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Narendra Modi addressing the captains of industry

in the recently concluded Global Business

Summit organised by the Economic Times made an

impressive speech by all accounts, as is his wont. He

used the occasion to read out the report card of his

government since assuming office. The Indian Prime

Minister once again demonstrated his uncanny ability

to marshal arguments to sell his policy priorities. At

one point in his speech he decried the mind-set of

the intelligentsia who applaud incentives given to

industrialists while denouncing the subsidies given to

the farmer and the rural poor. As arguments go, that

line of rationalisation was brilliant. In the process,

however, Modi conveniently reinterpreted the role of

both incentives and subsidies and managed to project

both as synonymous expressions. That was vintage

Modi for you. He chose to ignore the distinction of the

role of incentives as an economic measure to spur

growth as against subsidies that underwrite costs,

reasons and rationale notwithstanding. At one point

in the speech he lauded his government's policies

being popular but not populist. Yet this statement of

the PM on incentives and subsidies turned out to be

both popular and populist going by the reaction of

the august audience.

Narendra Modi has competition from an unexpected

quarter when it comes to collecting Frequent Flier

Points. Hassan Rouhani, the President of Iran is a

man on a mission for more reasons than one. The

moderate leader of the hitherto pariah state whom

George W Bush famously described as part of an "Axis

of Evil" along with North Korea and Iraq, is going

places - literally. No sooner the sanctions were lifted

as per the terms of the Nuclear Deal, Rouhani took

the first flight out of Tehran to the West to do business.

Today Iran is the cynosure of all eyes. With huge oil

reserves and with the money released from frozen

accounts under the sanctions regime Iran is out on a

shopping spree starting with a few aircrafts. The

FROM THE DESK OF THE CHAIRMAN

bureaucrats in the government, it appears, had been

preparing the itinerary for their President's tour even

as they were negotiating with the West for lifting of

sanctions. When Rouhani walked into the Church at

Vatican to meet with the Pope the substance and

symbolism were not lost on the world. Even the black

and white photo of both of them together tells a story

of its own - Rouhani in a black robe and Pope Francis

in a white cassock. Iran is the new-old nation to watch

out for considering their cultural past and the

enterprising nature of their evolved society. With the

sanctions lifted the geo-political situation in the region

is getting redrawn once again. Geography is being

redrawn by internal strife in most of the countries in

the region. Even in the unlikely event of peace

returning to Middle East the desert kingdoms and

fiefdoms would be controlling vastly different tracts of

land compared to what they had been before the

uprisings. On the political front with the Sunni - Shia

conflict in the background and the US trying to

befriend the arch enemies Iran and Saudi Arabia at

the same time political equations are also getting

redefined. A change of guard in Washington would

also add some uncertainty to this volatile region.

There are times when logic can become your

weakness. The ongoing debate on net neutrality is

one such. On the face of it how can you denounce a

noble initiative that would integrate the disadvantaged

sections of our society to the mainstream through the

internet? How can zero rated schemes through

internet.org to provide free access to millions of fellow

Indians be bad for us? Logically it cannot be.

Unfortunately like many things in life the answer to

this question is also not so simple. Facebook along

with some Telcos decided that they would facilitate

access to internet easy and cheap for the common

folk. When many an Indian rose in revolt against this

move by Facebook that affected net neutrality the

social network site predictably resorted to the time
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tested marketing strategy of renaming their baby

internet.org - just as one would do to reenergise the

sale of toilet soaps whose sales figures are flagging

by relabelling them as "new and improved". They

simply called internet.org as Free Basics. Now

Facebook has gone to town with a high voltage

promotional campaign to say how they are helping

the Indians to connect to the internet. But those who

are in the know aren't impressed. The issue is not so

much about making available the internet free or at

affordable costs as it is about who controls the process

while doing so. It has more to do about sovereign

policies and freedom of choice. The people of the

country do not want a corporate entity that too an off-

shore one to be the gatekeeper to the internet

irrespective of whether it is free or otherwise. There

are other ways to handle inclusive digital growth. The

government can provide internet packages to the

population at affordable prices by DBT (Direct Benefit

Transfer) through Aadhar than through third parties

who are bound to have vested commercial interests.

It may cost a bit; but we do not mortgage our freedom.

If any corporate wants to indulge in philanthropy it

can do so by supporting these efforts of the

government. It is not just about inclusion and

economics; it is about inclusion and integrity. But if

the government's refusal to take a stand is intriguing

its silence on this issue is deafening. Facebook on its

part relies on the huge support it has received for

Free Basics. The support to the Facebook initiative

has come from petitions forwarded on Facebook itself.

I have an issue here. People, especially those who

are fond of forwarding whatever their mouse can

access on the computer screen have to assume some

responsibility for this. People on social network have

a responsibility for what they forward either as

information on something or petitions to whomsoever.

At times people forward whatever they themselves

get sometimes out of fear like when a forward (mostly

religious) threatens of dire consequences if they do

not promptly forward or when they want to be a part

of a movement which they consider intellectually

fashionable to be associated with, without realising

the consequences of what they are doing. I know as

a matter of fact that many who forwarded the petition

for Free Basics did not even know what they were

forwarding! Like the way informed decisions are taken

people should take accountability for sending out only

'informed' forwards. Else they are letting down their

own friends and acquaintances who take them

seriously.

If one were to ask the question as to who owns the

maximum oil reserves in the world most likely the

answer that would spring to the mind of the reader

would be some country in the Middle East or the United

States of America. In fact, it is neither. The country is

Venezuela, the country on the north coast of South

America. Venezuela's claim to fame had been rather

dubious in the past during the rule of the socialistic

revolutionary leader Hugo Chavez who died in 2013

leaving his country in ruins. Chavez was one of those

who loved Communism as much as he hated the

United States. Today Venezuela is on the brink of

bankruptcy with an inflation rate of upwards of 700%.

The present dispensation that governs the country

does not even believe that there are economic

concepts like recession and inflation. According to the

government price increases are purely the result of

profiteering by large corporations. With the oil prices

heading South Venezuela is vying for the position of

being the first country to go bankrupt, done in by the

black gold. Today the show-case country for the

success of socialism is busy printing currencies than

extracting oil. This country is about to discover that it

is difficult to source raw materials required for printing

money because they do not have enough money to

pay for these raw materials. The unfortunate reality

is that Venezuela may be the first in a long and likely

list of countries standing in queue to be classified as

failed states on oil account. The world indeed has

changed!

Some ironies just like Venezuela never cease to

amaze you. Take the case this Scandinavian country

of Sweden. Sweden was the country that introduced

bank notes to the world in 1661. Now this country is

all set to go cashless. As compared to the amount of

currency notes and coins in circulation of about 10%

in the entire Euro Zone, Sweden has only about 2%.

Being good in adopting emerging technologies the

Swedish population prefer to transact mostly through

the net and online. With the cash in circulation

vanishing totally professional highway robbers in

Sweden will need to look for alternate employment.

On the other hand the techies may find the going good
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for them with more opportunities at hacking. There

are some lessons here for us in India. Seeing is

believing. First, it is possible for a country to go

cashless or as close to it as possible. If that be so,

corporate sector in India could go cashless to begin

with. There are some large companies in India who

have already done so; but the number is less. A

cashless process of transacting business reduces

corruption in the system for obvious reasons.

However, what we see in India is something strange.

Many establishments that honour Credit Cards charge

extra handling charges for transactions done through

Cards effectively discouraging the use of plastic

money. A proposal to ban establishments from

charging such costs appears to be under the

consideration of the Government. If the grapevine is

to be believed there could be incentives provided for

transactions done through bank. If that be so the

Government would indeed be walking the talk on the

subject of black money. Ease of doing business has

to go hand in hand with difficulty in generating black

money. These measures should not come as a

surprise as we have done some path breaking work

when it comes to implementing massive e-

governance initiatives like Electronic Voting Systems

and Aadhar. Even the most advanced of countries

have come nowhere near the success that we have

achieved. The proof of pudding is in its eating. Today

by implementing direct transfer of subsidies through

Aadhar the government is saving enormous amounts

besides preventing endemic corruption embedded in

the system. That is some achievement we can be

proud of. According to the World Bank Aadhar itself

is saving India approximately USD 1 Billion

(approximately Rs. 680 Crores) annually. That is no

small change. There is more to it than just economics.

With these initiatives India is getting progressively

integrated with Bharat. Some call it inclusive growth.

So be it. We are indeed proud of this story.

Some words and phrases are becoming either

unfashionable or are becoming archaic in usage. That

is the story of the phrase 'world-statesman'. There

are few leaders today who would qualify to be called

as a world statesman in the world that we live in. The

unipolar world led by the US post the Cold War is

nowhere in sight with the US having lost its defact

leadership position. For some time the most coveted

club was G8 consisting of advanced economies like

Canada, France, Germany, UK, US, Japan, EU and

Russia (now under suspension). With this Group's

influence waning over world affairs and with other

powerful nations like India and China emerging there

was this need to include more countries into the club

or to float another altogether new Club. Thus was

born the G 20. Today there is a clamour to change

even the way the UN functions keeping the reins of

power with a select few countries that could influence

the course discourse in the past. During the Reagan

era there was this impression that the American

President by virtue of his position would be the most

influential in dealing with world affairs and could claim

to be a statesman of the world. However, before long

with that country preferring to become a world

policeman than a statesman has also lost its legitimate

authority to influence world matters. It is now quite

obvious that the days of one country or individual able

to substantially alter the course of history seem to be

over. The last man, who may be qualified to be

included in this category, arguably was perhaps

Mikhail Gorbachev, who presided over the liquidation

of the USSR. Gorbachev was one statesman who

altered the history and geography of the world

decisively after Hitler. With the world polity being so

fractured and self-cantered it is doubtful if any other

statesman could emerge who can influence world

affairs so substantively anymore. One look at the

leaders contesting to the post of the President of the

United States of America would convince you about

this hypothesis. There is this strange case of the

Republican Party not wanting the candidate (Donald

Trump) that the Party workers want and the

Democratic presumptive nominee (Hillary Clinton)

whom the voters do not want to vote for. That is what

the Americans famously call the choice between the

rock and the hard place. With so much complexities

associated with running a country from a domestic

stand point the leaders are bound to be tied to their

home territories for their own survival. The world is

learning fast that there is one commodity that cannot

be bought. Leadership. That will continue to be in

short supply.

Thank you.

Venkat R Venkitachalam
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GST CORNER
By  CMA A. B. Nawal

February 2016

Sector Wise Impact Analysis in brief

Power Sector includes:

• Generation

• Transmission

• Distribution

• Captive Power Plant

• Wind Mill Generation

• Solar Generation

• Non-Conventional Energy

• Nuclear Energy

At present there is neither service tax nor central

excise duty applicable similarly VAT / CST is also not

applicable. Supply to mega power project is

considered as Deemed Exports and certain

components and parts supplied to Wind Mill, Solar

Generation, Non-conventional energy and nuclear

energy is exempted from payment of central excise

duty but not covered under exclusion under Rule 6 of

Cenvat Credit Rules 2004.

Electricity duty will not be subsumed in GST but in

the Business Process Reports as made available in

the public domain provides the refund mechanism to

supplies to Mega Power Projects being considered

as Deemed Exports. Therefore, supplies to Mega

Power Project will be beneficiary and the cost of power

should come down in the GST era. Same treatment

is expected for the power generation through wind

mill, Solar Generation, Non-conventional energy and

nuclear energy, otherwise power cost will go up in

the GST Era.

