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Dear Members,

It is with great pleasure that | present to you our May
2025 Newsletter, dedicated to the vibrant and ever-
evolving Micro, Small, and Medium Enterprises
(MSME) sector. As Chartered Accountants, we are
uniquely positioned to support and guide MSMEs,
which are the backbone of our economy, through our
expertise in finance, compliance, and business
advisory.

This issue features insightful articles from our
esteemed members, each offering valuable perspec-
tives on critical aspects of the MSME ecosystem:-

* CADilip Lohiya has contributed an enlightening
piece on the Micro & Small Enterprise Facilita-
tion Centre under the MSMED Act and Section
43B(h) of the Income Tax Act, highlighting the
importance of timely payments and regulatory
supportfor MSMEs.

* CARohit Fathepuria provides a comprehensive
overview of financing options for MSMEs
through banks, offering practical advice to
entrepreneurs seeking to secure funding.

* CA Pranav Ashtikar shares key case laws
relevant to MSMEs, helping us better under-
stand the legal landscape and itsimplications.

* CA Preetam Batra discusses GST consider-
ations for MSMEs, ensuring that our members
are well-equipped to navigate the complexities
of indirect taxation.

et e i

| extend my heartfelt gratitude to all the contributors
for their dedication and for enriching this edition with
their knowledge and expertise.

A Call for More Contributions

As we strive to make this newsletter a comprehensive
resource for our members, | invite you to share your
insights, experiences, and articles on topics relevant
to the MSME sector or any other area of professional
interest. Your contributions will not only enhance the
quality of our newsletter but also foster a culture of
knowledge-sharing and professional growth within
our community.

Thank you for your continued support and active
participation. Let us work together to empower the
MSME sector and elevate the standards of our
profession.

With warm regards,

CA Dinesh Rathi

Chairman

ICAI Nagpur Branch (WIRC)
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Dear Esteemed Members,

We are happy to share the May 2025 edition of our
newsletter, which is a special issue focused on Micro, Small
and Medium Enterprises (MSMEs).

The MSME sector plays a key role in India's economy. It
contributes significantly to employment generation,
manufacturing output, and exports. MSMEs are spread
across cities, towns, and rural areas, helping in balanced
regional development. By supporting local entrepreneur-
ship and encouraging innovation, the sector helps drive
inclusive and sustainable growth for the nation.

Chartered Accountants can support MSMEs in many
meaningful ways. We can help them keep proper books of
accounts, manage cash flows, reduce costs, and stay
compliant with tax and regulatory laws. We can also guide
them in preparing project reports, getting funding,
registering under MSME schemes, and improving overall
business planning. By giving the right advice at the right
time, we can help these businesses grow in a stable and
sustainable way.

This edition includes articles, updates, and experiences
that are useful for all of us who work with or are interested
in MSMEs. | thank our Chairman and Managing Committee
for their continued support and encouragement in making
this special edition possible.

I hope you find thisissue informative and useful. | also invite
you to share your thoughts, ideas, or articles for future
editions.

Warm regards,
CA. RishiLoya
Joint Editor

Joint Editor’s Message

....L'z,-—_.—.-_!“....

Dear Members,
Greetings!

As we welcome the month of May, we find ourselves in a
time of reflection and transition. The financial year has
recently closed, and many of us are engaged in audits, tax
planning, and helping clients navigate the evolving
compliance landscape. It is also an important time for our
students, with examinations underway—a reminder of the
academicrigor that defines our profession.

This month’s newsletter brings focus to the Micro, Small,
and Medium Enterprises (MSME) sector—a cornerstone of
India’s economic framework. As Chartered Accountants,
we are in a unique position to assist MSME's not only with
statutory compliance but also with strategic financial
decisions and growth-oriented advisory.

We are grateful to our contributing authors for sharing
articles that cover practical insights—from MSME
facilitation mechanisms and funding options to GST and
legalinterpretations relevant to small businesses.

Let us continue to embrace learning, share our expertise,
and support one another in upholding the integrity and
value of our profession.

Wishing you a productive month ahead, and best wishes to
our students appearing for their exams!

Warm regards,
CAVidhiKapadia

Joint Editor

ICAI Nagpur Branch (WIRC)
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Micro & Small Enterprise Facilitation Council (MSEFC) Under the MSMED Act, 2006

Purpose

To protect Micro and Small Enterprises (MSEs)
from delayed payments by buyers and provide a
legal framework for timely settlement and

dispute resolution

Objective of the MSMED Act, 2006

To facilitate the development, promotion, and

Term

Appointed Day

Day of Acceptance

Deemed Acceptance

Buyer

Enterprise

Goods

Supplier

CA. Dilip Lohia

enhancement of the competitiveness of Micro
and Small Enterprises (MSEs) across India by
ensuring timely payments and legal safeguards
against delayed transactions.

