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Chairperson’s Message

'

L

CA. Sanjay M. Agrawal

IR H 78 ar ok I ° 9 g,
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Dear Esteemed Members,

Every journey starts with the vision and has got a definite
and defined destination. As I sit down to pen my last
communication as Chairperson of this gloriousNagpur
Branch, a lot of emotions creep in and a lot many cherished
memories of my endeavor at Nagpur Branch gives me
immense satisfaction. As I conclude my term as the Chair-
person of the decorated Nagpur Branch of the WIRC of The
Institute of Chartered Accountants of India (ICAI), I would
like to take this opportunity to express my heartfelt grati-
tude to each and every one of you for your unwavering

supportand love throughout my tenure.

Over the past year, it has been an honour and privilege to
serve this esteemed organization and its members. Together,
we have achieved significant milestones, organized
numerous seminars, workshops, and events aimed at
enhancing professional knowledge and fostering a sense of
camaraderie within our community. Following are a few
highlights that we could proudly achieve under my Chair:

1. The Nagpur Branch is now installed with solar
panels which is expected to save a lot of energy and
electricity consumption bills.

2. The Branch has stayed true to its word of being a
tech-savy Branch and has enabled multiple
seminars on the same

3. The heights where the Nagpur Branch stands
today, is attributed to the tireless efforts of the
stalwarts who have led the Chair in the past. We
have installed a Chairperson Board in the branch
which shows a reflection of all the Chairmen who
haveled the Nagpur Branch.

4. In the most awaited landmark breakthrough of
all, It is proud moment for Nagpur Branch that the
new building project of Besa is approved by ICAI
Central Council. The infra committee for Nagpur
Branch formed by ICAI has discussed the changes
suggested by Council and procedure for appoint-
ment of Contractor.

We are positive that the work of the new building
will start very soon under guidance of ICAL

The Nagpur Branch continues to organize worthy seminars
and events in the best interest of the members and January-
24 was another busy start to the calendar year with the
Branch hosting multiple seminars.

a. Seminar on IND AS- Overview with Emerging
Endless Global opportunities with Speaker CA.
Kartik Jindal, Delhi was organized by the Branch.

b. Laced with numerous seminars for CA students,
the Branch also organized a programme on
Investor Awareness with profound speaker and
proven investor from the industry addressing the
audience in the form of CA. Anand Rathi
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Founder and Group Chairman of The Anand Rathi
Group.

c.  TheBranch also conducted a Seminar on Intricacies
and Litigations in GST where the Chief Guest was
Shri Ananta Rakh Addl. Commissioner of State Tax
and the speaker was CA. Brijesh Verma, Agra.

Worthy and informative contributions on deep rooted
content have been included in the Newsletter. TCS on
Foreign Travel has been the topic of discussion for quite
some time. Has such imposition of tax had a discouraging
effect on travellers? The topic has been avidly covered by
CA. Saket Bagdia, Past Chairman - ICAI Nagpur Branch
(WIRC).

Payments to MSME have been another issue of pain-point
with multiple confusions surrounding the same. CA Naresh
Jakhotia, an expert of taxes has addressed the same with
valuable clarifications to confusions.

“Audit of Accounting Estimates: Concept” An approxima-
tion of a monetary amount in the absence of a precise means
of measurement has been covered by CA. Rahul Sharma.

I congratulate and Thank CA Indraneel Dani and CA Uma
Bagdia for their wonderful contributions under CA's got
Talent section.

I am immensely proud of the strides we have made in
promoting the highest standards of professional excellence
and ethics in the field of finance and accountancy. Our
collective efforts have not only strengthened the reputation
of our branch but have also contributed to the growth and
development of the profession as a whole. We have tried our
best to bring laurels to the Nagpur Branch in each effort that
we conduct. Our efforts bore fruit in the form of Acknowl-
edgement from the centre at New Delhi & Region (WIRC)
and I am ecstatic to inform you that ICAI Nagpur Branch
(WIRC) has been awarded the Second Best Branch all over
the country and Best Branch in the Region in Large Branch
category. Also, WICASA, our Students Association has been
recognized as the Best WICASA not only at the regional
level but also at India level the same category.
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As I step down from my role, I am confident that the ICAI
Nagpur Branch (WIRC) will continue to thrive and achieve
much more as together, we shall strive to uphold the
principles of integrity, transparency, and accountability.