Real Estate sector includes:

• Land

• Land development

• Construction on own land and sale of flats

• Construction on land under Development

Agreement and sale of Apartments thereon

• Maintenance

• Rent

• Brokerage

Though land is initially excluded from the GST era

but land development, Construction on land under

Development Agreement and sale of Apartments

thereon, Maintenance, Rent and Brokerage are

subjected to provisions of service tax. However,

Construction on own land and sale of flats,

Construction on land under Development Agreement

and sale of Apartments thereon, Maintenance etc. of

works contract nature, where there is a cascading

impact of tax in the present regime. It is expected

that there is seamless flow in GST mechanism and

hence it is expected reduction of cost in the GST Era.

Vehicle, Goods & passengers sector includes:

• Tours and tourism

• Rent a cab

• School bus

• Public transport system - Bus, Monorail,

Metros, Rail, Trams, Auto rickshaw, Taxis

etc.

• Air / Rail / Sea Travel

• Road Transport (Inter / Intra State)

• Transport Services + Agents

Though majority of the services are covered under

Service tax but, restricted Credit Mechanism / no VAT

Set off is available on inputs and capital goods in the

present tax regime. It is expected to have the

seamless flow of credit including CGST & SGST/IGST.

Cost will be lesser in GST regime. However, whether

the prices will be higher or lower, will be based on the

Revenue Neutral Rate (RNR) as stated to be @18%

as compared to 14.5% today. In other words, if such

seamless flow of ITC is not allow then there will be

inflationary trend in GST regime.

Financial Services includes:

• Banks / Financial Institutions and various

services offered by them including interest

• Credit Society / Co-operative Bank and

service offered by them
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• Foreign Exchange Services including

transactions

• Inter Corporate Deposits / Term loans /

Group Companies Transactions / Personal

Borrowing appear in Personal Balance

Sheet

• Agricultural Loan

• NBFCs / Leasing Transactions / Mutual

Fund / Shares / Investment Based Link

Schemes / Stock Markets

• Brokers and Sub Broker / Portfolio

Management

• Risk Management Services

• Chit Funds / Bhissis and auctions thereof

• Money Lenders (licensed and unlicensed)

• Scheme like gold loans or market linked

schemes

Definition of goods includes commodities and auction

able claims but excluding money and services have

been defined as anything other than goods. In other

words, all the financial sectors will be covered under

the GST Era. It is expected to have the seamless flow

of credit including CGST & SGST/IGST. Cost will be

lesser in GST regime. However, whether the prices

will be higher or lower, will be based on the Revenue

Neutral Rate (RNR) as stated to be @18% as

compared to 14.5% today. In other words, if such

seamless flow of ITC is not allow then there will be

inflationary trend in GST regime.

Engineering and Automobile:

Issues faced by Engineering and automobile sectors

includes:

• Line Rejections - whether every supply

GST?

• Job Work - whether every supply and receipt

- GST?

• NCCD, Automobile Cess, Entry taxes, Octroi

/ LBT, registration charges, road taxes etc.

• Spare Parts - whether MRP based valuation

will continue?

• Dealers Network in each state

• Moulds and dies - Clearance vis-à-vis sales

/ Free supplies / Amortization

Fate of engineering and automobile sector will be clear

only when meaning of supply and place and time of

supply rules have been specified. However, NCCD,

Automobile cess, Entry taxes, road taxes etc will be

still be prevailing in the GST Regime. Further,

petroleum products are not covered under the GST

and will be subjected to excise duty as well as any

state tax. Further, expected GST rate for automobile

may be at 40% and therefore, it is expected there

may be negative impact in the GST regime. However,

there will be positive impact in the GST Era for

engineering sector.

Pharma, Chemical and Bulk Drugs

Issues faced by Pharma, Chemical and Bulk Drugs

includes:

• MRP Based Valuation - whether will continue

or not ?

• Physician Samples - GST would be

applicable on supply

• Samples in Stock - GST would not be

applicable

• R & D activity - In R & D Centre, taxes paid

on material received for testing / research

and development becomes cost, since the

output is a service. In GST Regime, for the

taxes paid , credit would be available

• Material Destructed in Factory / Outside

factory

• Quality samples

• FOC Material received for manufacture

• Production on Loan Licencing basis -

Material Supplied and FG received

• Huge expenditure on Sponsorship -

presently covered under reverse charge

mechanism…

• Sales promotion - Gifts and other sales

promotion material

• Honorarium to Doctors

• Patents

It has been clarified by then Special Revenue

Secretary - Mrs. Rashmi Verma that there will be no

MRP based valuation in the GST Era and therefore

there will be a big relief in the Pharmaceuticals sectors.

Physician sample and sales promotional items will be
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more costlier, since at present it bears only incidence

of excise duty but in GST Era it will have the impact

on cost, since GST rate will be much higher which will

be composition of CGST and SGST/IGST and hence

sales promotional cost will be much higher minimum

by 6% to 7%. Manufacturing strategy of make or buy,

production on loan license basis or principal to principal

basis will have to be revisited in the GST regime.

Pharma sector will have major impact for revisiting

the strategies considering the proposed GST law and

place of supply Rules.

HOTEL AND HOSPITALITY

Luxury tax will be subsumed and consumer will not

pay dual taxes i.e. service tax and VAT. However,

there will be a GST rate only on total value on the bill.

Further, there will be seamless flow of credit and

hence it is expected that hotel and hospitality industry

will be benefited. However, whether the prices will be

higher or lower, will be based on the Revenue Neutral

Rate (RNR) as stated to be @18% as compared to

14.5% today. In other words, if such seamless flow of

ITC is not allow then there will be inflationary trend in

GST regime. Similarly, place of supply rule will

determine eligibility of ITC on B2B transactions.

IT & IT Enabled Services

At present there is hardly any credit is allowed either

on goods & services procured by IT and IT enabled

services. However in GST Era it is expected to have

the seamless flow of credit and hence IT and IT

Enabled services will be benefited. Exporters of IT

and IT enabled services will be highly benefited, since

refund mechanism will be much better and

streamlined with transparency than that of present

one.

E-Commerce / Retail

The most beneficiary sector will be e-commerce and

retail as compared to other trade and industries. There

will be a drastic reduction in logistics cost and logistic

time. Similarly, sales promotional cost will be higher

in GST regime and therefore spot discount will be

offered at E-commerce and consumer will be more

benefited when transaction is done through E-

Commerce. Therefore there will number of new

players in the era of e-commerce in the GST regime

and real benefit will come to the consumer. Place of

supply rules also reduce the litigations arising out of

present issues of jurisdiction and applicability of state

taxes.

Infrastructure

Infrastructure includes Power, road, port, railways and

mining.

At present,

• VAT is generally applicable on goods used

for construction,

• Service tax is exempt on the actual

construction of road.

• No indirect taxes on the output of the power

sector

• All input taxes (such as capital expenditure

on setting up power plants and duties and

taxes on coal) are a cost to power companies

• Railway and port sector - construction,

erection and commissioning services are

exempt from service tax

However, in GST Era there will be a seamless flow of

ITC and hence it is expected that cost of infrastructure

will be come down. Further, majority of the work while

developing the infrastructure is of works contract

nature, where there is a cascading impact of tax in

the present regime. It is expected that there is

seamless flow in GST mechanism and hence it is

expected reduction of cost in the GST Era.
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CUSTOMS

Notifications

Tariff:

• Concessional rate of BCD @ 5% on specified

goods imported from Union of Myanmar vide

Notification No. 9/95 Cus dated 6th March 1995

has been withdrawn. In other words these

specified goods will be subjected to BCD as per

tariff rate. [Notification No.3/2016-Cus dated

11th January 2016]

• Exemption from Basic Customs Duty and CVD

on specified goods required for medical, surgical,

dental or veterinary use has been restricted to

specific ITCHS. Earlier all goods falling under

ITCHS 9018 to 9022 were entitle for concessional

rate of duty. Accordingly Notification No. 12/2012

Cus dated 17th March 2012 & 21/2012 Cus dated

17th March 2012 has been amended to exclude

these items. [Notification No.4& 5/2016-Cus

dated 19th January2016]

• Fertilizer NPK 13:05:26 when imported into India

will be subjected to concessional rate of BCD @

2.5% and CVD @ 1%.This item has been

inserted in notification 12/2012 Cus.by removing

entry stating 13:25:26 Fertilizers. [Notification

No.6/2016-Cus dated 28th January2016]

• Exemption from concessional rate of BCD @ 5%

has been withdrawn on specified drugs &

lifesaving drugs mentioned in list 3 to notification

12/2012 Cus. [Notification No.6/2016-Cus

dated 28th January2016]

Non-Tariff:

• Tariff Value of following Imported goods have

been further amended as given below:

Sr. Chapter/ heading/ Description of Tariff value US $

No. sub-heading / tariff item goods (Per Metric Tonne)

(1) (2) (3) (4)

1 1511 10 00 Crude Palm Oil 566

2 1511 90 10 RBD Palm Oil 586

3 1511 90 90 Others Palm Oil 576

4 1511 10 00 Crude Palmolein 594

5 1511 90 20 RBD Palmolein 597

6 1511 90 90 Others Palmolein 596

7 1507 10 00 Crude Soya bean Oil 720

8 7404 00 22 Brass Scrap (all grades) 2821

9 1207 91 00 Poppy seeds 2593
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Sl. Chapter/ heading/ Description of Tariff value

No. sub-heading/tariff item goods (US $)

(1) (2) (3) (4)

1 71 or 98 Gold, in any form, in respect of which the 362 per 10 grams

 benefit of entries at serial number 321 and

323 of the Notification No.12/2012 -

Customs dated 17.03.2012 is availed

2 71 or 98 Silver, in any form, in respect of which the 443 per kilogram

benefit of entries at serial number 322 and

324 of the Notification No. 12/2012 -

Customs dated 17.03.2012 is availed

Sr. Chapter/ heading/ Description of Tariff value US $

No. sub-heading / tariff item goods (Per Metric Tonne)

(1) (2) (3) (4)

1 80280 Areca nuts 2558

[Notification No. 16/2016-Cus (NT) dated 29th January 2016]

Anti-Dumping Duty:

• Definitive anti-dumping duty has been imposed

on Mulberry Raw Silk (not thrown) of grade 3A

and below, originating in, or exported from the

People's Republic of China, for a period of five

years. [Notification 01/2016-Cus (ADD), dt.

28-01-2016]

• Definitive anti-dumping duty revised on

Melamine, originating in, or exported from the

People's Republic of China, for a period of five

years. The earlier notification imposing Anti-

Dumping Duty has been rescinded effective 28th

Jan 2016. [Notification 02 & 03/2016 - Cus

(ADD), dt. 28-01-2016]

• Anti-dumping duty on Rubber Chemical PX-13

has been lowered. It is revised from Rs 10.35 /

kg to Rs 5.90/ KG. [Notification No. 4/2016 -

Customs (ADD) dt 29-01-2016]

Safeguards Duty:

• No new Notifications.

Circulars:

• Krishnapatnam Sea port in Nellore, Andhra

Pradesh has now been appointed as the 19th

Sea port in the country where 24x7 facility of

Customs Clearance would be in operation.

[Circular No. 1/2016 dated 06/01/2016]

Instructions:

• No new Instructions.

CENTRAL EXCISE

Notifications:

Tariff:

• Excise duty on Petrol increased by 75 paise per

litre and on diesel by Rs.2 per litre from 15th Jan

2016. [Notification No. 02/2016-CE, dated

15th Jan 2016]

Non-Tariff:

• No new notification.

