpaver who had sought it and

“Union Budget 2021-22 [

taxpayers. It s, also, proposed
that an appeal to High Court
against the ruling by the BAR
can be filed by the taxpayer

as well as tax administration.
The appeal shall be filed within
sixty days from the date of

the communication of such
ruling or order, On the date of
natification of BAR provisions,
all the pending applications
before AAR will be transforeed
to BAR. Comparative provisions
are summarized below:

Parthoulem durtharity of Rdvancs Ruling Benaered oF Ridwvarod Ruling
[ARR} (BAR)
Tt peduicaed Finarda Adt, 1993 Fananstis B, 2031

Applmality of  Bewng on both partes i,
Fusng

FDEERANLE A a0 JepaIImEng

Nulths Lindlingg oo agapbcant, o
on fax departmant

Homber Charrran (Fatired SCHE judges] Tovu mernbzers wach beng oficer
Wicw chawrrian (Ratired HE pudges) ofrﬂ.hdgwlhlmdchd

Cearaveiaasrial

dppaal sgamat W0 appen i podibie pgainst the Aoling of BAR wi bw appealbis
Rigkng ufing of the AAR. Only remedy baforw tha H

areailable i to fle mT pebition with

thes ML, which B 2 constitutony

is non-appealable. In realivy,
both tax administration and
taxpavers take the matter to
High Courts of law under
the writ provisicns of the
Constitution of India,

AAR - Changes Proposed by
the Finance Bill, 2021

The Memorandum to the
Finance Bill, 2021 mentions
that AAR is proposed to be
replaced by a Board of Advance
Ruling (BAR). It is proposed
that the Central Government
shall constitute one or more
BAR far giving advance rulings.
Each such Board shall consist
of two members, each being

an afficer not below the rank
of Chief Commissioner of
Income Tax. The advance
ruling will neither be binding
on tax administration nor on

Concerns and Remedies

A perusal of the existing
provisions regarding AAT
shows that it has all the
desirable features of a good

1

It is proposed that the
Central Government shall
constitute one or more
BAR for giving advance
rulings, Each such Board
shall consist of two
members, each being an
officer not below the rank
of Chiet Commissioner of
Income Tax

www.lcal org
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Timeline and certainty
are the two areas of
concerns to be taken
care by the propased
amendments in

order to increase the
gffectiveness of advance
ruling facility.

system — it consists of members
who are independent of the

tax department, it makes the
rulings binding on taxpayers as
well as the tax administration
and has prescribed a time limit
of six months for the issue of
relings. It is to be seen how well
the proposed changes are going
to bring inoa system providing

anax8a.pressmart.com/TheCharteredAccountant/print.html
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certainty Lo taxpayers.

Timeline and certainty are the
twao areas of concerns to be
taken care by the proposed
amendments in order to
increase the effectiveness of
advance ruling facility. As has
been mentioned earlier, globally,
within 3-6 meonths rulings

are issued by the authorities.
Similar timeline should be
prescribed in India, too. 1f
there is any delay on the part of
taxpayer or there is any specific
request by taxpayer for delaying
the ruling that time may be
excluded while computing the
timeline.

5o far as certainty is concerned
the proposed changes may not
meet the objective of reducing
litigation and providing
certainty to investors in India.

With right of appeal to the

tax department as well as to
taxpayer, the BAR would work
as a normal litigation body and
not a “Dispute Prevention”

body. A shorter time frame

for obtaining a final resolution
under the normal litigation
process, would facilitate foreign
or domestic investors,

Government may consider
borrowing the concepts of
advance rulings from Advance
Pricing Agreement [APA)
scheme, which has been very

successiul in bringing down

transfer pricing disputes in
India. A conciliatory approach
adopted by tax administration
and taxpayers have inclination
and capabilities to reach a
mutually beneficial dispute
resolution, smm '
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Key Changes in Indirect Taxes Regime

The hon'ble

Finance Minister

has presented fer
paperless budget

aun first of February
this year. For the
Jirst timie in India’s
independent history,
the Union Budget was
delivered in paperless
Sorm. Though it was
paperless it was nol
an issueless budpet as
it meade several key
chainges to uplift the
economy and bring
growth. This articles
intends to explain the
various imiporiant
amendments
proposed by the
Hown'ble FM with
regard to indirect
taxes. Read on...

A. Changes in Central
Goods and Services Tax
Act

A.l Scope of supply -
Amendment to Section 7
and Schedule 11

The term supply is defined
by section 7 of the CGST
Act, The finance bill seeks

WAL T Org

CA. Purushothaman |,

'Thee murthor ks @ membeer of the Institute, He can be

tesched at ehnardgsont in

to insert, with retrospect
effect from O1,/07,/2017,

a sub clause (2a) in sub-
section (1) ef section 7,
The amendment proposes
to bring within the scope
of supply the activities

or transactions, by a
person, other than an
individual, 1o its members
or constituents or vice
versa, for cash, deferred
payment or other valuable
consideration.

Further an explanation

has been added that,
notwithstanding apything
contained in any other law
for the time being in force
or any judgement, decree or
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order of any Court, tribunal
or authority, the person and
its members or constituents
shall be deemed o be

twa separate persons and
the supply of activities or
transactions inter se shall be
deemed to take place from
one such person to another,

Further clause na.113 of
Finance hill, proposes

to omit paragraph 7 of
Schedule I of CGST Act
with retrospective from 1
July 2017, The paragraph
7 of the Schedule 1 of the
CGET Act is reproduced
below:

“The follewing shall be
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treated as supply of goods,
namely:

Supply of goods by any
unincorporated association
or body of persons toa
member thereof for cash,
deferred payment or other
valuable consideration”

The proposed amendment
nullifies the decision of the
Supreme Court in Caleutta
Club case wherein it was
held that the transaction
between Association and
its members is not leviable
o Sales tax or service

tax. However whether

this decision is equally
applicable to GST Laws isa
debatable issue, The above
amendments intends to put
at rest any CoRtroversy on
this isswe.

Another issue which

miay arise because of this
amendment is whether

the transaction between
partnership firm and its
partners represented by way
of salary or share of profit
will alse constitute a supply.
The usage of the words
“activities o transaction

by a person other than
individwal, to its members”
is wide enough to cover the
transactions between Firm
and its partners. It shall

be in the larger interest of
the trade and industry, if,
the CBIC comes out with
aclarification/exemption
notification in this regard.

A.2 Input Tax Credit -

Amendment to section 16

The Finance Bill proposes
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tar insert clause (aa) after
clause (a) in subsection (2)
of section 16. Subsection

(2) enumerates various
conditions for claiming
input tax credit. By the
praposed amendment, one
more condition is added

for claiming lnput Tax
Credit that the details of
the invoice or debit note
has been furnished by the
supplier in the statement
of outward supplies and
such details have been
communicated to the
recipient of such invoice or
debit note in the manner
specified under section

37. Presently the supplier
furnishes the information
of his outward supply by
furnishing Form GSTR 1
which is communicated to
the recipient in form GSTR
2A and GSTR 2B. GSTR
24 and 2B has got different
characteristics. In GSTR 2A
the information is reflected
in the month in which the
invoice is raised by the
supplier. But GSTR 2B will
reflect only the invoices
furnished by the supplier

in GSTR 1 which is filed
upto 117 of the following
month. If there is a delay on
the part of the supplier in
filing GSTR [ beyond 11%
of the following menth, the
corresponding invoices shall
be reflected in the GSTR 2B
of the recipient pertaining
to the month in which
GSTR 1 is actually uploaded

by the supplicr.

Presently under rule 36(4)
the tax paver can claim up
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ter 5% over and above the
credit reflected in GSTR 26,
With the above proposed
amendment, which restricts
the ITC to the amount
reflected in form 26 the
benefit of 5% extra claim
may be withdrawn by
notification,

A.3 Audit and Annual Return

- Section 35 and section
44

Subsection (5) of Section
35 requires every registered
persan, whose turnover
exceeds the prescribed limit
to get his account audited.
The Finance bill proposes
(o armit sub section (5) of
section 35. Hence audit
requirement under CGST
is dispensed with, This
amendment is to be read

in comjunction with the
madification of Section 44,
Section 44 which prescribes
filing of annual return is
proposed to be substituted.
The proposed amendment
provides for furnishing
self-certified reconciliation
statement, reconciling the
value of supplies declared
in the return furnished for
the financial year, with the
audited annual financial
statement.

A4 Charging of Interest -

Section 50

Section 50 (1) of the CGST
Act provides for pavment
of interest for delayed
payment of tax. There was
an interpretational issue
as to whether the interest
is bo be calculated on the
gross tax before adjusting

e ical ang
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ITC or net tax paid by cash
after adjusting ITC. The
Finance Act, 2019 insarted
a provisio in section 5001)
which clarified that the
interest is to be paid only
on the portion of the tax
which is paid by debiting
cash ledger subject to the
following conditions:

a)  Supplies made during a
tax period and declared
ir the return for the
said period

b} Such return is not
furnished after
commencenent of
any proceedings under
section 73 or section 74

The above amendment

was only prospective.

Mow the current Finanoe
Bill proposes to make it
retrospect from 01/07/2017.
This is a welcome measure
and large number of
members of trade and
industry shall stand
benefitted.

A5 Recovery of self assessed

tax — Section 75(12)

Subsection (12) of section
75 provides for recovery
uis 79, of self-assessed tax
as per return filed under
section 39, if its remain
unpaid or any amount of
interest payable on such
unpaid tax.

An explanation is proposed
to be inserted in section
75(12) to define sell
assessment tax that it shall
inelude tax payable on
outward supply declared
under in GS5TR 1 but not

WAL T Org
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included in the return Gled
under section 39,

AL6 Extension of the power

of the Commissioner to
attach properties - Section
/3

Section 83 gives power

to the Commissioner,
during the pendency of
certain proceedings, to
provisionally attach any
property including bank
account belonging to

the taxable person, The
amendment proposes

to extend this power to
the properties belonging
ta person specified in
subsection (1A) of section
122. Such specified persons
are: any persen who retains
the benefit of a transaction
covered under clauses (1) ,
{ii), (vii) or clauses (ix) of
sub- Section (1) of section
122 and at whose instance
such transactions is
conducted.

A.7 Release of goods and

conveyance detained or
seized - Section 129

Section 129 provides for
levy of tax and penalty for
release of detained/seized
goods and conveyances in
transit, while I‘i‘my are in
transit in contraventions
of the provision of the
CGST act and rules. The
existing provision provides
for levy of tax and penalty
for refease of such goods
and conveyvance , whereas
the amended provision
contemplates only levy of
penalty . Both the existing
provision and proposed

amendment contemplate
two siteations and the
relevant provisions are
explained below:
Siteeaition 1: Where the
owner af goods comes
Sfarward for payment of
stich tax and penalty:

The pomds and conveyance
shall be released on the
pavment of the applicable
tax and penalty equal to
T00% of the tax payable.
However if the good
transported are exempled
gowds, the goods and
convevance shall be released
an payment of an amount
eqical bo 2% of the value
af the goods or Rs 25,000
whichever is less.

The proposed amendment
provides for refease of goods
and conveyance on payment
af penalty only wivick shall
b egual to 200% of the tax
payabie on such goods. In
the case of exempted goods
there (s no change.

Siteeation 2: Where

the ownrer of the goods
doesn't come forward for
the paynrent of tax and
pestalty:

As prer the existing provision
the goods and corveyance
shall be released on
payment of applicable tax
and penalty equal to 50%
af the valie of the goods
reduced by the tax amount
paid theve on. I the case of
exenipted goods, the poods
and comveyance shall be
released on payiient of an
amount equial to 5% of the

- "
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value af the goods or 25,000
whichever is less.

The proposed amendment
provides that (e goods

and conveyance shall be
released on payment of anly
pendlty equal to 50% of the
varlne af the goods or 200%
of the tax payable on such
goods whichever is higher. In
respect of exenpted goods
there will be mo change,

Sub section (3) of section
1249 lays down the
procedure for issue of
notices and passing of an
order for payment of tax
and penalty, But the existing
provision does not have a
time limit. The proposed
amendment sets out a time
limit for issue of notice and
passing an order. Notice
shall be issued within seven
days of such detention or
seizer. The notice shall
specify the penalty pavable
and the order shall be
passed within a period of
7 days from the date of
service of notice,

The existing sub section ()
of section 129 provides that
where there is a failure to
pay the amount of tax and
penalty within 14 days of
detention or seizer, further
proceeding shall be initiated
in accordance with the
provision of section 130,
The proposed amendment
delinks this prevision with
section 130 and provides as
follows:

The time limit for payment
of tax has been inereased
to fifteen days from the

date of receipt of the copy
of the order. Where the
detained or seized goods
are perishable or hazardous
in nature or are likely to
depreciate in value with
passage of time, the said
period of fifteen days may
be reduced by the proper
officer. In the case of default
of payment within the
specified time lmit the
goods ar convevance so
detained or seized shall be
liable to be sold or disposed
of to recover the penalty
However the conveyance
can be released on payment
by the transparter the
amount of penalty or one
lakh rupees, whichever is
less.

A8 Appeal - Section 107

A proviso is proposed to be
inserted in sub-section (G)
of section 107 of the Central
Goods and Services Tax
Act to provide that that no
appeal shall be filed against
an order under sub-section
(3) of section 129, (order
levying penalty for release
of detained/seized goods
and convevance) unless a
surn equal to bwenty-five
per cent. of the penalty has
been paid by the appellant.

A.9 Levy of fine and penalty
for confiscation of goods
and conveyance = Section
130

Asg per the 2™ proviso of
sub-zection (2) of section
130, the fine and penalty
leviable under section 130
was linked to sub section
(1) of section 129, The
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proposed amendment
delinks the above provisen
from sub-section (1)

of section 1249 and
independently provide that
the fine and penalty leviable
shall not be less than 100%
of the tax payable on such
goods,

B. Changes in Integrated
Goods and Services Tax
Act

Uineler the existing provision
16(1} (B) supply of goods or
services or both te a special
econemic zone developer ora
special economic zone unil is
considered as zero rated supply.
This section is proposed to be
amended to make supplies for
authorised operations only, as
Zero rated supply,

Existing provision 16(3) is
being completely overhauled.
As per the existing provisions a
registered person making zero
rated supply has got two options
to claim refund .

Option 1: Make supply of good
or services or both without
payment of 1G5T under bond
ot LOU and claim refund of
unutilised ITC,

Option 2 : make supply of goods
or services or both on payment
of 1GST after adjustment of ITC
and elaim refund of IGST paid

Under the proposed
amendment the Option 1

is retained with an added
condition that the registered
person making zero rated
supply of goods shall, in case of
non-realisation of sale proceeds,
be liable to deposit the refund
so received along with the

e ical ang
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The concession given

to telecommunication
network, mining and
generation and distribution
of electricity or any other
farm of power is proposed
to be withdrawn,

applicable interest within thirty
days after the expiry of the
time limit prescribed under the
Foreign Exchange Management
Act, 1999 for receipt of foreign
exchange remittances.

Option 2 is withdrawn.

Instead subsection (4) has

been added which empower

the Government, on the

recommendations of the

Couneil, to specify by

notification

(i) aclass of persons who may
make zero rated supply on
payment of integrated tax
and claim refund of the tax
s paid;

(i) a class of goods or services
which may be exported on
payment of integrated tax
and the supplier of such
goods or services may claim
the refumd of tax so paid.

C. Changes in Central

Sales Tax Act

Ag per the existing section 8(3)

(b) of the C.S.T. Act a dealer

can make interstate purchase

Bfgpnds at concessional rate if

the said goods are specified in

his registration certificate and is
used for the following purposes:

a) Intended for resale

b) Manufacturing g or
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processing of goods for sale

¢l In the telecommunication
network

d} In mining

e} In generation or
distribution of electricity or
any other form of power

The concession given to
telecommunication network,
mining and generation and
distribution of electricity or any
other form of power is proposed
tor be withdrawn.

In the present scenario, after
the implementation of GST,
only specified petralewm
praducts are chargeable under
C5T, Before the proposed
amendment these specified
petroteum products could be
purchased at concessional rate
even if it is used for purposes
mentioned ¢, d) and e) above.
Hence after the amendment
one cannot purchase the
specified petroleum products
at concessional rate for use for
purposes mentioned in ¢}, d)
and &) above,

0. Changes in Customs
Law

.1 Prescription of Expiry
date for conditional
exemptions

Section 25 of the customs
Act, 1962 gives powers to
the Central Government
to exempt generally either
absolutely or subject to
such conditions from the
whale or any part of duty
of Customs. The bill secks
to insert sub section(4A) in
section 25 to provide that
any conditional exemption
granted, unless otherwise

specified, shall be valid only
up to 31" day of March
falling immediately after 2
vears from the date of such
exemnption. The bill also
seeks to provide that in
respect of such conditional
exemptions, which are in
force as on the date on
which the Finance Bill 2021
receives the assent of the
President, the prescribed
period of twe years shall be
reckoned from the fiest day
of February, 2021, [t may be
noted that this time limit
for exemption is prescribed
only in respect of
conditional exemptions and
not in respect of general or
absalute exemptions.

D.2 Time limit for issue of

notice where andit, search,
SEIZUre OF SUMMons are
initiated

Section 28 of the Customs
Act provides time limit for
issue of notice for recovery
of duties not levied etc.,
within a period of 2/5
years as the case may be
from the relevant date. The
law provides for different
relevant dates under
different circumstances in
explanation (1). However,
it doesn't provide for the
relevant date for caleulating
the time limit for issue

of notice under section

28 of the Customs Act in
circumstances where audit,
search, seizure or summons
have been initiated. Mow
the bill provides that the
time limit of two years

shall be caleulated from

the date of initiation of

- " -
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audit, search, seizure or
summaons as the case

may be, The amendment
also gives power to the
Principal commissioner/
commissioner of Customs
to extend the said period for
a further period of one year,

2.3 Time limit for presenting

the Bill of Entry:

Presently the Law allows
presenting the bill of entry
before the end of the next
day following the day
(excluding holidays) on
which the aireralt or vessel
or vehicle carrying the
goods arrives at a customs
station. Mow the bill seeks
to provide for presenting
the bill of entry before the
end of the day preceding the
day on which the airceaft or
vessel or vehicle carrying
the goods arrives at a
customs station. Further
the Board is being given the
power to prescribe different
time limits for presentation
of the bill of entry. However
the power to prescribe the
time limit cannot go beyond
the end of the arrival of
such vessel, aircraft etc.,

D.4 Confiscation of goods

Section 113 of the
Customs Act provides
for confiscation of goods,
attemnpted to be improperly
exported. It specifies the
various circumstances
under which export of
goods can be confiscated.
The Bill adds one more
situation by inserting
stth-elause (ja) in section
113, As per this clause

anax8a.pressmart.com/TheCharteredAccountant/print.html

B Union Budget 2021-22

any goods entered for
exportation under wrong
claim of remission or refund
of any duty or tax or levy

in contravention of the
provisions of Customs Act
or any other law for the
time being in force can
also be confiscated.

.5 Penal provisions

A new section 114AC is
proposed to be inserted in
Customs Act to provide for
penalty, where any person
has obtained any invoice
by frand, collusion ete., in
order to utilise input tax
credit for discharging any
duty or tax on goods that
are entered for exportation
under claim of refund of
such duty or tax. Such
person shall be liable for
penalty not exceeding five
times the refund claimed,

D.6 Amendment of the

Documents submitted

Section 149 of the Customs
Act provides that proper
afficer may, autharise any
documents to be amended
after it has been presented
to the customs house, The
proposed amendment
provides for authorisation/
amendments can be done
electron i.r_‘aﬂ}' also. Further
it also provides that such
amendments, as may be
specified by the board, can
be done by the importer or
exporter on the common
portal,

.7 Countervailing and

Antidumping Duty:
Countervailing Duty is
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Bill seeks ta provide for
presenting the bill of
entry before the end of
the day preceding the day
on which the aircraft or
vessel or vehicle camying
the goods armves at a
customs station. Further
the Board 1s being given
the power to prescnbe
different time imits for
presentation of the bill of
entry.

levied under Section 9 of
the Customs Tanfl Act to
protect the interest of the
domestic manufacturers.
The fnlluwing amendments

are made with regard to levy

of countervailing duly,

a) Insection 9, sub
section (18] is
inserted to provide
for modification of
Countervailing Duty,

il where such duty is
found to be ineffective
as indicated by a
decrease in the
export price of an
article without any
commensurate change
in the resale price in
India of such article
imported,

ii) under such other
circumstances as may
be provided by rules’

b)) Insection 9 after
subsection (2)
subsection { 2A) is

e ical ang
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inserted to provide that
Levy of countervailing
duty 15 not applicable
to the article imported
by a hundred per

cent. export-oriented
undertaking or a unit
in a special economic
one, unless, —

(i} itis specifically made
applicable in such
notification or to such
undertaking or unit; or

(i} such article is either
cleared as such into
the domestic tariff
aréa or used in the
manufacture of any
goods that are clearcd
intes the domestic tarvifl
area. The countervailing
duty shall be imposed
on that pottion of the
article so cleared or
used, as was applicable
when it was imported
into India.

¢l Insection 9A sub-
section (1B is inserted
and subsection 2A is
substituted with new
section to provide
for modification of
anti-dumping duty in
similar circumstances
and similar ways as
provided in proposed
section H1E) and 92)
(2A) above in respect of
countervailing duty,

E. Agriculture
Infrastructure and
Development Cess:

The above cess is proposed to
ke levied under two sections,
clause 115and clause 116 of
Finance Bill 2021, The purpose
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of the levy is to hnance the
agriculture Infrastructure and
other development expenditure,

The details of the levy are as
fallows:

E.1 Cess levied under clause
115 of the Finance Bill,
2021;

This is a duty of Customs.

It is levied on import of
goods specified in the First
Schedule to the Customs
tariff Act, 1975 except on the
goods exempted as per the
Motification Mo, 11/2021 of
Customs, The rate of cess
nat toexceed the rate of
customs duty as specihied in
the First Schedule,

E.2 Cess levied under clause
116 of the Finance Bill,
2021

This 15 an additional Excise

being reduced in order to
reduce the burden on the
end consumer.

Conclusion

The above amendments aim to
set right various controversies
like taxability of transactions
berween clubs/ association

and its members, charging of
interest on net cash payment.
ete., The levy of agriculture,
infrastructure and development
oess and corresponding
adjustment in basic customs
and diities will ensure
availability of maore funds to
the agriculture sector without
increasing the cost of imports.
However, the deletion of

audit provision, which was of
immense help tothe taxpavers
in ensuring their proper and
timely compliance with various
provisions of the GST Acts, isa
retrograde step. mEm

Duty. This is =
levied on the FORM IV (SEE RULE 8)
manufactire or || & Pace of Publicatson e Dclhi
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Reporting on Internal Financial Controls
(over Financial Reporting) in Public Sector

Banks

RBI has asked the
Statutory Central
Auditors (SCAs)

of public sector
banks (PSBs) to
mandatorily report
on the adequacy
and operating
effectiveness of
internal financial
controls with
reference to financial
statements with effect
from the year ended
March 31, 2021.

The requirement

is similar to the
auditor’s reporting
on internal financial
controls over
Sinancial reporting
prescribed under
section 143(3)i) of
the Companies Act,
2013. The ICAI has
issued a Guidance
Note on Audit of
Internal Financial
Controls over
Financial Reporting
in September 2015
which is industry

R THE CHARTERED ACCOLUINTANT

agnostic and can
apply to such
reporting under
any legislation
and therefore will
apply even for stch
reporting in PSBs.
Read on...

The ICAL is in the process of
bringing out a “Technical Guide
on Audit of Internal Financial
Controls in Case of Public
Sector Banks” The Technical
Guide will provide additional
Blli.diiltl’.‘l;.' in relation to certain
specific matters that may arise

MARCH 2021
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in an audit of internal financial
controls with reference to
financial statements of PSBs.
The Technical Guide should be
used in conjunction with the
aforesard Guidance Note,

Reporting on internal financial
controls (IFC) for the year
ended March 31, 2021 may pose
challenges to the SCAs based
on the state of readiness of IFC
preparation by the P5Bs.

