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The Historical Marbat Festival of Central India also
known as Kali Pili Marbat is celebrated with a
enthusiasm on the second day of Pola. Started
during the British Rule in the year 1885 to protest
against the British, the Marbat procession is
unique and is celebrated only in Nagpur City.

Sitabuldi Fort has witnessed the fiery battle with
the British, It is well known in the history as the
Battle of Sitabuldi. This war was fought with the
British and the Maratha rulers of the Nagpur
Province famously knownas the Mudhoiji Il
Bhonsle.

This fort is open for public to visit on 15th
August and 26th January.
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Chairperson's Message

‘jb CA. Jitendra Saglani

Dear Professional Brethren,

“Sow a thought and you reap an action; sow an act and you reap a habit; sow a habit and you reap a
character; sow a character and you reap a destiny. Our destiny is tied directly to and starts with our
thoughts”

Ralph Waldo Emerson

Friends, we are all destiny’s children. Our deeds define our destiny or rather our destiny decides what we
do. Both aspects seem feasible and both angles seem equally true. The most important aspect is to keep on
doing good deeds with a positive attitude and mindset and rest everything will start falling into place.

Taking the activities and events calendar further, the month of July 22 had again an eventful month and we
the Team Nagpur hosted the programs looking at the larger interest of fraternity. Rather than going into the
gist as always, I would rather convey that the events had been a great learning, networking and nurturing
experience for professional brethrens.

On the students front, WICASA had been extremely vibrant as they too hosted a plethora of events
encompassing the CA Students Conference which witnessed not just inordinate registrations &
participation but also appreciation from all the intersections of the fraternity.

This edition of the newsletter witnessed contributions from members who had been extremely experienced
in their fields and had shared technical and other write ups right from their heart. I wish to thank the various
contributors of this edition of the Newsletter.

Friends, the ongoing Leadership Series —9 Legendary Lessons from the life of Pramukh Swamiji Maharaj,
had now reached a level from where there was enough clarity as to how leadership can witness new
dimensions when the leader is compassionate, articulate, loving, nurturing and ethics bound persona. The
series which thus got concluded, left a mark of its own on those attending the same. The impact of this
series has been phenomenal at least on me personally and I felt that the series will certainly help everyone
attending in some or other way.

The World Congress of Accountants 2022 happening for the first time in India in the last 100 years would
be one of its kind events hosted by our Alma Mater and I urge the members to please take the benefit by
registering and attending the same in large numbers.

Professionally Yours

WWwWw.nagpuricai.org n
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From The Desk of Joint Editor

CA. Yash Verma

A Professional is one who does his best work when he feels the least is working

- Frank Lloyd Wright

With these introductory remarks, I set the motion going for all my dear professional colleague. Post completion of tax
audits and filing of income tax returns of assesses under tax audit/partners of such firms, most of CAs in income tax
practice must have the feeling that now very less work is pending. So is the case with my professional colleague in
indirect tax practice, particularly after end of Amnesty 2022.

But this is the best time for us to plan for year end. There are lots of avenues now available for balance part of
current financial year. In my opinion, following professional works can be done-

a) TDS compliances;

b) Appellate work under Income Tax;
c) GST compliances;

d) GSTR 9 reconciliation;

e) Attending GST departmental audits;
f) Investment planning; etc.

Needless to mention here that we can equip ourselves with various post qualification courses of our institute. Such
details of courses are available on our institute's website. We can utilize this time in acquiring more professional
knowledge from other institutions like [IM which provide excellent executive programs.

One can also plan for pursuing PHD during this part of the year. It requires lot of planning and guidance from seniors in
our profession who have completed their PHD post CA degree.

Post Amnesty 2022-

As we are aware, the Maharashtra Settlement of Tax, Interest, Penalty or Late Fees Act, 2022 (called Amnesty 2022)
was in operation since 1/4/2022 to 30/9/2022. This scheme provided relief for pre-GST specified state taxes. Post
completion of operative period of this scheme, in my opinion, following things should be done for our clients-

a) Obtain settle order;
b) Get the effect of the order notified in demand register of jurisdictional officer and the recovery officer;
c) Get the appeal withdrawal order, if applicable;
d) In case bank account was attached by department, obtain of release of bank account;
e) Obtain no dues certificate, if required,
f) Raise our professional fees invoice, if not yet done.
Whats New-

There are few recent announcements which are worth keeping in our professional and minds. Few of such important
announcements are:

Submission of Multipurpose Empanelment Form (MEF)-

Professional Development Committee of our institute has extended due date for submission of MEF upto 9t

www.nagpuricai.org
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From The Desk of Joint Editor

November, 2022 which was originally 28th October, 2022.

The Goods and Services Tax Network (GSTN) has announced that taxpayers can file their missed transitional credits
from 1st October 2022. The development comes a month after the Hon'ble Supreme Court ruled that the GST portal
should reopen to allow the filing of transitional credits from the pre-GST regime from 1st September 2022.

Special Window to File Transitional Credit Under GST

GSTN has opened the government portal facility to file the transitional credit through forms TRAN-1 and TRAN-2
beginning on 1st October 2022. This is on account of ruling passed by the apex court.