Circulars:
• In order to speed up the transfer of the fund

directly to the beneficiary's bank account after

sanction of the refund/rebate claim and thereby

promote ease of doing business, CBEC issues

General guidelines for implementation of e-

payment of refund/rebate. To avail this benefit

claimant shall file one-time authorisation in

duplicate, duly certified by the beneficiary bank

in prescribed format. [Circular No.1013/1/2016-

CX, dated 12nd Dec 2016]
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Instructions:

• It has been clarified that, Certificates issued by

the concerned Superintending Engineering and

countersigned by Chief Engineer in the rank of

Joint Secretary in the Ministry of Road Transport

& Highways, Government of India should be

considered to avail exemption of Central Excise

duty for the goods required for the execution of

work financed by International Funding

Organization like World Bank under notification

no.108/95 - Central Excise dated 28.08.1995 as

amended. [Instruction No.F.No.96/41/2015-

CX., dated 7th Jan 2016]

• It has been instructed to Principal Chief

Commissioners/Chief Commissioners to furnish

a monthly report in prescribed format

enumerating the number of cases reviewed on

the basis of earlier Supreme Court's decision on

the identical matters and the appeals withdrawn

on this account to the Board w.r.t. Instruction

No.F.No.390/Misc./67/2014-JC, dated 18th Dec

2015. [Instruction No.F.No.390/163/2010-JC,

dated 21st Jan 2016]

LBT:

• No new notification.

SERVICE TAX

Notifications:
• No new Notifications.

Circular:

• No new Circulars.

Instructions:

• In case of valuation of tripartite agreement of

flats, it has been clarified that the interpretation

in circulars will prevails over that in Educational

Guide, as it is was released purely as a measure

of facilitation. [F.No.354 311 2015 TRU ST dated

20th January 2016]

• It has been instructed to Principal Chief

Commissioners/Chief Commissioners to furnish

a monthly report in prescribed format

enumerating the number of cases reviewed on

the basis of earlier Supreme Court's decision on

the identical matters and the appeals withdrawn

on this account to the Board w.r.t. Instruction

No.F.No.390/Misc./67/2014-JC, dated 18th Dec

2015. [Instruction No.F.No.390/163/2010-JC,

dated 21st Jan 2016]

Income Tax
• Article 27 w.r.t. "Exchange of Information" under

DTAA between the Government of the Republic

of India and the Government of the Republic of

Belarus has been amended. This will enable

easy exchange of information between the two

countries. [Notification No.02/2016 dated 13th

Jan 2016]

• Electronic form 9A and 10 will be required to be

submitted in respect of claiming exemption

towards Income received from property held for

Charitable and Religious purpose under section

11 of Income Tax Act, 1961. [Notification

No.03/2016 dated 14th Jan 2016]

• Additional Modes have been prescribed for

Electronic Verification Code(EVC) for

electronically filed Income Tax Return.

1. Additional Modes- EVC is generated by

giving Bank details to the e-filing website:

Details such as Bank Account Number,

IFSC, Email Id and Mobile number have to

be given and the details will be verified

through Bank.

2. Additional Modes- EVC is generated by

giving Demat details registered with CDSL/

NSDL: Details such as Demat Account

Number, Email Id and Mobile number have

to be given and the details will be verified

through the depository (CDSL/NSDL).

[Notification No.01/2016 dated 19th Jan 2016]

MVAT
• In the MVAT Act, 2002 in Schedule A, after Entry

12A the following entry shall be inserted namely:

12B Drugs and medical equipments used in Nil%

the dialysis for the treatment of patients

suffering from Kidney disease

[Notification No. VAT 1515/CR-169 / Taxation-

1 dated 2nd Jan 2016]
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• Following amendments has been made for

Refund of MVAT to Diplomatic Mission of

Republic of Turkey.

a. The refund would be admissible on the

official and personal purchases of the

following goods only :-

Security equipment, office equipment,

electronic and electrical devices, food and

non-alcoholic beverages, cleaning supplies,

household and gardening equipment,

medical equipment (excluding medication),

construction materials, printed matter, spare

parts for official cars and clothing.

b. The minimum invoice value of official and

personal purchases shall be Rupees Five

Thousand and One Hundred for the refund

of tax.

c. Refund of tax shall not be admissible on

personal purchases exceeding Rupees

Fourteen Lakh per annum, per official.

In the case of Royal Norwegian Consulate the

purchase price of goods purchases for official

use of the Consulate and personal use of its

diplomats, through a single invoice, shall not be

less than Rupees Five Thousand excluding tax.

[Notification No. VAT 1515/CR-169 / Taxation-

1 dated 2nd Jan 2016]

Trade Circulars:

• Due date of submission of the Audit report in

Form 704 for the year 2014-15 extended from

15th January 2016 to 21st January 2016. Hence,

date submission of physical copy of

acknowledgment and Statement of submission

of audit report is also extended to 1st February

2016. [Circular No.3T dated 28th Jan 2016]

SEZ
No new notifications.

COMPANY LAW

Notifications:
• Investor Education and Protection Fund Authority

(Appointment of Chairperson and Members,

Holding of Meetings and provisions for Offices

and Officers) Rules, 2016 has been issued and

all provisions of Section 125 except for manner

of administration of Investor Education and

Protection Fund will be effective from 13th Jan

2016 [Notification No. G.S.R ( E) dated 13th

Jan 2016 and Notification No. S. O. 125 ( E)

dated 13th Jan 2016]

• Now three opportunities will be provided for

resubmissions in case of defects or deficiencies

raised by ROC w.r.t. e-Form INC-1 for

reservation of name of the proposed company.

Earlier only two re-submissions are allowed now

it is extended to three resubmissions.

[Notification No. G.S.R ( E) dated 22nd Jan

2016]

• Now Central Government establishes a Central

Registration Centre (CRC) having territorial

jurisdiction all over India, for discharging or

carrying out the function of processing and

disposal of applications for reservation of names

under the provisions the Act. The CRC shall

function under the administrative control of

Registrar of Companies, Delhi (ROC Delhi), who

shall act as the Registrar of the CRC until a

separate Registrar is appointed to the CRC. The

CRC shall process applications for reservation

of name i.e., e-Form No. INC-1 filed along with

the prescribed fee as provided in the Companies

(Registration of Offices and Fees) Rules, 2014.

This will come into effect from 26th Jan 2016.

[Notification No. S. O. 218 ( E) dated 22nd

Jan 2016]

Circulars:

• Frequently Asked Questions w.r.t. Corporate

Social Responsibility under Section 135 of

Companies Act, 2013 has been issued for

effective implementation of CSR, better

understanding and help to stakeholders and

companies. [General Circular No.01/2016

dated 12th Jan 2016]

• It has been further clarified and confirmed that

HUF/ its Karta cannot be a Partner / Designated

Partner in LLP. [General Circular No.02/2016

dated 15th Jan 2016]
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FOREIGN TRADE POLICY

Notifications:
• Now import of Apples   covered under  Tariff code

08081000 is also allowed   through sea ports &

air ports  in  Kolkata, Chennai, Mumbai & Cochin

and  land ports and airport in Delhi and also

allowed through India's land border.

[Notification No. 30/2015-2020 dated

12/01/2016]

• Now export of Roasted Gram (whole/split) in

consumer packs of 1 (one) Kg has been

permitted. [Notification No. 31/2015-2020

dated 20/01/2016]

• Import of Natural Rubber of all varieties/Forms

covered under Tariff Code 4001 is allowed only

through sea ports of Chennai in addition to JNPT.

[Notification No. 32/2015-2020 dated 20/01/

2015]

• Facility for import of Natural Rubber under

Advance Authorizations issued or revalidated on

or after 21.01.2016 will not available with

immediate effect up to 31.03.2016. [Notification

No. 33/2015-2020 dated 21/01/2015]

PUBLIC NOTICES:

• The dates of implementation of Track  and Trace

systems for export of  drug formulations along

with maintaining the Parent - Child relationship

in Packaging have been extended to 01.04.2016

for non SSI manufactured  drugs and 01.04.2017

for SSI manufactured  drugs. [Public Notice No.

52/2015-20 dated the 05/01/2016]

• Simplified procedure for modification/change in

Branch office / Head office/Registered office

address in IEC involving a change in

Jurisdictional RA is laid  down. [Public Notice

No. 53/2015-20 dated the 05/01/2016]

• The Branch office of M/s Indian Industries

Association at New Delhi is enlisted under

Appendix 2E of FTP 2015-2020 for issuing

Certificate of Origin (Non-preferential). [Public

Notice No. 54/2015-20 dated the 05/01/2016]

• Export of finished leather ,wet blue and EI Tanned

leather has been permitted through the ICD at

Kheda. [Public Notice No. 55/2015-20 dated

the 06/01/2016]

TRADE NOTICES:

• The DGFT in this Trade Notice has stated that

the highest standards of integrity are to be

maintained by all government servants in

discharge of their official duties. [Trade Notice

No. 12/2015 dated the 13/01/2016]

• DGFT is requesting to all those exporters of

services who do not possess IEC to voluntarily

obtain IEC from Regional Authorities of (RAs) of

DGFT. This is to be done for facilitation of

collection of data/statistics relating to import and

export of services. [Trade Notice No. 13/2015

dated the 15/01/2016]

• As DGFT is moving to IT enabled paperless and

personal contact free environment, so they have

prescribed necessary steps to be implemented

in all DGFT Offices vide this Trade Notice.

Some of the important steps are as below.

- Except for some persons there will restriction

on persons to be entered any DGFT office

including DGFT Headquarters henceforth.

- All queries/submissions to be made to any

DGFT office shall be made by e-mail to the

officer/staff member concerned. All such e-

mails will be replied to within 48 hours of

their receipt and the matter resolved in the

prescribed time frame.

- In matters where physical submission is

absolutely necessary, the applicant will

dispatch the physical documentation by

speed post with a copy of the e-mail/online

submission reference to link the two and

mention the same in the e-mail which can

include scanned copies of the documents

as attachments.

- If above mentioned procedure is not possible

to be followed then documents are required

to be submitted at the Receipt Desk at the

Office Reception, in each DGFT office. Also

have to ensure get the computerized

acknowledgment.

- If, notwithstanding the above, it is absolutely



Bizsol UPDATE February - 2016

12

necessary for an applicant to meet an officer

in person, the meeting shall be permissible

only with the Head of Office or a person not

below the rank of Joint DGFT who shall listen

to the applicant and facilitate timely and

proper disposal of the matter and convey a

response bye-mail.

[Trade Notice No. 14/2015 dated the

18/01/2016]

• It has been instructed by DGFT to RA concerned

that they should not ask for additional documents

other than those mentioned as mandatory at the

time of import & export. [Trade Notice No. 15/

2015 dated the 21/01/2016]

FEMA/RBI
Export of Goods and Services – Project Exports:

As per AP DIR Series Circular No. 39 dated 14

January 2016, in terms of which export of goods

or services on deferred payment terms or in

execution of a turnkey project or a civil

construction contract requires prior approval of

the approving authority, which shall consider the

proposal in accordance with the guidelines

issued by the Reserve Bank from time to time.

Further under A.P. (DIR Series) Circular No.11

dated July 22, 2014, in terms of which the

structure of Working Group (consisting of

representatives from Exim Bank, ECGC & RBI),

which has hitherto been permitted to consider

project exports and deferred service exports

proposals for contracts exceeding USD 100

Million in value has been dispensed with and AD

banks / Exim Bank have been permitted to

consider awarding post-award approvals without

any monetary limit and permit subsequent

changes in the terms of post award approval

within the relevant FEMA guidelines / regulations.