Before I bid farewell, I would like to express my deepest
appreciation to the Managing Committee, the staff, and all
members of the Nagpur Branch for their dedication and
hard work. It has been a privilege to work alongside such
talented and committed individuals. My heartfelt thanks
also reaches out to our E-Newsletter Sponsorer - SIDBI for
their constant support in this journey and to our Joint
Editors; CA Amrita Bagdia and CA Palkesh Khandelwal
who have left the members spell-bound with their spectacu-
lar work throughout the year.

In closing, I extend my best wishes to the Nagpur Branch of
ICALI for continued success and prosperity in the years to
come. I am confident that under the guidance of capable
leadership, our branch will reach new heights of excellence
and make significant contributions to the accountancy
profession.

This being the last edition of our exceptional newsletter, '
amal’, we hope we have been able to meet the expectations of
our members to bringing you the latest updates and
opportunities.

It's important to remember that the definition of success is
not just defined by how far you have come but also by
remembering how long we still need to travel. Let's embrace
the opportunities that unfold before us and collaboratively
shape a future that exceeds our collective expectations under
the new incoming Chair.

Thank you once again for the opportunity to serve as the
Chairperson of the most vibrant branch of ICAI It has been a
truly enriching experience that I will always cherish. Iwould
now like to conclude with the following words:

SoslT 3! SffaH T Rifep, freid geal 7 94,
TR g SRR 95T § !

Professionally Yours,
CA Sanjay M. Agrawal
Chairperson - ICAI Nagpur Branch (WIRC)
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CA. Amrita Bagdia

Dear Esteemed Professional Colleagues,

Standing in February-24; as we reflect back on our
role as Joint Editors of ICAI Nagpur Branch
Newsletter; our hearts' are filled with pride and
satisfaction. We would like to take this
opportunity to express our sincere gratitude to all
of you for your support and co-operation
throughout this journey. We have strived to
uphold the highest standards of quality and
relevance in disseminating information,
knowledge and stupendous work of our
members to our members.

The year 2024 has started with new challenges for
our CA Profession, the most talked about being
Applicability of Section 43BH, Audit Trail under
Companies Act and applicability of new formats
for reporting of non-corporate accounts. Our
profession has become more and more
demanding and we need to be on our toes to
constantly update ourselves and rely and
preserve all documentation as per requirements
of auditing standards issued by ICAL

We believe that Nagpur Branch newsletter qrar
has provided valuable insights, updates, and
resources to help our members stay informed and
empowered in their professional endeavours.
Through our Newsletter, Nagpur Branch has
endeavoured to showcase the achievements and
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CA. Palkesh Khandelwal

initiatives of our members, while also
highlighting important developments and trends
in the field of accountancy.

As we bid farewell to our roles as Joint Editors,
we would like to extend our heartfelt thanks to
the Chairman, Nagpur Branch and the Managing
Committee, the contributors and the entire team
involved in the publication process for their belief
and commitment which has been instrumental in
ensuring the success of this Newsletter.

In conclusion, we would like to express our best
wishes to the ICAI Nagpur Branch (WIRC) for
continued success and growth in the future. It has
been an honour to serve our branch in this
capacity, and we are grateful for the opportunity
to have contributed to its success.

We wish a very happy and prosperous
Professional year ahead to all members.

Kind Regards,

CA Amrita Bagdia

CA Palkesh Khandelwal

Joint Editors,

Nagpur Branch of WIRC of ICAI
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Whether TCS on foreign travel @20% is discouraging
Indian Tourists from going abroad?

CA. Saket Bagdia, Past Chairman - ICAI Nagpur Branch (WIRC)

Tourism plays a significant role in the Indian
Economy, providing various socio-economic
benefits. Tourism Industry is being seen not only
as a travel planner, rather it acts as a catalyst and
is highly instrumental in generation of employ-
ment and great revenue earning potential for the
country asa whole.

“Atithi Devo Bhava” is the key punchline used by
our forefathers for welcoming guests in our
home, in our country. With our Honorable PM
Shri Narendra Modi giving more stress on
development of Indian Tourist destinations, this
concept of TCS (Tax Collection at Source) on
foreign travel comes as a deterrent or hindrance
to growth in this sector.

Every coin has 2 sides and so does the interpreta-
tions and understandings follow. Many take this
TCS on foreign travel @ maximum rate of 20% to
be disastrous for growth of Tourism Sector and a
discouragement for Indian Travelers to go
abroad. Government thinks that it is pertinent to
keep a track / chain of transactions done in
respect of foreign travel, so that accountability
and transparency is achieved.

Let's look into the tax aspects of this TCS levied in
respect of foreign travel w.e.f. 01.10.2020.