The apex court ordered the Centre to reopen the facility to allow claims of transitional credit for two months, from 1st
September to 31st October 2022.

The benefit was decided to be opened to all the migrated taxpayers desiring of availing the benefit whether or not they
filed petitions. Further, the GSTN had to ensure that no technical glitches arose during this window. Earlier, many
petitioners had missed the deadlines on account of technical issues. A 90-day window is available for tax officers to
validate the transitional credit claims on merit upon filing the TRAN forms. After that, they can issue the appropriate
order according to natural justice by granting the taxpayers an opportunity to hear. Subsequently, if satisfied, they must
credit such transitional credit into the taxpayer's electronic credit ledger.

E-Invoicing

With effect from 1st October, 2022, Every registered taxable person whose aggregate annual turnover exceeds Rs. 10 Cr
in any of the financial year since 2017-18 shall liable to issue E-Invoice. Earlier the limit was Rs. 20 Croroes. The
registered person who is required to issue E-Invoice shall upload its' tax invoice in json file on Invoice Registration
Portal (IRP) in accordance with e-invoice schema in INV-01 and shall get back digitally signed json from IRP with IRN
and QR Code.

Further, CBIT has introduced the Central Goods and Services Tax (Second Amendment) Rules, 2022, vide notification
no. 19/2022- Central Tax dated 28th September 2022. Notably, the said amendment rules are effective from 1st October
2022.

Important amendments/ omissions as notified vide the Central Goods and Services Tax (Second Amendment) Rules,
2022 are taken up and explained in the current article.

ITR-A

As we are aware, Finance Act, 2022 had inserted a new section 170A to enable entities going through business
reorganization to file modified returns for the period between the date of effectively of the order and the date of issuance
of the final order of the competent authority. The modified return shall be furnished in the prescribed form and manner
within 6 months from the end of the month in which the said order was issued.

To implement the changes, vide notification no. 110/2022, dated 19-09-2022, the Central Board of Direct Taxes
(CBDT) has notified a new Rule 12AD prescribing norms for filing of returns under section 170A. Rule 12AD provides
that the modified return of income shall be furnished electronically, by a successor entity to a business re-organisation,
in Form ITR-A.

The Assessing Officer shall pass an order modifying the total income or proceed to complete the assessment or
reassessment proceedings in accordance with the order of the business reorganization and the modified return so
furnished.

So presently, lot of works to be completed before end of October, 2022 and then shift to learning mode. That's why I
referred to the quote in my opening remarks and wish you all a very happy Deepawali and New Year..

www.nagpuricai.org
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GST APPLICABILITY ON DOCTORS, CLINIC AND HOSPITAL

CA Veena Agrawal

Medicines cure disease, but only doctors can cure
patients.

- Carl Jung
INTRODUCTION:

The health care services provided by the Indian Medial
Practitioner is regarded as one of the best in the world. It
is onerous, pious and selfless duty towards the society
which is discharged by the medical practitioner. India
has proved its mettle as the largest producers of generics
in world time and again. Healthcare services can be very
expensive. However, the Indian Government has relaxed
the tax rate by exempting the medical healthcare services
from being exigible under tax.

EXEMPTION:

The health care services are made exempt vide
Notification No. 9/2017 — Integrated Tax (Rate) and
Notification No. 12/2017-Central Tax (Rate), dated 28-
06-2017. This exemption to:-

(a) health care service by a clinical establishment,

(b) anauthorized medical practitioner,

(c) para-medicsand

(d) transportation ofa patient in an ambulance

attracts 'Nil' rate of GST and therefore are exempt from
the purview of GST Act. The definition of various terms
used in the circular is provided below as follows:-

AUTHORISED MEDICALPRACTITIONER

Authorised Medical Practitioner means any practitioner
registered with any Council of the recognized systems of
Medicines established or recognized by law in India &
includes a medical professional having requisite
qualification to practice in any recognized systems of
medicines in India as per any law for the time being in
force.

CLINICALESTABLISHMENT

Hospital, Nursing Homes, clinic, sanatorium or any
other institution by, whatever name called, that offers
services or facilitates requiring diagnosis or treatment or
care for illness, injury, deformity, abnormality or
pregnancy in any recognized system of medicines in
India, or a place established as an independent entity or a
part of an establishment to carry out diagnostic or
investigative services of diseases.

HEALTH CARE SERVICES

Service by way of diagnosis or treatment or care for
illness, injury, deformity, abnormality or pregnancy in
any recognized system of medicines in India & includes
services by way of transportation of the patient to & from
a clinical establishment, does not include hair transplant
or cosmetic or plastic surgery, except when undertaken
to restore or to reconstruct anatomy or functions of body
affected due to congenital defects, development
abnormality, injury or trauma.

REQUIREMENT OF REGISTRATION:

When doctor is engaged in providing only exempt
services then there is no need of take any GST
registration but if medical professional is engaged in
providing exempt as well as non-exempt services and if
the total turnover from all services exceeds the
exemption threshold limit of Rs. 20 Lacs then GST
registration would be required.