Project and service exporters may accordingly

approach AD banks / Exim Bank based on their

commercial judgment.

As it has been advised by the Government of

India that

1. The ‘OCCI’ has been renamed as ‘Project

Export Promotion Council’ (PEPC) and

2. Civil construction contracts may include

turnkey engineering contracts, process and

engineering consultancy services and

Project construction items (excluding steel

& Cement) along with civil construction

contracts, it has been decided to make the

necessary changes in Memorandum of

Instructions on Project and Service Exports

(PEM) accordingly.

For Master Directions, please refer the RBI

website. [RBI/2015-16/287, (DIR Series)

Circular No. 39]
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FX Updates

USD/INR ($)

The INR fell to a 2-year low against the US Dollar due to concerns over a China-led global growth slowdown. The
Rupee breached its psychological resistance of 68 levels in January '16 as investors remained cautious due to
uncertainty in global financial markets. Volatility and underlying weakness in crude oil prices triggered a sell-off
across emerging market assets, which also weighed on the Rupee. The local currency could trade lower against
the USD in the coming month due to global risk aversion.

EUR/INR (   )

The Euro remained volatile against the Rupee in January '16 on the back of persistent weakness in global crude oil
prices. The Euro remained under pressure due to weak EZ economic and inflationary outlook. The ECB is likely to
provide additional monetary stimuli to boost the growth rate and inflation levels in the EZ. The EUR/INR could trade
higher as weak economic forecasts for the EZ continue to undermine the Euro. The uncertainty over global crude
oil prices is likely to continue to weigh on the pair in February '16.

GBP/INR (£)

The Indian Rupee added major gains against the Sterling in the previous month and was seen trading close to 96
levels earlier in the month. Uncertainty over Britain's position in the EU continued to weigh on the demand for the
Pound. British PM David Cameron remained optimistic about Britain's position in a reformed EU, which limited the
losses in the GBP. The Sterling remained subdued as BoE Governor Mark Carney hinted at postponing the
decision on an interest-rate hike.

JPY/INR (¥)

The Yen strengthened against the Rupee earlier in the month on the back of a rise in demand for the safe-haven
Yen due to global risk aversion. The Rupee also traded lower against the Yen due to concerns over a China-led
slowdown, tumbling oil prices and volatility across financial markets. But, the BoJ's decision to introduce negative
interest-rates weighed on the JPY, which surrendered its gains at the end of the month. A fall in Japanese CPI
further dented the demand for the Yen.

Tenure USD/INR EUR/INR GBP/INR JPY/INR

Current Levels (01/02/2016) 67.74 73.47 96.55 0.5588

1 Week 67.55-67.95 73.25-73.65 96.40-96.70 0.5575-0.5605

2 Weeks 67.40-68.05 73.15-73.80 96.35-97.05 0.5552-0.5615

4 Weeks 67.35-68.15 73.02-74.05 96.25-97.15 0.5540-0.5625

Key Economic Indicators

Date Currency Event Forecast Previous

04/02/2016 GBP BOE Inflation Report - -

10/02/2016 USD Fed Chair Yellen Testifies - -

12/02/2016 EUR German Prelim GDP - -

12/02/2016 INR Balance Of Trade ($) -11.1B -11.66B

15/02/2016 JPY Prelim GDP - -0.2%

16/02/2016 GBP CPI - -

17/01/2016 USD PPI - -

23/02/2016 EUR German Ifo Business Climate - -

26/02/2016 USD Unemployment Claims - -
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CBEC Notified Exchange Rate for Conversion of Foreign Currency w.e.f.,
22nd January, 2016 [Notification No.14/2016-Customs (N.T) Dated 21st January
2016 & Notification No.17/2016-Customs (N.T) Dated 1st February 2016]

SCHEDULE - I

S.No. Foreign Currency

Rate of exchange of one unit of foreign currency

equivalent to Indian rupees

(For Imported Goods) (For Export Goods)

1 Australian Dollar 47.70 46.30

2 Bahrain Dinar 185.45 174.8

3 Canadian Dollar 47.35 46.35

4 Danish Kroner 10.05 9.75

5 EURO 74.70 72.90

6 Hong Kong Dollar 8.75 8.60

7 Kuwait Dinar 229.20 216.60

8 New Zealand Dollar 44.30 43.10

9 Norwegian Kroner 7.75 7.55

10 Pound Sterling 97.30 95.15

11 Singapore Dollar 47.65 46.70

12 South African Rand 4.40 4.15

13 Saudi Arabian Riyal 18.60 17.60

14 Swedish Kroner 8.00 7.80

15 Swiss Franc 68.40 66.70

16 UAE Dirham 19.00 18.00

17 US Dollar 68.40 67.35

18 Chinese Yuan 10.45 10.20

S.No. Foreign Currency

Rate of exchange of 100 units of foreign currency

equivalent to Indian rupees

(For Imported Goods) (For Export Goods)

1 Japanese Yen 58.55 57.25

2 Kenya Shilling 68.20 64.40

SCHEDULE-II
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Companies Act 2013 has been enacted on 30th

August 2013 and earlier 98 Sections were made

effective from 12th September 2013 and now around

185 Sections are made effective from 1st April 2014.

Moreover, numbers of rules have also been notified

and therefore it is important to get updated on the

same.

Chapter X read with Section 139 to Section 148 deals

with provisions relating to Audit & Auditors as given

below:

• Section 139 - Appointment of auditors

• Section 140 - Removal, resignation of auditor

and giving of special notice

• Section 141 - Eligibility, Qualifications and

disqualifications of auditors

• Section 142 - Remuneration of auditors

• Section 143 - Powers and duties of auditors and

auditing standards

• Section 144 - Auditor not to render certain

services

• Section 145 - Auditor to sign audit reports, etc.

• Section 146 - Auditors to attend general meeting

• Section 147 - Punishment for contravention

• Section 148 - Central Government to specify

audit of items of cost in respect of certain

companies.

Section 143 deals with "Powers &duties of auditors

and Auditing Standards" of auditors and therefore it

needs to be carefully examined. Provisions of Section

143 are reproduced below:

(1) Every auditor of a company shall have a right of

access at all times to the books of account and

vouchers of the company, whether kept at the

registered office of the company or at any other

place and shall be entitled to require from the

officers of the company such information and

explanation as he may consider necessary for

the performance of his duties as auditor and

amongst other matters inquire into the following

matters, namely:-

a. whether loans and advances made by the

company on the basis of security have been

properly secured and whether the terms on

which they have been made are prejudicial

to the interests of the company or its

members;

b. whether transactions of the company which

are represented merely by book entries are

prejudicial to the interests of the company;

c. where the company not being an

investment company or a banking company,

whether so much of the assets of the

company as consist of shares, debentures

and other securities have been sold at a

price less than that at which they were

purchased by the company;

d. whether loans and advances made by the

company have been shown as deposits;

e. whether personal expenses have been

charged to revenue account;

f. where it is stated in the books and

documents of the company that any shares

have been allotted for cash, whether cash

has actually been received in respect of

such allotment, and if no cash has actually

been so received, whether the position as

stated in the account books and the balance

sheet is correct, regular and not misleading:

Provided that the auditor of a company which is a

holding company shall also have the right of access

to the records of all its subsidiaries in so far as it relates

to the consolidation of its financial statements with

that of its subsidiaries.

 ROLES & RESPONSIBILITIES OF THE AUDITOR
UNDER COMPANIES ACT 2013

By CMA Ashok B. Nawal
Contact: +91 9890165001 • Email: nawal@bizsolindia.com

21st January 2016



Bizsol UPDATE February - 2016

16

(2) The auditor shall make a report to the members

of the company on the accounts examined by

him and on every financial statements which are

required by or under this Act to be laid before

the company in general meeting and the report

shall after taking into account the provisions of

this Act, the accounting and auditing standards

and matters which are required to be included in

the audit report under the provisions of this Act

or any rules made thereunder or under any order

made under sub-section (11) and to the best of

his information and knowledge, the said

accounts, financial statements give a true and

fair view of the state of the company's affairs as

at the end of its financial year and profit or loss

and cash flow for the year and such other matters

as may be prescribed.

(3) The auditor's report shall also state :

a. whether he has sought and obtained all the

information and explanations which to the

best of his knowledge and belief were

necessary for the purpose of his audit and

if not, the details thereof and the effect of

such information on the financial statements;

b. whether, in his opinion, proper books of

account as required by law have been kept

by the company so far as appears from his

examination of those books and proper

returns adequate for the purposes of his

audit have been received from branches not

visited by him;

c. whether the report on the accounts of any

branch office of the company audited under

sub-section (8) by a person other than the

company's auditor has been sent to him

under the proviso to that sub-section and

the manner in which he has dealt with it in

preparing his report;

d. whether the company's balance sheet and

profit and loss account dealt with in the

report are in agreement with the books of

account and returns;

e. whether, in his opinion, the financial

statements comply with the accounting

standards;

f. the observations or comments of the

auditors on financial transactions or matters

which have any adverse effect on the

functioning of the company;

g. whether any director is disqualified from

being appointed as a director under sub-

section (2) of section 164;

h. any qualification, reservation or adverse

remark relating to the maintenance of

accounts and other matters connected

therewith;

i. whether the company has adequate internal

financial controls system in place and the

operating effectiveness of such controls;

j. such other matters as may be prescribed.

(4) Where any of the matters required to be included

in the audit report under this section is answered

in the negative or with a qualification, the report

shall state the reasons therefor.

(5) In the case of a Government company, the

Comptroller and Auditor-General of India shall

appoint the auditor under sub-section (5) or sub-

section (7) of section 139 and direct such auditor

the manner in which the accounts of the

Government company are required to be audited

and thereupon the auditor so appointed shall

submit a copy of the audit report to the

Comptroller and Auditor-General of India which,

among other things, include the directions, if any,

issued by the Comptroller and Auditor-General

of India, the action taken thereon and its impact

on the accounts and financial statement of the

company.

(6) The Comptroller and Auditor-General of India

shall within sixty days from the date of receipt of

the audit report under sub-section (5) have a right

to:

a. conduct a supplementary audit of the

financial statement of the company by such

person or persons as he may authorized in

this behalf; and for the purposes of such

audit, require information or additional

information to be furnished to any person

or persons, so authorized, on such matters,

by such person or persons, and in such

form, as the Comptroller and Auditor-

General of India may direct; and
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b. comment upon or supplement such audit

report: Provided that any comments given

by the Comptroller and Auditor-General of

India upon, or supplement to, the audit

report shall be sent by the company to every

person entitled to copies of audited financial

statements under sub section (1) of section

136 and also be placed before the annual

general meeting of the company at the

same time and in the same manner as the

audit report.

(7) Without prejudice to the provisions of this

Chapter, the Comptroller and Auditor-General of

India may, in case of any company covered under

sub-section (5) or sub-section (7) of section 139,

if he considers necessary, by an order, cause

test audit to be conducted ofthe accounts of such

company and the provisions of section 19A of

the Comptroller and Auditor-General's (Duties,

Powers and Conditions of Service) Act, 1971,

shall apply to the report of such test audit.

(8) Where a company has a branch office, the

accounts of that office shall be audited either by

the auditor appointed for the company (herein

referred to as the company's auditor) under this

Act or by any other person qualified for

appointment as an auditor of the company under

this Act and appointed as such under section

139, or where the branch office is situated in a

country outside India, the accounts of the branch

office shall be audited either by the company's

auditor or by an accountant or by any other

person duly qualified to act as an auditor of the

accounts of the branch office in accordance with

the laws of that country and the duties and powers

of the company's auditor with reference to the

audit of the branch and the branch auditor, if any,

shall be such as may be prescribed:

Provided that the branch auditor shall prepare a

report on the accounts of the branch examined

by him and send it to the auditor of the company

who shall deal with it in his report in such manner

as he considers necessary.