TCS (Tax Collection at Source) is a type of tax that

is collected by the seller or service provider from
the buyer at the time of sale of goods or provision
of services as mentioned in the Income Tax Act.
TCSis to be collected on sale of goods / provision
of services or receipt of money whichever is
earlier. It is made applicable to Overseas Tour
packages since 2020 along with the Overseas
remittances with the introduction of new sub
section 206C(1G).

Applicability u/s 206C(1G):

u  An “authorised dealer”, who receives an
amount, of Rs.7,00,000/- or more in a
financial year for remittance out of India
from a buyer, remitting such amount out of
India under the Liberalised Remittance
Scheme of the Reserve Bank of India;

u A seller of an “overseas tour program
package”, who receives any amount from a
buyer, who purchases such package

Shall, at the time of debiting the amount pay-
able by the buyer or at the time of receipt of
such amount from the said buyer, whichever is
earlier, collect a sum equal to 5% / 20% of such
amount as received from the buyer.

Liberalized Remittance Scheme (LRS)- Under
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LRS Scheme, an individual person who is resi-
dent in India as per FEMA is permitted to remit
outside India up to US$ 2,50,000 per financial
year (April to March) without any approval of
RBI for any permitted current account or capital
account transactions or both such as opening
foreign currency account abroad, purchase of
property or making investments abroad, private
visit, gift/donation, business trip, medical
treatment, studies abroad, going abroad on
employment, etc. This scheme is available only to
individuals (including minors) and not to
corporates, Partnership firms, LLP, HUF etc.

Important Definitions:

(1) “authorised dealer” means a person
authorised by the Reserve Bank of
India under sub-section (1) of section
10 of the Foreign Exchange Manage-
ment Act, 1999 to deal in foreign
exchange or foreign security;

(i) “overseas tour program package”
means any tour package which offers
visit to a country or countries or
territory or territories outside India
and includes expenses for travel or
hotel stay or boarding or lodging or
any other expenditure of similar
nature or in relation thereto.

Earlier and new TCS rates are summarized as
under

T | ErlerRaies Beere | Moo rabe el 19 |
Kature of Dagment Finawre Ay, k] e ]
LES for e iiiigiom Pl i & Bt 7 lakeh Pl g b B 7 Ik

Hiwriijgh o Haish L
0.M'% above Ba. P lakh | 00H0% above Bs. 7 lakh

T Nilep toFa. 7 lakn Wil up bo Ba. 7 lnkh

Bedlical ervabrmant

uiher B Suwugh 5% whowe BA T lakdn 5% abowve Ra T Laih

Bk |
Crevreys Tamr 5% (Wikhomt Threshokd) 5% Hl Ba. 7 Iaki

Packige
J5°E theread her

LR Ficer ary pther Pl o B B T lakh

[HIrpREE

Pl up s K. 7 Ik

B% wbowe B 7 lakh | 200 above e, T lakh |
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There was a lot of confusion as regards definition
of overseas tour package and thus a clarificatory
circular was issued No. 19 dated 30.06.23 which
clarified the definition of overseas tour program
packageas -

To qualify as 'overseas tour program
package', the package should include at
least two of the followings:-

(i) international travel ticket,

(if) hotel accommodation
(with or without
food)/boarding/lodging,

(iii) any other expenditure of
similar nature or inrelation thereto.

If any of the above is sold standalone, it
will not be covered within the defini-
tions of Overseas tour package for
collection of TCS. This clarified the
confusion and cleared the air regarding
applicability of TCS on sale of OTP.

Exemptions under the provision:

TCS is not applicable in following
conditions-

When the buyeris,

1. Liable to deduct tax at source under any
other provision of this Act and has
deducted such amount;

TDS is deducted by the buyer e.g.
Corporates.

2. The Central Government, a State Govern-
ment, an embassy, a High Commission, a
legation, a commission, a consulate, the trade
representation of a foreign State, a local
authority as defined in the Explanation to
clause (20) of section 10 or any other person as
the Central Government may, by notification
in the Official Gazette, specify for this
purpose, subject to such conditions as may be
specified therein.
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This is a very important provision which
clarifies that in case the traveller is
deducting TDS of the Travel Agent
under any section, then Travel agent is
not required to collect TCS on that OTP
Sale.