The term aggregate turnover includes taxable as well as
exempted supplies. A GST registered Medical
Professional has to report both the exempt & non-
exempt turnover in the GST return.

COMPLIANCE TO BE FOLLOWED:

Once a medical professional has registered whether

www.nagpuricai.org
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voluntarily or compulsory then it is compulsory and
mandatory onto him to file GST Return. Failure to
adhere to the provisions of GST will attract penalty. A
registered person is obligated under law to file GST
return that includes purchase, sales and output GST (on
sales) and Input Tax Credit (GST paid on purchase).

Types of Supply

Before dwelling any further it is important to understand
the concept of the supply under the GST. There are three
types of supply as defined under CGST Act. These are as
follows:-

01. Composite Supply [Sec 2(30) of CGST
Act]

composite supply means a supply made by a
taxable person to a recipient consisting of two
or more taxable supplies of goods or services or
both, or any combination thereof, which are
naturally bundled and supplied in conjunction
with each other in the ordinary course of
business, one of which is a principal supply;
[lustration.— Where goods are packed and
transported with insurance, the supply of
goods, packing materials, transport and
insurance is a composite supply and supply of

02.

03.

goods is a principal supply

Principal Supply [Sec 2(90) of CGST Act]

principal supply means the supply of goods or
services which constitutes the predominant
element of a composite supply and to which
any other supply forming part of that
composite supply is ancillary;

Mixed Supply [Sec 2(74) of CGST Act]

Mixed supply means two or more individual
supplies of goods or services, or any
combination thereof, made in conjunction with
each other by a taxable person for a single price
where such supply does not constitute a
composite supply. [llustration.— A supply of a
package consisting of canned foods, sweets,
chocolates, cakes, dry fruits, aerated drinks and
fruit juices when supplied for a single price is a
mixed supply. Each of these items can be
supplied separately and is not dependent on
any other. It shall not be a mixed supply if these
items are supplied separately;

HEALTH CARE SERVICES PROVIDED BY THE HELATH CARE SECTOR AND ITS

TAXABILITY UNDER GST:-
ISSUE Particular Circular/AAR/Others Taxahle/Not
Taxable
Medicines, Medicines, Consumables, in-plants | Kindorama Healthcare (p) NOT

Consumahles,

supplied by hospitals to patient | Ltd m re[2019] AAR- TAXABLE
in-plants durmg diagnosis or treatment arc | KERALA

fully exempt.

Diagnosis and | It qualify as healthcare services | Sayre  Therapuetics (P.) NOT
pre and post | which attract nil rate of central tax. | Lid., In re* [2018] AAR- TAXABLE
counselling Karnataka

service

www.nagpuricai.org
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Retention
money kept by

the hospitals.

Services

provided by

rehabilitation

professionals

There are cases where the hospitals
provide a space or room to @ doctor
for consulting and charges a sum
onto same. The hospital keeps a
sum as  retention  money  for
providing ancillary  services like
infrastructure, nursing, paramedic

carc, cmergency SCrvices cle.

The hospital is not providing any
services to the consultants/doctors,

The service provided by the

respondent hospital would mert

classification under Health Care

Services extended to the paticnts
and hence there will be no
applicability of GST on retention

mangy.

Rehabilitation services provided by

the recognized  prolessionals by

way of counselling are exempt.

NOT
TAXABLE

CBI&C No.
32/06/2018-GST dated 12-

circular

2-2018. ¢Sir Ganga Ram
Hospital v. CCT (20i8) 94
22a

TCOCrRORIR. COT

(CESTAT).)

| Notification No. 12/2017- NOT

CT{(Ratc)and No. 9/2017- TAXABLE
[T (Rate) both dated 28-6-
2017, mserted wef 1-1-

2014,

Placement  of
specitied
medical
instrument o
unrelated
customers like
hospital, labs

cete.

Uphelding the order in original 1
was held that placing the specified
medical instrument to  unrelated
customers like hospitals, labs etc.
under  a

without  consideration

minimum  purchase  agreement
constitute a composite supply the
principal supply being the transfer
of right to use any goods for any

purpose is liable to G8T.

Abbott Healthcare Privaie | TAXABLE

Limited- AARO42018

dated 14122018

www.nagpuricai.org
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Where the person 1s involved m the

services/facilities requiring

diagnosis  such  as  patient

counsclling, sugocsting test,

obtaining the result of the test,

collecting samples ete. the person
plays a role of referral physician.
The services are provided under the
and therefore

Allopathy  system

same  qualifiecs as a  clinical

establishment.

Medicines arc taxable under GST |

0

&L A

and rate of tax varied from 5%,

and 18%. If medicines ete. are

purchased for resale then 1TC s
available and sale would attract tax.
In a medical establishment, tests
done from outside laboratory
and giving consultancy onto that is
establishment and

not clinical

hence, exemplion is not available.

M/S  Sayre Therapuetics NOT
Private Limited Kar Adrg  TAXABLE
05 2018 Dated: 21st
March, 2018
 TAXABLE
"1 C Genetic India P Ltd. In | TAXABLE

re (2019) 73 GST 272
104
(AAR-MP))

taxmann.com 8Y

Placement of
specitied
medical
instrument (o
unrelated
customers like
hospital, lahs

cte.