(9) Every auditor shall comply with the auditing

standards.

(10) The Central Government may prescribe the

standards of auditing or any addendum there to,

as recommended by the Institute of Chartered

Accountants of India, constituted under section

3 of the Chartered Accountants Act, 1949, in

consultation with and after examination of the

recommendations made by the National

Financial Reporting Authority:

Provided that until any auditing standards are

notified, any standard or standards of auditing

specified by the Institute of Chartered

Accountants of India shall be deemed to be the

auditing standards.

(11) The Central Government may, in consultation

with the National Financial Reporting Authority,

by general or special order, direct, in respect of

such class or description of companies, as may

be specified in the order, that the auditor's report

shall also include a statement on such matters

as may be specified therein.

(12) Notwithstanding anything contained in this

section, if an auditor of a company, in the course

of the performance of his duties as auditor, has

reason to believe that an offence involving fraud

is being or has been committed against the

company by officers or employees of the

company, he shall immediately report the matter

to the Central Government within such time and

in such manner as may be prescribed.

(13) No duty to which an auditor of a company may

be subject to shall be regarded as having been

contravened by reason of his reporting the matter

referred to in sub-section (12) if it is done in good

faith.

(14) The provisions of this section shall mutatis

mutandis apply to-

a. the cost accountant in practice conducting

cost audit under section 148; or

b. the company secretary in practice

conducting secretarial audit under section

204.

(15) If any auditor, cost accountant or company

secretary in practice do not comply with the

provisions of sub-section (12), he shall be

punishable with fine which shall not bless than

one lakh rupees but which may extend to twenty-

five lakh rupees.



Bizsol UPDATE February - 2016

18

Moreover, provisions of Section 147 (2) stipulates that,

If an auditor of a company contravenes any of the

provisions of section 139, section 143, section 144 or

section 145, the auditor shall be punishable with fine

which shall not be less than twenty-five thousand

rupees but which may extend to five lakh rupees:

Provided that if an auditor has contravened such

provisions knowingly or willfully with the intention to

deceive the company or its shareholders or creditors

or tax authorities, he shall be punishable with

imprisonment for a term which may extend to one

year and with fine which shall not be less than one

lakh rupees but which may extend to twenty-five lakh

rupees.

Each Auditor have to comply with the auditing

standards and Cost Accountant have to comply with

Cost Auditing Standards and Company Secretary

needs to comply with secretarial standards. Otherwise,

provisions of Section 143(15) read with Section 147(2)

will be applicable.

In view of the same, it is important to understand such

standards. The comparison of relevant auditing

standards is given below:

S.No. IAASB ICAI ICAI-CMA

1 ISA 300, Planning an Audit of Fi-

nancial Statements

SA 300 (Revised), Planning an

Audit of Financial Statements

CAS-101, Planning an Audit of Cost

Statement - effective 11.09.2015

2 ISA 230, Audit Documentation SA 230 (Revised), Audit Documen-

tation

CAS-102, Cost Audit Documenta-

tion - effective 11.09.2015

6 ISA 530, Audit Sampling SA 530 (Revised), Audit Sampling SCA-106 Finalized by the Board,

approved by the Council and sent

to MCA for approval

7 ISA 500, Audit Evidence

ISA 501, Audit Evidence-Specific

Considerations for Selected Items

SA 500 (Revised), Audit Evidence

SA 501 (Revised), Audit Evidence-

Specific Considerations for Se-

lected Items

Approved by Board in 23rd meet-

ing held on 10.12.2015; sent to

Council for approval

3 ISA 200, Overall Objectives of the

Independent Auditor and the Con-

duct of an Audit in Accordance with

International Standards on Auditing

SA 200 (Revised), Overall

Objectives of the Independent

Auditor and the Conduct of an Audit

in Accordance with Standards on

Auditing

CAS-103, Overall Objectives of the

Independent Cost Auditor and the

Conduct of an Audit in Accordance

with Standards on Auditing - effec-

tive 11.09.2015

4 ISA 315, Identifying and Assess-

ing the Risks of Material Misstate-

ment through Understanding the

Entity and Its Environment

SA 315, Identifying and Assessing

the Risks of Material Misstatement

through Understanding the Entity

and Its Environment

CAS-104, Knowledge of Business,

its Processes and Business Envi-

ronment - effective 11.09.2015

5 ISA 210, Agreeing the Terms of

Audit Engagements

SA 210 (Revised), Agreeing the

Terms of Audit Engagements

SCA-105 Finalized by the Board,

approved by the Council and sent

to MCA for approval

8 ISA 320, Materiality in Planning and

Performing an Audit

SA 320 (Revised), Materiality in

Planning and Performing an Audit

Approved by Board in 23rd meet-

ing held on 10.12.2015; sent to

Council for approval

9 ISA 240, The Auditor's Responsi-

bilities Relating to Fraud in an Au-

dit of Financial Statements

SA 240 (Revised), The Auditor's

Responsibilities Relating to Fraud

in an Audit of Financial Statements

Approved by Board in 21stmeeting

dated 5/6.10.2015; ED issued on

16.11.2015; Being placed before

Board in 24th meeting to be held

on 24.12.2015
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S.No. IAASB ICAI ICAI-CMA

10 ISA 450, Evaluation of Misstate-

ments Identified during the Audit

SA 450, Evaluation of Misstate-

ments Identified During the Audit

Approved by Board in 22ndmeeting

dated 6.11.2015; ED issued on

27.11.2015; to be placed in 25th

meeting

11 ISA 580, Written Representations SA 580 (Revised), Written Repre-

sentations

Approved by Board in 22ndmeeting

dated 6.11.2015; ED issued on

27.11.2015; to be placed in 25th

meeting

12 ISA 610, Using the Work of Inter-

nal Auditors

SA 610 (Revised), Using The Work

of Internal Auditors

Approved by Board in 23rd meet-

ing held on 10.12.2015; ED being

issued.

13 ISA 620, Using the Work of an

Auditor's Expert

SA 620 (Revised), Using the Work

of an Auditor's Expert

Approved by Board in 23rd meet-

ing held on 10.12.2015; ED being

issued.

14 ISA 260, Communication with

Those Charged with Governance

ISA 265, Communicating Deficien-

cies in Internal Control to Those

Charged with Governance and

Management

SA 260 (Revised), Communication

with Those Charged with Gover-

nance

SA 265, Communicating Deficien-

cies in Internal Control to Those

Charged With Governance and

Management

Under preparation

15 ISA 520, Analytical Procedures SA 520 (Revised), Analytical Pro-

cedures

Under preparation

16 ISA 330, The Auditor's Responses

to Assessed Risks

SA 330, The Auditor's Responses

to Assessed Risks

Under preparation

17 ISA 600, Special Considerations-

Audits of Group Financial State-

ments (Including the Work of Com-

ponent Auditors)

SA 600 (AAS 10), Using the Work

of Another Auditor

Under preparation

18 ISA 550, Related Parties SA 550 (Revised), Related Parties Under preparation

19 ISA 250, Consideration of Laws and

Regulations in an Audit of Finan-

cial Statements

SA 250 (Revised), Consideration of

Laws and Regulations in an Audit

of Financial Statements

Under preparation

20 ISA 402, Audit Considerations Re-

lating to an Entity Using a Service

Organization

SA 402 (Revised), Audit Consider-

ations Relating to an Entity Using

a Service Organization

Under preparation

21 ISA 505, External Confirmations SA 505 (Revised), External Confir-

mations

Under preparation

22 ISA 700, Forming an Opinion and

Reporting on Financial Statements

ISA 705, Modifications to the Opin-

ion in the Independent Auditor's

Report

SA 700 (Revised), Forming an

Opinion and Reporting on Financial

Statements

SA 705, Modifications to the Opin-

ion in the Independent Auditor's

Report

Under preparation
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S.No. IAASB ICAI ICAI-CMA

23 ISA 720, The Auditor's Responsi-

bilities Relating to Other Informa-

tion in Documents Containing Au-

dited Financial Statements

SA 720,The Auditor's Responsibil-

ity in Relation to Other Information

in Documents Containing Audited

Financial Statements

Under preparation

24 ISA 560, Subsequent Events SA 560 (Revised), Subsequent

Events

Under preparation

26 ISA 710, Comparative Information-

Corresponding Figures and Com-

parative Financial Statements

SA 710 (Revised), Comparative

Information-Corresponding Figures

and Comparative Financial State-

ments

Under preparation

27 International Standard on Quality

Control (ISQC) 1, Quality Controls

for Firms that Perform Audits and

Reviews of Financial Statements,

and Other Assurance and Related

Services Engagements

SQC 1, Quality Control for Firms

that Perform Audit and Reviews of

Historical Financial Information,

and other Assurance and Related

Services Engagements

Guidance Manual for Audit Qual-

ity, prepared by the Quality Review

Board (QRB); Audit Standard to be

issued

28 ISA 510, Initial Audit Engagements-

Opening Balances

SA 510 (Revised), Initial Audit En-

gagements - Opening Balances

Not relevant

25 ISA 800, Special Considerations-

Audits of Financial Statements Pre-

pared in Accordance with Special

Purpose Frameworks

SA 800, Audits of Financial State-

ments Prepared in Accordance with

Special Purpose Frameworks

Under preparation

29 ISA 540, Auditing Accounting Es-

timates, Including Fair Value Ac-

counting Estimates, and Related

Disclosures

SA 540 (Revised), Auditing Ac-

counting Estimates, Including Fair

Value Accounting Estimates, and

Related Disclosures

Not relevant

30 ISA 570, Going Concern SA 570 (Revised), Going Concern Not relevant

31 ISA 706, Emphasis of Matter Para-

graphs and Other Matter Para-

graphs in the Independent Auditor's

Report

SA 706, Emphasis of Matter Para-

graphs and Other Matter Para-

graphs in the Independent Auditor's

Report

Not relevant

32 ISA 805, Special Considerations-

Audits of Single Financial State-

ments and Specific Elements, Ac-

counts or Items of a Financial

Statement

SA 805, Special Considerations-

Audits of Single Financial State-

ments and Specific Elements, Ac-

counts or Items of a Financial

Statement

Not relevant

33 ISA 810, Engagements to Report

on Summary Financial Statements

SA 810, Engagements to Report

on Summary Financial Statements

Not relevant
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It means, auditors / cost auditors have to maintain

audit trends and such documents / records as

prescribed in respective auditing standards.

Further, it is important to note the meaning of

Fraud defined under :

Indian Penal Code, 1860

1.3 Indian Penal Code, which is the mother law

concerning frauds has, as such, not defined the term

'fraud'. However, it has defined other related terms

such as 'wrongful gain', 'wrongful loss', 'dishonestly',

'fraudulently', and 'reason to believe'. These are

asunder:

Section 23 "Wrongful gain"

"Wrongful gain" is gain by unlawful means of

property which the person gaining is not legally entitled.

"Wrongful loss" is the loss by unlawful means of

property to which the person losing it is legally entitled.

Gaining wrongfully, losing wrongfully- A person is said

to gain wrongfully when such person retains

wrongfully, as well as when such person acquires

wrongfully. A person is sued to lose wrongfully when

such person is wrongfully kept out of any property as

well as when such person is wrongfully deprived of

property.