The RBI vide its letter no, DOS,
ARG No.o270 /08,91.001,/2019-
20 dated 17 March 2020 has
directed the Public Sector
Banks (*PSE") to advise their
Statutory Central Auditor’s

WAL HC, TNy
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(“SCAs") to report in their
independent auditor's report,
inter alia, whether the Bank
has adequate internal financial
cantrols system in place and
the operating cffectiveness of
such controls. Subsequently, on
May 19, 2020, the RBI clarified
that the reporting on internal
financial controls system is
with reference to financial
statements, Auditor's reporting
on internal financial controls in
a I'SB will be mandatory from
the year ending March 31, 2021.

Reporting on internal controls
is not new te the auditors,

This was introduced in the
Manufacturing and Other
Companies (Auditor's Report)
Order, 1988 (MAGCARD
1988), wherein the audivors
were required to report on the
adeguacy of internal control

on certain aspects of purchases
and sales in specified class of
corpanies. The requirement
was continued in CARD 2003,
The Companies Act, 2003
introduced section 143(3)(i}
which requires the auditors

of companies (other than
exempted class of companies)
to report in their indépendent
auditor's report, whether the
company has adequate internal
financial controls with reference
to financial statements and

the operating effectiveness

of such controls. The 1CAI
issued a Guidance Note on
Audit of Internal Financial
Controls over Financial
Feporting ("the Guidance
Mote”) in September 2005 to
assist auditors in meeting thei
teporting obligattons under the
Companies Act, 2013,
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The Guidance Note is industry
agnostic and can be applied to
an audit of internal inancial
controls over financial reporting
irrespective of the industry or
the legislation under which
such reporting is requirved as

the Guidance Mote clearly favs
down the principles of an audit
of internal financial controls,

Ina PSB, the SCAs and the
Statutory Branch Auditors
{*5BAs") have been traditionaliy
testing and relying on internal
controls at the PSE when
performing their awdits,

Such testing and reliance is
essential as it is impracticable
for SCAs and SBAs Lo test

the sccount balances only
through substantive procedures,
considering the volume of
transactions m PSBs. As such
the requirement specified by
the RBI for the SCAs to report
on internal financial controls
formalizes what the SCAs were
traditionally doing in respect

of testing the account balances
with an expansion in the scope
of testing internal controls from
just account balances to include
to cover the overall control
environment at the PSB such

as entity level controls and the
financial elosing and reporting
PrOCEss.

The SCAs have been asked 1o
report on the internal financial
controls with reference 1o
financial statements of the
PESB. As such, the reporting

is for the PSE as a whole and
therefore would cover even
the branches that are audited
by other auditors appointed
as the S5BAs, whose report is
relied upon by the 5CAs when

‘Bank Audit B

The ICAl issued a
Guidance Mote on Audit of
Internal Financial Controls
over Financial Reporting
(“the Guidance Note") in
September 2015 to assist
auditors in meeting their
reporting obligations under
the Companies Act, 2013.

forming their audit opinion on
the financial statements of the
PSE. Accordingly, it becomes
important for the SCAs to
identify the transactions at the
branches that are required to
be tested for internal controls.
To identify the transactions to
b tested the SCA will need

to- consider the prevalence of
commuon controls as described
below.

When auditing internal
hinancial controls aver financial
reporting in a PSE, SCAs will
need b consider the ﬁ:rllav.'ing
important features of PRE:

a.  Prevalence of common
controls and scoping of
branches

b Presence of entity level
controls to operate the
common controls

¢, Prevalence of centralized
controls

d,  Extensive use of
information technology

e, The importance af
information used in
operating the contral
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In a PSB, typically many
controls are designed
centrally, and the same
control is operated across
the branches of a PSB.
The SCA should identify
those controls in a PSB
that are common controls
to determine the extent of
testing such controls.

e —
. Theimportance of
regulatory compliance

in the financial reporting
process

Let us understand each of the
above,

a. Common controfs and
scoping of branches

As the name suggests, &
common control is a control
that is designed centrally
but operated [ implemented
on the same basis across
various locations of the
entity. b a PSB, typically
many controls are designed
centrally, and the same
controf is operated across
the branches of a P5E,

The SCA should identify
those controls in a PSE

that are commaon controls
to determine the extent of
testing such controls,

In a PSE it is most likely that
all controls are designed
centrally and therefore the
design (adequacy) of the
controls is tested centrally
by the SCAs. The SBEAs will

anax8a.pressmart.com/TheCharteredAccountant/print.html

ke required to test anly
the operating effectiveness
of the controls relying on
the testing of design of the
control by the SCAs,

If the population covered
by such common contral is
considerad homogenous,
then the whale population
covered by such control

is viewed as a single
population, irrespective

of the branch where

& transaction in such
population has occurred,
The number of samples
should be selected ata
minimum based on the
sample sizes stated in the
Guidance Note. In such
situations, it is likely that
not all branches may

be selected for testing a
control as the sample size
required to be tested will
be lesser than the number
of branches. Such scoping
would not impact the
coverage and consequently
the opinion on internal
financial controls since the
SCAs have assed the control
to be a common control.

If it is not possible to
determine whether the
population is homogenous
due to variants in the
nature of transactions at the
branches, the SCA should
determine the branches

tor be covered for testing
internal controls based on
the guidance given in the
Guidance Note and inform
the SBAs of the branches
so determined for COVErage
about the need for testing
controls, It i'n:a],r be noted
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that under this alternative
anly the branch is selected
by the SCA and the SBA
determines the sample size
as per the Guidance MNote
and selects the sample, In
this alternative, the overall
sample size tested for
contrals will be significantly
higher than the sample size
stated in the Guidance Note
but such higher sample size
will be distributed across
components or locations
and will be tested by
different SBAs,

The 5CAs may select the
branches for testing internal
financial controls hased on
various factors such as:

v Branches classified as
high risk in current
year.

+  Branches assigned
need improvement/
unsatisfactory rating in
CUrrent year.

+  High volume of account
balances

+ Branches where
association of branch
head is more than a
certain period of time.

«  Mew branches opened
during the year {with
significant account
balances).

+  Branches which have
material decentralized
operations.

Entity level controls to
operate the common
controls

It is common in PSEs to
have promotions, transfers,

e ical ang
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including role changes

for key employees, SCAs
should understand and
test the controls that are
designed, implemented
and operated by the PSB to
familiarise such emplovees
reparding the way in which
the controls should be
operated by such emplovees
in their new roles such that
the eontrols operate on the
same basks as intended.

¢, Centralized controls

Centralized controls are
controls that are designed
and operated centrally
ircespective of the branch
to which the transaction
belongs. In a centralized
control, the population
covered by each such
control is viewed as a single
population and samples are
selected across such single
population. However, when
cantrols in a centralized

1

The auditor should inquire
and obtain a register of all
IT applications including
the related infrastructure
used in the bank, both at
central/ corporate level
and at a branch level. The
auditor shall perform an
assessment to identify the
relevance of each such [T
system for the purposes of
internal financial controls
over financial reporting.

[ ———

WAL T Org

anax8a.pressmart.com/TheCharteredAccountant/print.html

environment are designed
to operate differently

for certain branches or
nature of transactions, the
auditor tests the controls
for each branch or type of
transaction as a separate
population to address the
difference in design of the
control for such branch or
type of transaction.

Information technology

Today, Banks use
sophisticated accounting
and core banking

software for processing
transactions and the Bank's
IT environment is ever
evolving. Information
generated by [T systems
are also used for decision
making. Considering

the significance of IT
environment in the overall
accounting and Anancial
reporting process in a PSB,
it will be an understatement
to state that SCAs should
test the design and
operation of controls over
the IT environment.

IT contrals that maintain
the integrity of information
and security of data
commaonly include controls
over the following:

+  Data center and
network operations.

«  System change.
+  Access security.

From an auditor's
standpoint, it is important
ter identify applications and
related IT elements that
are relevant to financial
reporting and then

‘Bank Audit

evaluate the IT controls for
such applications before
placing reliance on the
automated controls or
system generated reports,
The auditor should perform
an understanding of the
relevant flow of transaction
ar processes that identifies
the relevant IT environment
related to those flows or
processes. This also helps
in understanding the effect
of IT and the information
technology risks on the
processes,

The auditor should inguire
and abtain a register of all
IT applications including
the related infrastructure
used in the bank, both at
central/ corporate level
and at a branch level. The
auclitor shall perform an
assessment to identify the
retevance of each such 1T
system for the purposes of
internal financial controls
over financial reporting.
The auditor shall also
understand, whether

the maintenance of any
apphication or infrastructure
1% outsourced to a third
party.

Secoping is a continuous
exercise and the auditor
needs to factor any
significant changes to the
application landscape
during the audit period
until completion of the
audit.

Evaluation of 1T controls
will also involve cyber
security to the extent such
cyber applications impact
financial reporting
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¢. Information used in the
control

Many of the internal
controls in a PSE will
operate based on the

anax8a.pressmart.com/TheCharteredAccountant/print.html

ey understand the PSBs
-‘lr.‘a‘-i:gn of controls to ensure
regulatory compliances,
This involves understanding
and testing the PSBs

Some of the controls
aperate throughout the

process for (a) identifying
all relevant regulatory
requirements applicable

information analyzed by the
P5B% IT svstem or based on
data extracted from such IT

year, some only at period
ends (like quarterly

system. Teo test the design
of a control that operates
based on such information,

the auditer should (a) assess

the source data to ensure
the completeness of the
source from which such
information is obtained (b)

the logic used in generating

the report of such
information to ensure the
completeness and accuracy
of such information report
and (¢} the parameters
used in generating such
information report to
ensure the completeness of
such information,

f. Ensuring regulatory
compliance in the
financial reporting
Process

PSBs financial reporting
process s directly impacted
by the directions and
guidance given by the RBL
It is essential for the SCA

during the financial year,
(b} the management
uniderstanding and
disserninating information
about such regulatory
requirements, (c) laving
down action plans by the
management to meet the
regulatory requirements, (d)
monitoring and validating
the actual compliance
with the regulatory
requirements.

Another important aspect is the
timing of auditor performing
the test of controls. The
teporting on nternal financial
controls is for the year with an
ermnphasis on contrals at the vear
end operating for a reasonable
period of time before the year
end to determine operating
effectiveness of such controls

as at the balance sheet date.
Some of the controls operate
throughout the year, some only
at period ends (like quarterly

L] THE CHARTERED ACCOLUINTANT
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interest calculation)
and some after the year
end (like controls in the
financial closing and
reporting process since
the activity of financial
closing itself happens
only after the year /
period end}.

interest calculation) and some
after the year end (like controls
in the financial closing and
reporting process since the
activity of financial closing itself
happens only after the year /
period end). Considering the
above, the auditor will need to
appropriately plan the timing
of testing controls. It may be
impaortant for the auditor to
test IT controls and automated
controls before the year end
since those controls may be
subject to change after the
vear-end and may not leave any
trail of the operation during the
vear. Manual controls may be
tested after the vear end since
the evidence of exercise of the
contral will e available even
after the year end.

Meedless to state. the auditor'’s
work on testing internal
financial controls should comply
with the requirements of the
standards on anditing. mem

WAL HC, TNy
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Standards on Auditing for Bank Audit

A question sometimes
raised by some
people is that what
are the auditing
standards that are
applicable in case of
andit of banks. 1 feel
the question is not
appropriate as all the
auditing standards
are important and
are applicable

to the audit of
banks. Standards

on Auditing (SAs)
provide guidance

to the members

in perfornting
quality andits.

If professionals
adhere to the SAs,
the audit can be
conducted effectively
and efficiently and
aclieve its objectives.
Recently, quite a
few times, audit
profession has been
put under a lense
and accordingly, we
should follow S4s. We
should understand
them, learn them
and implement them
in right spirit. Read
oM.

WAL T Org
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introduction

The Standards on Auditing
(5As) are formulated in
the context of an audit of
financial statements by

an independent auditor
They are to be adapted

[0 as necessary Lo the
circumstances when applied
to audit of other historical
financial information.
These SAs give guidance
to thie auditor in conduct
of the audit which is
consistent in the quality.
Further, SAs demonstrate
the responsibility which is
casted on the independent
auditors.

2,

Statutory audit of the banks

is an important aspect
fromm the point of view of
the banks as well as from
the view of the auditors, In
case of the bank audit, it
becomes a typical exercise
because of its strigent
timeline, vast scope,
repetitive transactions yet
variety in transactions. The
auditor should not only use
one’s professional expertise
but also the professional
shepticism while carrying
out the audit of the bank.

Process Of Bank Audit

In case of the public sector
banks the statutory awdit is
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carried out in two stages. As
all of us are aware the bank
operates through branches
and there are various
controlling offices including
thi head office. Hence the
branches are audited by the
statutory branch auditors
(SBA). The 5BAs carry out
the branch audit and report
to the contralling office

as well as the statutory
central auditars (SCAN

The observations made by
the 5BAs are considered.
[Where the change/
cortections to be made are
made at the controlling
offices which are verified by
the SCAs|, In addition to
this the SCAs carry out the
audit of various functions
at the Head Office level viz,
treasury, secretarial, Risk
management department,
Recovery and restructure,
accounts, ete, On the

basis of the reports of

the branch avditors and

the obzervations in the
audit of various functional
departments at the head
office, SCAs audit the
financial statements and
issue the audit report on
those financial statements,
The financial statements of
the bank include various
details and disclosures apart
from the profit and loss
account and Balance Sheet.
Thus, audit of bank isa
muultilaver activity wherein
many bank functionaries
and number of audit
professionals are involved,
In order to have consistency
in approach the guidance
from SAs play an important
rale,
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Sometimes people ask

as to what the applicable
auditing standards in bank
audit are. [ feel this may not
e a corvect question, In
fact, all auditing standards
are applicable to the audit
of banks and the auditor
should follow all the
auditing standards.

. Standards on Auditing

The Auditing and Assurance
Standard Board (AASBE)
has issued number of
auditing standards. They
are classified into various
broad areas. Even the
numbering of the standards
is given on the hasis of this
classihcation. This is as
follows:

SA5 100-1949 -]lltru-‘ju:."tﬂr}'
Matters

SAs5 200-299 - General
Principles and
Respnns'lbililii:ﬁ

S5As 300-499 — Risk
Assessment and Response
to Assessed Risk

5A5 500-599 - Audit
Evidence

SAs 600-699 — Using Work
of Other

SAs T00-799 — Audit
Conclusions and Reporting

When we consider the
applicabifity of SAs for the
bank audit we find that all
the 5As will be applicable.
However, it would be very
difficult to explain each
and every standard in this
article. Hence the endeavour
is to discuss the auditing
standards on the basis of
various functions invelved
in the bank audit which

could be broadly as follows:

MARCH 2021
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1. Initial Engagement {SAs
200, 2100

2. Risk assessment and
audit planning (SAs
300,315,320, 3530, 450,
530}

3. Conduct af the audit.
{S5As 220, 240, 250,
00,501, 500%, 510, 520,
5440, 550, 560, 570, 580

4. Audit decumentation
{SAs 230}

5. Using the work of other
{SAs- 2099, 600, 610,
620)

6. Andit conclusions and
reporting (700, 701, 705,
706, 710, 720)

Initial Engagement

The auditor should study the
appointment letter, When
the terms and conditions
are acceptable then the
acceptance letter should

be sent to the appointing
authority after obtaining
MWOC from the previous
auditor of the Branch/Bank.
The auditor should draft an
engagement letter and send
it to the person in charge/
appointing authority for its
signature and keep a copy
of letter duly signed by the
auditor and auditee on the
record. The broad contents
of the engagement letter
are given in the standard.
Similarly, the Guidance
MNote on Audit of Banks
gives the standard format
for the engagement letter for
the hank.

3.2 Risk Assessment and

Audit Planning

The anditor should prepare
a plan for audit. While
planning the auditor

e ical ang
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should form an avdit team
considering the qualification
and experience of a person,
avaitability of the person,
size of the audit team,
physical infrastructure
available at the audit place,
time schedule ete, Wherever
required the training
sessions to the andit teams
should be conducted before
gaing to the andit place.

The auditor should
understand the over all
business of a particular
branch, composition of the
business, major customers
of the bank, etc, which will
help to assess the risk. E. g
where the branch is situated
at the industrial area, the
customers will be from the
manufacturing sectors as
against the lecation of the
bank at the marketplace
will make the branch to
entertain the costomers
from the trading business,
This will have impact on
the compasition of the loan
portfolio viz. term loans,
cash credit, bill discounting,
export finance, ete,

Even the economic
recession in a particular
industry will impact a
branch business which

is having majority of

the customers from the
same industry. Therefore,
understanding the
environment and the entity
to be audited is must before
we start the awdit.

Having understond the
environment and the
audit entity, the anditor
should assess the risk in
the audit. On the basis

WAL T Org
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of the perception of the

risk the auditor should

plan the audit. The audit
program could be designed
accordingly and even the
audit sampling could also be
done considering the initial
risk asseszment.

Audit Sampling

As T mentioned initially, the
transactions in the bank
are multiple and repetitive,
Hence audit sampling is a
must. The sample selected
should cover maximum
business at the branch and
shall cover all variety of
transactions, period {in case
of certain seasonal aspects),
nature of products, etc,

Materiality

Considering the risk and
overall volume at the
entity fevel the auditor
should fix the materiality
of misstatement in the
financial statements.

As standard suggests,

in case of deviation in
accounting principles

the auditor should report
the matter irrespective of
the materiality fixed. In
other case the reporting of
material misstatement will
have to be domne.

Conduct of the Audit

Having done the planning
properly the auditor

should concentrate on the
conduct of the audit. While
conducting the audit the
auditor should ensure the
quality in the audit { 5A
220) In order to achieve

the quality in audit the
auditor should select proper
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audit team considering the
knuwludgt, experience,
availability and the time
schedule. The audit team
should be headed by the
engagement partner who
will be guiding the audit
team during the audit,
reviewing the work its
progress and resolve the
unsolved issues or the issues
of difference of opinion.
The audit should have a
competent Engagement
Quality Reviewer (EQR)
who will review the work
of Engagement Partner. In
case of any suggestions EQR
will guide the engagement
team including the pariner
Thus, the quality in the

assignment is maintained,

Initial Audit Engagement
- Opening Balances

In case of Bank audit the
auditor need not verify

the opening balances of
each and every account.
However, the auditor should
see whether the entries for
last year’s Memorandum of
Changes (MoC) are passed
propetly during the current
vear, Lisnally, the MoCs are
passed at the Head Office
level while finalising the
financial statements and
they are intimated to the
branches subsequently. The
auditor of the subsequent
audit period should see
whether the entries are
passed correct. Semetimes
there are chances that the
entries may get passed twice
at the branch level. The
auditer should ensure that
such mistakes are not there
at the branch level.

ks
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Audit Evidence

The auditor should collect
the objective audit evidence
bo satisfy about the
transactions recorded at

the branch level. The audit
evidence may be internal like
baoks, registers, records,
vouchers, ete. or the external
evidence like third party
confirmations, certificates,
valuation reports, specific
reports, ete, Sometimes

the bank makes accounting
estimate like provisions,
value of security, useful life
of fixed assets, contingent
liabilities in case of legal
disputes, etc. In such cases
the auditor should review
the basis of the astimate
and if required make proper
disclosure thereof.

(ther Aspects

One of the fundamental
accounting assumptions

is going Concern. The
auditar should see whether
there is any threat to the
Going concern principle

of the bank. Similariy,

the transactions with the
related parties need to be
scrutinised and disclosed,
The auditor should obtain
the list of related parties and
the transactions with them,
Though the time from the
year end till the signing of
audit report is very short,
the auditor should see the
subsequent events and take
approprate action on it.

In miost of the cases the
related parties and going
concern disclosure may not
be relevant in case of bank
branch audit, However,

for SCAS it will be quite
relevant,

3.4

3.5
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The auditor should obtain
written representation from
the management about the
assertions made by them
during the course of audit.

Audit Documentation

The auditor should maintain
praper audit documentation
in its working paper file, The
working paper file should
include the audit plan,

audit program, the terms of
engagement, execution of
audit work, audit evidence,
accounting estimates

miade, management
representations, audit
findings and audit
conclusions, reporting, ete,
The audit documentation

is helpful in subsequent
reviews, investigations,

ot any other referénee in
relation to the audit carried
out, The retention of awdit
working papers is seven
vears as per SQC-1. The
working papers can be
maintained electronically on
computer system.

Using the Work of Other

During the course of

audit, the auditor has to
depend on the work of
ather prefessionals. In

case of branch audit, the
branch auditor depends

on the reports given by the
concurrent auditors of the
Branch. The auditor shall

go through the reports

and note the concerns
menttoned therein. The
auditor should plan its audit
procedure in such a manner
that the concerns noted

are examined and the awdit
conclusions are confirmed.,
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As mentioned carlier the
bank audit is carried at two
layers branch audit and
central office audit, Thus,
the CSAs should depend on
the work done by the branch
auditors. While depending
on the work of the branch
auditors, the C5A should
give the directions to the
branch anditors, take a
confirmation about the
audit procedure used,

use audit conclusions

of the branch auditors

while forming its opinicn.
However, while using the
work of other auditors the
auditor should review the
reports and ensure that the
audit conclusions are drawn
properly. The auditor should
also consider the materiality
while forming its audit
apinion,

Using the work of an
Expert

While having accounting
estimates the management
may take report from

the expert in different
subjects. eg. In case of the
employee benefit liability
the management shall
appaint the actuary for
actuarial calculation of the
liability. In such case the
auditor shall depend on the
actuarial report. However, it
is the duty of the auditor to
see whether the data given
to the actuary is correct.
Similarly, the auditor should
review the assumptions
made by the actuary such

as discount rate, sakary
escalation rate, composition
of the salary, retirement age
of the employee, ete,
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In case of valuation of the
security offered against

the loan, the bank will

take valuation report from
the empanelled valuer, In
such case the auditor shall
consider the same for the
security value while making
thie provision on the NPAs,
However, the anditor needs
to see the reservations,
exclusions, validity of the
title of the property, etc, and
form the audit opinion.

In short, the auditer should
apply professional skepticism
while accepting the work of
another expert,

Responsibility of Joint
auditors

Mormally for the banks there
are more than one auditor
as SCAs, Insuch case 54
299 gets triggered. In case
of the joint auditors the
responsibility of individual
firm needs to be spelled out
clearly. The auditors should
sign the work allocation
sheet on the basis of the
altocation of work agreed.
Every individual audit firm
is responsible for the area
audited by the respective
firm. In case an individual
audit firm feel that the
audit observation needs

o be discussed with the
other audit Airm for taking
collective view and conelude
on the audit opinicn, then
it can do so against the
principles envneiated in SA
299,

3.6 Awdit Conclusions and

Repoarting

The auditor should finalise
its audit finding, discuss
them with those charged

WAL T Org
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with the governance. After
discussion if he is satisfied
with the explanations,

then it may be concluded
that there are no material
misstatements. However,

if auditor foels that there is
material misstaternent, he
may deal in the awdit report
appropriately.

The audit report is the
statement of audit opinion
given by the auditor. 1t may
be a clean report which is
called as the unmodified
report, In case of any
material misstaternent

the auditor may suitably
give modified report,
which may be a qualified
report or adverse report

or a disclaimer of opinion.
There may be certain facts
ar matters which, in the
apinion of the auditor, are
muaterial to be known by
the reader of the financial
statements, however

they will not amount to
material misstatement. In
such case the auditor may
give Emphasis of Opinion
[EOM) without gualifying
the audit opinion. for using
appropriate audit opinion,
the auditor shouwld look at
the SAs and finalise the audit
report,

Key Audit Matters (KAM}

Key Audit Matters are those
matters that in the auditor's
professional judgement,
were of most significance

in the audit of the financial
statements of the current
period. Key audit matters ane
selected from the matters
communicated with those
charged with governance,

THE CHARTERED ACLOUNTANT | MARCH 2020

anax8a.pressmart.com/TheCharteredAccountant/print.html

‘Bank Audit

[nn case auditor notices
such matters, they should
b mentioned in the audit
report.