Uphelding the order m original 1
was held that placing the specified
medical mstrument to  unrelated
customers like hospitals, labs ete.
under  a

without  consideration

minimum 1‘1UI'CE‘1€LSC agreement
constitute a composite supply the
principal supply being the transfer

of right 10 use any goods for any

purpose is lable to GST.

Abbott Healthicare Private | TAXABLE

Limited- AAR042018

dated 14,12.2018

www.nagpuricai.org
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Where the person is involved in the

services/facilities requiring

diagnosis such as patient

counselling, suggesting test,

obtaining the result of the test,
collecting samples etc. the person
plays a role of referral physician.
The services are provided under the
and therefore

Allopathy svstem

same  qualifies  as  a  clinical

establishment.

Medicines are taxable under GST |

and rale of tax varied from 5%, 12%

and 18%. Tt medicines etc. are

purchased for resale then 1TC is
available and sale would attract tax.
In a medical cstablhishment, lests
done  from  outside  laboratory
and giving consultancy onto that 18
cstablishment  and

not.  clinical

hence. exanplion is not available.

M/S  Sayre

Therapuetics
Private Limited Kar Adrg
0s 2018

Dated: 2lst

March, 2018

1 C Genetic India P Lid. In

re (2019) 73 GST 272 —
104 laxmann.com N¥

(AAR-MIY))

NOT
TAXABLE

TAXABLE

TAXABLE

Food Supply to

visitors and out

Food supplicd to attendants or

visitors or out patients on

CBI&C No.
32/06/2018-GST dated 12-

circular

TAXABLE

patient. chargeable basis 15 not exempted. | 2-2018,
Further, tax 15 payable by supplicr
af’ foods il supply ef foad is
outsourced.
hospital  gives GST 15 leviable  on  rent | Tathagat Health Care TAXABLE
part of | pad/pavable tor premises, given on | Centre LLP, tn re [2018)]
premises  on  lcasc by hospital 93 taxmanncom 419
rent (AAR-Karmaluka)

www.nagpuricai.org
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Taxability  of

other Ineome

of Doctors

Services
provided by
veterinary

doctors

Diagnosis

and counselling

GST is applicable on the other
income of doctors which does not
form part of the exempt mmcome.
These may mclude mecome from
renting of premises from canteen or
pharmacy, sale of scrap, sale or
of

disposal asset/machinery,

rarking fees or lodsing-boarding of
2 S

attendants with OPD patients ete.

This entry exempts services in

relation to health of animals and
birds from GST. This entry does not
have any prerequisite with regard to
or

qualification, recognition

affiliation,

Qualifies as a clinical establishment

Notification No 9/2017,
Entry No 48,
Medivision Scan &

Magnostic Rescarch

TAXABLE

NOT

TAXABLE

NOT
TAXABLE

centres Centre (P.) Lid., In re
[2019] AAR — Kerala

GST on  AAR held that administering ot | [n re Krshna Institute of TAXABLE
COVID 19  COVID-19 vaceihation by | Medical Sciences Limited
Vaccination hespitals is a Compesite supply, | (GST  AAR  Andhra

wherein the principal supply is the | Pradesh)

*sale of vaccine’ and the auxiliary

supply is  the  service of

‘administering the vaccine” and the
Artificial No GST payable on Scrvices of | In re Mis JTyoti Ceramic | NOT
Teeth, Crown, | providing of Artificial Teeth, | Industries Pvt. Lid. (GST TAXABLE

Bridges

Diagnostic
and
Labaratory

reagents.

Crown, Bridges falls only when the

same are provided as Health Care

12% GST payeble on ‘Dhagnostic

and Laboratory reagents.

AAR Maharashtra)

In re Bio-Rad Laboratories

India  (GST  AAR

Karnataka)

www.nagpuricai.org
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Services provided by the cord blood
banks by way of preservation of

stem cells are withdrawn,

| 47th GST Council Meeting  TAXABLFE

held on June 28-29, 2022

Room rent

Common bio-

medical wasfte

Room rent {cxcluding  ICL)
exceeding Rs 3000 per day per
patient charged by a hospital shall
be taxed W the exient of amount
charged for the room at 5% without

ITC.

Like CETPs, common bie-medical

waste treatment facilines for

47th GST Council Mccting

held on June 28-29. 2022

TAXABLE

| 47th GST Council Meeting ' TAXABLE

held on June 28-29. 2022

service

by

up
provided
the  clinical
establishment
to business
entity is a
health  care
service

excmpt from

GST

up service by a hospital hy way of

providing staff to  different
corporates  for providing health
check-up  services, ambulance
facility and allied medical services
to their employees and the camps
conducted for health check-up
outside the hospitals are to be
treated as a health care service.
Further, such health care services

are exempted under GST.