It has been clarified in Circular 10 dated
30" June'23-

i) Threshold of Rs. 7 lakh per financial
year per individual in clause (i) of sub-
section (1G) of section 206C shall be
restored for TCS on all categories of LRS
payments, through all modes of payment,
regardless of the purpose: Thus, for first
Rs 7 lakh remittance under LRS there
shall be no TCS. Beyond this Rs 7 lakh
threshold, TCS shall be at the rate of -

a) 0.5% (if remittance for education is
financed by loan taken from a financial
institution);

b) 5% (in case of remittance for educa-
tion/medical treatment);

c) 20% for others.

For purchase of overseas tour
program package under clause (ii) of sub-
section (1G) of section 206C, the TCS shall
continue to apply at the rate of 5% for the
first Rs 7 lakh per individual per annum;
the 20% rate will only apply for expendi-
ture above this limit.

Expenses covered under Medical
Treatment

Remittance for the purposes of medical
treatment shall include,-

i) remittance for purchase of tickets of the
person to be treated medically overseas
(and his attendant) for commuting
between India and the overseas destina-
tion;
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ii) his medical expense; and

iii) other day to day expenses required for
such purpose.

Expenses covered under Education

Remittance for the purpose of education
shallinclude,-

i) remittance for purchase of tickets of the
person undertaking study overseas for
commuting between India and the
overseas destination;

ii) the tuition and other fees to be paid to
educational institute; and

iii) other day to day expenses required for
undertaking such study.

TCS on Non-Residents

TCS collection is not necessary in case of
non Resident individuals as well as non
resident corporates.

Take care to record and keep the evidence
that the purchaseris anonresident

A foreign citizen does not become Non
resident Automatically. It depends on
the no of days stay in India

Ideally, you should take a declaration and
the TRC (Tax Residency Certificate) of the
buyer.

TCS on Credit card on Forex pay-
ment

The FEMA rules allowed the Credit card
swipes in foreign Exchange without TCS
and LRS.

The clause read as below:-

“Nothing contained in rule 5 shall apply to the
use of International Credit Card for making
payment by a person towards meeting
expenses while such person is on a visit

wWww.nagpuricai.org




outside India”

Though the exemption was conditional,
the banks never collected TCS on Credit
card swipes in foreign exchange.

As per the new notification on 16" May,
2023 the above exemption is removed
which makes all the credit card expenses
in Foreign exchange covered under TCS.

On 19" May RBI gave a fresh Notification
allowing foreign currency payment up to
Rs.7lacs withoutany TCS.

TCS on Receipts Vs Payments

i)

ii)

The responsibility of collection of TCS
and payment is with the Seller of OTP.

However, under the same section TCS is
collected by the Bank on all foreign
remittances.

iif) The responsibility of TCS on Remittance

is with banker not TA.

iv) However, TA has to take into consider-

ation the impact of TCS on remittance,
since it will affect the cash flow.

Compliance Calendar-
TCSPayment 000000
Perod [ Date |
April to March [ 7*  of Mext

| month

TCS Return filing Due Date
April o June |15 July
July to September | 15 October
Oictober to December | 13 January
January bo March | 15 May
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TCS to become applicable on LRS,
applies separately for each remittance
through different authorised dealers? If
not, how will authorised dealer know
about the earlier remittances by that
remitter through some other authorised
dealer?

It is clarified that the threshold of Rs 7
lakh for LRS is qua remitter and not qua
authorised dealer. This is clear from the
tirst proviso to sub-section (1G) of section
206C of the Act. The proviso states that
the TCS is not required if the amount or
aggregate of amounts being remitted by a
buyer is less than seven lakh rupees in a
financial year. The threshold continues to
apply quaremitter.

Since the facility to provide real time
update of remittance under LRS by
remitter is still under development by the
RBI, itis clarified that the details of earlier
remittances under LRS by the remitter
during the financial year may be taken by
the authorised dealer through an under-
taking at the time of remittance. If the
authorised dealer correctly collects the
tax at source based on information given
in this undertaking, he will not be treated
as “assessee in default". However, for any
false information in the undertaking,
appropriate action may be taken against
the remitter under the Act.

It is further clarified that same method-
ology of taking undertaking from the
buyer of overseas tour program package
may be followed by the seller of such
package.

Thus, declaration needs to be obtained from
the customer by the Tour operator / autho-
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rized money changer to decide on rate of Tax
Collection whether it is 5% or 20%.

b) How is the calculation of TCS/LRS
done?

Per person / Per family / Per Invoice /
Per booking / per hotel / per service
booked /Per entity making the payment

The TCSis made per PAN, as provided by the
customer. If there are number of travellers
you can give the option to the customer,
based on customer's declaration and PAN
you collect the TCS and pay on that PAN. Itis
important since the Credit will be available to
the payer, based on the PAN declared by
him/her.

c) If only hotel or only transfers is booked?
Is it a package? Does TCS still apply?
Does package include airline ticketing /
visa?