Key Definitions under the Act

Understanding the critical terms as per the
MSMED Act, 2006 is essential for effective
implementation and compliance:

Definition

Day after 15 days from acceptance or deemed acceptance of
goods/services.

Day goods/services are delivered or objections resolved by
supplier.

If no written objection within 15 days, delivery day is acceptance.
Person/entity buying goods/services for payment.

Any industrial undertaking/business engaged in manufacturing or
production (as per 1st Schedule of IDR Act, 1951) or rendering
services.

All kinds of movable property, excluding actionable claims or
money.

A Micro or Small Enterprise that has filed a memorandum under
the MSMED Act.

Includes organizations like NSIC, MSSIDG companies, societies,
trusts, or anybody engaged in selling goods/services of micro and
small enterprises.
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1. Payment Obligation—Section 15 6. Annual Disclosure Requirements —Section 22
Particulars Provisions
Disclosure in Accounts Requirements
Who is liable Buyer of goods or recipient of services from MSE
" As per written agreement (max 45 days) (i) Outstanding payments Amounts due to MSEs along with interest payable
payment - If no agreement: within 15 days from acceptance or deemed

acceptance of goods/services (i) Interest actually paid  Disclosure of interest paid to MSEsduring the year

Maximum period 45 days from date of acceptance or deemed acceptance
allowed
7. Overriding Effect—Section 24
2. Interest on Delayed Payment—Section 16 Ratichlars e
Particulars Provisions Priority of Provisions of Sections 15 to 22 will override any inconsistent provisions in
Act other laws
When applicable If buyer fails to pay within time as per Section 15
Rate of interest  Three times the bank rate notified by RBI 8. Powers of Appointed Officers —Section 26
Type of interest Compound interest with monthly rests Appointing Sy S—
Authority
. Role of officer Carry out duties under the Act; may require persons to furnish
3- Recovery Of DUES - Sectlon 17 prescribed information
Particulars Provisions
Buyer’s liability ~Pay principal + interest as per Sections 15 & 16 9. Penalties for Non-CompIiance—Section 27
Scope Applies to goods supplied or services rendered Offence Penalty

Contravention of Section 8 or 26 (first offence) Fine up to X1,000

4. Dispute Resolution—Section 18

Subsequent contraventions of Section 8 or 26  Fine up to 10,000

Stage Description
Non-disclosure under Section 22 (by buyer) Fine up to 10,000
Reference to Either party may refer the dispute to the Facilitation Council
Council
Conciliation Council may conduct conciliation or seek help from authorized ADR
institutions as per Sec 65-81 of A&C Act
Arbitration If conciliation fails, the Council may initiate arbitration or refer to ADR com plla nce Su mma rV for Buye rs
centres under Sec 7 of A&C Act
Compliance Requirement Applicable Section
Timeline Dispute must be resolved within 90 days from the date of reference
Jurisdiction Jurisdiction lies with the Council where the supplier is located Timely payment to MSEs (within 45 days max) Section 15
(regardless of buyer’s location)
Pay interest on delays (3x RBI bank rate) Section 16
5. Appeal Against Council Award —Section 19 Disclose outstanding dues and interest in annual accounts  Section 22
Particulars Provisions Cannot appeal award without 75% deposit Section 19
Appeal condition Buyer (not being supplier) must deposit 75% of award amount Interest paid not deductible under Income Tax Act Section 23

with the court

Supplier withdrawal Court may permit supplier to withdraw a reasonable portion,
allowed with conditions as deemed fit

WWwWw.nagpuricai.org °
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BRIEF HISTORY OF SSI/ MSME REGISTRATION
ININDIA

From SSI to Udyam: The Evolution of MSME
Registration

The journey of MSME registration in India has
evolved significantly over the years to improve
accessibility, streamline compliance, and boost
ease of doing business. Here's a concise timeline
of key developments:

1. EARLY SYSTEM —SSI REGISTRATION UNDER
MSMED ACT, 2006

Small Scale Industries (SSI) were initially
registered under the Micro, Small and
Medium Enterprises Development
(MSMED) Act, 2006, which came into
effectin October 2006.

The Actintroduced the concept of:

o Entrepreneurs' Memorandum
(EM) Part-l — for proposed
enterprises (OPTIONAL/ DIS-
CRETIONARY)

o Entrepreneurs' Memorandum
(EM) Part-1l — for existing
enterprises (POST- COM-
MENCEMENT OF BUSINESS)

These memorandums were filed with the
District Industries Centres (DICs) in
respective States/UTs.

2. Transition to Udyog Aadhaar (Post Notifica-
tion Dated 18.09.2015)

A major shift came with the notification
dated 18th September 2015, which
discouraged the filing of EM-I and EM-II
by States/UTs.

Instead, the Ministry of MSME launched
the “Udyog Aadhaar” portal (www.

udyogaadhaar.gov.in), encouraging
enterprises to register online.