Ruling No.
GUVGAAR/R/106/2020

dated 30.12.2020

treatment treatment or disposal of biomedical

waste shall be taxed at 12% so as to

allow them 1TC.
Tele-medicine | Rate of GST on Tele-medicine | M/s Source  of  Life . TAXABLE
services services {medical advice through | Technologics (India) Pvt

online web conferencing) 1s [8% Lid.(AAR Haryana)

{I'TC can be claymed).
Occupational | Gujarat AAAR has hcld thar the | M/s Baroda Medicare | NOT
health check- | supply of occupation health check- | Private Limited 6 Advance | TAXABLE

www.nagpuricai.org
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Vaccine 18% GST Payable on Vaceine | In re Nilkamal Limited | TAXABLE
Carrier & | Carrier & Vaccine Cold box {GST AAR Uttar Pradesh)

Vaceine Cold

box

' GST not | Rendering diagnostic  images to | In re Siemens Healtheare | TAXABLE '

exempt on | hospitals/clinies  not  “Healthcare | {(P) Ltd. (GST AAAR
Providing Service’ but ‘input-service for | Haryana)
diagnostic Diagnosis

images for

diagnosis

CONCLUSION:

Medical services are indispensable part of the society. These life-saving services are exempt from GST.
However, not all the medical services are exempt. Medicines, Consumables, giving property on lease,
foods to outpatient etc. are not exempt from the purview of the GST. Therefore, it can be concluded that
medical services are mostly exempt but not fully exempt.

www.nagpuricai.org
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Bankers and the Balance Sheet

CA. Arun Bafna

The tax audit season is on, many businessmen and
professionals are engaged in the yearly routine of
finalizing their financial statements. This must be an apt
time to highlight few aspects which needs some
consideration by a business-owner, its finance team and
tax professionals.

Owning a professional qualification as a chartered
accountant, I have more often met businessmen who
come to my colleagues in the fraternity, with a one point
approach and their traditional view/problem —how not to
pay (or pay the minimum of) direct tax.

With not much of knowledge in the field of taxation,
possibly I am too skeptical, but the conventional way
opted by most of the tax consultants in the history has
been to: ‘minimize the profits to the best, they can’. Idea
being, the more you save for the client, the more you
make them happier.

Having said so, I also recognize and appreciate the
experts of the subject, who find alternatives for saving
tax than just weakening the top-line or bottom-line of
client’s revenue statement.

However, with both eyes focused on saving taxes, what
most of the businessmen and professionals forget is, to
let one eye look at the financial statements from banks
perspective. Audited Financial Statements being the
most critical unalterable document, deserves a mature
and comprehensive approach before finalization.

Following are my simple suggestions to bring that focus:

1. Pay tax, save on other costs :

In the field of finance, lenders and credit rating
agencies use the financial statements to grade the
borrowers. A good rating shall help a borrower to
earn best interest rates and even make them eligible
for other avenues to raise capital.

I'have noted that many business owners in trade and
MSME category and even other professionals, are
not literate about this concept of internal and

external ratings. And those who are aware of the
concept, are not well averse with the methodology
of rating system, making it a hidden and ignored
subject.

With an urge to pay no or less tax, many often opt
for avenues like curtailing the top-line sales and/or
by slashing the profits. They happen to overlook
that by veiling the actual performance of business
they are suppressing their opportunities to grow and
earn more returns than the diminutive burden of tax.

Let’s pursue other tax saving alternatives with the
guidance of experts in the subject and plan them
well in advance for their results.

Avoid slashing the sales or profits to save taxes,
keep them at actuals and flaunt the world your
strong business performance.

2. Look for ratios :

There’s a tribe of scholars who believe, that,
preparing a financial statement is no lessthan an art
and I have always been inclined to the creative
world.

A financial statement is prepared with a motive to
share the story of a business in a given time frame.
There are various characters to this story which
happen to play their roles and are inter-linked to
each other in many ways. It is the acumen of the
artist who is able to read them and interpret it, and
thus, it is also the skill of the presenter who can
make the story look as beautiful as it can. The fact
remains not many are skilled with it.

‘Many financial institutions who review the
financial statements, interpret the performances
based on year to year comparison and more
importantly certain ratios. Few of these ratios
happen to be convoluted but many are basic to
understand like the Current Ratio, Debt-Equity
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ratio (with and without quasi capital),
Debtors/Creditors Ageing, etc.

Gain the know-how of these ratios and align
themselves with industry benchmarks.

Interpreting the variations and aligning the story
(business performance) in line with the overall trade
standards shall help in a sustainable growth.

3. Don’t Bubble:

Having said the above two aspects, [ would like to
address the more-smart and extraordinarily
intelligent audience here. Don’t bubble up your
financials just to make it look attractive and
appealing to the institutions.

The world has witnessed many scammers in the past
who fabricated the financial statements with
ulterior motives and finally ended up trashing their
wealth and sinking the goodwill in ruins.

During my interaction with various financial
institutions, [ have heard many lenders stating that,
there has been a practice of providing fabricated
financials, also there were clients who maintained
two sets of financial statements, one for the revenue
authorities and other for the financial institutions.
All of these practices have been categorized as
fraud and serious legal actions have been initiated
against the people involved.

So, be truthful with your financial statements,
record genuine transactions and don’t scum to any
kind of such malpractices. Bubbles do burst
eventually.