Section 24 "Dishonestly"- Whoever does anything

with the intention of causing wrongful gain to one

person or wrongful loss to another person, is said to

do that thing "dishonestly".

Section 25 "Fraudulently" - A person is said to do

a thing fraudulently if he does that thing with intent to

defraud but not otherwise.

Section 26 "Reason to believe"- A person is said

to have "reason to believe" a thing, if he has sufficient

cause to believe that thing but not otherwise.

Indian Contract Act, 1872 - Section 17 states as

follows

1.4 "Fraud" means and includes any of the following

acts committed by a party to a contract, or with his

connivance, or by his agents, with intent to deceive

another party thereto his agent, or to induce him to

enter into the contract;

• the suggestion as a fact, of that which is not true,

by one who does not believe it to be true;

• the active concealment of a fact by one having

knowledge or belief of the fact;

• a promise made without any intention of

performing it;

• any other act fitted to deceive;

• any such act or omission as the law specially

declares to be fraudulent.

Explanation-Mere silence as to facts likely to affect

the willingness of a person to enter into a contract is

not fraud, unless the circumstances of the case are

such that, regard being had to them, it is the duty of

the person keeping silence to speak, or unless his

silence, is, in itself, equivalent to speech.

Reserve Bank of India

1.5 RBI had, per se, not defined the term 'fraud' in its

guidelines on Frauds. A definition of fraud was,

however, suggested in the context of electronic

banking in the report of RBI Working Group on

Information Security, Electronic Banking, Technology

Risk Management and Cyber Frauds, which reads

as under:-

"A deliberate act of omission or commission by any

person, carried out in the course of a banking

transaction or in the books of accounts maintained

manually or under computer system in banks, resulting

into wrongful gain to any person for a temporary period

or otherwise, with or without any monetary loss to the

bank."

The Insurance Fraud Monitoring Framework

1.6 In the context of insurance business, Insurance

Regulatory and Development Authority (IRDA) has

defined fraud as:

"an act or omission intended to gain dishonest or

unlawful advantage for a party committing the fraud

or for other related parties."

The Companies Act, 2013

1.7 With reference to the provisions for punishment

for fraud, Section 447 of the Acthas explained the

terms fraud, wrongful gain and wrongful loss as under:

"fraud" in relation to affairs of a company or anybody

corporate, includes any act, omission, concealment

of fact or abuse of position committed by any person

or any other person with the connivance in any
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manner, with intent to deceive, to gain undue

advantage from, or to injure the interests of, the

company or its shareholders or its creditors or any

other person, whether or not there is any wrongful

gain or wrongfulness;

"wrongful gain" means the gain by unlawful means

of property to which the person gaining is not legally

entitled;

"wrongful loss" means the loss by unlawful means

of property to which the personlosing is legally entitled.

1.8 The above definition of fraud is so broad that it

conceivably includes any act committed by anyone

with wrongful intent.

1.9 Section 447 provides punishment for fraud, as

below:

• Criminal Liability (Imprisonment) - Minimum

of 6 months (3 years in case public interest is

involved) and Maximum of 10 years

• Civil Liability (Fine/Penalty) - Minimum

amount equivalent to the amount involved in the

fraud and Maximum upto 3 times of the amount

involved in fraud. Further, the penalty is non-

compoundable

In other words, the definition of fraud is not restricted

to fraud committed by employee to the

Management but it also includes any act, omission,

concealment of fact or abuse of position committed

by any person or any other person with the connivance

in any manner, with intent to deceive, to gain undue

advantage from, or to injure the interests of, the

company or its shareholders or its creditors or any

other person, whether or not there is any wrongful

gain or wrongful loss."

When the definition of "Fraud" is so large then it

becomes imperative to read the proviso to Section

147(2), which clearly mentioned that :

Quote :

Provisions to Section 147(2) clearly mentions that

Provided that if an auditor has contravened such

provisions knowingly or willfully with the intention to

deceive the company or its shareholders or creditors

or tax authorities, he shall be punishable with

imprisonment for a term which may extend to one

year and with fine which shall not be less than one

lakh rupees but which may extend to twenty-five lakh

rupees.

Each Auditor have to comply with the auditing

standards and Cost Accountant have to comply with

Cost Auditing Standards and Company Secretary

needs to comply with secretarial standards. Otherwise,

provisions of Section 143(15) read with Section 147(2)

will be applicable.

Un-Quote :

Rule 13 of the Companies (Audit and Auditors)
Rules, 2014

2.6 The Central Government, through the Ministry of

Corporate Affairs, vide GSR246(E) dated 31.03.2014,

has notified the Companies (Audit and Auditors)

Rules, 2014.

Rule 13 of the said Rules relates to reporting of frauds

by auditor. Further, Ministry of Corporate Affairs, vide

G.S.R. 972(E) dated 14.12.2015 has amended the

Companies (Audit and Auditors) Rules, 2014 and

completely substituted Rule 13 in the Companies

(Audit and Auditors) Amendment Rules, 2015. The

amended version of Rule 13 is reproduced below:

"13. Reporting of frauds by auditor and other
matters.-

(1) if an auditor of a company, in the course of the

performance of his duties as statutory auditor, has

reason to believe that an offence of fraud, which

involves or is expected to involve individually an

amount of rupees one crore or above, is being or has

been committed against the company by its officers

or employees, the auditor shall report the matter to

the Central Government.

(2) The auditor shall report the matter to the Central

Government as under;-

(a) the auditor shall report the matter to the

Board or the Audit Committee, as the case

may be, immediately but not later than two

days of his knowledge of the fraud, seeking

their reply or observations within forty-five

days;

(b) on receipt of such reply or observations, the

auditor shall forward his report and the reply

or observations of the Board or the Audit

Committee along with hiscomments (on

such reply or observations of the Board or
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the Audit Committee) to theCentral

Government within fifteen days of receipt

of such reply or observations

(c) in case the auditor fails to get any reply or

observations from the Board or the Audit

Committee within the stipulated period of

forty-five days, he shall forward his report

to the Central Government along with a note

containing the details of his report that was

earlier forwarded to the Board or the Audit

Committee for which he has not received

any reply or observations

(d) the report shall be sent to the Secretary,

Ministry of Corporate Affairs in a sealed

cover by Registered Post with

Acknowledgment Due or by Speed Post

followed by ane-mail in confirmation of the

same.

(e) the report shall be on the letter-head of the

auditor containing postal address, email

address and contact telephone number or

mobile number and be signed by the auditor

with his seal and shall indicate his

Membership Number; and

(f) the report shall be in the form of a statement

as specified in Form ADT-4.

(3) In case of a fraud involving lesser than the

amount specified in sub-rule (1), the auditor shall

report the matter to Audit Committee constituted

under Section 177 or to the Board immediately

but not later than two days of his knowledge of

the fraud and he shall report the matter specifying

the following:-

(a) Nature of Fraud with description;

(b) Approximate amount involved; and

(c) Parties involved.

(4) The following details of each of the fraud reported

to the Audit Committee or the Board under sub-

rule (3) during the year shall be disclosed in the

Board's Report:-

(a) Nature of Fraud with description;

(b) Approximate amount involved;

(c) Parties involved, if remedial action not

taken; and

(d) Remedial actions taken.

(5) The provision of this rule shall also apply, mutatis

mutandis, to a Cost Auditor and a Secretarial

Auditor during the performance of his duties

under section 148 and section 204 respectively.";

2.7 The significant provisions made in the

aforesaid rules that, mutatis mutandis, apply to

cost auditor and secretarial auditor performing

audit under section 148 and 204 respectively,

are summarized as under. Detailed interpretation

and applicability of these provisions, in different

circumstances, is made in the subsequent

chapters.

• Each fraud involving amount of rupees one crore

or above is required to be reported to the Central

Government.

• Each fraud involving amount less than rupees

one crore is required to be reported to the Board

or the Audit Committee, as the case may be.

• All frauds reported to the Board or the Audit

Committee is required to be disclosed in the

Board's Report.

• Maximum time to make a report to the Central

Government is sixty two days [2+45+15] of the

auditor's knowledge of the fraud.

• First reporting is immediate but not later than

two days of the auditor's knowledge of fraud.

• Board or the Audit Committee is required to reply

or make observations to the auditor within forty-

five days.

• The auditor is required to forward his report to

the Central Government within fifteen days of

receipt of reply or observations of the Board or

Audit Committee.

• In case no reply or observations are received

from the Board or Audit Committee within forty-

five days, the auditor is required to forward his

report to the Central Government.

• The report is required to be sent to the Secretary,

Ministry of Corporate Affairs.

Key points to be noted are:

• The report must be in the specified Form

ADT-4;

• It must be on the letter-head of the auditor

containing postal address, email address and

contact number;
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• It must be signed by the auditor with his seal

and Membership Number;

• It must be sent in a sealed cover;

• It must be sent by Registered Post with

Acknowledgment Due or by Speed post; and

• Each such communication must be followed by

an e-mail in confirmation.

In the context of cost accounting, Fraud &

Misconduct, together fall into the following categories

of risk that can undermine public trust and damage a

company's reputation for integrity:

• Fraudulent Cost Reporting (e.g. overstatement

of cost of goods sold, last minute adjustment that

significantly affect cost results, missing inventory

or physical assets of significant magnitude)

• Misappropriation of assets (e.g. embezzlement,

payroll fraud, theft, procurement fraud,

counterfeiting, wrong product mix)

• Revenue or assets gained by fraudulent or illegal

acts (e.g. over-billing customer, deceptive sales

practices, accelerated revenue, bogus revenue)

• Cost accounting policies that appear to be at

variance with industry norms

• Tolerance of violation of the company's Code of

Conduct

• Other misconduct (e.g. conflicts of interest,

denial of access to records, facilities, certain

employee, customer / vendor or other from whom

cost audit evidence might be sought)

• Even wrongly certifying Indirect Tax reconciliation

that tax payable, tax paid , tax collected is the

same and thereafter subsequently detected by

any revenue authorities of evasion of duties and

agreed by the company, may also get classified

under the heading of "Fraud" provided proper

care has not been taken.

• Not furnishing the reasons for difference between

the turnover as per financial accounts and as

per excise & /or service tax turnover.