Udyog Aadhaar Highlights:

o Completely paperless and free-
of-cost

o Instantonlineregistration

o Enabled enterprises to access
various government schemes and
benefits using a unique Udyog
Aadhaar Number (UAN).

3. Udyam Registration — Effective from 1st July
2020

In alignment with the revised definition
of MSMEs (based on investment and
turnover) and to further improve ease of
doing business, the government intro-
duced the Udyam Registration Portal.

Key Features of Udyam Registration:

o Permanent Registration Number
(Udyam Registration Number)

o Online self-declaration basis — no
documents or proof required

o A single registration can include
multiple manufacturing and/or
service activities

o No enterprise is allowed to file
more than one Udyam Registra-
tion

Mandatory Migration:
Enterprises already registered under:

o EM-II
o Udyog Aadhaar (UAM)

o Or any previous registration
under MSME Ministry
» Must re-register themselves

WWwWw.nagpuricai.org a
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on the new Udyam portal to
continue availing MSME
benefits.

» CONCLUSION:

The journey from SSI registration to Udyam
Registration reflects the government's strong
commitment to reducing bureaucratic hurdles
and encouraging entrepreneurship. Today,
MSMEs can easily register, update, and manage
their enterprise details digitally—fostering
growth and formalization of India's vital MSME
sector.

REVISED DEFINITION OF MSMES (EFFECTIVE
FROM 01.07.2020)

The Central Government has redefined Micro,
Small and Medium Enterprises (MSMEs) based
on a composite criterion of investment in plant &
machinery/equipment and turnover, applicable
to both manufacturing and service sectors:

Type of Enterprise Investment Turnover

Micro — Not exceeding X5 Crore
Small Not exceeding 10 Crore Not exceeding X50 Crore
Medium Not exceeding X50 Crore Not exceeding X250 Crore

NEW REVISED DEFINITION OF MSMES (EF-
FECTIVE FROM 01.04.2025)

Type of Enterprise Investment Turnover

Micro Not exceeding X2.5 Crore = Not exceeding X10 Crore
Small Not exceeding X25 Crore  Not exceeding 100 Crore
Medium Not exceeding X125 Crore  Not exceeding X500 Crore

Note: Both criteria must be met for classification
under a specific category.

Important Note on Investment Computation

While calculating investment in Plant & Machin-
ery or Equipment, the following costs are
excluded:

Pollution control devices
Research & Development (R&D) expenses

Industrial safety devices

AN OPPORTUNITY FOR MSME UNITS TO
FILE PAYMENT DISPUTES ONLINE WITHOUT
GOING TO COURT

Relief Under MSME Development Act (2006)

In a significant step towards empowering Micro
and Small Enterprises (MSME Units), the Govern-
ment of India provides an online mechanism to
file payment references against defaulting
buyers under the Micro, Small and Medium
Enterprises Development Act, 2006 — without
initially approaching the court

Legal Provision: Section 15 of MSMED Act

As per Section 15 of the MSMED Act, where a
buyer fails to make payment to an MSME sup-
plier within the agreed timeline (or within 45
days if no timeline is specified), the buyer
becomes legally liable to:

e Paythe principalamount due.

e Along with compound interest with
monthly rests from the appointed day.

e At a rate three times the RBI notified
bank rate.

File Reference Online—Simple & Transparent

To make the process efficient and accessible, the
Government provides an online dispute
redressal mechanism through the MSME

WWwWw.nagpuricai.org °
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Samadhaan Portal:
https://samadhaan.msme.gov.in

Here, MSME units can register disputes against
defaulting buyers without going to court.

What If No Compromise is Reached?

Stage Description

Online Reference Filing You initiate the complaint against the defaulting buyer via
MSME Samadhaan portal.

Attempted Compromise Both parties are encouraged to settle the matter amicably
at this stage.

Physical Reference to
MSEFC

If no compromise is reached, a physical reference is filed
with the Hon'ble MSEFC Bench.

Conciliation & Arbitration The MSEFC begins conciliation. If not resolved, arbitration

proceedings follow.

Final Award A legally enforceable award is passed by the MSEFC if no

resolution is found.

Flexibility to Withdraw at Any Stage

One of the most business-friendly features of
this process is the option to settle amicably at
any stage.

If both parties arrive at a compromise, an
application for withdrawal can be submitted —
even during conciliation or arbitration. This
encourages resolution without prolonging
disputes

ESSENTIAL CONTENTS IN REFER-
ENCE/PETITION TO BE FILED BEFORE
MSEFC

Physical Reference/petition to Local IFC
should contain & attached the following: -

Details of Online reference & Local IFC number
Full narticulars of cunnlier & huver
Supplier status, as micro/small

Details of goods/services supplied

g 1 gy, —

Terms of payment

Actual navment received with dates

Amount Due as per invoice or ledger

Interest calculationg ac ner cection
Letter correspondence for recovery or any legal action taken

Relief sought

Summary sheet may help for information at a glance

CLAIM STATEMENT SUBMISSION
GUIDELINES (SUPPORTED BY AFFIDA-
VIT)

Important Instructions:

1. Simultaneous Service to Buyer
The applicant must send a copy of the
reference along with all supporting
documents to the buyer against whom
thereferenceis made.