In case the ratios and performance aren’t
satisfactory, communicate with your financial

institutions, share your reasons, seek guidance and
assistance. The business owners should align their
efforts to strive hard and achieve better
performance for a sustainable growth.

4. Doittheright way:

Our nation has been changing. With present
government’s inclination in interlinking all the
trade transactions to digital platforms in some way
or the other, the way of doing business has changed
drastically.

There have been changes in the tax law regimes and
the methodology of analyzing various business
transactions, which are having a strong impact on
every business community. The bankers now are
aware of the old tricks which lenders used to
deceive them with.

It’s time we stop underestimating the knowledge,
power and rights of the lending institutions and start
doing the business it’s right away. To survive in
long-term, it’s necessary the businessmen and
professionals accept the changes and adopt
accordingly.

For underwriting any loan, a banker considers
various aspects in their assessment and appraisal.
Evaluation of financial statements is not the only
factor for interpretation of any business or its
performance, but it is one of the most important and
critical consideration for many institutions.

Thus, it becomes necessary that we equip ourselves and
draft a strong story for its audience.
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Audit Evidences : An Analysis

CA. Rahul Sharma

Audit evidence is all the information, whether obtained
from audit procedures or other sources, that is used by
the auditor in arriving at the conclusions on which the
auditor's opinion is based. Audit evidence consists of
both information that supports and corroborates
management's assertions regarding the financial
statements or internal control over financial reporting
and information that contradicts such assertions.

Audit evidence must be sufficient and appropriate.
Sufficiency signifies the quantity and appropriateness
refers to quality of the evidence. In other words
sufficiency is decided by the risk associated with the
control system and appropriateness is judged by the
relevance and reliability of the evidence.

Audit evidence are aimed to prove or disprove the audit
assertions made in the financial statements. Various
elements (Assets, Liability, Income and Expenditure) of
Financial Statements signify following assertions in
respect of them:-

1. Existence : the existence verifies that asset,
liability and equity exist in the same manner as
they are specified by the financial statements.
For Example, if balance sheet is showing
Inventory @ Rs. 15,00,000 then there is first and
foremost assertion in that respect is — Inventory
of Rs. 15,00,000 exist.

2. Occurrence : [t determines transaction recorded
in financial statements have actually taken place.
Example : if Financial Statements shows a sale of
Rs. 50,00,000 then this assertion specify that
transactions of Sales of Rs. 50,00,000 has
actually occurred.

3. Accuracy : This is assertion as to the recording
of correct amount in the financial statements.
Example : Customer account is looked and
checked with an intention to find that all
transaction in his account including payments
are recoded correctly and Account is showing

accurate balance.

4. Completeness : This assertion depicts that all the
transactions occurred during the financial period
are completely recorded. Example : if it has to be
established that all salaries and wages arises
during the period are recoded completely. For the
said purpose Payroll records, Payroll Journal and
Active Employee List are to be referred.

5. Valuation : This assertion signify that all
elements of financial statements are truly valued
and presented. Example : Receivable must be
shown at their realizable value. If any receivable
is being shown without allowing probable
allowance of Bad Debts then certainly
receivables are not perfectly valued.

6. Rights and Obligation : This assertion speaks
about the ownership of Asset, Liability and
Equity of the business. It signify that Assets are
rights of the business and Liabilities are the
obligation of the business. Example : if
Expenditure is incurred by the business on behalf
of owner, it is not business expenditure.

7. Classification : This assertion says that
Statements are presented in acceptable format,
include all necessary information and easy to
understand. Example : Interest payable and
account payable must be shown separately as per
the approved format of balance sheet.

8. Cut Off : This assertion determines whether the
transactions recorded have been recorded in
appropriate accounting period. Example : Prior
Period, Outstanding and Prepaid are to be
recorded.

Different authors and scholars have classified Audit
Evidences in their own way,. Professor Jim Crockett
have also specified different Types of Audit Evidences as
follows :-
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Physical Evidence: He says such evidence are
evidences produced by Auditors' senses i.e.
Evidence obtained from seeing, Touching,
Hearing, Smelling or Tasting. Audit evidences
is anything that causes an Auditor to get closer
to knowing that assertions are true. For some
assets it is very important audit evidence Like
Stock and Fixed Assets. Through this evidence
qualitative assurance as to stock is also
obtained.

Arithmetical Evidence: Such evidence are
produced by the auditors by performance of
Arithmetical Calculations. Auditors normally
computes how the value of inventory arrived
and how gratuity and pension liabilities are
recognized in balance sheet. The first step in
this direction is to make sure that data and
assumptions used by the preparer are
appropriate, secondly auditor themselves
calculates the value of financial statement items
from the data and Lastly they compare those
figures with the figures of balance sheet.
Example : in a contractual liability plaintiff may
value at Rs. 4.00 crore and defendant may value
at 350 crores. In such cases auditors should find
sufficient appropriate audit evidence and value
that liability ata reasonable level.