The cost auditor has got more responsibility than that

of auditors under Companies Act 2013, since auditors

are not certifying tax payable, tax paid and tax

collected, as also are not required to give the

reconciliation between the turnover as per financial

account and turnover as per excise / service tax.
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Customs
v Classification: Cus - Notfn 4/2006-CE :

Assessee imported rutile welding grade and

claimed benefit of said Notfn for purpose of CVD

- Lower adjudicating authorities held that as per

Chapter Note-2 of Chapter 26, impugned goods

did not qualify to be called "ore" - Held: Notfn 4/

2006-CE inter alia unconditionally exempts ores

falling under chapter heading 2601 to 2617 - It

is nowhere brought out that goods imported were

concentrates - If goods were not concentrates

and were classified under 2614, they had to be

"ore" - It axiomatically follows that there was no

basis for lower authorities to deny benefit of said

Notfn, when they have themselves classified

impugned goods under 2614 and at no stage

even hinted that goods were "concentrates" -

Appeal allowed. [2016-TIOL-16-CESTAT-DEL]

v Appeal allowed since no evidence to prove

money laundering: In case of Import of rough

diamonds: Valuation report given by the panel

of GJEPC is not signed by all members & cannot

be considered as reliable as there are several

discrepancies - moreover, members of expert

panel who examined the diamonds are not

qualified government approved valuers of

diamonds - in the entire investigation, there is

not a tip of evidence in support of the DRI

allegation that overvaluation of the rough

diamonds is for the purpose of money laundering,

remittance of money overseas to cover the

differential cost of other imports or to park money

abroad for other unlawful activities - no

misdeclaration of value of rough diamonds, so

confiscation set aside - Appeals allowed. [2016-

TIOL-87-CESTAT-MUM]

Excise:
v Tribunal appeal shall not be entertained

unless mandatory deposit under Section 35F

of CEA is done: Impugned order was passed

after amendment, only stand of assessee is that

SCN was issued prior to amendment and

therefore, they are not covered by amended

section 35F of the Act - There is a clear direction

of legislature that Tribunal shall not entertain any

appeal unless assessee has deposited amount

as specified therein in respect of appeal filed after

amendment - Assessee is required to furnish

evidence of mandatory deposit as required under

amended section 35F of Act - No merit in appeal

filed by assessee - Assessee is directed to furnish

proof of mandatory as required under Section

35F as amended by the Act, within two weeks:

CESTAT. [2016-TIOL-88-CESTAT-AHM]

v SSI exemption under Notfn 8/2003-CE:

Assessee engaged in manufacture of beer/IMFL

machinery and storage tanks for storing/

processing beer - It is alleged that assessee

issued parallel invoices for bought out items and

if value of clearances of bought out items is

loaded to value of clearances of finished goods

of assessee, then such total would exceed

Rs.One crore and would cross SSI exemption

limit - Merely because the invoices issued did

not follow their sequential number it is not

sufficient to hold that these are parallel invoices

- Figures in said invoices tally with accounts -

The allegation that assessee suppressed facts

by issuing parallel invoices is factually wrong.

Another allegation in SCN is that assessee

manufactured complete brewery plant, using

bought out items, dismantled the same after

testing and then transported to buyers premises

from where it was again installed and erected by

assessee - On look of photograph of plant, it can

be said that brewery plant is a massive structure

and if once structured and fixed to ground, it

cannot be dismantled and transported without

damaging it - Therefore, case of department that

assessee manufactured complete plant and

bought out items are part of complete plant
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manufactured by assessee is untenable -

Impugned order is set aside. [2016-TIOL-14-

CESTAT-DEL]

v Clubbing of Clearance - Principles of Natural

Justice: Duty demand and penalty stands

confirmed by clubbing appellant's clearance with

the clearance of another unit - It is admitted fact

that the other unit was not issued and served

any SCN proposing to club their clearance with

appellant's clearance - It is settled law that when

Revenue proposes to club the clearances of two

units, SCN has to be issued to both the units -

Such clubbing without issuing any SCN to the

other unit, also affects them inasmuch as the

order holds the other unit as a dummy unit - To

hold the other unit so without following the

principles of 'natural justice' cannot be

appreciated in view of the precedents -

Impugned order set aside - Appeal allowed.

[2016-TIOL-17-CESTAT-BANG]

v Exemption benefit cannot be denied due to

procedural lapse: Assessee cleared goods to

DMRC Ltd without payment of duty by claiming

exemption under notfn 6/2002-CE as amended

vide Notfn 29/2003 - Benefit of exemption is

denied on ground that certificate was not

produced before clearances and that certificate

produced before adjudicating authority is only a

copy - From copy of certificate produced before

adjudicating authority, it is clear that goods were

cleared to DMRC Ltd. for use in DMRC project

and therefore goods satisfied the condition for

being exempted - When goods have otherwise

satisfied conditions for granting benefit, then a

liberal interpretation is called for at stage of

applicability - Certificate having been produced,

delay, if any, to produce certificate is only a

procedural lapse for which benefit of exemption

cannot be denied.[2016-TIOL-61-CESTAT-

DEL]

v Cenvat Credit on GTA Services: Credit on

service tax paid on GTA Services - Prices on

which goods are sold are FOR destination basis

and assessees are under contractual obligation

to deliver manufactured products at door of

customer and cost of transport of final product

upto door of customer is borne by assessee - As

per Parth Poly Wooven (P) Ltd. 2011-TIOL-891-

HC-AHM-ST , outward transport service used by

manufacturers for transportation of finished

goods from place of removal upto premises of

purchaser is covered within definition of 'input

service' provided in Rule 2(l) of CCR, 2004 -

Credit admissible.[2016-TIOL-75-CESTAT-DEL]

v Penalty under Rule 26 waived: Penalty under

Rule 26 imposed by the Commissioner on the

respondent Chartered Accountant for giving a

false certificate in respect of cash seized from

the premises of a gutka manufacturer - Penalty

set aside by the Tribunal - Revenue in appeal

against the order of the Tribunal. Held that the

reasoning given in the impugned order that the

issuance of certificate was not during the

transaction of transporting, removing, depositing,

keeping, concealing, selling or purchasing any

excisable goods is agreed with. The certificate

appears to have been obtained at the time of

the proceedings that were initiated for the

purpose of imposition of penalty and taking action

against the trader. This therefore could not be

described as an act to attract penalty under Rule

26 and 27, even though this may give a separate

cause of action on the ground of money

laundering or providing incorrect evidence in

order to extend any benefit to the trader or the

assessee. The penalty under Rule 26 and 27

therefore would not be attracted in the said

background and accordingly no substantial

question of law arises - Revenue appeal

dismissed. - Appeal dismissed: ALLAHABAD

HIGH COURT. [2016-TIOL-88-HC-ALL-CX]

v CENVAT Credit on outward transportation

beyond the place of removal allowed:

Revenue in appeal against the order of Tribunal

allowing the credit - Issue is covered by the

decision of Division Bench in case of M/s Parth

Poly Wooven Pvt Ltd - Revenue appeal

dismissed. GUJARAT HIGH COURT. [2016-

TIOL-76-HC-AHM-CX]

v Exemption (Captive consumption): Appellant

is a cement manufacturer and captively used

cement in their civil work for foundation of Plant

and Machinery, availing exemption under

Notification No.67/95-CE dated. 16.3.1995 for

clearance of cement - The adjudicating authority

denied the benefit on the ground that the inputs

were used for erecting the plant and machinery

as the same are not capital goods; confirmed
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the demand of duty along with interest and also

imposed penalty under Rule 25 of CER 2002 -

Commissioner (Appeals) upheld the demands,

now agitated herein - Appeal allowed: CHENNAI

CESTAT. [2016-TIOL-147-CESTAT-MAD]

Service Tax:
v ST Refund: Assessee had voluntarily paid ST

dues along with interest and penalty equivalent

to 25% of tax - Assessee submits that they had

not paid ST dues in time because, they were

ignorant of provisions - Ignorance of law is no

excuse - Therefore, payment of ST dues along

with interest and penalty was rightly made by

assessee - Rejection of their declaration for

immunity of interest and penalty under VCES

Scheme is also found to be proper, as said

Scheme was introduced w.e.f. 10.05.2013 only,

and it pertained to tax dues pending as on

01.03.2013 - Impugned order upheld. [2016-

TIOL-20-CESTAT-AHM]

v ST Penalty: Assessee have deposited tax on

being pointed out by revenue much before

issuance of SCN - Transaction was properly

recorded in books of account regularly

maintained by assessee - Issue was

interpretational of notification and exempt on

provisions and no active concealment or

contumacious conduct having been found on

part of assessee - Penalty imposed under section

77 and 78 of Act are set aside. [2016-TIOL-44-

CESTAT-ALL]

v Waiver of penalty as tax paid on pointing out

by revenue and much before issuance of

SCN: Assessee have deposited tax on being

pointed out by revenue much before issuance

of SCN - Transaction was properly recorded in

books of account regularly maintained by

assessee - Issue was interpretational of

notification and exempt on provisions and no

active concealment or contumacious conduct

having been found on part of assessee - Penalty

imposed under section 77 and 78 of Act are set

aside. [2016-TIOL-44-CESTAT-ALL]

v Tour operator service and travel agent

service: Activity undertaken by assessee is

booking of air tickets and arranging tour for their

clients - During impugned period, dispute relates

to international packages, tour provided by them

to their Indian customers, and receiving payment

in Indian currency in advance - Consideration

received for operating and arranging outbound

tours is not liable to levy and collection of ST

under provisions of Act, since taxable event is

provision of a taxable service; and not pursuit of

profession, of a taxable service providers -

Demand of ST confirmed on account of booking

of air ticket on cost of airticket service provided

by assessee to their customers under category

of tour operator service and they have provided

tour to their customers which include ticket as

well as hotel packages - Assessee is liable to

pay ST on composite amount - They have paid

duty as per Rule 7 of STR, 1994 i.e. on

concessional rate of duty - Stay application

allowed. [2016-TIOL-248-CESTAT-CHD]

v Overriding Commission earned on passenger

air ticket sales and on cargo sales taxable:

Air Travel Agent Service -Overriding Commission

earned on passenger air ticket sales and on cargo

sales viewed as taxable; demands adjudicated

and agitated before the Tribunal, who directed

the pre-deposit of Rs 20 lakhs, now agitated

herein.Matter remanded. [2016-TIOL-133-HC-

MAD-ST]

v Transfer of right to use goods is outside the

purview of definition of service: It is not

appropriate to determine the meaning of the

Agreement on the basis of a phrase used in the

Agreement - applicant is required to supply and

install the ESCIM System at the site of the

customer, supply consumables, as also provide

training and documentation with respect to the

System - transaction in question qualifies as a

transfer of right to use goods and consequently

is outside the definition of service: AAR. [2016-

TIOL-03-ARA-ST]

v Expenditure reimbursed at actuals, no

element of services so no question of

Service Tax: As per MOU between applicant and

one foreign firm IDEAS, applicant has agreed to

become a Distributor of books of various nature

which will be supplied by IDEAS and those books

will be sold to various purchasers in India - It is a

simple transaction between Distributor and

IDEAS that if Distributor comes to know about

any error that shall be corrected and extra
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expenditure required to be made by IDEAS would

be reimbursed separately, there seems to be no

element of service - Distributor applicant has not

asked any question about whether there is any

service provided by IDEAS to Distributor -

Whether sale of books to Indian entities involves

any 'service' and would attract ST liability is

answered in negative. Application disposed of.

AAR. [2016-TIOL-01-ARA-ST]

v Condonation of delay of 128 days in filing

appeal before the Commissioner (Appeals):

Appeal dismissed by the Commissioner

(Appeals) on the ground of delay impugned in

Writ Petition. Held that, though the order of

Commissioner (Appeals) does not suffer from

any legal infirmity, considering the specific

circumstances and also the fact that the tax as

well as interest had already been paid, and the

petitioner confined his prayer to penalty alone,

Appellate Authority is directed to look into the

issue afresh and pass appropriate order on

merits after hearing the petitioner. (para 7) -

Petition disposed of: MADRAS HIGH COURT.