* Ensure proof of delivery is obtained and
submit the delivery track record to the
Internal Facilitation Centre (IFC) without
delay.

2. NoParallel Proceedings

* Please note that parallel legal proceed-
ings (e.g., Civil Suits) on the same matter
will not be entertained by the Micro and
Small Enterprises Facilitation Council
(MSEFC).

* Exception: This restriction does not apply
to criminal proceedings.

L‘- e
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SUPREME COURTJUDGMENT

Case: M/S SILPI INDUSTRIES VS. KERALA
STATE ROAD TRANSPORT CORPORATION &
ANR. (Dated 29.06.2021)

Key Takeaway:

Registration under the Micro, Small and
Medium Enterprises Development
(MSMED) Act, 2006 must be active and
valid on the date of supply of goods or
services for the claim to be maintain-
able.

Limitation Period Applicability:

The Limitation Act, 1963, applies to all
proceedings under the MSMED Act,
2006.

Professional Advisory:

This landmark judgment has significant
implications for practitioners and
professionals.

It is strongly recommended to thor-
oughly study and understand this ruling
to ensure compliance and effective
handling of MSME-related disputes

KEY POINTS BEFORE UPLOADING A CASE ON

Online Portal: samadhan.msme.gov.in

+» Please verify the applicant's status as a
Micro or Small Enterprise through the
MSME registration only. Do not accept
other registrations such as Gumasta or
GST.

+» Kindly prepare scanned copies of all
relevant invoices and purchase orders.

Note that the online portal allows
uploading a maximum of five invoices. If
there are more than five invoices, please
compile the additional invoices into an
annexure and upload accordingly.

Verify a copy of the supply order along
with the payment terms mentioned
therein.

Check whether the payment terms
violate the provisions of the Act (e.g.,
payments exceeding 45 days) as per the
agreed conditions.

Confirm proof of delivery of goods or
services, such as LR/RR or transport
receipts.

Verify if there is any written communica-
tion from the buyer regarding quality
issues or disputes. If so, ensure there is
proof of rectification or resolution by the
supplier.

Determine if there is any outstanding
principal amount due to the supplier. If
the principal balance is nil, assess
whether a claim solely for interest is
maintainable.

Calculate the delay period from the date
of supply to the date of payment.
Determine the total amount due to the
supplier (principal plus interest) and
make claims accordingly.

When uploading on the online portal,
enter only the outstanding principal
amount; interest should not be included.

WWwWw.nagpuricai.org @
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Step

1 Issuance of Notice

2 Submission of
Buyer’s Response

3 Preliminary Scrutiny

4 Ex-Parte Proceedings

5 Conciliation Process

6 Arbitration
Proceedings

7 Issuance of
Arbitration Award

8 Compromise or
Settlement
9 Execution of Award

10 Challenge to the
Award

Procedure

If the reference is in order, MSEFC issues notice to the buyer
(non-applicant) under Section 18.

Buyer must respond with detailed reply within 15 days
(extendable by 15 days with cause).

Chairman examines the reference and reply; if a prima facie
case exists, it's placed before the Council.

If the buyer does not respond or is untraceable, proceedings
continue ex-parte and award is passed.

Conciliation is initiated by the Council or its appointed
agency under Arbitration & Conciliation Act.

If conciliation fails, arbitration proceedings are conducted by
the Council or its appointed agency.

Arbitration award is passed by majority; parties may appear
in person or through counsel.

If compromise occurs, withdrawal application can be filed at
any stage.

If the buyer fails to pay the award, the supplier can apply to
civil court for execution (attachment of buyer’s property).

Buyer can challenge the award only after depositing 75% of
the award amount; supplier can claim this from court.

SOy
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GENERAL PROCEDURE FOLLOWED BY MSEFC UNDER THE MSMED ACT, 2006

INVITATION FOR ARTICLES FOR NEWSLETTER

"The pen is mightier than the sword"

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

by Glancey Jonathan

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. Illustrations 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.