(ther Information

The auditor should verify the
corresponding figures related
to the previous period in the

financial statements (54 710)

SA 720 deals with the
auditor's responsibilities
relating to other information,
whether financial or non-
financial information (other
than financial statements
and the auditor's report
thereon) included in the
bank’s annual report. The
annual report may be

a single document or a
combination of documents
that serve the same purpose.
Thus, the auditor should
verify that the information
given in the annual report is
in line with the details given
in the financial statements.
In case of discrepancy, the
fact should be brought to the
notice of those charged with
gnvernaum.

Conclusion

Standards on Auditing give
a guidance to the members
which ultimately lead to
good quality in Audit. 1

an sure that the SAs will

definitely come to the help of

the auditors to maintain the
quality and consistency in
the andit. If we follow them
properly, the quality in andit
will definitely follow. Hence,
we should read them, study
them and implement them in
rhght spiril. mmm

L 5

93/146



3/5/2021

N Bank Audit

Income Recognition and Asset Classification

(IRAC) Norms

The Audit of Advances
can never be said

to have concluded
without verification
of classification,
income recogrition,
provisions w.r.t.
Advarnces. Read on...

The classification of assets of
banks has to be done on the
basis of objective criteria, which
would ensure a uniform and
consistent application of the
norms. The provisioning should
be made on the basis of the
classification of assets based on
the period for which the asset
has remained non-performing
and the availability of sccurity
and the realisable value thereof.
It is expected that the bank
should establish appropriate
internal system for proper and
timely identification of NPAs.
There is ne grace peried granted
for asset classification but a time
period of one month as given
by BB is to settle the doubts in
asset classification due to any
reasons. The BB issued circular
REL2020-21/37 DoS.COPPG./
SEC.03/1 1.00.005/2020-

21 dated September 14,

20020 on ‘Automation

of Income Recognition,

Asset Classification and
Provisioning processes in
banks' with reference to

carlier circular DBS.CO.PPD.
Ne 1950/11.01.005/2011-12
dated August 04, 2011 and have
advised the banks to put in
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place / upgrade their systems

to ensure completeness and
integrity of automated asset
classification, provisioning
caleulation and ineome
recognition process by June 30,
2021 in compliance with the
extant guidelines issued vide the
circular,

A Standard Asset can be defined
as an asset which does not carry
risk more than normal banking
risk, whereas a Non-Performing
Asset (NPA) is the one which
either carries risk more than
normal banking risk or ceases to
generate income for the bank.
The RBI has defined various
objective criteria as regards
classification of advances, which
are as follows:

Firstly, one has to acquaint
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onesell about the definition

of Overdue which states *If
anamount die to bank under
any credit faci|'tr.}' i5 not paid
on the due date fixed by the
bank, such amount would be
called as Overdue, Secondly,
the classification of advances
woukd be qua borrower unless
otherwise stated. Thus, all
facilities granted to a borrower
shall be treated as NPA and
not enly that facility which has
become irregular

1. Term Loan: If Interest and/
or installment remains
overdue for a pen'od
of more than 90 days.
However, as per Para 2.1.3
af the Master Circuldar, on
TRAC dated 01.07.2015.
an account is classified as
NPA only if interest due and

WAL I ang
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charged during any quarter
5 wot serviced fully within
90 elays from the end of the
quearter.

The exception to the above
eriteria would be Term
Loans with moratoritm
period granted for interest
as well as principal wherein
the interest would be
accrued and due only after
the completion of the
moratarium period.

2, Bills Purchased/
Discounted: [f such Bill
remains overdue for period
more than 20 days:

3. Agricultural Advances:
If Interest ov installment
remains overdue for two
crop seasons for short
duration crop, one crop
season for long duration
crop. A crop season is
defined as ‘period up to
harvesting of crops raised’
as determined by State
Level Bankers' Committes
(SLBC) and Long duration
erop means a Crop wherein
Crop season is more than
12 months, It is pertinent
to note that Banks have
discretion of rescheduling
the agricultural advances in
case of natural calamities,
which impair repaying
capacity (refer latest Master
Direction dated October
17, 2018 by RBI on Relief
Measures by banks in
arcas affected by Nataral
Calamities Directions 2018
- 5CEs).

4. Derivative Teansaction:
Orverdue receivables
representing positive
mark to market value
of a derivative contract
remaining unpaid for a
period of 30 days from

WAL T Org
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specified due date,

5 Liguidity facility: If it
remains outstanding for
more than 4 days in
respect of Securitization
transaction,

f.  Credit card dues: If the
minimum amount payable
is not paid fully within
9 days from the next
statement date,

7. Cash Credit /| Overdraft
Account: The acoount
is treated as NPA if the
same is ‘Out of Order’
The account is called as
aut of order if any one of
the following condition is
fulfilled:

a. Outstanding Balanee
remains continuously
in excess of sanctioned
limit [ drawing power

{whichever is lower) for

more than 90 days;

b, Mo credit continuousky
for 90 days as on the
date of Balance Sheet;

c.  Credits in the account
are not suflicient to
cover interest debited
during the same period.

The RBI has clarified as
regards certain exceptions |
clarifications to the above-
mentioned criteria as follows:
I. Non-submission / non-
availability of stock
statement: oulstanding

Balance in account based

on the drawing power

caleulated from stock

statements alder than 3

manths would be deemed

as irregular and if such

irregilar drawing is .

permitted for a period of
muore than $ days, account
needs to be classified as
NPA. However, it would be
pertinent to note that the

wh

‘Bank Audit B

refaxation so given by RBI is
‘considering the difficulties
of large borrowers; thus,
limiting its applicability
accardingly and is not a
relaxation given at large.
Non-renewal/ Non-
regularization of Regular
! Adhoc limit: [ the same
is mot done within 180
davs from the due date, the
account would be classified
as NPA.

Advances against term
deposits, NSCs, [VIs,
KVPs and Life Insurance
Policies need not be
treated as NPAs, till
security cover is sufficient
to cover outstanding
balance, provided Income
is recognized subject to
availability of margin.
Central Government
guaranteed advance to

be classified as NPA only if
Government repudiates the
guarantee when invoked.
However, income on such
accounts is required to

be recognized on cash
{realization) basis.

Letter of Credit Backed
Bill Discounted {LCRIY)
Facilities: The Bill
discounted against accepted
L would be treated as PA
{Performing Assets) even
though rest of the facilities
of the borrower are treated
as NPA (since the exposure
of the bank in such cases
would be on the LT ssuing
bank and not on the
borrower),

In case of consortium
banking arrangements,
each member banks shall
classify the accounts
according to their own
record of recovery,

THE CHARTERED ACCOUNTANT | MARCH 2021 a9

anax8a.pressmart.com/TheCharteredAccountant/print.html

95/146



3/5/2021

B Bank Audit

R

THE CHARTERED ACCOLINTANT

Potential threat of
Recovery (Straightway
Classification): Where
realisable value of security
is less than 50% of the
value assessed (by bank or
value accepted in last REI
Inspection), account to be
straightaway classified as
Doubtful Assel and where
realisable value (as assessed
by Bank / Valuator /| REI
Inspector) of security is less
than 10% of outstanding
balance, account to be
straightaway classified as
Loss Asset.

Fraud Accounts: [n case
of Fraud Accounts, 100%
provision is to be made
irrespective of security,
spread over 4 quarters
cammencing from the
quarter in which fraud has
Been detected wherein the
same is reported to BB and
in cases wherein the fraud
cases are not reported to
RBEL, 100% to be provided
instanthy.

Solitary or few credit
entries recorded before
Balance Sheet to
regularise the account: In
such cases, if the account
15 exhibiting signs of
inherent weakness, such
account is required to be
marked as NPA and in other
cases, the bank needs to
evidence the auditors about
manner of regularisation
of account or otherwise in
absence of such evidence
such aceounts should be
marked as MPA It would
be germane to note that
regularisation of the
account either at year-ene
or otherwise necds to be
out of genuine sources of
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funds, ideally by way of
income generating activities
undertaken by the borrower
and not by way of availing
additional ceedit facilities

to regularize existent credit
facitities.

10. Mandatory Valuation of
Securities: In case of NPAs,
wherein the cutstanding
balanee is more than Rs.

5 crores, it is mandatory

to conduct stock audit

by external agencies and

as regards immovable
properties taken as
securities, the valuation is
required to be carried out at
least once in three years by
approved valuer,

11. Regularisation of accounts
= Partial regularisation
and regularisation after
the balance sheet date: In
case if an account isa NPA,
irrespective of whether the
account is marked by the
bank as NPA or not, the
upgradation of the account
would be subject to the
condition that the entire
portion of overdues are
recovered {in case of Term
Loan Accounts} or the
waorking capital accounts are
regularised out of genuine
business credits, Further,
it would be pertinent to
note that regularisation of
the account subsequent
tor the Balance Sheet
date does not affect the

Particulars i Infrastructure
Revised DCCO is
within ariginal DCCO

Two years from

assets classification as the
upgradation of the account
would be effected only
prospectively on the date of
regularisation,

Project Loans

The change in repayment
schedule is permitted without
change in asset classification
if the same is caused due Lo
increase in project outlay on
account of increase in scope
and size of the project, subject
conditions stipulated in Para
4.2,15.5 (ii) of the Master
Circular on IRAC dated
01072015,

The usual classification

norms apply before the
commencement of commercial
operations. However, in

case of accounts wherein

the borrower fails to
commence the commercial
operations within two years
and within one year from

the date of commencement

of commercial operations
({DCCO) wart, Infrastructure
and non-infrastructure sectors
respectively, the account needs
to be classified as NPA, unless
eligible to be restructured and
classified as standard asset. The
restructuring of Project Loans
is permitted with retention of
class of asset provided deferent
and consequential shift in
repayment schedule is for equal
or shorter duration as follows:

| Non-1 nirastructure
One year from
original DCCO

Revision due to
Court Case

2+ 2 Years from

original DCCO

I+ 1 Years from

Revision due toany | 2 + 1 Years from

ather reason

original DCCO

original DCCO

MARCH 2021
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If an amount due to bank
under any credit facility is
not paid on the due date
fixed by the bank, such
amount would be called as|
Overdue.

An additional extension of
DCCO is permitted fora
further period of two years
due to change of ownership of
horrower entity, provided the
conditions stipulated in Para
4.2.15.4 of the Master Circular
on IRAC dated 01.07,2015

are t.'um.pliud with. Further,
Financing of Cost Overruns is
permitted by way of Standby
Credit Facilities, with retention
of class of asset subject to
compliance of stipulated
conditions.

Income Recognition

The income on Standard
Assets is recognised on
Acerual basis and the same on
NPAs is recognised on Cash
{realisation) basis. When an
account is marked as NPA,
the interest / bank charges
debited to the account but not
serviced as on the date of NPA
are required to derecognised,
Interest on additional finance
in NPAs should be recognised
on cash basis. IF interest due
is converted into unlisted
equity / FITL, the same should
b fullvl.r provided for and if
the same is converted into s
listed instrument, the interest
should be recognised to the

WAL T Org
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extent of market value of the
such security on the date of
conversion,

In case of recoveries in MPAs, in
the absence of clear agreement
between the Bank and the
Borrower, an appropriate policy
to be followed in uniform and
consistent manner as regards
order of recovery of outstanding
interest and principal amount.

Asset Classification and
provisioning requirements

‘Bank Audit

July 1, 2015 issued guidelines
on prudential norms on
[ncome Recognition, Assels
Classification and Provisioning
pertaining to Advances. Further,
with issnanece of civcular no.
RBL2018-19/203 DBER. No.BR
BCAS2 104048/ 2018-19

on Prudential Framework

for Resolution of Stressed
Assets dated June 07, 2019
and cireular no. RBL/2017-
18/131 DBR . No.BE

BC. 10T/ 21.04.048/2017-18 on
Resolution of Stressed Assels

Type of NPA Criteria - _Pn;:l.-i§i|:!|'|. : |
Secured | Unsecured
| Portion®* | Portion
Sub-Standard | First 12 months from Secured S5A: 15%S
(554} date of NPA Unsecured 55A: 25%
l‘ﬂi:_r;lslruc[un: S8A: 20%
Doubtful - 1 | Subsequent one year 25% 100
after 554
Doubtful - 11 | Subsequent two vears | 30% 100%
after DA-I
Doubtful - 111 | After two years in DA-11 | 100% 100%
Loss identified by the bank 1080% 100%
or internal or external
auditors or by REL
Inspectors as whally
irrecoverable but the
amnount for which has
not been written off

' Withowt siaking any allewance to ECGC guarantes cover and securities

awtdlable

= hjl’d:.lgi“e' Snﬂ:rf{}' 1% eonsidered (uj!y ::,I'-M:'I:cﬂ' Er_y fﬂ!gﬂ.ffy +-nforrrn.fv.|'¢‘ e
recoverable right over collection and rest of intangibles ke rights, licenses,

eit. are considered as Unsecured”

As regards the prudential
provision on Standard Assets
the same has remained
unchanged as provided in Para
5.5, of the Master Circular.

Restructuring of
Advances:

The RBL vide its Master
Circular No.DBR.No, B
BOC.2I3.04.048/) 2015-16 dated

THE CHARTERED ACLOUNTANT | MARCH 2020
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— Revised Framework dated
February 12, 2018, the extant
instructions on resolution

of stressed assets such as
Framework for Revitalising
Distressed Assets, Corporate
Drebt Restructuring Scheme,
Flexible Structuring of Existing
Long Term Project Loans,
Strategic Debt Restructuring
Scheme (SDR), Change in
Ownership outside SDR,

e
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Interim order of
honourable Supreme Court
dated September 03, 2020
- 'the accounts which
were not declared NPA il
31.08.2020 shall not be
declared NPA till further
orders.’

and Scheme for Sustainable
Structuring of Stressed Assets
(54A) stand withdrawn with
immediate effect. Accordingly,
thie Joint Lenders’ Forum (JLF)
as mandatory institutional
mechanism for resalution

of stressed accounts was
discontinued.

MSME Sector -
Restructuring of Advances

The REI issued circular
EBL202)-21/17 DOR.No BP.
BC/4021.04.048/2020-21 dated
August 06, in continuation of
earlier circular 2020RBIA2019-
200160 DOR Mo BE
BC.34/21.040.048/2019-20 dated
February 11, 2020 extending
the one-time restructiring of
MEME advances classified as
‘standard” without a downgrade
in the asset classification and
aligning the guidelines with

the Resolution Framework

for COVIDS - related Stress
announced for other advances,
with amended conditions as
specified in the said circular,

COVID19 Regulatory
Package

The RBEI issued COVID19
Regulatory package vide circular
REL/2019-20/186 DOR.No BR

(L] THE CHARTERED ACCOLINTANT
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BCA7/21.04.048/2019-20 dated
March 27, 2020 granting relief
tor barrowers, which was further
followed by another circular
BB/ 2019200220 DOR No.BR
BC.63721,.04.048/2019-20 dated
April 17, 2020 on COVID 19
Regulatory Package - Asset
Classification and Provisioning,
granting relief wort. Asset
Classification and Provisioning.
The REI also issued circular
EBL/2019-20/219 DOR . No.BE
BCA2/21.04.048/2019-20 dared
April 17, 2020 on COVID 19
Regulatory Package - Review

of Resolution Timelines under
the Prudential Framework on
Resolution of Stressed Assets,

Resclution Framework for
COVID19 related Stress
The BB issued circular
RBL2020-21/16 DOR No. BE
BC/3) 21 04.048,2020-21 dated
August 06, 2020 providing
window under Prudential
Framework to enable lenders
ta implement a resolution plan
in respect of eligible corporate
exposures without change in
awnership and personal loans,
while classifying such exposures
as Standard, subject to certain
conditions, enabling to retain
the class of assets,

Interim order of
honourable Supreme
Court dated September
03, 2020

The honourable Supreme

Court has passed as interim
order on September 03, 2020
wornt writ petition 825/2020 as
‘the accounts which were not
declared NPA till 31.08.2020
shall not be declared MNEPA till
further orders. The REI has not
issued any notification [/ circular
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related to the said interim order.
In the view of the said interim
order, if a bank does not classify
any account as NPA subseguent
to August 31, 2020, which
atherwise would have been
classified as NPPA, the auditor
should ensure that

1. A suitable disclosure to
that effect is given in the
audit report quantifying
the details of such accounts
in terms of value and
quantum {presuming that
a similar disclosure is given
by the bank in financial
statements) along with
reference to the said interim
arder of Supreme Court;

2. In the aceounts which are
not marked as NPA by a
bank, (which otherwise
wolld have been required
to be marked as NPPA as
per IRAC norms), the
income recognition and
provisions norms would
be continued to be applied
as if such accounts are
marked as NPA, Le., income
on such account would be
recognised on cash basis
and a provision would also
be made as would have
required to be made had
this account been marked as
NPA,

In case if a bank has followed
[RAC norms without any
deviation therefrom in context
with the said order, there is no
additional or specific dizclosure
required to be given by the
auditor in the audit report or
otherwise as the extant IRAC
norms as specified in the REI
guidelines are followed. mmm
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LFAR for Bank Branch

LFAR format has
been revised and
a notification is
issued by RBI dated
September 5, 2020,
There is no doubt
the old format was
lonyg overdue as
it contained the
questions from pre-
CBS era. During
our andit for the
Jinancial statements
as on March 31,
2021 it is necessary
that we read and
assimilate the
questions carvefully.
The questions are
Jormed in q manner
where we may have to
be careful in selection
of the samples,
ensuring that the
questions in the
LFAR are addressed
with reference to the
selected accounts,
Read on...

A, PR DT

Hitherto, the accounts selected for
the purpose was forming part of
oiir documentations and working
papers, However, now LEAR expects
s to list the accounts selected,
which increase our responsibility
manifold as the answers o the
question in LFAR are expected with
reference to the selection:

This article makes an attempt to
address the nuances of LFAR. I
must ke rermembered that where
any of the comments made by the
awditors in their LFAR i5 adverse,
auwditor should consider whether a
qualification in their main report is
necessary. It should not, hawever,

“Bank Audit B

). Welling

be assumed that every adverse
comment in the LFAR would
necessarily result ina qualification in
the main report, In deciding whether
a qualification in the main report is
necessary, the awditors should use
their professional judgment in the
facts and circumstances of each
case. Where the auditors have any
reservation or adverse remarks with
regard to any of the matters to be
dealt with in their Long Form Audit
Reports, they may give the reasons
for the same. Also, where relevant,
instances of situations giving rise
to their reservations or adverse
remarks may also be given.
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ASSETS

1

Cash

Comments / Views

al

Dioes the system ensure that cash maintained is in effective joint custody
of two or more officizls, as per the instructions of the controlling
authorities of the bank?

bj

Have the cash balinces at the branch/ATMs been checked at periodic
intervals as per the procedure prescribed by the controlling authorities
of the bank?

cl)

Does the branch generally maintain fcarry cash balances, which vary
significantly from the limits fixed by the controlling authorities of the
bank?

[}

Does the figure of the balance in the branch books in respect of cash
with its ATM(s] tally with the amounts of balances with the respective
ATMs, based on the year end scrolls generated by the ATMs? Tthere is
any difference, same should be reported,

d)

Whether the insurance cover available with the branch adequately
mieeds the requirement to cover the cash-in hand and cash-in transit?

Ealances with Reserve Bank of India, State Bank of India and Other
Banks(For branches with Treasury Operations}

a)

Were balance confirmation certificates obtained in respect of
outstanding balances as at the year-end and whether the aforesaid
balances have been reconciled? The nature and extent of differences
should be reparted.

bj

Cthservations on the reconciliation statements may be reported in the
fallowing manner:

Cash transactions remaining unresponded (give details)

ii}

Bevenue items requiring adjustments write-off (give details)

iii

Other Credit and debit entries originated in the statements provided by
BEl/other banks, remaining unresponded for more than 15 days:

iv]

Where the branch maintains an account with the Reserve Bank of India,
the fellowing additional matter may be reported:

Entries originated prior to, but communicated./recorded after, the vear
end in relation to currency chest aperations at the branch/other link
branches, involving deposits into/ withdrawals from the currency chest
attached to such branches (Give details)

<)

In case any matter deserves special attention of the management. the
same may be reported.

Money at Call and Short Notice

a}

Has the Branch kept money-at-call and short natice during the vear?

b

Has the vear end balance been duly confirmed and reconciled?

€

Has interest acerued upto the year end been propedy recorded?

dj

Whether instructions/guidelines, if any, laid down by the contrelling
authorities of the bank have been complied with?

Ly
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4. | Investments
{For Branches outside India)

a) | Inrespect of purchase and sale of investments, has the beanch acted within its delegated authority, having regard
to the instructions/ guidelines in this béhalf issued by the controlling authorities of the bank?

B) | Have the investments held by the branch whether on its own account of on behalf of the Head Office/other
branches been made available for physical verification? Where the investments are not in the possession of the
branch, whether evidences with regard to their physical verification have been produced?

¢l | Is the mode of valuation of investments in accordance with the BB guidelines or the norms prescribed by the
relevant regulatery authernty of the country in which the branch s located whichever are more stringent?

dl | Whether there are any matured or overdue investments which have not been encashed and / or has ot been
serviced? I so, give details?

3 | Advances General Instructions
(i) The answers te the following questions may be based on the auditor'’s examination of all large advances For this
purpese, large advances are these In respect of which the cutstanding amount i5 in excess of 10% of outstanding
aggregate balance of fund based and non-fund based advances of the branch or Re.10 crores, whichever is less.
Care- Forall accounts above the threshold, the transaction auditfaccount specific details tobe seen and commented,
whereas below the threshold, the process needs to be checked and commented upon, Comments of the branch
guditor on #dvances with significant adverse features, which might need the attention of the management /
Statutory Central Auditors, should be appended to the LEAR

it} | The critical comments based on the review of the above and other test check should be given in respective
paragraphs as givent in LEAR given below,

a) List of aceounts examined for awdil
Acconnt No. Account Name Balance as at yvear end | Balance as at year end Total

= Funded = Non- funded

EXXXXX

EXXXXX

Testal A B C=A4+B
Total Outstanding X ¥ Z2=X+¥
of the Branch

Percentage As%helX Bashof ¥ Cashaof £
examined

You may observe that the LEAR expeets us to attech an annexure giving details of the accounts selected during the course of
our aucit, It may be remembered that the questions at various places have specific purpose. Thereloee, one simple selection
will net help giving answers 10 all the questions, It is suggested that for exch section and in some cases fow questions in
the section, list of accounts chosen for andit may be listed separately. However, for the purpose of overall percentage of
coverage as envisages above, commaon accounts, if any may have to be merged.

b}

Credit Appraisal

i)

In your opinion, has the branch generally complied with the
procedures/instructions of the controlling authorities of the
bank regarding loan applications, preparation of proposals

for grant! renewal of advances, enhancement of limits, etc.,
including adequate appraisal docwmentation in respect
thereaf. What, in your epinion, are the major shortcomings
in eredit appraisal, ete,
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i}

Have vou come across coses of quick mortality in accounts,
where the advance became Mon-performing within a period
of 12 months from the date of first sanction? Details of such
aceounts may be provided in following manner:

+ Account Mo

+  Account Mame

+  Balanee as at year end

{iii)

Whether in borrowal acceunts the applicable interest rate is
correctly fed into the system?

liv)

Whether the interest rate is reviewed periodically os per the
guidelines applicable to Moating rate boans linked to MCLR /
EBLI (External Benchmark Lending Rate)?

v

Have you come across cases of frequent renewal | rollover
of short-term loans? [f ves, give the details of such accounts.

[vi}

Whether correct and valid credit rating, if available, of the
oredit facilities of bank’s borrowers from BB accredited
Cradit Rating Agencies has been fed into the system?