Analytical Evidence : Analytical evidence is
based on postulate “ In the absence of clear
evidence to the contrary, what has held true in
the past for the enterprise under examination
will hold true in the future.” Example : If
business has expended Rs. 15000, 17000 and
14000 for Audit in last three years than it is
expected to be reasonable if it expends around
Rs. 15000 in the current year. Analytical
evidence themselves has only persuasive vale
and not conclusive value. The analytical
evidence simply signify that figures appearing
does not seems to be reasonable and therefore
substantial evidence is needed for acceptance or
rejection of audit assertion in respect of those
elements of financial statements.

In our example if audit expense during the
current year are shown as Rs. 14,500 then
auditor can be satisfied with the less or less
weighty evidence.

Testimonial Evidence : Auditor converse with

people and secure answers to their query and
from them auditor draw conclusions. Such oral
evidences are lest weighty type of audit
evidence, it normally needs to be corroborated
by one or more other type of audit evidences.
The success of Oral evidence depends on
asking right question to the right person in
proper language (Tone)”. What has to be asked
? requires home work and plan on the part of
auditor. Right person is one who is reliable,
honest and who has by virtue of his position has
knowledge and authority to answer the
question. Right language depends how words
and phrases are understood commercially.

5. Documentary Evidence: Documentary
evidences are developed by the auditors as they
examine documents. One main source
documentary evidence is the entity's accounting
information system. Some time reports
generated by Management Information system
also plays a crucial role while conducting audit.
There can be 4 type of documentary evidences,
which have various level of quality :

Documents that are produced and retained by the
entity: Such type of evidences are subject to various
Internal Controls laid within the organization. Value and
weight that can be assigned to these documents depends
on the quality of Internal control system prevailing in the
organization to which these documents are subject. The
better the design and functioning of the control system
the higher the quality of the documentary evidence it
produces. Example are Vouchers, Payroll, Purchase
requisitions, Purchase orders placed by the entity and
various reports generated for use of management. These
type of evidences can be easily manipulated.

Documents produced by the entity and circulated
outside the entity, returned back to the entity and
form part of record : These documents may have
marking of the external party indicating their agreement
with what is recorded on the documents. Marking by
external party is called “Cleansing”. It is somewhat
difficult to fabricate such evidences. The classic
example of such documents is Dishonored Cheques.

Documents produced by the external party and
retained into the entity's system: These documents are
considered to be of a higher quality, here it is to be
understood that these documents are also subject to
entity's control system once they enter the system. Here
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Documents produced by the third party directly to
the Auditor: Such type of audit evidences never enters
the system of the Auditee. Such type of documents have
highest vale and weight. Superiority of such documents
is due to reliability and integrity associated with them.
Example of such evidences are Receivable confirmation
and Bank Balance confirmation.

Documenting Oral Audit evidence: Questionnaire,
Flow charts, Representation and electronic records are
some of the ways how oral evidences can be
documented. Electronic records may not be retrievable
after a certain period of time if the information is not
backed up.

Last but not the least documentation of Audit Plan,
Procedure and Work Progress report are also comes with
in this category.

Audit Evidence Vs. Audit Procedures

In Audit literature Audit Procedures/ Tests/ Techniques
are normally misunderstood as Audit Evidences.

Audit techniques (Procedure & Tests) are normally
employed to produce Evidences and are not evidence it
self. On the other hand Audit evidence is some thing
which influence auditor's mind in respect of assertions.
Audit procedure and test are done with an intention to
produce the influence over views of the auditor.

Most common texts perceive Physical Examination,
Confirmation, Documentation, Analytical Procedure,
Inquires, recalculation, re-performance and observation
as audit evidence. Actually these are techniques to
generate audit evidence.
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Seminar on Analysis of Financial Statements
and Project Report from Banker’s Perspective
- 08th August-2022

Nagpur Branch =
of 3"'“: of ICAI

Felicitation of Newly Qualified CAs Felicitation of Newly Qualified CAs
- 9th August, 2022 - 9th August, 2022

WICASA-Half Day Seminar on Independence Day Celabration
Office Etiquette & Soft Skills - 15th August, 2022.
- 12th August, 2022
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Independence Day Celebration Independence Day Celebration
- 15th August, 2022 - 15th August-2022

Independence Day Celebration - WICASA - Independence Day Celebration
15th August-2022 -15th August2022

WICASA-Tax Audit Seminar Full Day Seminar on Tax Audit
-20th August,2022 -30th August, 2022

Www.nagpuricai.org H



Nagpur Branch of WIRC of ICAI

E-Newsletter - AUGUST 22
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SEMINAR ON
ANALYSIS OF FINANCIAL STATEMENTS  **
AND PROJECT REPORT FROM BANKER'S PERSPECTIVE

Dear Professional CoSeagues
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Neha Zada, CA. Sulrlnlnlylr
Semior Manager, PRE, MCC. Nagpur MNagpur
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Venue : ICAI Bluwan, Dhasioll, Nagpur
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The Institute of chartefud | Accountants of India

The Institute of Chortered Accountonts of India
Bt s et ot Pl
Nagpur Branch of WIRC of ICAI Nageur:Branch ol WICASA
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STUDY CIRCLE MEET
DIRECT TAXES GROUP

JAX AUDIT
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§—

CA. Limang Agramsl
Past Chuirrman, Ragur Ssanc
Ceet Gusst

Speaker: CA. Abhijit Kelkar, .