WWwWw.nagpuricai.org @
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Financing of MSMES Through Banks

CA. Rohit Fatehpuria

Micro, Small and Medium Enterprises (MSMEs)
are the vibrant heartbeat of India's econ-
omy—contributing around 30% of GDP, nearly
45% of exports, and employing over 120 million
people across approximately 63 million units. Yet
they face a massive credit gap of about
$240 billion, and despite accounting for 60% of
the workforce, they only receive 16% of formal
bank credit. To bridge this gap, India has rolled
out targeted financing and incentive schemes:
the Pradhan Mantri MUDRA Yojana extends
collateral-free loans to micro entrepreneurs;
CGTMSE offers credit guarantees up to X10 crore
to reduce lender risk; and programmes like
Stand-Up India and state-level initiatives such as
CMEGP provide subsidized, interest-free, or
term-flexible loans to underrepresented groups.
These efforts are vital—not only to fuel job
creation and economic inclusion, but also to
supportinnovation, enhance export competitive-
ness, and steer India toward its USD 5-trillion
economy ambition.

1. Definition of MSMEs (Latest as of April 1,
2025)

Under the MSMED Act (2006), India redefined
MSME classifications effective April 1, 2025, via

[ R e — T

Gazette Notification SO 1364(E) dated March 21,
2025. The composite criteria (based on
investment in plant & machinery/equipment
plus annual turnover) are now:

Investment Annual Turnover

Enterprise Type

<X2.5 crore <X10 crore
< X25 crore < X100 crore
< X125 crore < X500 crore

These higher thresholds are roughly 2.5x
(investment) and 2x (turnover) of the previous, 2020
limits. This expansion brings many growing
businesses into the MSME umbrella, facilitating
easier access to credit, subsidies, and other benefits.

2. Key Finance Schemes & Credit Facilities for
MSMEs

>

. Credit Guarantee Fund Trust (CGTMSE)

Overview: A flagship scheme launched in 2000 by
the Ministry of MSME and SIDBI to enable
collateral-free credit up to X 10 crore. This scheme
has been instrumental to businesses who could
not grow because of the lack of collateral.

Benefits:
o Removescollateral requirement.

o Banksgetrisk cover, incentivizing lending.

WWwWw.nagpuricai.org @
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o Simplified online application; faster | - Financingcovers 85% of project cost; repayable up
turnarounds. to 7 years, with handholding support via Connect
0 As of Dec 2024: CGTMSE covered 5.2 lakh Centres.
crore across 1 crore+ guarantees, with digital - Again, norequirement of the collateral and aims at
Al tools lowering approval time by ~30%. the promoter specific growth.

Add-on: CGTMSE also handles restructuring

(HeD el (I, E. Alternative Investment Funds (AlFs)

This scheme may also be combined with the

collateral offerings under the hybrid model. LA L RS HREEE, (Al I LY

Category | AIFs—offer equity/debt capital to early-
Recently, the government has also reduced the stage, high-growth MSMEs and startups.
Guarantee Fees significantly to promote the

MSMEs to avail the scheme. AlFs pool private money and can co-invest in bank-

financed enterprises, giving MSMEs a hybrid of
debt +equity support.

B. MCGS-MSME (Mutual Credit Guarantee Scheme)

Launched Jan 2025; offers 60% guarantee on loans § F.Credit Linked Capital Subsidy Scheme (CLCSS)

Vg M0 e ier 2 &l e o s Offers 15% capital subsidy (max X1 crore) for

Loan terms: up to X50 cr - 8 years repayment + MSMEs upgrading technology through bankloans.

2 yrs moratorium; larger loans flexible repayment. . .
y g pay Targets modernizing equipment/processes,

Noinitial guarantee fee first year; 1.5% annually for amplifying productivity.
3years,then 1% p.a.

G. Stand-Up India+ CGTMSE + MUDRA + Others

C.MUDRA Loans These schemes are administered by banks under a

The Pradhan Mantri MUDRA Yojana provides unified MSME vertical (common in public sector
credituptoX20lakhinthree layers: banks).

o  Shishu (uptoX50k),

o Kishore (X50k—35 lakh), 3. Proceduresto Avail MSME Bank Finance

o  Tarun(X5-X10lakh). Step 1: Udyam Registration

o  TarunPlus (X10-X20 lakh). - Mandatory for scheme benefits.
These are collateral-free, ideal for micro-enterprises - Online form with Aadhaar + PAN, auto-issued URN
and self-employed individuals. Administered through certificate.

ks, NBF MEFIs.
ISP O LA As of July 2024, over 4.77 crore MSMEs registered.

D. -Up Indi h
SENL A DR s Step 2: Select Scheme & Bank

Targets SC/ST and t .
BB SIE ) G O e T ST PSS Choose based on business scale, profile, and

Provides composite loans (term + working capital) eligibility (e.g., SC/ST/women for Stand-Up India).
between X10 lakh and X1 crore per bank branch.

WWwWw.nagpuricai.org @
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4. Benefits for MSMEs

Evaluate bank's MSME vertical expertise, digital
tools, fees, interest, disbursement timeline,
accepted ratios of the Lender and match them with
the achievable figures of the business. Often, the
Banks would also deviate from the set guidelines
and policies for good proposals or if they feel that a
business needs to be specially treated for its
finance facilities.