The credit rating is essential for all the exposures
above 5 Cr. This determines the risk weight for the
purpose of CRAR caleulations. Non availability of
credit rating would attract higher risk, In case the
rating is not available, auditor should find out the
earlier rating, Further banks many times confuse
between  Gove. Corporations and Gowvernment
undertaking, Unless there is specific sanction
term for mot taking rating {only in case of Govt,
undertaking, others have to be rated) valid rating
certificate should be verihed.

cl

Sanctioning/Disbursement

i}

In the cases cxamined by you, have you come across
instances of:

fa} credit facilitics having been sanctioned beyond the
delegated authority or Hmit fixed for the branch?

(b} Aresuch cases promptly reported to higher autharities?

el

{ii}

Whether advances have been disbursed without complying
with the terms and conditions of the sanction? If so, give
details of such cases.

(i)

Did the bank provide loans te compantes for buy-back of
shares/securities?

[t is suggested that the management representation
to this clause should be obtained as it is difficult for
a auditor to find out unless specifically mentioned
{which is very unlikely)

d)

Documentation

i)

In the cazes eamined by you, have vou come across
imstances of:

Credit facilities released by the branch without execution of
all the necessary decements? If so, pive details of such cases.

(i}

Deficiencies in documentation, inclading non-registration
of charges, non-obtaining of guarantees, etc.? I so, pive
details of such cases.

L]
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i)

Advances against lien of deposits have been granted without
marking a lien on the Bank's deposit receipts and the related
accounts in accordance with the guidelines of the controfling
authorities of the bank.

e}

Review! Monitoring/Supervision

{il

Is the procedure lxid down by the controlling anthorities of
the bank, for periodie review of advances, including periodic
balance confirmation | acknowledgement of debis, followed
by the Branch? Provide analysis of the accounts overdus
for review! renewal. What, in your opinion, are major
shortecomings in monitoring, ete.

) between 3 to b months, and
b} over & months

&)

{ii}

a}  Are the stock/book debt statements and other periodic
operational data and financial statements, etc., receved
regularly from the borrowers and duly scrutinized? 13
suitable action taken on the basis of such scruting in
appropriate cases?

b} s the DP propedy computed?

]  Whether the latest audited financial statements are
obtained for accounts reviewed [ renewed during the
yer?

d)

i)

a}l  Whether thene exists a system of ebtaining reports on
stock awdits periodically?
b) If so, whether the branch has complied with such
system?
¢l Details of:
- cases where stock audit was required bul was not
comducted

- where stock audit was conducted but no action
was taken on adverse eatures

)

{iv)

Indicate the cases of advances to non-corporate entities with
limits beyond that set by the bank where the Branch has not
abtained the duly audited accounts of borrowers

L]

Poes the branch have on its record, & due diligence Report
in the form and manner required by the Reserve Bank of
India in respect of advances under consortium and multiple
banking. Give the list of accounts where such certificate/
report is not obfained, oron regord,

(In case the branch is not the lead bank, copy of certificate/
report should be obtained from lead Bank for review and
recond)

{¥i)

Has the inspection or physical verification of securities
charged to the bank been carried out by the branch as per
the procedure kaid down by the controlling authorities of the
hank?

W, Il 0y
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Whether there is 4 substantial deterioration in value of
security during financial vear as per latest valuation report
in comparison with earlier valuation report on record?

Lyid)

In respect of advances examined by you, have you come
across cases of deficiencies, including in value of securities
and inspection thereof or any other adverse features such
a5 frequent/ unauthorized overdrawing bevond limits,
inadequate insurance coverage, etc.?

i)

Whether the branch has any red-Aagged account? If ves,
whether any deviations were observed related to compliance
of bank’s poficy refated with Red Flag Accounts?

{ix)

Comment on adverse features considered significant in top
5 standard large advances and which need management’s
attention

1x)

In respect of leasing finance activities, has the branch
complied with the guidelines issued by the controlling
autherities of the bank relating to security creation, asset
inspection, insurance, etc.? Has the branch complied with the
accounting norms prescribed by the controlling authorities
of the bank refating to such leasing activities?

REI has issued Master circular on Lending to
NEFCs (RBI /2004-05/14/ DBOD [/ 1ECS Mo
708 T200/2004-7005). Further the Exposure
MNorms also suggest the cap on lending of such
activity, It is necessary at the branch to undesstand
the correct categorization of sdvances and whiether
such instroctions from the controlling office of the
bank are adhered o, Please note that the error
of categorization has impact on disclosure of
Expasire norms as well as risk parameters change
due to such change.

f)

Asset Classification, Provisioning of Advances and
Resolution of Stressed Assets

ik

a}  Has the branch identifed and classifed advances into
standard/ substandard/doubtful foss assets through the
computer system, without manual intervention?

B) s this idenification & classification in line with the
norms prescribed by the Reserve Bank of India

¢l Whether the hranch is following the svstem of classifying
the acoount into SMA-0, SMA-1, and SMA-2 Whether
the auditor disagrees with the branch classification
of advances into standard (Including SMA- 0, 3MA-
I, SMA-2) / substandard [ doubtful | loss assets, the
details of such advances with reasons should bé given.

d}

d)  Also indicate whether required changes have been
incorporated! supgested in the Memorandum of
Changes.

¢} List the accounts (with outstanding in excess of Bs
10.00 erore} which have éther been downgraded or
vpgraded with regard to their classification as Mon-
Performing Asset or Standard Asset during the year and
the reason thereod.

This. question expects auditor to select all the
accodnts having exposure of 10 Cr and above
who have any classification movement from & to
Standard accounts during the year. The upgrading,
especially would need greater audit check for its

FCCUTICY.

fy  Whether BBl guiddines on income recognition and
provisioning have been followed.

This is overreaching question would for part of our
apinkomn.
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{ii} | a)

b)

Whether the branch has reported accounts restructured
or rephased during the year to Controlling Authority of
the bank?

Whether the BBl Guidelines for restructuring on all
such cases have been followed

4]

d)

Whether the branch complies with the regulatory
stance for resolution of stressed assets, including the
compliance with board approved policies in this regard,
tracking/reporting of defaults for resolution purposcs
amaong athers?

e

)

Enguire whether there is any account in the
Branch that has exposre of 2000 cr and above
in the entire banking system. Check for the
stress and regularity of these accounts.
Ensure that branch is prompt in reporting
under CRILC. Any delay in reporting should
b viewed seriously and reported.

In case the account continues to be under
SMA category for 180 days continuously, the
same should be reported for stress resolution.
Please report in ¢ase such accounts are not
repirted,

{iii) [ a)

b}

Whether the upgradations in non-performing advances
is in line with the norms of Reserve Bank of India

Where the auditor disagrees with upgradation of
accounts? If yes, give reasons thereaf.

&l

{iv]l | Have you come across cases where the relevant Controlling
Authority of the bank has authorized legal action for recovery
of advances or recalling of advances but o such action was
taken by the branch? If so, give details of such cases.

{¥} | Whether there are any accounts wherein process under IBC
is mandated but not initiated by the branch?

Whether there are any borrowers at the branch against
whaon the process of IBC is initiated by any of the creditors
including biank? If ves, provide the list of such accounts and
comment on the adequacy of provision made thereto?

{vi) |2}

b
<l

Have appropriate claims for credit guarantee (ECGC
and others), if any, been duly lodiged and settled?

Give details of elaims rejected? (As per the given table)
Whether the rejection is appropristely considered while
determining the provisioning requirements

d)

Particulars

Number

Amvount

Claim at the beginning of the vear

Further claim lodged dur'm& the vear

Total A

Amoinits representing

{1} Claims accepted/settled

{ii} Claims rejected

Total B

Balance as at year end (A-B)

W, o ang
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{wii)

In respect of non-performing assets. has the branch
ohtained valiation reports from approved valuers for
the immovables charged to the bank, once in three years;
unless the circumstances warrant a shorter duration?

{viii)

In the cases examined by vou has the branch complied
with the Recovery Palicy prescribed by the contralling
authorities of the bank with respect to compromise!
settlement and write-off cases? Details of the cases of
compromise/settlement and write-off cases invelving
wite-offs/walvers in excess of Rs. 50.00 lakhs may be
given.

fix)

15 the Branch prompt in ensuring execution of decrees
obtained for recovery from the defaulting borrowers?
Give Age-wise analvsis of decrees obtained and pending
execution.

1x}

Whether in the cases concluded the recoveries have been
properly appropristed against the principal / interest as
per the policy of the Bank?

Lxi)

In cases where documents are held at centralized
processing centers | office, whether the anditor has
received the relevant documents as asked by them on
test check basis and satisfied themselves. Report the
exceptions, ifany

(xii)

List the major deficiencies in credit review, monitoring | Self-explanatory
and supervision.

8l

Non-Fund Based facilities

(i

List of borrowers with details of LCs devolved or
guarantees invoked during the vear

Sr.
No,

Invocation Party Name Beneficiary Name Amt Recovery Date
Date

i}

List of borrowers where the LCs have been devolved or guarantees have been invoked buk not paid with amount
thereol

Sn
No.

Invocation Party Mame Beneficiary Name Amt Eeasen for non-

Date payment

)

List of instances where interchangeability between fund based and non-fund based facilities was allowed
subseguent to devolvement of LC / invocation of BG

Other Assets

(a

Suspense Accounts/ Sundry Assets

il

[3oes the system of the Bank ensure expeditions clearance of items debited to Suspense Account? Details of
autstanding entries in excess of %0 days may be obtained from the Branch and the reasons for delay in adjusting
the entries may be ascertained. Does vour scrutiny of the accounts under various sub-heads reveal balances,
which in vour opinion are not recoverable and would require a provision/write-off? If so, give details,

fiiy

Does your test check indicate any unusial items in these accounts? If so, report their nature and the amounts
involved. Are there any intangible items under this head e p. losses not provided | pending investigation?
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“Bank Audit |

1.

Depuosits

fap

Does the bank have a system of identification of
dormant! inoperative accounts and internal controls
with regard to operations in such accounts? In the
cases examined by you, have you come across instances
where the guidelines laid down in this regard have not
been followed? 1 yes, give details thereaf,

ik}

After the balance sheet date and till the date of audit,
whether there have been any unosual large movements
(whether increase or decrease) in the aggregate deposits
held at the year-end? 1f so, obtain the clarifications from

the branch and give your comments thereon.

{c)

Whether the scheme of automatic renewal of deposits
applics to FCNR{B) deposits? Where such depasits have
een renewed, report whether the Branch has satisfied
itself as to the ‘non-resident status’ of the depositor
and whether the renewal is made as per the applicable
regulatery guidelines and the original receipts [/ soft
copy have been dispatehed.

{d)

I3 the branch complying with the regulations on
minimum balance requirement and levy of chaeges on
non- maintenance of minimum balance in individual
savings accounts?

« BBl specifically has mandated Certification for
penalty levied by banks for non-maintenance
of minimum balance (DBR, no. Leg, BC.21/
0907006/ 2015716 dated July 1, 2015)

«  Although the general answer given ai the branch
is that the calculations are dutemated through
system, it is expected that the auditor takes a0 least
5 samples and cafeulates whether the levy of these
charges is fair and as per the policy.

Other Liabilities

Bills Pavable, Sundry Deposits, etc.

a)l

The numbee of items and the aggregate amount of
old outstanding items pending for one years or more
be obtained from the Branch and reported under
appropriate heads, Give details thereal

Year

Number of ltems Amounts Hemarks

L]

Does your test check indicate any unusual items or material withdrawals or debits in these accounts? [ so, give

details thereol

Contingent Liabilities

List of major items of the contingent liabilities (other than constituent’s liabilities such as guarantees, letter of
credit; acceplances, endorsements, ¢1¢.) not acknewledged by the Branch?

. PROFIT AND LOSS ACCOUNT

a)

Has the test checking of interest/discount/ commission/
feos et revealed excess/short credit of @ material
amount? [f so, give details thereof.

The question is self-explanatory. However, few insights
with respect to taking percussions on gertain aspects
are given in appendix.
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B) | Has the branch complicd with the Income Recognition
narms prescribed by B.BL? (The Auditor may refer to
the instructions of the controlling authorities of the
bank regarding charging of interest on non-performing
asseish,

<) Has the test check of interest on deposits revealed
any excess! short debit of material amount? If so, give
details thereof.

d) | Does the bank have a system of estimating and
providing interest accrued on  overdue/matured!
unpaid! unclaimed term deposits including in respect
of déceased depositors?
& Are there any divergent trends in major items of income
and expenditure, in comparison with coreesponding
previous year, which are not satisfactorily explained by
the branch? If so, the same may be reported.
. GEMERAL

1 Gald/ Bullion/ Security Items

a) Does the system ensure that gold/baillion is in effective
joint custody of two or more officials, as per the
instructions of the controlling authorities of the bank?

b Does the branch maintain adequate records for receipt,
issues and balances of gold/bullion and updated
regularly? Does the periodic verification reveal any
excess/shortage of stocks as compared to book records
and if any discrepancies observed have been prompily
reported to controlling awthorities of the bank?

¢l | Does the system of the Bank ensure adequate internal | Self-explanatory

control over issue and costody of secority items (Term

Deposit Receipts, Drafts, Pay Orders, Cheque Books,

Traveler's Chegues, Gilt Cheques, etc.)? Whether the

system is being followed by the branch? Have vou come

across cases of missing/lost items?

2. Books and Records

a) | Whether there are any software / systems (manual or

otherwise} used at the branch which are not integrated

with the CBS? I yes, give details thereol.

b} i} Im case the branch has been subjected to 15 Audit
whiether there are any adverse features reported
and have a direct or indirect bearing on the branch
acceunts and are pending compliance? [F yes give
details.

ii) Whether branch is generating, and verifying
exception reports at the periodicity as prescribed
b the bank

iif}  Whether the system of bank warrants expeditious
compliance of daily exception reports and whether
there are any major observations pending such
compliance at the year end.
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iv) Whether the bank has liid down procedures for
manual intervention to system generated data and
proper authentication of the related transactions
arising there from along with proper audit trail of
manial intervention has been obtained,

vl  Furnish vyour comments on data integrily
fincluding data entry, checking correctness/
integrity of data, no hack ended strategies etc.)
which is used for M1% at HO J CO Bevel.

Inter- Branch Accounts

{a}

Does the branch expeditiously comply with/respond
to the communications from the designated cellfHead
Office as regards enmatched transactions? As at the
year-end are there any un-respondediun-complied
queries or communications beyond 7 days? [f so, give
details?

Frands

Furnish particulars of:

(5) Frawds detected/classified but confirmation of
reporting to BB not available an record at branch

(i) Whether any suspected or likely frand cases are
reported by branch te higher office during the
year? If ves, provide the details thereof related to
status of investigation,

(i FIn respect of frawd, basedonvouroveratl ohservation,
please provide vour comments on the potential risk
areas which might lead to perpetoation of fraud
{eg. falsification of accounts/false representation
by the borrower: misappropriation of funds
especially through related partyl shell company
transactions; forgery and fabrication of financial
documents  fike invoices, debtor fists, stock
statements, trade credit documents, shipping
bills, work orders and encumbrance certificates
and avail credit; Use of current accounts catside
consortium where Trust and Retention Account
(TRA) is maintained, to divert funds; List of
Debtors! Creditors were being fabricated and
receivables were not followed up/ write off of
debt of related parties; Fake export/shipping bill,
etc.; Over statement of invoice amounts, stock
statements, shipping bills, turnover; Ay by night
operattons -including the cases where vendors,
related/ associate parties, manufacturing units etc.
aren't available on the registered addresses; Bound
Tripping of funds, etc.)

(v} Whether the system of Early Warning Framework
is working effectively and, as required, the carly
warning signals form the basis for classifying an
account as RFA.

The detailed guideling is available in the annexure to
this article

A, PR DT
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5

Implementation of KYCAML guidelines

Whether the branch has adequate systems and
processes, as requived, to ensure adherence to KYC/
AML guidelines towards prevention of money

bndering and terrorist financing

As regards KYC SBA may go through and rely on the
concurrent aucit reports. However, it needs to ensure
that the concurrent audit has sufficient coverage with
regard to this aspect.

Auditor is also suggested to ask for CTRISTR reports
of the branch. This will provide sufficient insight into
the adherence to AML and other suspicious monetary
activity of any of the account in the branch,

Whether the branch followed the KYC/AML guidelines
based on the west check carried out by the branch
auditors

Management Information System

{a}

Whether the branch has the proper systems and
pracedures to ensure data integrity relating to all data
inputs which are to be used for MIS al corperate office
bevel and for supervisory reporting purposes. Have you
come cross any instances where data integrity was
compromised?

Aszuch these aspects are controlled centrally, However,
the only place where data integrity at the branch would
affect is nonadherence to Password Protection policy.
Further any transaction process where the maker
checker principle is missing, such observations must
be hightighted a5 these practices are highly susceptible
to misstatement or fraed. it is suggested that the SBA
abtains the copy of IS audit report to get comfort on
this issue,

7

Miscellaneous

ta}

In framing vour aodit report/LEAR Report, hive you

considersd the major adverse comments arising out of

the latest reports such as

al  Previous year's Eranch Audit Report/ Long Form
Audit Report;

b} Intermal audit! Smap Audit! concurrent audit
eport{sh;

¢ Credit Audit Report;

dj  Seeck audit Report

e} REBl Inspection Report, if such inspection took
place;

) Income and Expenditure {Revenwe} Audit;

gl IS0T/Computer/Systemns Audit; and

hi  Any special ingpection/investigation report?

el

Are there any other matters, which you, as branch
auditer, would fike to bring to the notice of the
management or the Statutory Central Auditors?

i3

Aspects to be taken care of
during checking of Profit &
Loss Account

Application of Interest on
Deposits

Interest on Term Deposits |
Cumulative Deposits:

THE CHARTERED ACCOUNTANT | MARCH 2021

This is generally dene at the
central level. Hence no action is
necessary at the branch level,
Owverdug Term Deposits:

During day end process, system
automatically remews  matured

deposit accounts, However in
some banks cases where old
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data migration or system snags
continues in this data. It is
generally done manually at the
branch level,

[nterest paid to | recelved from
Treasury Branch:

Thisis generally doneat Category
A branches for Borrowings in
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Foreign  Currency of Interest
received/paid  on  Foreign
Currency Settlement Accounts.
Current Deposits:

Generally interest to be provided
only in case of balances in
Individual/Proprictary  Current
Afe of deceased persons at SB
interest rates from the date of the
death of the depositor.

Savings Bank Deposits:

At times  interest  application
for accounts under  specific
Scheme is done at the branch
level, For other than the specific
schemes e, general - Savings
Bank Deposits where interest
is applied at quarterly rest, the
required provision for interest is
made al Central Office,

Interest on Advances:

Interest forall advances (EM]and
non EMI} is generally charged

anax8a.pressmart.com/TheCharteredAccountant/print.html

centrally. Though the system is:

charging interest, it is necessary
for the Branches to check &
ensure  that  correct  amount
of intergst has been charged/
provided in respect of all the
eligible advances accounts in the
system. This is because branch
has the actusl control over the
account,

Interest  collected on  BILLS
DISCOUNTED  (Leo Advance
Intereet peeeivied);

The entire amiount . collected is
fiest credited to Rebate on Bills
Digcounted and enly portion of
imterest refevant for the month
is takem to Income account
every month end. The amount
outstanding  under  Rebate
on Bills discounted head of
account should match with bill-
wise rebate on bills discounted
amdund.

3

4

-

Bank Audit

Interest on overdus Export
Bills:

Interest on Export Bills which
are overdue for less than 90 days
categorized  wnder  Standard
Advances should be calculated
on acerual basis from the due
date 31* March and credited
o Inwcome  Account Interest
an Foreign Bills purchased by
debiting  Suspense  Account
[nterest Accrued om Advances
and the same is generally reversed
om the next working day

Interest paid on Borrowings:
In respect of refinance availed
from IDBI1 / SIDE] / NABARD /
EXIM Bank /! NHR etc. ascertain
the amount of interest payable on
such borrowings up te 31° March
and make necessary provision
in respect thereof to the debit
of  “Expenditure  Account
-Interest Paid on Borrowings

WHO CAN

,e*'t Institute of Actuaries of India(lAl)

B LAl OFFERS ADMISSIONS TO ICAI MEMBERS

ABCUT INSTITUTE

The Institube is a slatulony body conabivted and established for regulating and
developing he plofession of Actualies in India and is inter atia responsiie Tor
conducking axaminations for tha profession of Acluanes. Actusrial exams ara
conductid bwice @ pear - bypically in the month.of March and Septamiber by 141,

The: prastipe of the Profession may be reckoned by the fact that acluanal
examEnations ar even undaraken by the pass ouls from the known institutions
e Indian Statistical nstitule, ndian Insttute of Management, Prastigious
Enginaering collages, School of Economics and gualibed Charterad
Accoupntants, Cost accouniants alc.

WHERE DO ACTUARIES WORK

Acluasies mainly wark in - Life Inswrance, Generad Insurance, Heatth Insurance
companies, Reingurance Companiss, Employeses' Banafil frms, Actuarial
Consulting Firms, Finance, Banking and Investmenis, Academics. Risk
“Tha membars of AL are not only spread overs ndia bul acnoss the globe- Ausiaia
| Canadia | Malinsan | Singapara | 54 Lanka'| LK1 LSA and fmany mond couniihes.
The actuastas am holding the covated pesilions in their respective crganisaticns and
thé progrisssion 1o higher schelons remaned smooth,”

EXEMPTION TO ICAI MEMBERS:

BECOME
AN ACTUARY

Students who ane abaout
nambers, ared sintistics may
consider actuarial as a profussion,

Fuaily qualifed memberg of the Inslitude af
Chadered Accountants of India, Instiule of
Cosl Accounionts of Intin, Instlube of
Company Secrotiries of India and Insurance

Instiube of India may directly take the

requilar examiralions ol Al withoul the
need of passing the Actuaral Entrance
Test called (ACET) theaugh RON-ACET
Rchnissson route,

For dutalls on Mon-ACET Admission,
phease click been:
Febtp e e by indin e piaO0miE R DT

L)

Irstitute of Actuasies of India shall gran) exesmption o SP0- Allermative Spocialist Principla Subject to

those whed are Associale/F elicw mamber of Institube of Chanered Accountants of Irdia.
can apply for exemption for this subpect post attasning the LAl siudent membarship,
For delails.on Exemplion

Al Members

chick here: hilp:fwww actuanissindia ongisubleny asgeid=3258val=Erxemplions
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Account - Refinance  availed
from IDBLSIDEL ete” by giving
corresponding  credit to "Bilis
Payable - Others —Int. payable
on MABARDY SIDBI  Bank
Refinance” This entry is generally
reversed on next working day in
April.

5. Provision for other expenses
and entry for prepaid expenses:

+  Thisisgenerally a grey area where
mistakes are found. Many times
the amounts are not material &
hence ignored. 1 suggest, either
MOC should be passed or if not
material, pass the entries as on
the date.

6. Bank charges - Accounts
maintained with Other Banks:

« Al the charges levied by other

banks up to 31* March as

reflected in the reconciliation,

which are not  in - dispute,

should be responded by debit to

Expenditure afc.

Depreciation:

+  Ensure that New standard on
PPE is adhered to.

Annexure on Fraud

In terms of extant RBL guidelines,
aditors are required o report any
suspicions/frandulent activities,
which comes to their attention during
the course of andit. Hence, in terms
of regulatory expectations role of
Statutory  Auditers in [dentification
of Non-Performing Assets (NPAs) is
wider, Expectations from Statutory
Auditors is to display a greater degree
of skepticism  and independence
in - assessing  asset  classification,
especially large-value accounts. As
a5 per RBI observation in respect of
the 20 large value frawd cases, except
one case where the external auditors
pointed out the non-compliance
with the eredit sanction conditions,
in mo other case reviewed by the
Committee, frouds were detected
through the awdit process, external or
internal.

=1
"

The occurrence of most of these frauds
were related to failure on the part of
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the Credit and the Risk Management
Departments to discharge their duties
adequately, In most cases, frauds
were detected when the borrower
was classified a5 an NPA and forensic
audits were commissioned. In some
ather cases, there were warnings from
the enforcement agencies regarding
the existence of a fraud. In many
banks, complaints from customers
and other sources were the majer
source of detection of frands.