[2016-TIOL-77-HC-MAD-ST]

Export Oriented Unit
v Demand due to mis use of 100% EOU

Scheme: Duty Demand on the ground that

appellant-manufacturer mis-used 100% EOU

scheme and procured/imported various raw

materials without payment of duties, LOP was

cancelled and subsequently, SCN in the case was

issued demanding Excise and Customs duties,

imposing penalties and redemption fine -

Appellant accepts that LOP cancelled but

contends that the OIO has no discussion and

findings on quantification of such huge demands

of more than 100 crores rupees; that it takes

summarily total value of goods either procured/

imported for the whole period 2000-2005; did not

consider the exports and inputs actually used for

the intended use and; also that some of the

demands made in earlier SCNs were also

confirmed- Adjudicating authority (AA) recorded

that appellant did not produce material even after

giving many opportunities and proceeded on the

ground that the LOP was cancelled, unit was

closed, export obligation was not fulfilled and

statutory returns were not submitted - However,

it is seen that AA did not examine and record

finding that how the present demand is over and

above the already confirmed demands and that

there is no overlapping of the quantification -

Earlier 4 SCNs having been issued on different

grounds is no reason for confirming demand

again in the present proceedings since it is clear

that all demands are linked to violation of

conditions of EOU scheme - Even if they are on

different grounds no discussion on such

distinction has been made in the OIO - As

accepted by Revenue itself, the demands are

clearly overlapping since the present SCN is on

all the inputs procured for the whole period - No

finding on appellant's claim on substantial exports

made by them during demand period - Hence,

matter remanded to original authority to examine

and record clear findings on all issues and for

clear quantification of duty demand - Appeal

disposed of. [2016-TIOL-43-CESTAT-DEL]

Foreign Trade Policy
v Incremental Export Incentivisation Scheme:

Government introduced an Incremental Export

Incentivisation Scheme ("IEIS") by Notfn 27(RE-

12)/2009-2014 ("the 2012 Notification") - By Notfn

44(RE-2013)/2009-2014 ("the 2013

Notification"), according to Petitioners, two

paragraphs were added to 2012 Notfn -

Petitioners are all exporters of various types of

products - It is the case of Petitioners that 2012

Notfn did not in and of itself prescribe any cap or

ceiling limit on quantum of duty credit scrip and

only prescribed a percentage of incremental

growth and contained various other qualifying

restrictions - All applications for export duty credit

scrip exceeding Rs. 20 lakhs were rejected by

Respondents. Petitions disposed of. [2016-

TIOL-157-HC-MUM-CUS]

v Benefit of Exemption denied on the ground

of Mis-declaration: Appellant imported and

cleared 'Mixed Waste Paper' availing

concessional rate of duty from 2002-2004 for

home consumption - Out of the total 52 Bills of

Entry 23 were cleared under DEEC advance

authorization scheme availing Notification

No.203/92-Cus. dt. 19.5.92 and others under

Notification No.21/2002-Cus. dt. 1.3.2002 - On
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examination of 2 live consignments, it was found

that the cargo declared as paper waste contained

plastic waste and scrap, metallic scrap and cloth

rags also to 8% of the total quantity - As they

were not declared and the benefit is not available

to them, duty was demanded on them and

consignments were seized and redemption fine

and penalty was imposed - Appellant contends

that the imports may usually contain certain mix

other than waste paper which was not known to

them at the time of import; that they are eligible

for the benefit as the imports were used by them

as per Notifications and; 'Mixed Waste Paper' is

rightly classifiable under 47079000 which covers

'unsorted waste and scrap' - Notification No.21/

2002-Cus prescribes concessional rate of duty

to all goods falling under Chapter 47.07 with

condition that they are used in manufacture of

paper and paper board, hence it is not an

unconditional one but a conditional exemption -

It was established that the imported goods

contained 2468.057 MTs of Plastic Waste/Scrap,

360.35 MTs of Metallic Waste and 103.280 MTs

of Cloth Waste (Rags) which were not declared

by appellant - As per the condition of the

Notification, appellant themselves executed an

undertaking before clearance of goods, binding

themselves that the goods shall be used for

manufacture of paper and paper board and also

undertook that in the event of non-compliance

they shall pay customs duty on such quantity -

Very fact that appellant knew very well that the

goods cannot be used in manufacture of final

product without sorting out the fibre contents and

non-fibre contraries and sent the contraries

directly to job-worker for sorting out, confirms that

appellant has not fulfilled the mandatory

condition of the notification to the extent of

quantity of plastic waste, metallic waste and cloth

waste (rags), since other contraries were not

covered under Sl.No.152 of the notification and

as they were not used in manufacture of paper

and paper board - From the description on the

Bills of Entry, it is seen that appellant used

different description of the goods and declared

that all the goods are classifiable under CTH

47079000 to claim concessional rate of duty -

Condition in the other notification no. 203/92 is

also similar and the other imported waste are

not covered by advance license scheme also -

Appellant's contention that the Ministry of

Environment & Forests permitted upto 8% of

recyclable material in waste paper imports, is not

tenable since the letter was issued in 2006

whereas the imports were from 2002-2004 and

it was issued in the context of pollution control

measures - Appellant's reliance on precedents

to show that the word 'use' can be taken broadly

is not applicable, since in the case, it is mandatory

condition and as per Supreme Court's decision,

the condition must be obeyed/fulfilled as exactly

stated in the notification - Appellant's contention

based on classification that CTH 47079000

covers 'unsorted waste and scrap' and as per

HSN Explanatory Notes, other contraries cannot

be classified separately and what is imported is

'Mixed Waste Paper' which is rightly classifiable

under CTH 4707 as the percentage of other

contraries is negligible and so imports are eligible

for the benefit granted to CTH 4707, has no merit

- From the perusal of CTH 4707, it is clear that

the word 'unsorted waste and scrap' only relates

to unsorted waste paper of headings 4707 10,

4707 20, 4707 30, which are mixed and unsorted

but does not cover 'unsorted waste paper mixed

with other materials' such as plastics, metallic

waste and rags - Hence, other waste are rightly

classifiable under appropriate headings - Other

waste imported in the guise of waste paper are

not eligible for exemption under both the

notifications and appropriate customs duty is to

be paid on them, under respective classifications

of the items - Customs duty demand raised on

proportionate quantity of other waste imported

by denying the benefit of exemption to them, is

upheld - (paras 21, 22, 23, 24, 25, 26, 27, 29,

30, 31, 32) - Appeal dismissed : CHENNAI

CESTAT. [2016-TIOL-153-CESTAT-MAD]
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v Per Capital income goes up to Rs 86879 in 2014-15

v Govt imposes definitive anti-dumping duty on Mulberry Raw Silk & Melamine

v CBEC directs Customs to clear imported livestock or livestock products only after proper quarantine

check

v Sovereign Gold Bonds - Applications received for 2790 kg worth Rs 726 Crore

v UNICEF launches USD 2.8 bn humanitarian appeal for children

v India-USA DTAA - MAP - 100 TP cases out of 200 resolved: CBDT

v India, ADB sign USD 80 mn loan to improve urban services in Agartala&Aizwal

v India & Armenia sign Protocol to amend DTAA to enable countries to exchange Information relating to

financial and banking transactions

v Small-scale service tax exemption may be hiked from Rs.10 Lakh to Rs.25 Lakh

v Small-scale excise exemption may be lowered from Rs.1.5 Crore to Rs.25 Lakh

v Govt notifies Padma Awards 2016 to be conferred on 112 persons, including 10 Padma Vibhushan

v Govt studying Shome Panel recommendations for certain reforms in tax administration, says FM.

v Govt eases rules for incorporation of new companies

v MCA notifies establishment of Central Registration Centre on Republic Day

v 34 Customs & Excise Officers get President Award

v Sensex sinks to 20 month low of 24000 Points on massive sell off of shares by FIIs

v Rupee hits 4 year low of 67.94 against Dollar

v Bihar hikes Entry Tax on Footwear

v CVD imposed on import of 'Castings for wind-operated electricity generators

v Government considering hike in general rate of excise duty to 14 per cent-Swachh Bharat Cess may also

be imposed on goods to keep the Central Taxes at par with Service Tax

v Government all set to hike cess on sugar

v Customs duty on import of Steel may be hiked to 25 per cent

v UP Government exempts LED from VAT

v Bihar Government imposes 13.5% tax on samosa, kachauri, branded namkin, UPS, auto parts, battery

parts, Sand, cosmetic items, scent and hair oil etc.

v Oil plummets below 30 USD per Barrel for the first time since 2003

v Shire buys Baxalta in 32 Billion Dollar Deal

v The Grace period of 5 days for depositing PF is removed. From Feb 2016 the due date of deposit of PF

is 15th instead of 20th

v Cabinet okays revised cost of Rs 969 Cr for Afghan Parliament Building
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v Chennai ED attaches assets worth Rs 2.2 Crore in bank fraud case

v Kerala CM gets reprieve as Kerala High Court stays lodging of FIR; passes strictures against

vigilance judge who offers to quit

v SC stays criminal case against M S Dhoni, pending before AP HC for acting as Vishnu in an

advertisement

v 62 IRS officers of 1990 Batch empanelled for appointment to posts of JS or equivalent at

Centre

v IRS Officer AK Mehta joins as PS to President of India

v Retired Chairman of Competition Commission Ashok Chawla joins Cyril AmarchandMangaldas

Advisory Board

v Atulesh Jindal to takeover as new CBDT Chairman

v IGI Airport Customs seizes gold worth Rs 1.07 Crore + 17.25 kg saffron

v CBI Court convicts ACCE & his son for two years RI in DA case

v CBEC to award WCO certificates to 15 officers & 3 NIC officers

v CBDT promotes 27 officers as CCITs on ad-hoc basis and issues Transfer Order of 22

v Hyderabad DRI seizes FC worth Rs 1.2 Crore from pax at Airport
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Bizsolindia provides consultancy in the following areas through
associate companies and professional firms of the Directors

Bizsolindia Services Private Limited Consultancy & Audit in the area of

• Strategic Management Consultancy
• Direct Taxation including Domestic and International Transfer Pricing
• Indirect Taxation(Customs, Central Excise, Service Tax, VAT/ CST, LBT)
• FEMA
• Foreign Trade Policy (Export Promotional Schemes, EPCG, Advance

Authorization, DFIA, Duty Drawback, Brand Rate Fixation)
• EOU / EHTP / STP /BTP
• SEZ
• Project Consultancy (Industrial Parks, Clusters , Agro Economic Zone, Food

Park, etc)
• New Business Set up in India
• Valuation including Business Valuation
• Internal Audit
• Corporate Law & Procedures

BSPL Outsourcing Pvt. Ltd. Knowledge Process Outsourcing in the area of

• Indirect Taxation
• Accounts
• Inventory management
• Fixed Assets Management
• Implementation of Company Law Matters

Bizsolindia IT Services Private Limited Specialized IT consulting and Solutions / modules along with ERP Integration
and following areas

• Specialized Software for EOUs and SEZs
• Expert in Application programming using Java and ERP Connectivity
• Data Migration
• Offers bucket of Add On Products for EXIM related solutions for the
• Complete industry needs
• ERP Consulting / Implementation

Bizsolindia Forex Services Pvt. Ltd. Forex Services dealing with :

• Treasury Audit
• Information Services
• Advisory Services
• Policy Consulting
• Treasury Outsourcing
• Interest Rates Advisory
• Treasury Operations Training
• Banking Advisory Services
• International Syndication

Bizsol HR Services Private Limited Strategic Consultancy in the area of HR & Soft skills Training

Bhagwati Shipping Private Limited Custom House Agent (11/578), Custom Clearance of Export and Import
consignments

A.B. Nawal & Associates, Cost Accountants Practicing Cost Accountant, Cost Audit, Central Excise, Adjudication matters

up to CESTAT, VAT Audit.

Behede Joshi & Associates, Practicing Chartered Accountants, Statutory Audit & Tax Audit, VAT Audit,
Chartered Accountant Transfer Pricing.

R. Venkitachalam, Company Secretary Practicing Company Secretary.

Nawal & Sonaje Associates, Cost Accountants Practicing Cost accountants, Cost Audit

Bizsol Projects & Infrastructure Solutions LLP Infrastructure Consultancy, Project Management Services in respect of Real
Estate solution for Industrial, Residential, Trade & Commerce & Consultancy
related to Finance & Investments
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