RCM WIRC

+ PROGRAMME STRUCTURE »

Decoding of Clause 44 of TAR

Speskor; CA. Alay Singh

¢ Speakor: CA. Shikhn Loya Spenker: CA. Pratik Pakan
= PROGRAMME SCHEDULE - Imriccses m Tes At sca 38,3 b

Ussecured ICO3, Inlerplay hetween
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Time : 06.00 pm to 07.30 pm

Wenue ; ICAI Bhawan, Dhantoli, Nagpur Soturday T~ Time

20" Augusi 2022 10.00 am to 5.00 pm

New: (GAI Shiwa, Dicaoios, Wagpes

Registration Fee: + (includes Programme Fees, Lunch & Hi-Tea)
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IO‘\ THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA @
NAGPUR BRANCH OF WESTERN INDIA REGIONAL COUNCIL

Residential Refresher Course The Institute uI l:hsﬂsmd Accountants of India
Trek to Hamta Pass P 12 Hrs Nagpur Branrn nrw:ﬂc ol ICAI
e — [Subject to approval)
| Dear Probessional Colimagues,
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STUDY CIRCLE MEET
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’
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In-depth knowledge of subject is

must for pmfessmnals CA Chitale

H Business Bureau

THE Nagpur Branch recently
conducted a seminar on “Tax
Audit’ underthe aeglsof Direct
Tax Committee of ICAL New
Delhi wherein chief guest was
CAChandrashekharV Chitala,
Central Councll Member and
Chairman of the Committes
on Direct Tax, [CAI New Delhi.

Ontheoccasion, he said, “In-
depth knowledge of the sub-
ject is must for professionals
which will help them enjoy
monopolyin the field.” He also
spokeabout various Initiatives
taken by the council regarding
the new education policy

(CRET) which has been offi-
cially approved, changes in
company law, arbitration and
mediation, Indian Instiute of
Accountants (ILA), ete
CAVyomesh Pathak, covered
provisions related to Tax Audit
Report  specifically  Tax
Accounting Standards and
ICDS - relevance in tax sudit,
TS compliances, precautions
while filing TRete. CAChintan
Gandhielaborated on Tax Audit
for Non-Corporate Entitles,
Presumptive Tmxation, Revision
of Tex Audit reports, etc. There
was a panel discussion after
the deliberations wherein the
participants got their queries
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resolved making the entire
seminar very interactive anc
knowledge enhancing one.

At the outset, CA Jltendr:
Saglani, Chairperson, Nagpu
Branch of WIRC of ICAI, said
“Member should take opti
mum benefit of the seminar.

The inaugural sesshon H..I
coordinated by CA
Agrawal, Vice Chs llrpc'mm 0
the Branch and CA Akshay
Gulhane, Secretary propos
formal vote of thanks.

(CA Dinesh Rathi - Treasurer,
CA. Ajay Vaswani, CA. Sanjay (
Aprawal and CA Swaroops
‘Wazalwar, Managin,
Commitiee members coordi
nated varioustechnical session:
Prominently present on th
occasion were CA Deepal
Jethwani- WICASA Chalrperson,
CA Trupti Bhattad - MCM, C/
Jayant Ranade, CA Sandee)
Jotwani, CA Saket Bagadia, C?
Pradeep Modanl and many
chartered accountants.
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Celebrating 75 years of India's Independence

Credit Scheme for MSMEs

Assistance to Re-energize capital SIDBI Thematic Assistance for
Investments by SMEs Purchase of capital Assels in
New Enterprises

(ARISE) Dital Technolep (STHAPAN)

Enabled
Quick Sanction
Ty

§.50% 10 6.80% p a for
first year with reset

6.00% to 7.30% p.a for
first year with reset
applicable thereafler
(as per internal rating)

applicable thereafter
las per internal rating)

Attractive
Interest Rate

: : i
'« MSMEs engaged in high growth /+ MSMEs in identified sectors under \
sectors (including sunrise sectors) Production Linked Incentive Scheme,
- End-to-End digital journey other high growth sectors etc
« Submission of minimal papers « Quicker sanction ‘
» E-signing facility for document - End-to-End digital journey
execution - E-signing facility for document
« Quicker sanction execution

Target Group /
Ease of Doing |

- TL up to 2700 Lakh to existing /

brownhieid entilies, subjec! to maximum = to ¥2000 Laks a
L upto 200U Lakn, subject 10
of 80% of the project cost v of 75 s
« 100% fhnancing for loans uplo Broad T

{3 crore, based on FD upto 25%

MAXIWT ol the project cosl
New Entites or Greenfield units

FEI!UI‘ES are sligible
nlerest bearing) " 0

- Facility of TL/FCTL availlable . .

To Know more, visit our nearest branch, Locate us at: www.sidbi.in
Follow us on [f simomcial [T sisviomiciat M sdboriciat @ 51081 official ff]} SIDBISmall Industries Develspmant Bank of ngial
Emall  bd dorRsidbiin
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