Administrative lapses that may lead

to Fraud
o Opening of current accounts by
banks outside the consortium
without obtaining NOC and
thus©  facilitating  diversion
of funds lent by consortium,
+  Dehciency in implementation of
the Early Warning Signals (EWS)
and Red Flagging of Accounts
{RFA] Mechanism by banks
o Banks have not adopted any
or all of the indicative list of
EWSs provided by RBI

0o Nom-integration of the
mechanism  inte  banks'
credit monitoring software

o Nt cancluding
investigation  after  REA
within the stipulated 6
month timeline

o Inconclusive Torensic audits
due to nen-conperation by
the borrewers

+  Some banks in a consertivm
sell zome accounts to ARCs just
before their recognition as a
fraud by the consortium.

«  Slow progréss in investigations
and prosecution of fraudsters.

v Delayed recognition  and
reporting is one of the important
factor fcilizating the: fraudsters
to further their ill intent. It
was observed following factors
contributed to arrest the frauds
at the early stage:

+  Advances refated frands often
sepsoned for 3 to 4 vears as NPAs,

+  Time between first bank and Fast
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bank in consortium eeporting
fraud

«  ldeally within six months from
date first entity reports the
account as fraud.

+  Complicity of bank officials and
third parties with the borrower

#  Reluctance o concwct  the
meeting of the lenders.

«  [Defavin reporting in CRILE,

Ilustrative transactions to exercise

extra skeplicism:

»  liberal cash flow projection at
proposal stage

«  security  perfection and  over
virluation

+  gold plating of projects

«  Deviation from credit and other
related policies

»  Lackof continuous menitoring of
cash flows

+  [Diversion of funds

A few important Early Warning

Signals

+  Critical is=ues hiphlighted in the
stock audit report

+  Poor disclosure of materially
adverse information

+  Frequent change in the scope of
the project

+  Lishilities appearing in ROC
search report, not in annuoal
repet,

+ Mot routing  sales  through
consortium member bank

«  LCs issued for related parties
without  underlying  trade
Lransaction.

+  Raid by Income tax /fsales tax/
cential exchse duty officials

+  Significant reduction in the stake
of promoters or pledging of
shares,

Finally, it may be concluded, the

responsibility as SBEA was always like

this. The only difference mow is the
part our working papers is becoming
the reporting requirement, sem

WG,

112/146



ONFIRMATIO

Pari of Thomson Relgers

anax8a.pressmart.com/TheCharteredAccountant/print.html

Easy, fast
confirmations.
Every time.

CONFIRMATION helps you controd the audit
confirmation process from start 1o finish.
That's why 200,000 auditors in more than
170 countries use our secure, centralised
ptatform. Put us to work for you now,

16K+

audit firms

4,200

responding banks and
departments

1.5M

users

~all trust ComMFiRMaATION for
confirming financial data

®©

&

Fast

Reduce the confirmation process from
weeks to days, and cut your costs by over
half {compared to doing paper confirms),
Autormatic follow-ups and status updates
miake your audits more efficient.

Secure

Work in a platform that puts security first:
CONFIRMATION'S Services exceed major
industry standards and pass hundreds of
security audits each year,

Easy

Create an account and start sanding
confirmations in minutes. You'll get
world-class customer support and ongoing
training, Plus, your clients will appreciate
the easy authorisation progess,

Use ConFirmMaTiON for all your requests

® © ®

Debtor/Creditor Legal

Bank

SAS505: External Cenfirmation Compliant
CoMFIRMATION helps audit firms adhere to glabal auditing standard
requirements and helps create sufficient and reliable audit evidence.

For more information contact Harsh Jogani:

harshjogani@thomsonreuters.com [+9197735 85311
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Importance of Advances in Bank Audit

The revenue of

the Banks is
generated majorly
through advances
and investnients.
Hence, both areas
form core areas of
Bank Audit. As per
RBI publication
“Operations and
Performance of
Commercial Banks”
dated December

24, 2019 Advances
comprise around
58% of total assets
of all Scheduled
Commercial Banks
put together for year
ended March 31,
2019. This emiphasize
importance of
Advarnces in the
Banking. Hence,
Advances also form
an important area
of Bank Audit. Read
OH...

The advances portfolio consists

of Fund Based and Non

Funed Based Advances. Fund
based advances include Term
loans, Cash Credits, Housing
Loans, Education Loan,
Owerdrafts, whereas non fund
based advances include Bank
Guarantee, Letter of Credit.

The various stages of advances

Bi& THE CHARTERED ACCOLINTANT
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are Appraisal, Sanctioning &
Documentation, Disbursement,
Monitoring and Repayment.
The audit shall be carried out

each of these stages, The revised

LFAR issued by RBI consist
questions on each of the above
stage.

Selection of Sample

It is advisable that auditor
should cover 60% to 70% of the
total advances p-nrtfnliu of the

Branch, which covers all types of

loan sanctioned by the Branch,

As mentioned in Revised LFAR,

for all accounts above 10% of
outstanding aggregate balance
of fund based and non-fund-
hased advances of the branch
ot T10 crores whichever is less,
the transaction auditfaccount
specific details to be seen and

MARCH 2021
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commented, whereas below the
threshold, the process needs

tir be checked and commented
upor.

The Auditor shall read Credit
policy / Product Document,
delegation of power and
Manuals/ Circulars before
commencing the audit of
advamces,

Brief Audit Process

Appraisal; The auditor shall
review the appraisal note for
sample advances which mainly
contain information about
Borrower, its business, sector
of business, current financial
position of the borrower, future
financial projections, The
auditor shall not only verify
whether as part of appraisal

e ical ang
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Auditor should verify
whether the advance
has been sanctioned by
the competent authority
and any deviation from
standard terms and
conditions is appraved.

process Branch has focussed on
objective criteria like Current
Ratio, Debt Service Coverage
Ratio, Profitability, Debt Equity
Ratio but also considered
subjective criterias like present
challenges to the industry which
horrower belongs to, the overall
market for the product, the

geo palitical situation affecting
borrower’s business, ete. [f

the Auditor finds factors like
subjective factors mentioned
above and notes that feasibility
of achievermnent of projections,
realizability of security, etc. are
not commented in appraisal, the
Auditor shall report the same in
LEAR.

Sanctioning and
Dacumentation: Auditor should
verify whether the advance

has been sanctioned by the
competent authority and any
deviation from standard terms
and conditions is approved. The
auditor should verify whether
documents are executed as per
manuals, circulars and product
notes. The auditor should

also verify that the executed
dacumentation has been vetted
by emrpanelled advocate or by
legal department of the Bank,
I respect of Bank Guarantees
issued auditor should verify

WAL T Org
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whether Guarantees issoed in
format other than prescribed

by the Bank, the Branch has
obtained approval of Bank's
legal department. The auditor
should verify whether Letter of
Credits issued by the Branch
are as per the prescribed norms.
Alse, verify in ease of foreign
LCs, the Branch has carried out
swift reconciliation with CBS on
daily basis.

Drigbersement; The auditor
shauld veriﬁ' whether masters
have been correctly created

in the core banking system as
per the sanction letters. The
miaker checker control has
been exercised while ereating
masters, Also, the auditor
should verify whether Branch
has ensured end use of funds as
per the Sanction Letter,

Munitoring: Auditor should
verify whether procedure

laid dowwn by the controlling
authorities of the bank,

for perindic review of

advances, including periodic
balance confirmation /
acknowledgement of debts,
followed by the branch. In
respect of cash credit account,
the Auditor should verify
whether stock and book debt
statements are received on
regular basis and analysed by
the Branch. The auditor should
also analyse stock and book
debt statements on sample basis
to verify whether slow moving
inventories, debtors beyond
days mentioned sanction letter,
creditars, unrealisable stock has
been reduced while calculating
Drawing Power. [n respect

of Cash Credit accounts en
sample basis, the auditor should
verify whether funds have been
withdrawn for business only.

‘Bank Audit B

The same can be conducted by
extracting account statements
in excel.

Bepayment: In respect of
repayments of term loan, the
auditor should verify whether
Bank is exercising due diligence
ta verify the source of fumds
and in respect of credits in cash
credit accounts, the receipts
are business receipts only. Also,
auditor shall verify the same

on sample basis, In respect of
closed accounts, auditor should
verify whether account is closed
in the CBS after following
prescribed procedure. With
respect to repayment received
by debiting any office account,
the auditor should verify the
corresponding credit in the
respective office account and
source thereof. Also, review
the process of operations and
reconciltation of office accounts,

Restructuring of Advances

The current financial year
2020-21 has been a year with
challenges for economy due

to outhreak of pandemic, The
first two months of financial
vear, the economic activity is
at minimal due to lockdown.
The same has adversely affected
businesses and consequentially
the repayment capacity of
borrowers of the Bank. Hence,
RBI has issued [ extended
following restructuring /
resolution guidelines for
stressed asset.

As per Income Recognition and
Asset Classification circular,

if the account s restructured,
then the same shall be classified
as non performing, however
RBI has allowed to retain the
account as standard by issuing
following circulars,
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1. RBL/2018-19/100
DER MNo.BE
BCIS/21.04.048/201 8-
19 dated January 1, 2019
Micro, Small and Medium
Enterprises (MSME)
sector — Bestructuring of
Advances and RBI/2019-
20/ 1600 DOR. Na.BR
BC.34/21 04.048/2019-20
dated February 11, 2020
Micro, Small and Medium
Enterprises (MSME}
sector — Hestructuring
of Advances [Hereinafter
referred as "MSME
Restructuring Circulars)

2, RBL2020-21/16
DOR. MNo.BE
BC/3/21.04.048/2020-
21 dated August 6, 2020
Resolution Framework
for COVID-19-related
Stress and REL2020-
21734 DORMNa.BRBCS
13 /21.04.048/2020-21
dated September 7, 2020
Resolution Framework for
COVID-19-related Stress
- Financial Parameters
[Hereinafter referred as
“Covid Relief Circulars”]

MSME Restructuring

circulars

I. Restructuring Under
MSME Restructuring
circulars

Eligible Borrowers

Borrowers falling under
category MEME borrowers,
MSME is defined in the Micro,
Small and Medium Enterprises
Development (MSMED) Act,
2006

Pre-Conditions

= Theaggregate exposure,
including non-fund based
facilities, of banks and

(11.] THE CHARTERED ACCOLINTANT
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MNEBFCs to the barrower
does not exceed T25 crore
as on Mareh 1, 2020

The borrower s account
was 3 ‘standard asset’ as on
March 1, 2020,

‘The restructuring of

the borrower account is
implemented by March 31,
2021.

The borrowing entity is
GST-registered on the date
of implementation of the
restructuring. However, this
condition will not apply o
MSMEs that are exempt
from G5T-registration. This
shall be determined on the
basis of exemption limit
obtaining as on March 1,
2020,

Agsel classification of
bkorrowers classified as
standard may be retained as
sueh, whereeas the accounts
which may have slipped
into NPA category between
Mareh 2, 2020 and date

of implementation may

be upgraded as ‘standard
asset, as on the date of
implementation of the
restructuring plan. The
asset classification benefit
will be available only if the
restructuring is done as per
provisions of this circular.

As hithereo, for accounts
restructured under these
guidelines, barks shall
maintain additional
provision of 5% over and
above the provision already
leld by them.

Account should not have
been already restructured in
terms of the circular dated
January 1, 2019,
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Details of restructured
accounts should be disclosed
in notes to accounts in format
specified in circular.

2. Covid Relief Circulars

Eligifale Borrowers are borrowers
other than

a.  MSME borrowers whose
aggregate exposure to
lending institutions
collectively, is 25 crore or
less as on March 1, 2020,

b, Farm credit as listed
in Paragraph 6.1 of
Master Direction FIDID,
COPlan 1/04.09.01/2016- 17
dated Juby 7, 2016 (as
updated) or other relevant
instructions as applicable to
specific category of lending
institutions,

¢, Loans to Primary
Agricultural Credit
Societies (PACS), Farmers
Service Societies (F55)
and Large-sized Adivasi
Multi- Purpose Societies
(LAMPS) for on-lending to
agriculture.

d. Exposures of lending
institutions to financial
service providers.

e, Exposures of lending
instituticns to Central and
State Governments; Local
Government bodies (eg,
Municipal Corporations);
and, body corporates
established by an Act
of Parliament or State
Legislature.

[, Exposures of housing
finance companies where
the aceount has been
rescheduled in terms of para
2{1}{zc)ii) of the Master
Circular - The Housing

e ical ang
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Finance Companies (NHE)
Directions, 2010 after
March 1, 2020, unless

a resolution plan under
this framework has been
invobied by other lending
institutions. However,
from the date of this
eircular, any resolution
necessitated on account

of the economic fallowt of
Covid-19 pandemic, shall be
undertaken only under this
framework,

Reference date : 1* March
2020

Date of Invocation: date on
which both the borrower and
lending institution have agreed
te proceed with a resolution
plan under this framework,
Date of invocation shall not be
later than 31 December 2020

Board of Directors of Bank
should lay down Board
App'ruvcd Palicy {include
eligibility criteria for borrowers
& due diligence consideration)

Personal Loans

Personal Loan refers to loans
given to individuals and consist
of {a) consumer credit, (b)
education loan, {c} loans given
for creation/ enhancement of
immaovable assets (e.qg., housing,
etc,), and (d} loans given for
investment in financial assets
(shares, debentures, etc.),

Conditions

s Standard, but not in default
fior more than 30 days with
the lending institution as on
March 1, 2020,

«  Resolution framework
must be implemented
within 20 davs from the
date of invecation.
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+  Resolution under this
framework may be invoked
nat later than December 31,
2020

+  The concessions /
moratorium under
resolution plans shall be
subject to a maximum of
two years

Criteria for Implementation of
Resolution Plan

¢ Execution of
Documentation

»  Changes are updated in
system/ books

+  Borrower is not in default
with the lending institution
as per the revised terms.

Asset Classification &
Provisioning

«  Lending institutions shall
keep provisions from the
date of implementation,
which are higher of the
provisions held as per
the extant IRAC norms
immediately before
implementation, or 10
percent of the renegotiated
debt exposure of the
lending institution post
implementation.

Reversal of provision

+  Half of the ahove provisions
may e written back upon
the borrower paying at
least 20 per cent of the
residual debt without
shipping inte NPA post
implementation of the plan,
and the remaining half may
be written back upon the
Borrower paying another 10
per cent of the residual debt
without slipping into NPA
subsequently,

‘Bank Audit

Loans Other than Personal
Loans referred above

Conditions

«  Standard, but not in default
for more than 30 days with
the lending institution as on
March 1, 2020,

«  Incase of multiple lending
institution Resolution
framework is approved
by lenders having 75% of
total outstanding (FB +
NFB} and 60% of lending
institution in numbers

+  Resolution framework
must be implemented
within 180 days from the
date of invocation,

«  Resolution under this
framewark may be invoked
not later than December 31,
2020

«  The concessions |
maratorium under
resolution plans shall be
subject to a maximum of
LW years

+  The Reserve Bank shall
constitute a committes
to decide financial
parameters which, in
their opinion would be
required to be factored
intoe the assumptions that
go into each resolution
plan, and the sector
specific benchmark ranges
for such parameters.
(Expert Committee}. The
financial parameters are
prescribed in BBL2020-
21/34 DOR.No.BRBC/ 13
[21.04.048/2020-21 dated
September 7, 2020

«  Expert Committes shall also
have the respansibility of
vetting the resolution plans
in respect of all accounts
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where the aggregate
exposure of the lending
institutions at the time of
invocation of the resolution
process is T 1500 crore and
above,

The concessions |
moratorium under
resolution plans shall be
subject to a maximum of
two years

The Resolution Pan

may involve any action

{ plan { reorganization
including, but not limited
to, regularisation of the
account by payment of all
over dues by the borrower
entity, sale of the exposures
to ather entities / investors,
change in ownership

and restructuring except
compromise settlement.

The securities, if any
received by Lending
Institution by conversion

of Debt into security shall
be governed by extant
instructions on investments.

The vatuation of Equity
Shares received as per
resolution plan shall be as
under;

Equity instruments, where
classified as standard, shall
be valued at market value,
i quoted, or else, should be
valued at the lowest value
arrived using the following
valuation methodologies:

i.  Book value (without
considering "revaluation
reserves, if any) which is
to be ascertained from
the company's latest
audited balance sheet.
The date as on which
thie latest balance sheet
is drawn up should not

anax8a.pressmart.com/TheCharteredAccountant/print.html

precede the date of
valuation by more than
18 months. In case the
latest audited balance
sheet is not available
the shares are to be
collectively valued at
Re.l per company.

it. Discounted cash flow
method where the
discount factor is the
actual interest rate
charged to the borrower
on the residual debt
post restructuring plus
a risk premium to be
determined as per the
board approved policy
considering the factors
affecting the value of
the equity. The risk
premium will be subject
to a floor of 3 per cent
and the overall discount
factor will be subject to
a floor of 14 per cent.
Further, cash flows
{cash flow available
from the current as
well as immediately
prospective (nol more
than six months) level
of operations] ocourring
within 85 per cent of
the useful econonic life
of the project only shall
be reckoned.

Equity instruments, where
classified as NPA shall be
valued at market value, if
quoted, or else, shall be
collectively valued at Re.l.

# Incase the lending
institutions convert any
portion of the debt into
any other security, the
same shall eollectively
be valued at Re.1.

#  Resolution plans in
respect of accounts
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where the aggregate
exposure of the lending
institutions at the

time of invocation of
the resolution process
is 10K crore and
above, shall reguire

an independent credit
evaluation (ICE) by any
one credit rating agency
{CRA)

= Additional Lending and
Repayment should be
routed through escrow
mechanism.

Criteria for
implementation of
Resalution Plan

«  Execution of ICA
within 30 days by
lenders having 75% of
total outstanding (FB
4+ NFB) and 60% of
lending institution in
numbers

«  Changes are updated in
systemn/ books

«  Borrower is not in
default with the lending
institution as per the
revised terms.

Asset Classification &

Provisioning

«  Additional Finance
standard till
implementation
of resolution plan
— Standard, if not
implemented within
180 days then
classification based
on extant guidelines
for additional finance
or based on original
facility whichever is
WOISE.

+  Incase where
Resolution plan is
implemented

AT IS Qg
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vide circular RBI/2018-
19/ 203 DER. Mo BIX

residual debt without
slipping into NPA

o For lending institutions
which signed 1CA

within 30 days : higher post implementation BC45/21.04.048/2018-19 dated
of the provisions held of the plan, and the June 7, 2019 with a view to

as per the extant IRAC remaining half may providing a framework for early
norms immediately be written back upoen vecognition, reporting and tme
before implementation, the borrower paying bound resolution of stressed

or 10 percent of the another 10 per cent assels.

of the residual debt
without slipping into
NPA subsequently.

total debt, including the
debt securities issued in
terms of clause 30, held
by the ICA signatories

past-implementation of
the plan (residual debt).

The RBI circular RE1/2019-
200219 DOR.No. BP.
BCH2/21.04.048/ 201920 dated
April 17, 2020 on COVIDIS
Regulatory Package - Review
of Resolution Timelines under
the Prudential Framework on

«  Inrespect of the
others while half of
the provisions may

o Lending institutions be reversed upon

which did not sign the repayment of 20 Resolution of Stressed Assets
ICA within 30 days percent of the carrying  states as under;

of invocation shall, debt, the other half In respect of accounts
immediately upon the may be reversed upon syhiich vera withirs the
expiry of 30 days, keep repayment of another Baview Pisiod as on ilarch
provisions of 20 per 10 per cent of the

1, 2020, the period from
March T, 2020 to May 31,
2020 shall be excluded from
the calenlation of the 30-day
timeline for the Review
Period. In respect of all

such accounts, the residual

cent of the debt on their
books as on this date
(carrying debt), or the
provisions required

as per extant IRAC
norms, whichever is

carrying debil subject
tar the required IRAC
provisions being
miaintained.

Performance Monitoring

higher. Even in cases
where the invocation
lapses on account of
the thresholds for ICA
signing not being met,
in terms of clause 18
of RBI cireular, such
lending institutions
which had earfier
agreed for invocation
but did not sign the [CA
shall also be required
to hold 20 percent
provisions on their

»  Default within monitoring

period {i.e. 10 percent of
the residral debt, subject
to a mininnn of ;e year

[fran the commencement of
the first payment of interest

or principal (wiichever is
later)) shall trigeer review
period of 30 days,

If default continues then
downgraded to NPA from

the date of implementation

of the resolution plan
or the date from which

Review Period shall resume

from June 1, 2020, upon

expiey of which the lenders

shall have the usual 180
cays for resolution,

In respect of accounts
where the Review Period
was over, but the 180-day
resolution period had
not expired as on March
1, 2020, the timeline

for resolution shall get
extended by 90 days from

the date on which the 180-

carrying debt. the borrower had been i G
Reversal of provision classified as NPA before day period was originally set
implementation of the plan, S ENpATE
? h.-' Kesplect of ICA whichever is earlier. The requirement of making
signatories within 30 additional provisions
days Half of the above Extension for Resolution

provisions may be
written back upon the

of Stressed Assets
REB1 has issued direction

specified in paragraph 17 of

the Prudential Framework

: shall be triggered as and
borrower paying at ‘Prudential Framework for when the extended resoluti
least 20 per centof the  Resalution of Stressed Assets’ mEm
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Ind AS Alert

Indian Accounting Standards: Update

Exposure Draft of Amendments to Ind
AS 37, Ind AS 16, Ind AS 103 and Annual
Improvements to Ind AS (2021) - The ASB
has issued the Exposure Dralts on February 18,
2021, proposing the following amendments to
Ind AS corresponding to the amendments to
pespective 1IFRS Standards for secking public
comments:

(i} Onerous Contracts—Cost of Fulfilling
a Contract (Amendments to Ind AS
37, Provisions, Contingent Liabilities
amed  Contingent Assets) - Proposed
amendments  specily which costs an
entity includes in determining the cost
of fulfilling 2 contract for the purpose of
assessing whether the contract is onerous.

(ii} Property, Plant and Equipment:
Proceeds  before  Intended  Use
(Amendments to Ind AS 16, Property,
Planmt and Egquipments) - Paragraph
170e) of Ind AS 16 specifies that directly
attributable costs includes the costs of
testing whether an asset is functioning
properly, after deducting the net proceeds
from selling items produced  while
bringing the asset to the location and
condition necessary for it to be capable
of operating in the manner intended by
management. Amendments to Ind AS
16 proposes to prohibit an entity from
deducting the proceeds from selling items
produced before that asset is available for
use (procesds before intended wse) from
the cost of an item of property, plant and
equiprment.

(iii) Reference to the Conceptual Framework
{Amendments o Ind AS 103, Business
Contliinations) — Amendments propose
to replace the reference to the Conceptual
Framework and to add an exception to its
recognition principle to avoid any changes
to the assets and labilities recognised in a

business combination and also to clarify
the requirements for contingent assets—
that is, possible assets whose existence is
uncertain.

(iv) Annual Improvements to Ind AS (2021) -
Amendments are proposed to Ind AS 101,
Ind AS 109 and Ind AS 41 corresponding
to amendments to IFRS Standards issued
by 1ASE as part of its annual improvements
process.

The Exposure Drafts of aforesaid amendments
to Ind AS can be assessed at e fcal.
argfpostlerposure-drafts-of-amendnents-
to-indas-for-gomuments  The last date for
submitting comments is March 20, 2021.

Amendment to Ind AS corresponding
to amendments to IFRS Standards due
to IBOR Phase Il project of IASE - The
amendments focus on the effects on financial
statements when a company replaces the old
interest rate beinchmark with an alternative
benchmark rate as a result of the reform, The
amendments relate to specific reguirements
of these Ind AS to assist companies to provide
investors  with  wseful  information  about
the effects of the reform on the Anancial
statements. As informed to stakeholders in
the last edition of Ind AS Alert, the Exposure
Draft of Amendments to Ind AS 104, Ind AS
107, Ind A5 108 and Ind AS 116 corresponding
to respective IFRS Standards was issued by
the ASE of ICAl secking comments from
stakeholders. The Amendments to Ind AS,
as finalised and approved by the ASE and the
Council of the ICAI have been submitted to
NFRA as per due process.