Step 3: Loan Application

Submit business plan, financials, URN,
identity/address proofs.

Apply through bank's MSME desk/portal.

Step 4: Credit Assessment & Scheme Application
Bank performs credit appraisal.

For CGTMSE, bank applies online for guarantee
coverage.

For CLCSS, Stand-Up India, etc., applicable
subsidy/guarantee modules.

Step 5: Approval & Disbursement
Banks leverage scheme benefits to approve.

Disbursement structured as term loan + working
capital or overdraftlines.

Step 6: Repayment & Support

Standard EMI/OD terms: e.g., Stand-Up India
allows up to 7-year repayment. In various schemes
such as Agri Infra Fund, the tenure can be increased
upto 15 years as well and in case of projects
requiring bigger outlays and capex periods, the
Bank may extend the tenures on case to case basis.

Banks offer mentoring and handholding (e.g.,
Connect Centres).

....L'z,-—_.—.-_!“....

Collateral-free access: CGTMSE, MUDRA, Stand-
Up India.

Credit guarantee cover: Reduces bankrisk.
Subsidies: E.g., CLCSS 15% equipment subsidy.

Targeted access: Customized schemes (women,
SC/ST, NE India).

Boosted financial inclusion: Over X15.6 lakh crore
lent via Udyam platform, 34% increase post-
registration.

Faster processing: Digital tools and Al help quicken
loan approvals.

Capacity building: Many banks offer consultancy,
skill development, branding, ISO/ZED subsidies.

Lower Pricing: Generally, the Banks would offer a
lower Interest Rate and Pricing to the MSMEs. The
banks would often also bargain on the card rates on
case to case basis. The MSME may also bargain on
other charges like Cash Handling, Account
Maintenance Charges, Visit Fees, etc.

. Factors to Consider When Choosing a Bank &

Product

. Eligibility fit — e.g., Udyam status, SC/ST/company

type, stage of business. The MSME must make sure
that it fits in the product through which they are
applying for the credit facilities and also evaluate
allthe options available to them.

. Borrowing amount & tenor — match with scheme

ranges (e.g., CGTMSE capX 10 crore).

. Collateral needs — CGTMSE/MUDRA/Stand-Up

India avoid collateral. Certain sectors like Agri
sector also extends lower collateral requirements
and the Banks would often bargain on collateral
requirementsin good cases.

. Interest rate & fees —Compare MCLR-based, RLLR

and base rate, processing fee, CGTMSE corpus fee,
post and pre sanction sanction charges and the
chargesfor non compliances as well.

WWwWw.nagpuricai.org @
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5. Coverage/support — Digital/Al processing,
mentoring centres, sanction timelines.

6. Subsidy routing — CLCSS subsidy directly credited,
follow through bank. Certain banks are not
empanelled for all the subsidies and thus its
becomes essential to check the eligibility of the
lender as well if the MSME intends to apply for
subsidies.

7. Post-loan services — Assistance in certification,
exports, MSME grievance platforms, services at
the branch levels and the Turnaround Times for
various tasks.

8. Bank's priority sector performance — Banks with
strong MSME focus may offer smoother
experiences and better products/ deals.

6.Scheme Deep-Dives
CGTMSE
Product: Loan only; covers term + working capital.

Eligibility: Udyam-registered micro & small (and
now medium up to X5 crore).

Process: Bank applies online, usually approved in
~48 hours.

Benefits: Collateral-free loans up to X5 crore;
50-85% guarantee, cheaper bank credit, fast
access.

MUDRA
Product: Micro loans X10k—%20 lakh.

Eligibility: Micro-enterprises/self-employed
(Udyam optional).

Process: Via partner banks/NBFCs, with
standardized simplified credit.

Benefits: No collateral, minimal documentation,
flexible amounts.

Stand-Up India

WWwWw.nagpuricai.org @
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Product: X10 lakh—X1 crore per branch for
SC/ST/women.

Eligibility: Udyam-registered SC/ST or women
entrepreneur.

Process: Bank/portal application - credit
appraisal - sanction.

Benefits: Composite loans, 75% project cost, soft
tenor, support centers.

CLCSS

Product: 15% capex subsidy (max X1 crore) for
modernization.

Eligibility: Udyam-registered MSMEs.

Process: Apply with capex plan and bank loan;
subsidy through nodal bank.

Benefits: Reduced effective cost of tech
investment.

AlFs

Product: Equity/debt investment alongside bank
financing.

Benefits: Ideal for high-growth MSMEs; brings
mentorship and capital leverage.

.Howto Choose Bank & Product: Key Factors

. Type of Need:
Working capital = credit or cash-credit facilities;
Capex - termloans;

Advances against bills - TReDS.

. Guarantee Availability:
Micro/small > CGTMSE;
Equipment-heavy medium -> MCGS-MSME.
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. Eligibility/Coverage:

Ensure valid Udyam ID; no defaults; meets capex
proportion or demographiccriteria.