As per the provisions If you give any single
service, it cannot be termed as OTP. Only if
there are more than one service it can be
considered as package. However, the bank
will cross check TCS in case of all LRS pay-
ments. Thus, it will be necessary to collect
TCS even if only Hotel is booked. Further
Hotel and Transfer may be considered to be
OTP since there are more than one service.

d) Agents raise invoice in advance and
make payments/remittances subse-
quently after a month or two? How to
make such compliances.

The obligation of TCS is on the collection
against OTP, Advance or otherwise, once you
receive the money you pay TCS. For e.g. The
package cost is Rs. 10,000/- for travel in
January. Advance received is Rs. 3,000/- in
October. Then TCS to be collected in October
on 3000/ - and on balance when received from
customer. However, if any client refuses to

Professional Enrichment
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pay the TCS you cannot take the plea that it is
not collected hence not paid. In such cases
you have work out the TCS proportionately
by grossing up. The same will result in the
TCS amount being blocked up to actual
billing.

e) If passenger pays by credit card directly
to the hotel at the time of checkout, will
Credit Card Company have to collect
TCS? If agent buys services for his
customers on an international website
and pay by credit card, what is TCS
position?

TCS is applicable when you bill for OTP and
collect the same. If someone directly pays to
the hotel by credit card there is no liability of
TCS on the Travel agent who has arranged the
bookings. However, the Bank will collect
TCS on the same under LRS. The TCS will be
applicable whether the agent pays for the
same by credit card or through bank.

What is the penalty for non-compliance of
collection of TCS by Travel Agent? How does
the government ensure that the law is being
followed?

u First you are liable to pay the Interest for
delay in deduction and payment

u Then you have to pay the late fees for
delay infiling
u Then AOcanlevy further penalty

u  The Income Tax Department can proceed
with Prosecution resulting injail term.

u Primary responsibility is on the Assessee,
Then the Auditor has to report any
discrepancy.

u  TheIncome Tax Dept can make a survey if
they feel itright.

wWww.nagpuricai.org
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Conclusion- travel abroad but this TCS can always be claimed
as credit by them while filing there Income Tax
Return. So this is a revenue neutral concept
intended to track the movement of passengers
travelling abroad but which results in blocking of
working capital / funds of passengers travelling
abroad till the time of filing Income tax return to
adjust against tax liability or to claim as refund as
the case may be.

Whenever there is any change of any law, there is
resistance. The intention and compliance need to
be cleared and everyone needs to follow the law
to avoid any government action. Yes, 20% rate is
very high and harsh on individuals wishing to

INVITATION FOR ARTICLES FOR NEWSLETTER

"The pen is mightier than the sword"
by Glancey Jonathan

The Newsletter Committee of Nagpur Branch of WIRC of ICAI is inviting articles for its
Newsletter.

Submission Guidelines: The articles have to be submitted by the 5th of the month to the
following email-id : [ nagpur@icai.org ]. There is a strict plagiarism check and the articles
which are not adhering to the prescribed standards are not published in the newsletter.
[lustrations are strongly encouraged to illustrate and emphasize your message. Article can be
written by one person or jointly but not more than 2 on a single article. A passport size picture
of the writer/ writers should be attached with the article along with their Name and Email ID.

We welcome your efforts and hope you would make the best use of the open platform.
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Timely Payments to MSME for Deduction under Income Tax Law:
Confusion & Clarification

CA. Naresh Jakhotia, Nagpur

MSME are growth engines & vital catalysts for = is actually made within the period agreed
our economy. The Micro, Small and Medium | between the buyer & seller. If the period agreed in
Enterprises Development Act (MSMED) was | writing is beyond 45 days then the payment has
enacted to nurture MSME in the country. As per | to be done within 45 days only. If there is no
section 15 of the MSMED Act, payment to Micro | agreement then the payment has to be done
and Small enterprises has to be done before the | beforetheappointed date (i.e., 15 days).
Appointed Day. The Appointed Day is 15 days
from the date of actual delivery of goods or the
rendering of services. While the MSMED Act
already enforces timely payments, its implica-
tions now extend to the Income Tax Act-1961.