Educational Material on Ind AS 105,
Now-carrent  Assets feld  for Sale and
Discontinued Operations - As a part of Ind
AS Implementation initiatives, the ASE has
issued the Educational Material on Ind A% 105,
The same can be assessed at (s i feal,
orgpost/educational-material:on-indas: {05

Contributed by ﬂtmuminﬁ Standards Board of ICAL Comments can be sent to ashapicaiing Refer hitps:/ fwwswlicadong post.

el Tpaost_id=14058 for In

Implementation Guidance

LEH
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IFRS Foundation & IASB: Stakeholder
Consultations

{A) Exposure Draft: Regulatory Assets and

Regulatory Liabilities

The 1ASE  has proposed a new
accounting standard that would reguire
companies  subject to rate regulation
to  give investors hetter  information
about  their  financial  performance.
Fate regulation determines how  much
compensation a company s entitled to
charge customers for goods or services
supplied in a period and when the company
can include that compensation in the
regulated rates charged. In some cases, a
difference in timing arises because part of
the compensation for goods or services
supplied ina period must be included in the
rate charged for goods or services supplied
in a different peried (past or future),

When those differences in timing occur,
the revenue reported by a company far
a period in its statement of financial
pevformance and the assets and [abilities
reported in its statement of fnancial
position dao not give a complete picture of
the compensation that the rate regulation
entitles the company to charge for goods or
services supplied in that period. Currently,
IFItS Standards do not require companies
to inform investors about those differences
in timing. The proposed Standard waould
introduce a requirernent for companies
to give investors such information by
reparting regulatory assets and regulatory
liabilities in their statement of financial
position, and related regulatory income
and regulatory expense in their statement
of financial performance. This information
would help investors understand which
fluctuations in the relationship between
a company’s revenue and expenses are
caused by those differences in timing
so that investors could make better
assessments of the company's prospects
for future cash flows. If finalised as a new
IFRS Standard, the LASE’ proposals would
replace  1FRS 14 Regulatory  Deferral
Accounts.

WAL T Org
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To  invite. comments from  Indian
stakeholders, the above Exposure Draft
has been issued, with last of comments
being May 10, 2021, by the ASE of ICAl at
its website and the same can be assessed at
inttpss e ical.orglpost/ed-regulatory-
assels-and-repulatory -liabilitics

(B} COVID-19 related IFRS 16 amendments

The 1ASE had added a project to the work
plan to extend the time period over which
the practical expedient in paragraph
46A of IFRS 1645 available for use, The
practical expedient permits lessees not to
assess whether particular rent concessions
occurring as a direct consequence of
the COVID-19 pandemic are  lease
maodifications and, instead, to account
for those rent concessions as if they were
not lease modifications. The 1ASE added
this project in the light of {a) information
about lessors continuing to grant COVID-
19-related rent concessions to lessees; and
1) the ongoing significant effects of the
COVID-19 pandemic. The LASE had issued
the Exposure Dralt proposing amendment
to IFRS 16 to extend the availability of
the practical expedient in paragraph 464
so that it S,PF“!;.‘.H‘ to rent concessions for
which any reduction in lease payments
affects only payments originatly due on
or before 30 June 2022, provided the
other conditions for applying the practical
expedient are met. The shorter period of
14 days till February 25, 2021 was provided
for comments. The 1CAl has summited
the comments on the Exposure Draft,

(C) IFRS Interpretation Committee (IFRS

1C) Agenda Decision: The [FRS IC from
time to time issues Tentative Agenda
Decisions for public comments across the
globe on various issues considered by it
In this regard, following Tentative Agenda
Decisions are issued with last date of
comments being April 14, 2021:

= Costs Necessary to Sell Inventories
(IAS 2)

*  Preparation of Financial Statements
when an Entity is No Longer a Going
Concern {IAS 10)
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.National Update

RBI sets rules t"m' dlgu;al payments in India

The Reserve Bank of India (RB1) published detailed
guidelines to strengthen Indias digital payments
architecture and improve security, control and
compliance among banks, gateways, wallets and
other nonbanking entities that are at the vanguard
of helping New Delhi achieve its goal of a "less-
cash” economy, The new rules come at & time when
India’s burgeoning payvments ecosystem has seen
increased instances of outages, frands and cyber
breaches. The new rules set the framework for
all regulated entities to standardise their security
operations to emulate best practices defined by
dint Road. The RBI clreubar on payments security
will have implications for not only banks but also
third party payments apps. These rules are directly
applicable for scheduled commercial banks, small
nance banks, payment banks and credit card-
issuing NBFCs. The new set of norms also species
the criteria under which regulated entities can form
partnerships and interact with third-party apps
and ecosystem plavers such as mobile applications,
payment operators and gateways.,

Source: Rltps A feco e e St Ltk coim

MCA to lift open the ownership’ veil on Limited
Liability Partnerships

T ———————
After taking steps to identify the “real owners
(individuals)” with “beneficial ownership™ in
companies, the government has now turned its
gight on Limited Liability Partnerships (LLPs). It
has now decided to identify these individual(s)
holding/exercising significant ownership/control
in LLPs by requiring them to disclose details of
their “Significant Beneficial Owners” {SBOs)
so that those with “controlling interests™ are
identified. A beneficial owner -- different from a
begal owner -« 1 an individual who ultimately owns
or contrals more than 25 per cent lor spmetimes
even more than 10 per cent) of a company’s shares
or exercises control over the management. The
provisions around 5BOs in the Companies Act
2013 are proposed to be soon extended to LLP Act,
thie MCA has now said.

The whole intent behind obtaining SBO declaration
in LLPs is to find out the real owner of the entity
concerned,

(Source: https:/frbidecs.rbiongin/ )
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RBI permits residents to make remittances to

IFSCs under LRS
L E———
The Reserve Bank on  Tuesday permitted
resident individuals to make remittances under
the Liberalised Bemittance Scheme (LES) to
International Financial 5ervices Centres (1F5Cs)
in the country, The decision of the RBIL is aimed at
deepening the financial markets in the 1IFSCs and
providing an opportunity to resident individuals to
diversify their partfolios.

The EBL in a notification, said it has reviewed the
extant guidelines on LRS and decided to permit
resident individuals to make remittances under
LRS to IF5Cs set up in India under the Special
Economic Zone Act, 2005,

{Sorrce: htips:sAwww fivesint.coms)

MCA & CBIC sign MoU for exchange of data for
enhancing Ease of Doing Business in India

The Ministry of Corporate Affairs (MCA) and
the Central Board of Indirect Taxes and Customs
{CBICY recently signed a Memorandum of
Understanding (MOU) for data exchange between
the two organisations. The Moll was signed by
Ioint Secretary, MCA, and ADG, CBIC, Secretary,
MCA and Chairman, CBIC. The arrangement will
ensure that both MCA and CBIC have seamless
linkage for regulatory purposes, In addition
to regular exchange of data, MCA and CBIC
will also exchange with each other, on request,
any information available in their respective
databases, for the purpose of carrying out scruting,
inspection,  investigation and  prosecution.
Technelogy and data will play a critical role going
forward in fulfilling the Government’s vision of
minimum government, maximum governance and
both MCA and CBIC are well placed to fulfil this
vision. The Mol comes into foree from the date
it was signed and s an ongoing initiative of MCA
and CBIC, who are already collaborating through
various existing mechanisms. A Data Exchange
Steering Group has also been constituted for the
initiative, which will meet periodically to review
the data exchange status and take steps to further
improve the effectiveness of the data sharing
mechanism. The Mol! marks the beginning of a
new era of cooperation and synergy between the
two organisations.
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Call for academic research to inform the IASB's
post-implementation reviews of IFRS Standards
e o T OV ORI A N e T

The IFES Foundation is calling for research
proposals to  help inform the International
Accounting  Standards  Board’s planned  post-
implementation  reviews of three Standards,
focusing specifically on the quality of disclosures
provided by companies applying IFRS 9 Financial
Instruments,  together with  the disclosure
requirements in 1FRS 7 Financial Instruments:
isclosures, and on the disclosures required by
IFRS 15 Revenue from Contracts with Customers.
The deadline for submitting research proposals is
31 March 2021, Access more details about the call
for research on IFRS website,

Additionally, the Australian Accounting Review is
calling for papers for a spectal issue of the journal
that will focus on academic research related to the
application and impact of IFRS 9. Expressions of
interest to contribute to the speeial issue must be
given by 15 April 2021,

(Source: fltpsyvwwafreorg )

Voices Accountants can Save the Planet while
Helping Businesses Flourish

Sustainability data will be central to a corporation’s
long-term license to aperate and thus inseparable
from prospective financial return and risk. To
be viable, these reporting standards should be
focused solely on sustainability-related financial
disclosure tailored to the investor's needs. They
must relate to the economic value creation of the
business. However, their impact would be much
broader. The benehts would be threefold: First,
we would see better-informed dialogue between
investors and companies. A research has already
shown how companies with higher sustainability
ratings receive 15 percent more investment. At
the same time, the agreed standards would lead
to better alignment between the license to operate

WAL T Org
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and the demands of sustainable development.
Finally, they would allow businesses to see and
reflect on their performance in a new and radical
business environment, while keeping accountancy
relevant in the 21% century.

{Somrce: ittps:fwwiwaccountingtoday com)

FASB OKs goodwill alternative for private cos.,
nonprots

The Financial Accounting  Standards  Board
approved a tweak to the goodwill rules for
private businesses and not-for profits, giving
them more flexibility on when to do impairment
assessments of triggering events. FASE voted to
approve the goodwill triggering event alternative
during a virtual board meeting last week,
giving privately held companies and nen profit
organizations the ability to put off doing an
impairment assessment until they have to prepare
an annual report, instead of needing o monitor
and measure such events throughout the year
Entities won't be required to provide incremental
disclosures as a result of the nal amendments
that are coming out from FASE. The move comes
at a time when FASE has been providing extra
flexibility during the COVID-19 pandemic to
both private and public companies, as well as
non-profits. It has been delaying effective dates
for & year or more to give them more time to deal
with not only the pandemic, but alsa the constant
succession of accounting standards they have
needed to implement at their organizations. At the
same time, FASE has been continuing work on a
larger goodwill impairment project that has been
the subject of debate among its stakeholders.

FASE is expected to ssue an Accounting Standards
Update soon, however, on the tweak in the
triggering event rules for private companies, but
that too could have an impact on companies that
zo public.

{Sorrce: Tttps: S acconntingtoday com)

THE CHARTERED ACDOLTNTANT | MARCH 3021 125

123/146



3/5/2021

1|50:
B

anax8a.pressmart.com/TheCharteredAccountant/print.html

Reference

ACCOUNTANT’S BROWSER

PROFESSIONAL NEWS & VIEWS PUBLISHED ELSEWHERE

e of sovme wseftil articles taken from Periodicals received far the reference of Faewlty/Stederts & Membors

af the fistitnie,

| 1. |A.ccnunt;mcy |

Does IFRS mode of annual reporting meet the
expectations of the investor? A case study of Dr
feddy’s laboratories limited by Soleman and K V
Achalapathi. fedian Jowrnal of Accounting, Vol 5271,
2020, ppA7-T4.

Has tax and accounting relationship come to nothing?
An investigation into the decizion usefulness of
financial information disclosure by Koholga Ormin
and Bashir Tijjani. Jeurnal of Accounting amd
Taxation, Vol.12/4, 2020, pp.157-174.

| 2. | Auditing |

Fraud risk management in internal awdit by Deepjec
Singhal and Manish Pipalia, Bombay Chartered
Acconrtant Jowrnal, Vol.52-B/4, lanuary 2021, pp.33-
36,

Independence of statutory auditors- Controversies
and remedies by Somnath Ghosh. fadian fourmal of
Accommting, Vol 5271, 2020, pp.83-91

Reporting in Secretarial Audit- A Transformational
perspective by Abhinav Kumar K P Chartered
Secretary, Vol.51/1, January 2021, pp.138-141.

| 3 |Econumic:5 |

External  debt and growth: Role of stable
macroecononde policies by Sima Rani Dey and

Mohammad Tareque, Journal of Econmmics, Finance
and Admrinistrative Scfence, Vol 25050, 2020, pp.185-
204

Indian Economy : Independent Economic Policy by
Madhusudhanan S The Global Analyst, Vol10/1,
lanuary 2021, pp.24-26.

RBI working group recommends changes to banking
guidelines by Abdullah Fakib, Chartered Secretary,
Vol.51/1, January 2021, pp.128-132.

Relationship between Economic Growth and Foreign
Direct  Investment & Global Competitiveness;
Indian evidence by Subrata Roy, fwdian Jorraal of
Accotnting, Vol.52/1, 2020, pp.16-33.

] 4. | Management |

Evolution of corporate povernance in Angla-
European Jurisdictions- An overview by O, Ravi.
Chartered Secretary, Vol51/1, January 2021, pp.a6-
B,

| 5. | Taxation and Finance |

Progression of direct tax revenue in India- An
assessment by 5. fayadev and Anupama B. fadian
fowrnal of Accounting, Vol.52/1, 2020, pp.75-82.

Recent development in G5T by G.G. Goyal and C.B.
Thakar. Boembay Chartered  Acconntant  fowrnal,
Wol.52-B/4, January 2021, pp.91-93.

c-mail at libraryaicaiin,

i Full Texts of the above articles are available with the Central Council library, HCAlL which can be referred
on all working days. For further inguiries please contact on 011-30110419 and 011-301 10420 or by
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Legal Update

Legal Decisions

Income Tax

LOVEISTOT, [ITAT Deifi: ITA. No. 4965/ Dl 2076].
Dy, Commissioner of Income Tax Vs,
DLF Assefs Pel. Lid,, 25/01/2021
Assessee was engaged  in o developing,
leasing as well as maintenance and operations of
commuercial properties under SEZ. Section 80-1AB
deduction allowed on rental income derived from
SEZ which was reported under the head of “Income
from House Property” for AY 2012-13. Revenue had
denied deduction on the ground that deduction
under section80IABR is available only from the
profits and gaing derived by an undertaking from
any ‘business. As per ITAT, profits should be
derived from eligible business irrespective of head
of income. Head of income would not be a limiting
ar debilitating factor as per [TAT.

LB/ 108, [Telangana High Courd: WE Noz. 19243 and
18258 of 2020], Business parks Hyderabad Pel, Lid, Vs,
Income Tax Department, 22/017 2021

Adjustment of refund under section 245 against
stayed demand, in excess of 20%, held to be
illegal. High Court directed refund of amount
so adjusted alongwith interest @ 15% p.a. within
4 weeks to the assessee. For appeal pending for
AY 2017-18, assessee had paid 10% of disputed
total demand of T 801 crore and requested the
Revenue to adjust balance 10% amounting to
80lakbs against refund pending for AY 18-19 and
the Revenue however adjusted refund of T 1.30
crove without prior intimatien, High Court held
that invocation of Section245 without giving
prior written intimation about the proposed
adjustment  of refund against the outstanding
dermmand is bad in law. At best only 80lakhs of
refund was adjustable as per the High Court as per

LO/ES 109, [Deihi High Cowrl: WR (G} 8020720787,
Sarita Puri V5, Principal Commissioner of lngame Tax-
18 & Any, 2200072027

Petitioner had preferved a Writ petition for AYs
2011-12 and 2013-14 against against incorrect
calculation of refund and interest under section
2444 which was due to petitioner’s late husband.
Revenue submitted that refund was granted to
the Petitioner on the basis of records furnished.
High Court rejected the petition holding that there
is temedy provided for under the statute which
should be followed prior to invoking Article 226 of
the Constitution,

LO/E5/110, [ITAT Mumbal: ITA No.GS28/M/2018],
Shiri Shatlendra Bhandarl Va. Asst Comymissioner af
Income Tax, 21002021

The assessee had paid an advance of ¥ 10.75 crore

o a builder against booking of Flat, which booking
was cancelled later and the builder returned the
said amount alongwith a compensation of ¥ 2.5
crores. Cancellation had to be done since builder
was not allowed to raise the building height upto
a level on which the flats were to be constructed.
Revenue rejected assessee’s stand that said T 25
crore formed part of the sale consideration and
was to be assessed under ‘capital gains' and rather
Revenue contended that the same was taxable as
Income from other sources. Revenue based their
argument on the fact that gain accrorcued on
transfer of shares in the immovable property did
which did not exist at all. I'TAT noted that transfer
of capital asset includes lransfﬂrring or enabling
the enjoyment of any immovable property by way
of becoming a member of or acquiring a share
in a company or by way of any agreement or
arrangement of in any other manner whatsoever.

LOVES/TT1, [Dethl High Gourt: WP (C) 2852020,

CM Nos. 857720207, Tahilfan) Desion Private Limifed

Vs, Joint CIT, Contral Wing, Cenfral Range-8, Deff,
180772021

Pursuant to search and seizure, the assessee had

Contrduired by OA. Sabed farsad, 5T & Dafoeor Tonep Comainier (DA Mamelor Tlangd Disciplisary Derevioraie amd ICA Pdiiprial Bpard Secrenirdar, For deialli pleisr vosr
Fudirorial Page wwlpage de kg s vl g g padtiarial-Foard, Ry oo Devdied o wiad Pl jovsomesnis on the wlarfion of caim anad dheir sty af dhosedgploai o For fid

Jerslprrarat wride do by in
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Legal Update

approached the Settlement Commission pursuant
to notices served under section 153A for AYs 2013-
14 to 2018-19, despite which the Revenue passed
the order under section 271DA for violation of
provisions of Section 2695T for AYs 2018-19 &
2019-20. High Court observed that powers of the
Settlement Commission under section 2450(4) to
pass such order as it thinks fit are not confined to
matters covered by the application but also extend
to “zny other matter relating to the case not covered
by the application, but referred to in the report of
the Principal Commissioner or Commissioner’
High Court held that Settlement Commission has
exclusive jurisdiction on the imposition of penalty
in matter before it.
LOVET 12, [Bomiiay High Court: ITh. Mo, 1544 af 2012],
Commissiener of Incoms Tax T Vs
Liermpses Chemueals B Lig, 187017 2021

During pendency of Revenues appeal before the
HC, assessee opted for settlement under the Vivad
se Vishwas Act and upon payment of the amounts
as arrived at the by the designated authority, sought
for withdrawal of appeal by the Revenue. High
Court observed that having allowed an assessee to
opt for settlement and having determined the tax
payable, it would be wholly unjust and unfair to
allow the Revenue to continue proceeding with the
appeal pending in the High Court notwithstanding
settlement of dues ofthe assessee under the scheme.
High Court clarified that even when the income tax
department is in appeal before the High Court the
assessee can ask for settlement under the Act and
if he pays the determined tax amount, the income
tax department would be under an obligation to
withdraw the appeal.

LOAGESTT3, [ITAT Bench Mumbai: ITA. No, 3788/
Mum/Z2018], Mis Go Airlines (lndia) Limited Vs

eputy Commssigner of lncome Tax -5(1)T),

13007 2027

Unabsorbed depreciation being lower of, brought
forward loss and unabsorbed depreciation as
pet books of account, direeted to be reduced for
the computation of book profits under section
115)B in case of assessee. Assessee had reduced

18 THE CHARTERED ACCOUNTANT | MARCH 2028
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depreciation for computing its book profit under
section 115[B in AY 201 1-12 and 2013- 14, however
the Revenue had denied the reduction ‘to eliminate
the multiple relief) Unless the entive loss as pee
books of accounts gets wiped out by profits earned
in subsequent years, the said loss would continue
to remain in the balance sheet of the assessee
i.e. "books of accounts” and would be eligible for
reduction for purpeses of Section 115]B.
LI/Ga/174, [ITAT Mumbai: ITA, Nos. 3590 & 3592/
MUA2075], By, Commissiorer of Income Tax, ¥s.
Mes. Refiance infrastrocture Lid,; T3/01/2021

Interest on  external commercial borrowing
(ECB) utilised by assessee-company for making
investment in its sister concern held to be an
allowable business expenditure since income from
such investment was offered to tax by the assessee,
Revenue alleged that the assessee had made
indirect investment in Reliance Communications
Ltd. (RCL) through Mauritius  protected
investment vehicle "Pluri Cell E' {who issued yield
management certificates linked to RCL shares) and
disallowed proportionate interest holding the same
was not related to business purposes, ITAT stated
that after taxing the income from application of
funds, the AOQ eannot tuen his back and elaim that
the expenditure on borrowing is not allowable as
business expense.

LO7E/ T 15, [ITAT Peie: ITA, No. B31/PUN/2D1 7],
CCIT Vs, Mz, Barclays Technology Cantre Indiz Pyl
Lid, 12/07/2021

Dizallowance disallowance under section 40a)
{ia) for TDS non-deduction under section 194]
on leased line charges paid by assessee-company
deleted by the ITAT. Leased line charges paid
by the assessee was in the nature of TRoyalty'
under the terms of Explanation 6 to Section 9(1)
{vi), inserted by the Finance Act, 2012 woref O1-
06-1976, ITAT noted that Finance Act; 2012 was
enacted somewhere after the close of the FY, 201 1-
12 {i.e. AY 2012-13), explains that the Fability to
deduct tax at source can be fastened only under
the law prevailing at the time of payment and
if no liability exists at the time of payment, any
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subsequent retrospective amendment cannot be
enforced against the paver.

Pune ITAT deletes disallowance under section
#0 (a)ia) for TDS non-deduction under section
194] on leased line charges paid by assessee-
company during AY 2012-13 acknowledges that
the leased line charges patd by the assessee was
in the mature of ¥ Royalty' under the terms of
Explanation 6 to Section9{1){vi), inserted by the
Finance Act, 2012 w.oref 01-06-1976. However
noting that the Finance Act, 2012 was enacted
somewhete after the close of the EY 2011-12
fi.e. AY 2012-13), explains that the liability to
deduct tax at source can be fastened only under
the law prevailing at the time of payment and
if no liability exists at the time of payment, any
subsequent retrospective amendment cannot be
enforced against the payer,

LO/B3/118, [ITAT Bangalore; IT4, No. 282/Bang/2017]
hl/s. Kamalaka Power Corporalion Limifed, Bengalur
Vs, The Asst. Commissioner of Income-tax, T1AN2021

Revenue had donea suo-moto rectification of issues
which were not raised in appellate proceedings.
ITAT dismissed the same holding as time-barred
under section 15H7) Revenue calculated the
period of limitation from the date of order passed
after ITATs remand order instead of the date of
assessment order initially passed by applying the
doctrine of merger. Doctrine of merger applies only
in respect of such items which were the subject
matter of appeal. If the matter of dispute is same
in two rectification arvders passed then the period
of limitation would be caleulated from the date of
first rectification

GST
LGS/ 117, (20027 -THOL- 14 P-HO-AHM-GST]
Niptn o Bhagat Proprielor of Steel Kraft
Indistrips Vs, Siate Of Gujaraf, 0400 /2021
The Blocking of Electronic croreedit Ledger under
rule 86A of the CGST Rules is permissible only in

circumstances mentioned in the said rule and not
for recovery of tax dues of the entity where the

WAL T Org
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assessee was a director for some period of time. In
the above case, the Hon'ble High Court held that
Rule 86A can be invoked only if the conditions
stipulated therein are fulfilled. In other words, it is
only if the Commissioner or an officer authorized
by him has reasons to believe that the croreedit
of input tax available in the electronic eroreedit
ledger has been fraudulently availed or is ineligible
for the reasons stated in Rule 86A(1)a) to {d) that
the authority would get the jurisdiction to exercise
the power under Rule 86A of the Rules, It therefore
cannot be inveked for the recovery of dues of any
other company.