. Tenure/Repayment Terms:

Longer moratorium helpful for capex-heavy
investment.

. Interest & Fees:

Consider margins, guarantee/subsidy rates,
processing charges, post disbursement charges,
etc.

. Bank Support & Track Record:

MSME-focused banks, digitized platforms (e.g.,
psbloanin59minutes.com) offer smoother, faster
service

. Compliance Ease:

Fewer documents/processes under well-digitized
schemes.

.Procedures in Detail & Flow Diagram

Udyam Registration (online)
Choose scheme(s)
Submit proposal to bank

o Include projected business plan, URN,
promoter details and projections.

. Bank appraises and channels through scheme

portals = sanction

. Disbursement: as term loan, OD, working capital,

or composite

Repayment: EMIs and/or revolving credit; follow
bank's repayment cycle

. Support services: Connect Centres, mentoring,

scheme-specifichandholding

8. Compliance: Keep records, file periodicreturns (for
CGTMSE claims/subsidy audits)

9. Real-world Impact & Government Backing

MSMEs account for ~63 million units and 45% of
total exports.

In FY 2022-23, CGTMSE guaranteed ~X1 lakh
crore.

Union Budget 2025-26 announced doubling
CGTMSE coverage among exporters, startups, and
increasing credit guarantee caps.

10. Summary & Recommendations
Get Udyam registered —essential for schemes.

Match your financing needs (capex/work-capital)
totherightscheme.

Choose bank with strong MSME vertical & digital
tools.

Check requirements: collateral, documentation,
fees, turnover thresholds.

Combine schemes (e.g. term loan + CLCSS subsidy
+ CGTMSE guarantee).

Use additional support (AlFs, mentoring, scheme
handholding).

Track outcomes: monitor margins, ROI, digital
efficiency, and repayment behaviour.

Final Word

With the updated MSME definition (post-April 2025),
a broader spectrum of enterprises now qualify for
major schemes. By aligning the right combination of
Udyam registration + CGTMSE + MUDRA + Stand-Up
India + CLCSS + AIF, MSMEs and medium-sized
businesses can secure cost-effective, high-impact
financing. Banks act as facilitators—so choosing the
right banking partner, thoroughly planning your
financing, and leveraging scheme synergies are
essential for sustainable growth.
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Section 43B of the Income Tax Act, 1961 Ensuring Timely Payments for Deductions

CA. Dilip Lohia
Whatis Section43B? the standard accrual-based accounting in
. respect of certain statutory and contractual
Section 43B of the Income Tax Act, 1961 . p . v
. liabilities.
mandates that certain expenses are
deductible only in the year in which the - It'sa"Pay First, Claim Later" rule to promote
paymentis actually made. financial discipline and transparency.

This provision is mandatory, and overrides

Eligible Deductions Under Section 43B

Category Explanation
Taxes & Duties GST, customs duty, cess, etc., deductible only
when paid. Includes interest on delayed tax
payments.
Employer’s Contributions Contributions to PF, gratuity, superannuation
funds—deductible if deposited within the due
date. .
Bonus & Commission Deductible only if paid before ITR filing
deadline. (Note: Dividends not covered.)
Interest on Loans Interest on borrowings from public financial
institutions, state financial corporations, and
scheduled banks is deductible only on actual
payment; conversion to loan is not considered

payment.

Leave Encashment Deductible only on actual payment to
employees.

Payments to Indian Railways Amounts due to Indian Railways are deductible
upon payment only.

MSME Dues Payments to micro/small enterprises must

comply with MSMED timelines—15 days (no
agreement) or within 45 days (if agreed in
writing) to be eligible for deduction

WWwWw.nagpuricai.org @
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Example to lllustrate Section43B
Suppose asmall business classified asan MSME supplies goods to a large company.
Scenario 1: No Written Agreement

If there is no written agreement between the MSME and the large company, the large company must
pay the MSME within 15 days of receiving the goods or invoice.

Scenario 2: Written Agreement Exists

If there is a written agreement between the MSME and the large company, specifying that payment
will be made within 45 days, then the large company must make the payment within 45 days as per the
agreement.

Late payment =No deduction under section43B

Why it matters?

4 !
Ensures timely payment of statutory dues

LN A

4 !
Prevents tax deduction disallowance

LN A

i ™
Promotes financial discipline in businesses

LN A

i ™
Enhances transparency in accounting

LN A

4 !
Aligns tax benefits with actual cash outflows

LN A

4 !
Encourages compliance with legal obligations

LN A

' N\
Protects employee and creditor rights through prompt payments

LN A

i ™
Mitigates risk of penalties and litigation

LN A
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[/
C&( MONTHLY E-NEWSLETTER MAY 2025 {4

INDIA

™

Professional Enrichment

How GST Is Reshaping India’s MSME Landscape

Introduction

Since its implementation in July 2017, the Goods
and Services Tax (GST) has fundamentally altered
the business environment for India’s Micro,
Small, and Medium Enterprises (MSMEs). This
comprehensive reform has brought uniformity,
simplified taxation, and improved transpar-
ency—yet it has also introduced operational and
compliance challenges that MSMEs continue to
navigate.