Unlike other items of section 43B like
taxes/duties/ cess, etc wherein the deduction is
available if the payment is done on or before the
due date of filing the Income Tax Return (ITR),
the payment to Micro & Small enterprises shall
At present, Section 43B of the Income Tax Act || notbe admissible as deduction if the same is paid
provides for deduction of certain expenditure [ after the end of the financial year and the period
only on actual payment basisi.e., the deductionis § of 15 days or 45 days is over. Deduction is admis-
available only if the amount is paid within the § sible only if the payment is either done in the
prescribed time period. If the payment is not | same financial year or within a period of 15 days
done then the deduction is either not available or | or 45 days if the same is falling due after 31st
it is available in the year of the payment. Few of | March.

the existing transactions which are covered by
section 43B include taxes/duties/cess, interest
payable to Banks/NBFC, Payment towards
PF/ESIC, etc. Finance Act - 2023 has widened the
scope of section 43B so as to include the payments
to micro and small enterprises also in accordance
with the provisions of MSMED Act. As a result,
deduction for purchase of any goods/services or
towards expenses availed from Micro and Small
Enterprises shall be allowed only if the payment

Let us understand the impact of the above
provision with the following example wherein
purchase is done without any written agreement
and there is no stipulation to make the payment
before 15 days. As a result the payment is
required to be do done within 15 days of delivery
of goods:
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S.No. Invoice Date of Appointed | Payment | FY in which
Date delivery | Day (As per Date deduction
of Goods MSMED will be
Act] allowed

01.03.24
11.03.24
25.03.24
25.03.24

01.03.24
15.03.24
27.03.24
27.03.24

16.03.24
30.03.24
11.04.24
11.04.24

25.03.24
02.04.24
10.04.24
15.04.24

2023-24
2024-25
2023-24
2024-25

=

In the first case, even though the payment is done
after the appointed date under MSMED Act, still
it is done within the same financial year (FY) and
so it will be eligible for deduction in the FY 2023-
24.

In the second case, the appointed date of payment
was 30.03.24 (i.e., FY 2023-24). Since the payment
was not done by 31.03.24 but paid in next FY,
deduction would be admissible in the FY 2024-25.

In the third case, the appointed date was falling in
the FY 2024-25 and since the payment was done
before that, deduction would be admissible in the
FY 2023-24.

In the fourth case, the purchase was done in the
FY 2023-24 but the payment was not done before
the appointed day. As a result deduction would
not be admissible in the FY 2023-24 but would be
admissible in the FY 2024-25 in which the pay-
mentis done.

The above illustration is covering the case where
no written agreement exists and so the appointed
day is 15 days. The same logic & working can be
applied if there exists a written agreement
wherein the payment would be required to be
done before the dates as per mutual agreement (&
if the mutually agreed period exceeds 45 days,
the payment would be required to be done within
45 days).

Applicability to Traders:

This is the most important issue raised by many.
Section 43B(h) is applicable only in respect of the
amount payable to Micro or Small Enterprises.
Pure Traders (even if Registered under the

Professional Enrichment
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MSMED Act 2006 or have obtained Udyam
registration) are not covered in the definition of
Micro or Small Enterprises. So, there will be no
disallowance u/s 43B(h) if payment to such
traders is done even beyond 45 days. One may
also refer to the Office Memorandum Dated
01.09.2021 issued by the Ministry of MSME which
clarifies that the registration is restricted for
priority sector lending only.

Invoice can be considered as Written Agree-
ment?:

Written agreement is must for the benefit of 45
days U/s 43B(h). In my opinion, if the
invoice/purchase order/delivery memo etc
mentioned the period of 45 days or more, it
would be sufficient to draw inference that there
exists a written agreement.

Non Payment due to disputes:

The period of 15 days or 45 days is applicable
from the date of acceptance or deemed accep-
tance. “The day of acceptance” means

(a) the day of the actual delivery of goods or the
rendering of services; or

(b) where any objection is made in writing by the buyer
regarding acceptance of goods or services within 15
days from the day of the delivery of goods or the
rendering of services, the day on which such objection
is removed by the supplier;

and “The day of deemed acceptance” means,
where no objection is made in writing by the
buyer regarding acceptance of goods or services
within fifteen days from the day of the delivery of
goods or the rendering of services, the day of the
actual delivery of goods or the rendering of
services;
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If the buyer has made a written objection, the date
of acceptance shall be reckoned from the date of
resolution of the disputes.

Ensuring Compliance with new provision for
the FY 2023-24:

1. In respect of Purchase / Services without
written agreement:

Ensure that payment is done before 31st March
2024 against all purchases/ services done from 1st
April 2023 to 16th March 2024. In short, all
creditors as on 16th March 2024 (excluding
opening creditors as on 01.04.2023) towards
purchases/services are to be paid off till 31st
March 2024.