SERVICE TAX

LO/BS/ 118, [2027-TIOL-84-CESTAT-DEL,

M/s Beokay Engineering Corporation Lid, Vs
Pringipal Commissiongr Of Cenlral Tax And Cenlral
Excise, 27/01/203

Indivisible Turnkey contracts are not liable to
service tax prior to 01-06-2007. [n the above case,
the Hon'ble Tribunal did not accept the argument
of the Revenue that the contracts are divisible,
It noted that an identical matter was decided by
the court in respect of the same assessee in the
case of Beekay Engineermg 2007-TIOL-1116-
CESTAT-DEL. It further held that the Hon'ble
Supreme Court in the case of CCE, Kerala vs.
Larsen and Toubro Ltd. - 2015-THOL-187-3C-5T
has categorically held that the Works Contracts
invalving the supply of goods as well as the
provision of services cannot be subjected to
service tax for the period up to 31.05.2007. Since
the entire demand in the present case is prior to
01.06.2007, the demand is not sustainable, as has
been held in the impugned order. The Tribunal
also held that when the applicability of judgment
of the Supreme Court in the case of Larsen and
Toubro Ltd (supra) to the appellant's case was
decided by the Tribunal, Commissioner was
required to follow the judicial discipline. The
impugned order was therefore set aside and the
appeal was alloweds#

- =
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EXCISE

LOVERSTIE, 2027 TIOL-257-HE-MAD-CX], In-the High
Court of Madras Commissioner of Cemltral Exgise 15
Mi's Aswin Textiies Pyl Lid., [20-01-2021]

When an employee of the assessee committed
bona-fide mistake of availing CENVAT croreedit
based on the CVD amounts mentioned on the
Bill of entries by custom authorities, although no
CVD was paid and reversed the same along with
interest when pointed out by the department
during the audit and the department issued Show
Cause Motice for imposing penalty under section
11ALC of the Central Excise Act after 2.5 vears, the

provisions of section 11AC cannot be said to be
attracted on the ground of intention to evade tax.

LEVERs 120, [2027- Tl -216-HE-AHM-CX],
Cabon Apparels Pyt Lid, b
The Commissioner Central Excise, 180172021

When the tribunal was convinced as regards the
actual export of the goods and that a report of the
superintendent verifying the actual physical export
of gonods based on shipping hills and BRC etc was
available on record, the tribunal was not right in
remanding the matter back to the adjudicating

authority,

Disciplinary Case

Signing of Balance sheet, Profit & Loss Acconnt
and Audit Report without holding certificate
of practice (COP) -- Held, Respondent is guilty
of professional misconduct within the Clawse
{1} of Part Il of the Second Schedule to the
Chartered Acconntants Act 1949

Held:

In the instant case, the allegation against the

(5] THE CHARTERED ACCDILUINTANT | MARCH 2021
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Respondent is that he signed the Balance sheet,
Profit & Loss Account and Audit Report for
the financial year 200210 without holding
certificate of practice, The Respondent in his
defence submitted that he signed the financial
report of the firm for the Financial Year 2009-
10 unintentionally as he was not aware that his
certificate of Practice has been cancelled due
to non-pavment of fees and further accepted/
admitted his mistake. Thé Committee noted
the provision of Section 6 (1) of the Chartered
Accountants Act, 1949 states that “no member of
the Institute shall be entitled to practice (whether
in India or elsewhere) unless he has obtained
from the Council a certificate of practice” Thus
the Respondent has clearly violated the provisions
of Act and is prima facie guilty as admitted by
him. In view of above noted facts, the Committee
was of the opinion that the Respondent 15 guilty
of professional misconduct falling within the
meaning Clause (1) of Part I of the Second
Schedule to the Chartered Accountants Act,
1949 (a5 amended).

WAL HC, TNy
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Circulars/Notifications

Given brelow are suwmumarised important Circalars and Notifications issued by the CEDT, CRIC-GST,
MCA and FEMA since the publication af the last isswe of the fournal, for information and wse of members.
Readers are vequested to ase the citation/website or weldink te access the full text of desived civewlars

nadification. Supgestions on tlis column can be sulbmitted ot eboard@ical.in

I. NOTIFICATIONS

1. Procedure, Formats and Standards
of issue of Permanent Account Number
{BAN] - Naotification No. 01/2021, dated
08-02-2021

This Notification supersedes Notification No.
072018 dated 27.12.2018. Vide this notification,
DGIT{Systems) has laid down the procedure,

format and standards for issue of PAMN.

Refer:  hitpe/dwwwdncornetaxindia gov.in/oommmunications’
nptifcationmotifcation 02 ] pdf

2. Neotification w/s 138 for sharing of inforrmation
with “Chielf Execulive Officer, Center for
e-Governance, Government of Kamataka” -
Notification No. 05/2021, dated 1T1-02-2021

In exercise of the powers conferred by section
138{1)}a), the CBDT wvide this notification has
directed that DGIT(Systems), New Delhi shall be
the specified autherity for furnishing information
to CEQ, Center for e-Governance, Government
of Karnataka. The mechanism of sharing of
information is  specified vide Ovder dated
11.02.2021.

Befer:  Retps:sww incoreta i i gov. i comemanica liauns’
nelification/notification 5 2021 pdf

il. PRESS RELEASES/INSTRUCTIONS/OFFICE
MEMORANDUM/ORDER

1. Clarification regarding approval foratiachment
provided in the Order dated 19.710.2020 (ssued
ws 119 - CGffice Memorandum, dated 19-01-
2021

CBIXT has clarified that the prior approval of Pr.
CIT/ e DITICIT/NT concerned shall be required

for requisition w/s 226(2) and issuance of notice
ufs 226(3) wet. Oeder ufs 119 dated 19.10.2020
wherein, at Para 2 the provision of approval for
attachment of movable or immovable property by
A or Tax Recovery Officers {TRO) is mentioned.

Refer:  Iurpse/fwwwincometaxindia govin/ListsLatest %20
News/Avbachntents/ 436/ Clartfication_ TRO Mise_ Cowmin 30
_2ipdf

INDIRECT Boad
TAKES
[ 1. CIRCULARS

Standard Operating Procedure
{50P) for implementation of the provision of
suspension of registrations under sub-rule (2A)
ol rule 21A of CGST Rules, 2017

The CBIC has issued Circular No, 145/00/2021
GST dated 11" February, 2021 to provide the
guidelines for implementation of the provision of
suspension of registrations under sub-rule (2A) of
rile 21A of the CGST Rules, 2017, till the time an
independent functionality for FORM REG-31 is
developed on the portal.

It has been clarified that the registration of
specified taxpayers shall be suspended on the
recommendation of the Council and system
generated intimation for suspension and notice
for cancellation of registration shall be made
available to the taxpaver on their dashboard on
common portal in FORM GST REG-17 till the
time FORM REG-31 is made functional on the
portal. The taxpayers, whose registrations are
suspended, would be required to furnish reply 1o
the jurisdictional tax officer within thirty days from
the receipt of such noetice [ intimation in FORM
GST REG-18 online through Common Portal,

Mattey v Direct ared (ndioeet Taves. i consribiotrd by ievct Tanes Committoe €651 & bdirct Fias Committes and Cerporssr Lises and Cinpatits Gonemans Commitber of 1041
audin

rexprutivedy. TEMA upditrs by CA- Manat Shad, CA Hineids Daviba and A Sudha G R
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Legal Update

The Proper officer, post examination of the
FESPONSE received from the said persan, may pass
an order cither for drapping the proceedings for
suspension/ cancellation of registration in FORM
GST REG-20 or for cancellation of registration
in FORM GST REG-19. Based on the action taken
by the proper officer, the GSTIN status would be
changed to “Active” or “Cancelled Suo-mota” as
the case maybe,

Such suspension can be revoked by the proper
officer by passing an order in FORM GST REG-
20 if he is prima facie satishied by the reply of the
taxpayer. Post sich revacation, the proper officer
can continue with the detailed verification of the
documents and recovery of short payment of tax,
if any. Further, he can re-initiate the proceeding
of cancellation of registration by ssuing notice in
FORMGST REG-17 if he finds that the registration
of the said person is liable for cancellation,

Detatled guldelinr_'s can be accessed from www,
chic.govin,

CUSTOMS
I. NOTIFICATIONS

Amendments in Customs (Import of Goods at
Concessional Rate of Duty) Rules, 2017

Customs (Import of Goods at Concessional Rate
of Dhuty) Rules, 20017 [IGCR Rules] have been
amended vide Notification No, 092021 -Custons
(N ddated 1T February, 2021 a5 under:

a. to allow job-work of the materials (except
gold and jewellery and other precious metals)
imported under concessional rate of duty

k. toallow 100% out-sourcing for manufacture of
goods on job-work

c. o allew imported capital goods that have
been used for the speciﬁcr.l purpose to be
cleared on payment of differential duty, along
with interest, on the depreciated value, The
depreciation norms would be the same as
applied to EOUs, as per Foreign Trade Policy,

Il. CIRCULARS
Systemic improvements regarding modification in

the Bond (B-17) Execution process
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The CBIC hasissued Cironlar No.O3 /2020 -Custarms
dated 3 Felbruary, 2021 toclarify thatincase of B-17
bond executed by EOU/STP/EHTPs in eapacity of
proprietorship or partnership firm, surety cannot
be given by proprietor/ partner himself. Such
sureties must be given by an independent legal
entity other than the proprietor/ partner of the
concerned proprietorship/ partnership,

oo Clarification on holding of AGM
LA through VO (Video Conferencing) or

"@] OAVM (Other Audio Visual Means)
=

The Ministry of Corporate Affairs via
Circular no. 02/21 dated 13" January, 2021 clarified
that companies whose AGMs were due to be held
in the year 2020, or become due in the year 2021,
are allowed to conduct their AGM on or before

317 December 2021 through Video Conferencing

(VC) or Other Audio-Visual Means (OAVM) ie
in accordance with the requirements as provided
in paragraphs 3 and 4 of the General Circular Mo,
2072020 dated 5™ May, 2020,

An announcement in this regard, has also been
hosted on the ICAT website. Link for the same
has been given  below:  hittpseatorg/post!
clarification-on-holding-of-agn-thraugh-ve

Scheme for condonation of delay for companies
restored during Dec 2020 w/s 252 of the
Companies Act, 2013

The Ministey of Corporate Affairs has introduced
a new scheme namely, "Scheme for condonation
of delay for companies restored on the Register
of Companies between 01 December, 2020 and
31 December 2020, under section 252 of the
Companies Act, 20037 The Scheme provides to
condone delay in filing forms with the Begistrar,
and spares payment of additional fees.

The Scheme shall be applicable for filing of all
e-forms except e-form SH-7 (where any increase
in authorised share capital is involved} and Charge
Related Documents such as CHG-1, CHG-4,
CHG-8 and CHG-9.

An anncuncement in this regard, has also been
hosted on the ICAT website, Link for the same has
been given below: https:/Yicat org/post/schemme-for-
condonation-of-delay-for-companies-vestored-on-
the-regicter-of-companies.
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Availability of Companies Fresh Start
Scheme-2020 Form as e-form w.e.f. 16™ January,
2021

With regard to the Companies Fresh Start Scheme,
2020 (CF55-2020) introduced by MCA, the
application for seeking immunity in respect of
belated documents filed under the CF55 Scheme
has to be made electronically in the Form CF55-
220 after closure of the scheme Le. 31122020 and
after the documents are taken on file, or on record
or approved by the Designated Authority as the
case may be but not after 30" June' 2021 ie. the
expiry of six months from the date of closure of the
Scheme.

In this regard, MCA has informed that the CFS5
2020 Form is available for filing as e-form w.ef. 16™
January, 2021 for all the stakieholders.

An announcement in this regard, has also been
hosted on the ICAT website, Link for the same has
been given below: https:/ficai.org/post/availability-
of-companies-fresh-start-scheme- 2020,

Commencement notification for the provisions
of Companies (Amendment) Act, 2020

The Central Government has appointed the 22 day
of January 2021 as the date on which the following
provisions of the Companies {Amendment) Act,
2020 shall come into force namely: Section 2, 11,
18(c), 21, 22(ii), 25, 27, 53, 55, 58, 59, 60, 62, 64, 65.

The said section of Companies Act, 2013 are as
follows; Section 2(52), 62(1)(a)(i), 89,105(5), 117(3)
(@), 1294, 135, 379, 393A, 410, 4184, 435(1), 4468,
452(2), +34(3).

Refer: hilpsSrevanrce calv icalong /G385 elope 50859 plf

Companies (CSR Policy) Amendment Rules,
2021

The Ministry of Corporate Affairs has amended
the Companies (Corporate Social Responsibility
Palicy) Rules, 2014 via notification dated 22
Janwary, 2021 w.r.t Rule 2 for Definitions, Rule 4 for
C5R Implementation, Rule 5 for CSR Committees,
Rule 7 for CSR Expenditure, Rule 8 for CSR

WAL T Org
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reporting, Rule 9 for Website Disclosure, Rule 10
for Transfer of Unspent CSE.

Regfer: Ilirpg'.-.-".—'hwm.lm.xav.r.u.-’.’l!umf.r]c.-’pgﬂ-‘{'.‘,ﬂ!.-'l rreanlmarni el
2002 pedy

Extension of filing of e-form AQC-4, AOC-4
{CFS5) AOQC-4 XBRL and AQC-4 Non XEBRL lor
the FY 2019-20 upto 15 Feb 2021

The Ministry of Corporate Affairs has extended the
due date for filing e-form AOC-4, AOC-4 (CF5),
AOC4 XERL and AOC-4 Non XNBERL for the
Financial Year ended 31.03.2020 upto 15* February
2020 vide its notification dated 28 January, 2021.

An announcement in this regard, has also been
hosted on the ICAI website. Link for the same
has been given below: https:résonree.cdn ieai.
org/G2RR5clege 3000 21 b pef

Amendment in Companies (Specification of
Definitions Details) Rules, 2014

The MCA has amended Rule 2 of the Companies
(Specification of Definitions Details) Rules, 2014
pursuant to which the definition of small company
as specified in Sec 2(85) of the Companies Act,
2013 has been revised. The revised limits for
determining small company is paid up capital and
turnover of the small company shall not exceed two
crove rupees and twenty crore rupees respectively.

Refer: hitpse/Swaw egueette nic. i WiteRead D ta 2021/ 23862 podf

Amendment of Companies (Incorporation)
Rules, 2014

The MCA  amends the Companies
{Incorporation) Kules, 2014 w.e.f. 1.4.2021.

Pursuant to the amendment, an ‘Indian Citizen
whether Resident in India or otherwise’ is eligible
to ingorporate a QPC and become a nominee for
the sole member of a OPC. Further, the eligibility
criteria for ‘residential status” for the purpose of
OPLC has been reduced to 120 days from 182 days,
Moreover, the threshold prescribed for mandatory
conversion of OPC into Private Company or Public
Company has been removed.

Refer: Inttp:/Ywemiegazette. nic. i WrikeReadDatas/ 02 1220872 pdf
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Legal Update

Amendment of Companies (Share Capital and
Debentures) Rules, 2014

The Ministry of Corporate Affairs has inserted
rule 124 in the Companies [Share Capital and
Bebentures) Rules, 20014 welf. 0102021 for
reducing the offer period for Right Offer under
Section 62(1aki) of the Act to minimum seven
days.

Accordingly, after amendment, where a company
having a share capital proposes o increase its
subscribed capital by the issue of further sharves,
by offering such shares to its existing equity
shareholders, the time period, within which the
offer shall be made for acoeptance shall not be less
than seven days from the date of offer.

Refer: hbipsdfwwnieganelie mic.in/ WriteRend Daba 202 1/225 108 pdf

Commencement notification of provisions of
Producer Companies under Companies Act,
2013

The Central Government has appointed the 11°
Fehruary 2021, as the date on which the provisians
of the Producer Company as provided in Section
52 of the Companies (Amendment) Act, 2020 shall
come into force.

Further, vide notification dated 11022021, the
MCA  introduced Producer Companies Rules,
2021,

Refer: Itpe/fawwogrseticnle, i WriteRead Data 2020 F251 15 podf
v Dt egasetic mic i WiiteRead Dala/ 20217225 116 podf

Summary
1* March 2020

Information

on few Compounding

Orders

issued after

s. Party Mame

Nature of Contravention

Date of
Order

Compounding
Fees (T)

1. |Hussain Herbal Ltd.

Begulation 15(iii) of FEMA 120 - Delay
in Bling for APR with respect to overseas
investment,

Regulation 6{2)v) of FEMA 120 — Not
routing all transactions relating to
investment in JVW0S through only one
branch of authorised dealer.

221-01-2021

205,246

2, | Dina Manoj Thacker

Regulation 3 of Schedule 3 of FEMA 5(R)
— Credits and Debits to NRO Accounts
are specified at Regulation 3 of Schedule
3 of FEMA 5(R). Any debit/credit other
than those specified will be treated as
Contravention,

23-11-2020

63,000

3. | Ajay Virchand
Tharamshi

Regulation 3 of FEMA 7{R)/2015-RB
dated January 21, 2016 - Restriction
o acquisition ov transfer of immovable
property outside India without general
or special permission of RBL

29-06-2020

2,65,786

4 | M/s ETF Noida Project
Office (CT-19A)

Regulation 4{f}) read with Annex D
of Regulation 4(l) of Netification No.
FEMA 22(R)/RE-2016 - Contravention
in relation to delayed/non submission
of Annual Activity certificate for Project
office

04-06-2020

2,023,284
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ICAI News ~

I Composition of the Standing and Non-Standing Committees for the Year 2021-22

A STANDING COMMITTEES

Executive Committecs:

Vice Chairman

President in Office

CA. Pramod Kumar Boob

CA. Nihar N Jambusaria

Vice-President in Office

CA. (Dr.) Debashis Mitra

Banking, Financial Services and Insurance
Co it z
Chairman

Examination Committee

CA. Prakash Sharma

President in Office

Vice Chairman

CA, Nihar N Jambusaria

CA. Chandrashekhar V. Chitale

Vige- President in Office

Committee for Members in Practice

CA. (Dr) Debashis Mitra

Chairman

Finance Committee

CA. (De) Sanjeev Kumar Singhal

President in Office

Vice Chairman

CAL Nihar N Jambusaria

CA. Prasanna Kumar [

Viee- President in Oifice

CA. (Dr.) Debashis Mitra

Committee on Capital Markets and Investors’
Protection

Disciplinary Committee (u/s 21 D)

Chairman

President in Office

CA. Anuj Goval

C A, Nihar N Jambusaria

Vice Chairman

Viee-President in Office

CA. Rajesh Sharma

CA. (Dr) Debashis Mitra

B. NON-STANDING COMMITTEES

Committee on Economic, Commercial Laws
& Economic Advisory

Chairman

Accounting Standards Board CA_Tarun ] Ghia
Chairman : Vice Chairman
CAMP :ﬁ]*}‘ Kumar CA. Manu Agrawal
Vice Chairman Direct Taxes Commitiee
CA. FDr.i Sanifev Kumar Sirlgﬁ.hai Chalrman
| Audit Committee CA. Chandrashekhar V_Chitale
Chairman Vice Chairman
:IJIIr. Rf:v]::upta CA. Pramod Jain
ce FEnan Corporate Laws and Corporate Governance

CA. Babu Abraham Kallivayalil Commities: :
Auiiu.ng & Assurance Standards Board Chairman
g:_ é’;::ar CA. Shriniwas ¥ Joshi
Vice Chairman Vice Chairman
ghﬂﬁgﬁ Y Joshi CA. Anuj Goyal
oardofs s tarademic) Editorial Board
CA. Jay Chhaira Editor-in-chief
Vive Ehat oo CA. Mihar N Jambusaria
CA, Ranjeet Kumar hsarwal Joint Editor - 7

; ts Skills Enrichment Board (Board of CA._{_Br,} Debashis Mitea
| Studies — Operations) ' ' msrﬂm S
Chairman ! :
CA. Sushil Kumar Govyal CA. Prafulla P Chhajed
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Vice Chairman Committee on Management Accounting

Ch. Kemishia Soni Chairman

| Expert Advisory Committee CA. Charanjot Singh Nanda

Chairman _ = Vice Chairman

CA. Nandkishore C Hegde CA., Satish Kumar Gupta

Vice Chairman

ki Committes for Members in Industry & Business
. Chairman

Financial Reporting Review Board -

Chairman CA. Hans Raj Chugh

CA. Aniket 5 Talati

Vice Chairman

Vice Chairman

CA. Durgesh Kumar Kabra

C A, Davaniwas Sharma

Peer Review Board

Committee on Public and Government

Chairman

Financial Management CA. Dayaniwas Sharma

Chairman Vice Chairman

CA, Dheeraj Kumar Khandelwal CA. Nandkishore C Hegde

Vice Chairman Professional Development Committee

CA. Rajesh Sharma

| Leader

Chairman

Coordination Committee with Sister Institutes

CA. Babu Abraham Kallivayalil

CA. Nihar N Jambusaria

Vice Chairman

Deputy Leader

CA, Satish Kumar Gupta

CA. (Dr.) Debashis Mitra

Research Committee

GST & Indirect Taxes Committee

Chairman

Chairman

CA. Anuj Goyal

CA. Rajendra Kumar P

Vice Chairman

Vice Chairman

CA, Pramod Kumar Boob

C A, Sushil Kumar Goval

| Digital Accounting and Assurance Board

Committee for Development of International
Trade, Services & WTO

Chairman Chairman

CA. Manu Agrawal CA. Tarun | Ghia

Yice Chairman Vice Chairman

CA. Da}'aniwala Sharma CA. Hans Raj Chugh
Internal Audit Standards Board Infrastructure Development Committee
| Chairman Chairman

CA. Char_“.anjut Singh Nanda CA. Nihar N fambusaria
Vice Chairman Vice Chairman

CA. Anil 5 Bhandari o YT
e o e CA. {Dr) Debashis Mitra
Chaienian Man_a.gemeut Committee
CA. Nihar N Jambusaria Chairman

Vice Chairmam CA. Nihar N Jambusaria

CA. (D) Debashis Mitra

Vice Chairman

Committee on International Taxation

CA. (Dr) Debashis Mitra

Chairman

CAL Pramod Jain

Vice Chairman

Committee for Members in Entrepreneurship
& Public Service

CA. Nandkishore C Hegde

Chairman
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Vice Chairman

CaA. (Dr.) Sanjeev Kumar Singhal

Strategy, Perspective Planning & Monitoring
Committee

Committee on Insolvency & Bankruptcy Code

Chairman

Chairman

CA. Atul Kumar Gupta

CA, Durgesh Kumar Kabra

Vice Chairman

Yice Chairman CA, Sushil Kumar Goval
CA. Prakash Sharma Committee on Career Counselling.
Working Committee on World Congress of Chairman

Accountants

CA. Anil S Bhandari

Chairman

Vice Chairman

CA. Prafulla P Chhajed

CA. Prasanna Kumar D

Vice Chairman

CA. Shriniwas Y Joshi

Women Members Empowerment Committee |

Chairman

Valuation Standards Board CA. Kemisha Soni

Chairman Vice Chairman

CA.Anil 5 Bhandari CA. Pramod Jain

Vice Chairman Sustainability Reporting Standards (Group under

CA. M P Vijay Kumar

ASE)

Ind AS Implementation Committee Convenor
| Chairman CA. M P Vijay Kumar
CA. G Sekar Deputy Convenor
Vice Chairman CA, fay Chhaira
CA. Tarun | Ghia | Digital Re-Engineering & Learning Directorate |
Public Relations Committee Convenor
Chairman CA. Aniket 5 Talati
CA. Nihar N Jambusaria Deputy Convenor
Vice Chairman CA. Kemisha Soni
CA. (Dr.) Debashis Mitra UDIN Directorate
| Taxation Audits Quality Review Board Convenor
Chairman CA, Shriniwas ¥ Joshi
C A, Pramod Jain Deputy Convenor
Vice Chairman CA. Rajendra Kumar
CA. Ranjeet Kumar Agarwal | Legal Directorate
CS5R Committee Convenor
Chairman CA. (Dr) Debashis Mitra, Vice President
CA. Satish Kumar Gupta Deputy Convenor
Vice Chairman CA. Pramed Kumar Boob
CA. Aniket § Talati Publication & CDS Directorate
Continuing Professional Education Committee | | Convenor
Chairman CA, Sushil Kumar Goval
CA. Kemisha Soni Deputy Convenor
Vice Chairman CA. Rajendra Kumar P

CA. Charanjot Singh Nanda

Committee on MSME & Start-up

Members & Students Services (Grievances
Handling and e-Sahaavataa) Directorate

Chairman Convenor
CA, Dheeraj Kumar Khandelwal | CA. Dayaniwas Sharma
Vice Chairman Deputy Convenor

CA. Pramaod Jain

CA. Prakash Sharma
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I Publications released by Sustainability Reporting Standards Board, 1CA1 (2020-21)

Background Material on Business Responsibility
and Sustainability Reporting (BRSR)

T | Sustainability Reporting Standards
- Board of the Institute of Chartered
e’m:ﬂuntants of India  has
dn-w.lnped “Background Material
= on Business Responsibility and
BCERT |51,1,5lain:ll::ai]iT.g,r Reporting  (BRSR)”
B EaE | te provide guidance on disclosure
FEPAE | of qualitative information,
HE assurance aspecis and adoption
“of  best  practices.  Business
Reqpcnub:llty and Sustainability Report is an open
and transparent way of disclosing non-financial
information to the stakeholders. Securities and
Exchange Board of India {(SEBI} has mandated
top 1000 listed entities by market capitalisation
ta  file Business Responsibility Reports (BRR) as
per the disclosure requirement emanating from
the ‘Mational Veluntary Guidelines on  Social,
Environmental and Economic Responsibilities of
Busziness' (NWGs). In November 2018, Committes on
Business Responsibility Reporting was constituted by
the Ministry of Corporate Affairs. The Committecs
released its report in August 2020, recommending
new comprehensive  framework  of  Business
Responsibility and Sustainability Report (BESE) in
line with global trends.