In respect of purchases done from 17th March to
31st March 2024, the payment shall be required to
be made within 15th day of its purchase failing
which the deduction would not be available in
the FY 2023-24.

2. In respect of Purchase / Services with written
agreement of more than 45 days:

In such a case, the buyer needs to ensure that the
payment is done before 31st March 2024 against
all purchases/services done from 1st April 2023
to 15th Feb 2024. In short, all creditors as on 15th
Feb 2024 (excluding opening creditors as on
01.04.2023) towards purchases/services are to be
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paid off till 31st March 2024.

Inrespect of purchases done from 16th Feb to 31st
March 2024, the payment shall be required to be
made within 45th day of its purchase failing
which the deduction would not be available in
the FY 2023-24.

Conclusion:

1. Every new law comes with a new set of compli-
cations and confusions. Section 43B(h) will have
many as it will affect each and every business
house. Understanding and adhering to the
provisions of section 43B(h) is crucial to avoid
significant tax liabilities. Though the mutual
terms and conditions of payment may be differ-
ent, yet the provision of MSMED Act & Income
Tax Act will prevail over it.

2. While the intention behind this provision is
commendable, its potential side effects could be
significant and far-reaching. It may adversely
affect micro and small enterprises, as buyers
might opt to procure goods and services from
entities notregistered under the MSMED Act. Itis
anticipated that there will be considerable
confusion, doubts, and nuances surrounding the
new
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Audit of Accounting Estimates: Concept

CA. Rahul Sharma

Accounting Estimates Defined: “An
approximation of a monetary amount in the
absence of a precise means of measurement.
This term is used for an amount measured at
fair value where there is uncertainty, as well
as for other amounts that require estimation.
Where this SA addresses only accounting
estimates involving measurement at fair
value, the term 'fair value accounting
estimates' is used”. (As defined under SA
540)

Understanding Accounting Estimates: For
entities of all size and nature, some or the
other time management has to make
accounting estimates. This happen
particularly in a situation when monetary
amounts in financial statements cannot be
directly deduced. All Accounting estimates
have some degree of estimation; this is due to
uncertainties involved in quantification, this
may be due to inherent limitations of
management's knowledge or due to nature of
available data that give rise to inherent
subjectivity and variation in the

measurement outcomes. Along with being
subjective, accounting estimates may also be
complex. Thus accounting estimates have
important implications over the financial
statement audit, because the complexity,
subjectivity or other inherentrisk factors on
the measurement of these monetary
amounts makes them sensitive for
misstatement. The accounting process often
presents certain scenarios where an amount
or item in the financial statements cannot be
measured with precision. In financial
reporting, when the amounts of assets,
liabilities, income, or expenses for the period
cannot be measured with precision, they are
determined using accounting estimates.
Accounting Estimate are estimated based on
judgment and knowledge derived from
experience, training and formal teaching.
Estimation is involved in reporting certain
elements of the financial statements - value of
which cannot be determined using objective data.

Even though uncertainties and values are
determined using historical estimates and
approximations, they deserve to be a part of
financial reporting. A prudent estimation
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will surely result into a transparent and
reliable financial statement. The value of
such element cannot be always fixed based of
any specific data. They usually involve a lot
of complexities & uncertainties and therefore
expertise, skill and knowledge is required to
determine the value, which will always be an
approximation.

This also establishes the fact that there is
some level of subjectivity in the process
because the management and accountants
require a very good level of skill, expertise
and knowledge to make the assumption
which can be acquired through experience,
training and formal teaching. Sometimes there
may be a considerable difference in values
estimated by different persons. Management
may derive value of an element of financial
statement using certain assumptions which
will completely different from value
deduced by auditors.

Typically the notes on accounts contain the
details of the basis or assumptions used in
estimating elements of financial statements. ISA
540 (Revised), Auditing Accounting Estimates
and Related Disclosures, deals with the auditor's
responsibilities relating to accounting estimates
and related disclosures in an audit of financial
statements. The auditor's objective is to obtain
sufficient, appropriate audit evidence about
whether accounting estimates and related
disclosures in the financial statements are
reasonable in the context of the applicable
financial reporting framework (AFRF).

Accounting Estimates V/s Accounting Principles:

These are two different financial concepts
which are commonly used during
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preparation of financial statements.
However, it is very much vital to distinguish
between the two. Let us differentiate the
same, as given below:

Meaning: Accounting Estimate means an
approximation of a value of Asset, Liability,
Income or Expenditure for which a precise means
of measurement is not available on the other
hand Accounting Principles can be understood as
Specific principles, bases, conventions, rules, and
practices used by the management while
preparing and presenting financial statements.
How they affect data: change in Accounting
estimates changes actual financial information on
the other hand Accounting principles changes
signify conceptual changes in how financial
informationis calculated.

How change is given effect: Changes in
Accounting Estimates is given effect
prospectively however changes in Accounting
Principles should be given effect
retrospectively. What is used in background: In
accounting estimates, information related to
historical data, opinions and knowledge of
experts, etc are used for achieving useful results,
whereas in case of the Accounting Principles, the
guidelines are provided by various laws,
Accounting Bodies and policymakers following
which decisions are taken.

Subjectivity: Accounting Estimates are
subjective in nature due to their dependence on
expert knowledge, skill and experience, which
also depends on the information available from
various sources during a particular time.
Accounting Principles are more objective in
nature since rules and policies are fixed and in
each Accounting Period these should also be
disclosed innotes to financial statements.

Both of these are important and relevant in
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the world of finance and should be used to
maintain Quality of financial reporting
which is achieved by consistency,
transparency and understandability of the
financial condition of the business.

Concept of Audit of Accounting Estimates:
Before going in detail we shall take a snapshot of
audit procedure which should be adhered if any
estimated figure is involved in financial
statements. The primary objective of auditor is to
gather “Sufficient and Appropriate Audit
Evidence” in support of various assertions of the
financial elements. To prepare financial
statements is the primary responsibility of the
management like any other figure, accounting
estimate is also appear at the initiative of the
management and not auditor. The auditor should
obtain evidence as to a. That accounting estimate
is reasonable as per the circumstances and b. that
it has been appropriately disclosed. To disclose
an estimate depends on various factors like legal
requirement of disclosure, materiality of volume
or nature, matching concept etc. Normally
auditors apply following procedure while
auditing accounting estimates:

(A)Review and test the process through
which estimate are developed: including
evaluation of date and evaluation of
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assumptions underlying the estimates;
testing the calculations involved in the
estimate; comparison of estimate and
actual results of prior periods and
evaluation of the approval procedure of
the management.

(B) Comparison of the estimates developed
by the management with estimates
developed by auditors.

(C) Subsequent events (Events occurred after
generation of estimates and up to
submission of Audit Report) related with
estimates mustberreviewed.

Knowledge of client business and consistence of
other audit evidences gathered with accounting
estimates also plays vital role in the final
assessment of reasonableness of an accounting
estimate. If auditor is of the view that accounting
estimates developed by the management are
significantly different from the estimates
assessed or developed by the auditor, he may
request the management to carry out necessary
changes. In case management refuses to reviseit's
estimate it would be considered a misstatement
and the auditor would need to consider it's effect
on the financial statement.
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ORJECTIVE

» Capex for Energy Efficiency Equipments /
Machineries, Solar Roof Top etc.

« Transit from Diesel/Petrol as fuel to cleaner
like PHG/CNG

« Other Green/Clean initiative aimed at reduction

of Carbon Emission, Waste Management,
Renewable Energy

Loan Amount

- Upto 100% funding with cash collateral in the
form of SIDBI FOR

« Minimum loan - Rs. 5 lakhs and

« Maximum Loan - Rs. 100 lakhs

Key Features

= Concessional interest rate as per rating
- Repayment: up to 60 months

« Moratorium ; upto 6 months

» Quicker sanction

Targel Sectors & Eligible Projects

« Manufacturing and service sectors

« Energy efficient machineries/technologies
- Renewable Energy Projects

Eligibility

« Minimum of 3 years of operation and 2 years
Cash Profit

« The barrowers should not have defaulted to any
Banks/Financial Institutions
* Upto CMR-6 and FIT Rank 8

- Digitized application, In-Principle sanction
process through FIT Rank model

« System driven Legal documentation

Rate of Interest

Repo linked (7.00 % - 8.10%)

To Know more, visit our nearest branch. Locate us at: www.sibdi.in
Follow us on ¥ SIDBlofficial MEsidbiofficial @sidbiofficial == SIDRI Official

in SIDBI {Small Industries Development Bank of India)

Small Industries Development Bank of India,
Ground Floor, National Insurance Building, S.V.Patel Marg,
Kinsgway, Negpur-4400071.

Tel: 0712-2553201, 2526027 E-mail ; nagpur@sidbi.in
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