SESB has taken this initiative of bringing out this
“Background Material on Business Responsibility and
Suslainability Reporting (BRSE)™ to provide necessary
guidance and in-depth knowledge of this. area to
all members and other stakeholders at large. This
background material contains an overview of global
trends in corporate sustainability reporting, Nattonal
Guidelines on Respansible Business Conduct, 2018
[(NGRBC)UN Sustainable Development Goals, MCA

BRSR disclosures, sustainable finance, assurance
aspects, cote. The objective of this background
material is to ald chartered accountants in playing
proactive role in integration of business practices
in line with global sustainability frameworks and
support businesses to measure, assess and report
social impacts. The publication is available online 2t
higpss! feesourge cdn.ical org /6308 s 1035, pdf

Standard on Assurance Engagements (SAE) 3410
“Assurance Engagements on Greenhouse Gas
Statements”

Sustainability Reporting
Standards Board of the Tnstitute
of Chartered Accountants of
India has issued Standard omn
Assurance  Engagements (SAE)
3410 “Agsurance Engagements on
Greenhouse Gas Statements” to
strengthen assurance frameworks
for Mon-Financial [nformation.

This Standard on Assurance Engagements (SAE)
F10 deals with assurance engagements Lo report
on an entity’s Greenhouse Gas (GHG) statement,
The objective of an engagement under SAE 5410 is
to abtain either limited or reasonable assurance, as
applicable, about whether the GHG statement is free
from material misstatement, whether due to fraud or
errof GHG statements are assured to enhance the
reliability of the emissions information being reported
on. The approach adopted in SAE 3410 requires the
practitioner to select procedures appropriate to
the circumstances of the engagement based on an
ns*.-e'ssmi.nl of I'tSLs of mau.rial rnlaslah‘:rm:nl Th-:.

Classifieds

5841 A 40 year old CA firm based in Mumbai is
looking for paid assistance/partner  having
experience of more than 10 years in Audit
& Assurance  cam  send  CV/Profile on
shahpathikl 23gamall.com

5842 CA firm in Gurugram requires Articles having
both groups of [PCC passed. Good academic
record. Excellent communication skills must.
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Contact - Nisha Rana, REACA & Assochies
LLF,  Phone :- O124-4102000, Extn. L0,
E-mail: nizha ranag@rka-indiz.com

5843 We are looking for expansion of our existing
firm through merger of old proprietorship
firms based in Delhi/NCR. Interested chartered
actountant/tax practitioners may contact us at
taxserzEEmail.com
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I Online Self-Paced Course on ‘Public Finance and Government Accounting’

The Committee on Public and Governmeént % The course consists of video recordings of
Financial Management (CP&GFM) has recently lectures of the Certificate Course on Public

launched enline Self-paced course on Public Finance S %
: S 2 Finance and Government Accounting and MCQ
& Government Accounting on Digital Learning Hub Bidi et

(DLH} Platform of ICAL
Modul i # The course cover concepts of Public Finance
Module 1: Public Firam— and Government Accounting at Central and

Module 2: Public Revenue & Taxation State Governments and Local Bodies as well,

Module 3; Public Debt % The eourse will make members aware about

M"’d“:‘: ¢ g“hl'“ Expenditute Professional Opportunitics  and  Challenges
e QUEIMMEnt Aotaunting for CAs in the field of Public Finance and

Module 6: Accounting Rules, Process, in general &

at specific Ministries Government Accounting,

Maodule 7: Union Accounts = Thie access to this course is free to all members

Module 8: State Accounts . Yy
Module 9 Accounting [ Auditing of Constitutional, of ICAL 4 the DLH Platfarmiof ICALat hutpi://

Statutory, Autonomous and Regulatory Bodies leamping icaborg iDH/icay/.
Module 1 Accounting in Loeal Bodies (Both | = sembers of 1CAL may claim 20 Unstructured

Urban and Rural) . ;
Module 11: Internal Control and Risk Management CEE Hours on compledon of the sabi covese.

Module 12 Professional  Opportunities  for Committee Secretariat.
Chartered Accountants in Government Accoun Public and Government Financial Management

FAST
V 7,

Poasarsd by Mesgai

Technolegy solutions for TDS Compliance, Fixed Asset Management and Payroll Management
You represent professionalism, we deliver it

Plaase reach us on:
B2 sates@fastfactsco

€3 +9195820 0510

'ﬂ hitpsffwwwlastiacts.coin/

|
[
2
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&

e
4 &

M Campus for Newly Qualified
—"/ (Chartered Accountants (NQCAs)
February- March, 2021

Matntaining strong and spontaneous relationship with the industry and other business houses
remalns the main focus of the Commintee for members in Industry & Business [CMILEB) of the
Institute of Chartered Accountants of India (ICAI), An infdative to that effect remains the Campus
Placement Programme (held twice a year} that provides a platform to both the NGCAs and the
arganizations leoking for to hire the best available talents to fulfil their human resource
requirement. ICALsimply acts as a facilitator to bring the recruiter and NQCAs together.

Invitation to Organksations: Ay corporation, Irrespective of its size, standing in the market and

bowndary af its business, can take part in this placerment programme being hebd at several
centers across the country during February- March, 2021,

ﬁamp-_:.:slnterﬂiﬂi'ﬁ]-eﬂule:

No. | Centre Dates
1 Mumbal & New Delhi ath gt gth g, gth & 10t March, 2021
2 Bengaluru 5%, gt g%, gt & 10 March, 2021
3 Chennai & 8 ot 10 & 11 March, 2021
4 Kolkata g gth 10, 11" B 13" March, 2021
5 Ahmedabad, laipur, Pune & Hyderabad g% 10" & 11" March, 2021
& Elur_gapur. Ernakulam & Visakhapatnam 31" March, 2021
7 Kanpiir 31" March & 19 April, 2021
& Bhubaneswar, Chandigarh, Coimbatore, 31" March & 1 April, 2021

Indore, Noida & Thane

Invitation to Candidates: The above Campus is meant for the candidates, who would be passing
the CA Final exarmination held in Now- Dec, 20 and also for others who have qualified earlier and
are fulfilling the criteria mentioned in the Announcement,
Orgenizations intending to recruit NQCAS through campus scheme are requested toe get in touch
with the CMISE Secretariat, 1ICAI Bhawan, Indraprastha Marg, New Delhi -110002, and Email:
campusBical.in, Tel Mo, (011)30110555 and to register log onto hitpsfomib.icai.ong/.
Condidotes may email a1 cajob@ical.in , Tel No. {011)30110491 and to register lag on to
https:/ femib.ical.ong/.
Chalrman
Committee for Members in Industry & Business
The Institute of Chartered Accountants of india

Grganized By
Committee for Members in Industry B Business (CMIEB)

The Institute of Chartered Accountants of Indla
[5art wp by an Act of Parhament )

'BLAN BHAWAN', Post Box
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Resuit of Chartered Accountants Foundation

ICAlI News

Examination held in November - 2020

The result of the Foundation Examination held in Movember 2020 was declared recently,
The details of percentage of candidates passed in the above said examination are given below:

GENDER No. of Candidates No. of Candidates % of Mo. of Exam
appeared passed Pass Centres
MALE 76 14543 36.11
FEMALE I7738 12754 33.88 976
TOTAL Fa014 27327 35.03

The details of top three rank holders on the all India basis for the Foundation Examination held in
November - 2020 with the marks secured by them are also given herewith.

Toppers of Chartered Accounts Foundation

Examination November - 2020

ALL INDIA TOPPER
FIRST RANK

ALL INDIA
SECOND RANK

ALL INDIA
THIRD RANK

Name Puneet Agrawal Nidhi Dineshkumar | Chinmay Bengani | Prasannakumar
Lalwani Prafull Surana

City Bharatpur Ichalkaranji Coimbatore Mashik

Marks 361400 361/400 359/400 3571400

b 90,25 90.25 8975 89.25

EemE e noE

Result of Chartered Accountants Intermediate (IPC)
Examination held in November - 2020

The result of the Chartered Accounts Intermediate {1PC) Examination was declared recently.
The details of percentage of candidates passed in the above said examination are given below:

Candidates MNo. of candidates No. of candidates % of pass
applied for appeared passed
1 Group-1 96___?& 112% 11.75
11 Group-I1 21119 3192 15.11
1l | Both Groups | 4094 74 1.81

The details of top three rank holders on the all India basis for the Intermediate (IPC) Examination

1165

held in November - 2020 are also given herewith.

wwwlcal org
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Toppers of Chartered Accountants Intermediate (IPC)
Examination November - 2020
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ALL INDIA TOPPER
FIRST RANK

ALL INDIA
SECOND RANK

ALL INDILA

THIRD REANK

L 2

MName Zarin Begum Yusuf Khan Ajit B Shenoy Siddarth Menon R
City Mumbra Chennai Palakkad
Marks 461/700 #36/700 B 700

b 65860 G229 58.29

BE B R S S B E R R RS B SRR E R R RN R EE R E EE R EE RSB R EEEE S S R E R EE RS R EERE SR EE RS S SR

Result of Chartered Accountants Intermediate (New)

Examination held in November - 2020

The result of the Chartered Accountants Intermediate (New) Examination was declared recently.
The details of percentage of candidates passed in the above sald examinations are given below:

Candidates applied No. of candidates Muo. of candidates % of pass
for appeared passed
I Group- | 243 16473 25.64
I | Group-II 43134 9425 21.85
111 | Both Groups prin e 3895 17.09

The details of top three rank holders onthe all India basis for the Intermediate (Mew) Examination
held in Movemnber - 2020 are also given herewith,

Toppers of Chartered Accountants Intermediate (New)
Examination November - 2020

ALL INDIA TOPPER
FIRST RANK

ALLINDIA
SECOND RANK

ALL INDIA
THIRD RANK

Name Shreya Rakesh Tibrewal Ranveer Sanju Soni Sanskruti Atul Parolia
City Ahmedabad Mumbai Mumbai

Marks JOL/E00 G R0 B0 E00

% 87.63 H7.38 86.25

B4 | THE CHARTERED ACCOUNTANT | MARCH 2021
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ICAlI News I

Result Analysis of Chartered Accountants Final Examination (Old Scheme)
held in November - 2020
The details of percentage of candidates passed in the above said examinations are g
Candidates applied for | No. of candidates appeared | No. of candidates passed
I | Group-1 12026 2145 17.84
I | Group-11 17132 5442 3177
111 | Both Groups 4143 242 584
Consequent to declaration of result as mentioned above, 5675 candidates qualified as Chartered Accountants.
Toppers of Chartered Accountants Final (Old Scheme)
Examination November - 2020

ALL INDIA TOPPER ALL INDIA
FIRST RANK SECOND RANK

riven belows;
% of pass

ALL INDILA
THIRD RANK

o

Mayank Singh

MName Essakiraj & Sripriva R

City Salem Chennai Jaipur
Marks 553/800 501 /800 ERGRO0
% 6913 6263 Gl.13

Result Analysis of Chartered Accountants Final Examination (New Scheme)
held in November - 2020

The details of percentage of candidates passed in the above said examinations are given below:

Candidates applied for | No. of candidates appeared | No. of candidates passed | % of pass
I | Group-1 32542 4179 1254
11 | Group-11 27907 B643 30,97
111 | Both Groups 19284 2790 1347

Consequent to declaration of result as mentioned above, 5392 candidates qualified as Chartered Accountants.

Toppers of Chartered Accountants Final (New Scheme)
Examination November - 2020

ALL INDIA
SECOND RANK

ALLINDIA

ALL INDIA TOPPER
THIRD RANK

FIRST RANK

8 . g
MName Komal Kishor Jain Mudit Agrawal Rajvi Bhadresh Nathvani
City Mumbai Surat Mumbai
Marks GO0/B00 SRR SET/B00
% 75 73.63 73.38
e bl org THE CHARTERED ACﬂ)LJNTﬂNT‘E_J-MRCH 2028 143
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ICAI in Media

ICAI in Media : G]impses_af January 202_1-Fehruary 2021

— AMSCAN

ICAI becomes Affiliate Member of Pan
African Federation of Accountants (PAFA)

By Taxscan, On fan. 28, 2021

In ks endeavor of expanding its global outredch and getting 2
foothold im African regrons, the Institute of Chartered Accountants
of India {ICAI) has taken membership of Pan African Federation of
Accountants {(PAFA) which would enable BCAL to connect closely
with the professional organizations based in African countries
and abso to promote sach inktiatives af [CA] which are of global
relevance with PAOs in these jurlsdictions.

Established in 2081, PAFA Is 2 non-profit organdsation currently
with 55 Professional Accountancy Organisations: (PAQs] from 44
Advican countries, Its mission i3 to accelerate and siwvengthen the
voice and capacity of the Accountaney profession o work in the
public interest, facllitate trade, and enhance benefiis and quality
services to Africa’s citizens.

ICAL has a strong base in Africa with about 2500 members

and a robust- presence with & 1CAL overseas Chapters and 13
Representative Offices.

ICAL has 2lso signed & mutual reciprocity agreement with the
South Afrbca Instiuze of Chart Accountants (SANCA) and
has technical co-opesation agreements with the National Beard
of Accountants & Awditoss. Tanzanks, and [nstitute of Certified
Pablic Accountants of Kenwa (ICPAK)

1CAD has offered the BAOS in Africa its initiatives namely Unique
Documents bdentifbcation Nuniber (UDIN], Digital Learning Hub,
and Digital Competency Maturity Model (ICMM)2.0: which has
been well appreciated by them.

ICAL stronghy believes that it has u langer role to play in the
development of the global accountancy profession and FCATwould
be happy to extend its assistance in developing of the accountancy
prodession in the African Region, Being an Affiliate member of
PAFA waould provide the rebevant impebus for the same by sharing
its initiativies with PADS in the African Region.

Further, cordial relations in the reghon along with & strong presence
there would facilitate in bringing foreign investment to India and
aiding in the vision of "Aatmanirbhar Bharat™ of the Government

Feo 003, 2021, Midl: Day
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Two Mumbai

bag CA top honours

Honnal Jakn frosn Oihackon par commes Dirst, sehilo Kandivli nesideat Rajvi
Marhani sovures (e thied place in the natienal level exnmination
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-
I rls 12 February, 2021, by AN
New Delhl [Indla], February 12 (ANIE

The Council of the Institute of Chartered
Accountants of India (ICAI} on Friday
cected its new Fremdent and Vice-
President for 2021-200F

“Mihar M Jambusaria has been elected as
the President and Debashis Mitra has been
elected as the Vice-President of ICAL with
effect from Februasy 12, 2021," an official
statesment by the institute infornsed,

The ICAL is a statwtory body established
by the Chartered Accountants Act, 15949
for reguiating the profession of Chartered
Accountancy in the country.

The  Instieate, functions  under  the
stminsstrative contral of the Ministry of
Corporate. Alfairs, Government of India.
The ICAR s the second largest prodessional
body of Chartered Accountants in the
world, (AN}

i e 5
EducationTIMES
ICAI elects Nihar N Jambusaria as
New President
THM | Posted an }:-..1l:'|||:d:ul.'. |'|._-1:lr|.1u|r:r 13,0021
The Council of the Institate of Chartered Accountants of Indis

{(FCATY has elected its new president and vice-president for the
term 20212032,

Mihar M Jamsbusaria is the new president and Debashis Mitra has
been clected as the new Vice-President of [CAL

Vb | THE CHARTERED ACCOLUNTANT | MARCH 2021
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lambusaria quatified as a Chartered Accountant in 1984 and was
in practice for nearly 27 vears. He has also served as Chairman of
WIRC of BOALin 2004-05,

lansbausaria is now Chalrman of all Standing Committees including
Executive, Finance and Examination Commitiees. He is also the
chaieman of the [CA] Research wing, ICAI - Accounting Research
Foundatson and Extensible Business Beporting Language {XBRL)
Indea.

Debashis Mitra has an extensive experience of more than 33 years
Besides being a practicing member, he s o Cost Accountant,
Company Secretary, Law gradiate and a2 qualified Information
Systems Auditor, He was awarded Phid for his Thesis ‘A Critical
Stixdy of Select Indian GAAP, US GAAP and [AS [ IFRY

wwrw.ical ong
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February 14, 2021, by The Sentinel

ICAl elects new

office-bearers,
Guwahati CA

holds top post

STAFF REPORTER

GUWAHATI, Feb 13 Tne In-
stilufe of Chailered Ac:
counkants of Enda (ICA1) 2
stalotory Dody Sel dp in
1840 by an Act of Parkamen
to reguiate the CA profes-
siom 1 the cooniry, has
ehected ds new presdent CA
Mmar W Jambusana from
Mambai 3nd wes presdent

{0r) Detashes Mtra rom

wwahale

Thas 0§ ferst B an 1he
Restary of ICAI that 3 mem-
Ded from Guneahads RaS D
clevaied B0 the post ol wie
presiien of fhe & ing
241 Accouning bedy in the
worid. CA [v Kbiry hit aa
extentive expenence af
mote Than 33 years Apard
By & CA R o8 250 Codst AL
cowntan!. Company Secie
Bary Lawe Graguate, qualifed
Inigdmaton System Auddee
and Ph D holder He 5 regu
L trauner n vanous belds 8
Audit, corporME By He has
served ag chpinman of East
ern india Regioral Codncil
ang %o charman of
Rab Branch of LAl H2 has
Pl vArOUS iy positins
Cantral cogncd Iloe chasman
Board of Studes. Corpanie
Law Commiliee, member O
Dsciphnary Body ol ICAL
Apar fom being sssocialed
with LAl he & actve mem:
Bige of plher grganizations
ng Dodes

L R T L]
BusinessLine
ICAl reads out riot act to members, students
KR Srivats Mew Delhi | Published on February 15. 2021
Cauttons them against using soclal media to tarnish the image of the profession
CA Institute members and students watch out. The Institute of Chartered
Accowntants of India (ICAD Tas cantioned them against taking to social media to
post any content that tarnishes the image of the CA profession or the Institute in
the eyes of the public.
According to the Institute, the punishment for any such action could be as harsh
as initiating disciplinary proceedings against the member concerned and even
cancellation of registration of the student, thereby preventing the student from
pursuing & career in chartered accountancy,
This move is seen as the Institute’s response to the recent agitation through the
social media by certain sections of students to get the November/December
edition of the CA exams postponed.
Redress of grievances
In an advisory, the Institute said that it has come across cortain instances where
members and students have taken to the social media to express their grievances
eefated to profession/academics without fiest taking up the issue(s) with the
Institute. Some had also written directly to the Corporate Affairs Ministry and
other higher forums for redress of grievances, the advisory noted.
The advisory highlighted that some of the posts are “highly objectionable™ and
have the potential to ereate social and communal disharmony, threatening peace,
rranguility and may disrupt the security of the nation, public order and friendly
relations with other nations.
In certain cases, material posted on social media was found to be false and
misleading and tarnishing the image of the profession in the eves of the public and
bringing disrepute to the profession, the advisory said,
1t highlighted that under the Chartered Accountants Act 1949, a member of
the Institute, whether in practice or not, would be “deemed to be guilty of other
misconduct’ if he brings disrepute to the profession or the Institute as a result of
his action whether ar not related to his professional work.
As far as the students are concerned, the 1CAL advisory said that any such action
will be liable for appropriate action including cancellation of their registration.

i‘]dumt#&;lu'l‘mﬂs

ICAI launches international curriculum

The curriculum 15 launched to achieve internationalisation of ngher edueation as per the NEP
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COMPLETE SUITE
FOR ALLYOUR
TAXATION COMPLIANCES...

CompuTax
Most extensively used Income Tax
Retum Filing software in Indgla,

CompuRoc

Salution for MCA reposting
& stutony compiiances

CompuXbrl

Makes XBRL filing easy
with varous fealures.

=
==z
CompuPay

Integrated payroll system for salary

processing, attendance integration,

Empilcyed Self-service and statutony
compliance.
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CompuTds

Fully avtemated with validations &
pre-sonutiny for emor free TDS returns.

l
E

CompuBal
Compranenshie software for preparation
of Augit Reports & Financlal Statements,

g

CompuCma

Srmart tool for MPBF,
fund flow, oomparative
Statemnents.

2

CompuWatch

Cantralized mondtoring tor productivity
endichment,

CompuGst

Sirmpdified solution for
compicated GST compliances.

a*s
CompuDms

Document Management
with choud facility
& mabile app.

@

CompuWeb
Sofution for softwane
acoiss from anywhara.

G

CompuSpace
A facility to avtomatically
store bachup of
Compulitice on cioud,

Widest Rantge 01 Professional Softwares By INDIA'S LARGEST And Oidest Taxation Software 0.

'W_I""T-'TF" F-141, Azad Marg, C-Scheme, Jaipur-302001 [Tndia)

HAL .

B +71-141-4233108, 4223000 ER§ mail@computaxonline.com

f cOmpLaxanline com
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Value-add

Mobile-first solutions for SMBs & CAs

Bills & Vouchers

Create & Share G5T Bills
and vouchers in secands

Stock Management

Add, alter and Manage stock

Receivables Management

Track payments, Send reminders and
Collect payments online

Business Reports

See reports and take
informed Decisions

Safe & Secure

Available on
Mobile & Desktop

Automatic Backup

WhatsApp Support

A combo product for small businesses to digitise their
business and for CAs to get rid of manual paperwork,
save time and avoid reconciliation error

¥ myBillBook | @ Tstedby suoocon.

GAT Billing & Accounting App

Businesses of India

® |45k

For demo, WhatsApp us on @ 6366834495
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Busy' [t

Mol just Accourds, Manage your Busiess

Empower your
Practice with
The Power of
BUSY

Now with

AUTOMATIC
E-INVOICING

Powerful Features Designed for CAs

« G5T e-Returns in JSON format « Data Checklist
« GSTR 1/2A/38 Auto Reconciliation « Global Data Search
« Configurable Final Accounts « Interest/Depreciation with Auto Posting

« Updation of Stock Yalue as per GP Ratio « Youcher Replication
« Check Megative Cash/5tock on any Date « Bulk Creation/Duplication of Vouchers

Over 360,000 Licenses Sold Worldwide: Over 450 Business Partners

Salient Features of BUSY

Accounting « Inventory « Invioicing « GST « TDS / TCS « Indent / Quotation / Order / Challan
Production =« Job Work « MIS « Enguiry / Support Mamt = Payroll « Scheme (FMCG f Retail)
Multi-Branch / Location Mgmt « Remote Access » Checks & Control

Call for a FREE DEMO, Today!

5109-93939 » sales@busy.in » www.busy.in
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