1. GSTand MSMEs: A Unified TaxEra

GST consolidated various central and state
taxes—such as VAT, excise duty, service
tax—into a single system. This unified
structure eliminated the complexities of
multiple tax regimes and enabled businesses,
including MSMEs, to operate seamlessly
across India through centralized registration
andreturnfiling.

2. Major Benefits of GST for MSMEs
A. Elimination of Cascading Effect

GST allows seamless flow of input tax
credit across the supply chain, significantly
reducing tax costs for MSMEs and improv-
ing their pricing competitiveness.

B. Interstate Business Expansion

Under GST, businesses no longer require
multiple state registrations for interstate
trade, allowing MSMEs to scale their
operations nationwide with reduced
compliance overhead.

C.

Increased Formalization

With GST registration becoming a
prerequisite for many business transac-
tions, MSMEs are increasingly entering
the formal economy, gaining access to
institutional finance and government
schemes.

Digital Tax System

Online registration, return filing, and
invoice tracking have minimized human
interface, increasing transparency and
reducing corruption.

3. Challenges Faced by MSMEs under GST
A. Compliance Burden

Small businesses often struggle with
frequent filing deadlines, complex return
structures (GSTR-1, GSTR-3B, GSTR-9),
and ITC reconciliations with GSTR-2A/2B,
especially without adequate technical or
accounting support.

Cash Flow Disruptions

Delayed filing by suppliers affects the
availability of ITC, leading to increased
working capital requirements. Interest and
penalties on late payments further strain
resources.

Limited Digital Literacy

Many MSMEs, particularly in non-urban
areas, lack the infrastructure or expertise
to manage online filings, e-invoicing, and
reconciliation efficiently.
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4. GST and Credit Facilitation 6. Government Supportand Reforms

GST filings serve as a credible data source for
banks and NBFCs to evaluate turnover, consis-
tency, and tax compliance. This has enabled: -
Faster loan approvals - Less dependence on
collateral - More accurate risk-based lending

Thus, GST acts as a formal record of business
operations, helping MSMEs access timely
credit.

. E-Invoicing and Future Compliance Trends
E-invoicing has been progressively imple-
mented for businesses based on turnover
thresholds: -X500 Cr+(2020),X100 Cr+(2021),
%50 Cr+ (2021), 10 Cr+ (2022), and X5 Cr+
(2023)

MSMEs below X5 crore turnover are currently
exempt, but may be included in the future.
Automation and timely adaptation to such
changes are essential for long-term compli-
ancereadiness.

....L'z,-—_.—.-_!“....

To ease the transition and promote growth,
the government has introduced: - Composi-
tion Scheme: For turnover up to X1.5 crore,
with lower tax rates and reduced compliance. -
QRMP Scheme: Quarterly returns with
monthly payments for small taxpayers. - Credit
guarantee and interest subvention schemes:
Toimprove MSME liquidity.

These initiatives aim to balance compliance
requirements with operational ease.

Conclusion

GST is both a compliance mandate and a
strategic opportunity for MSMEs. While initial
transitions posed difficulties, it has laid the
groundwork for transparent operations,
formal credit access, and national scalability.
For MSMEs ready to adapt, GST is not just a
tax—it's a gateway to growth, efficiency, and
long-term sustainability.

|
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Case Laws - From Judges Pen

Contributed by CA. Preetam Batra

raised two separate demands: (i)
reversal of ineligible ITC, and (i)
recovery for utilisation of the same
ITC, amounting to a double demand.
Derision: The Court obsened prima
Facie duplication in the demands
related to TC reversal and
utilisation, as both pertain to the
saime transaction. it held that the
assessee should approach the
Appellate Authority ufs 74 of the
CGST Act, 2017,

Date Subject Ciita Facts/ Key Takeaways
Ne.fCitation Decision
30-05- | ITC Cannot Be Denied Facts: R.T. Infotech purchased ITC Cannot Be
2025 to Purchaser for maohile recharge services from Bharti Denied to
Suppliers Non- Alrtel through 7 tax Invoices totalling Purchaser far
Payment of Tax When Bs. 1.58 crore and daimed ITC of Rs. Suppliers Mon-
Imeoices and Bank 28.52 lakh, paying GST via RTGS. The Payment of Tax
Fayments Are Culy department denizd ITC because the | When Invoices and
Made- R.T, Infotech v, supplier (Alrtel) had not deposited Bank Payments Arg
Additional the tax with the government, Duly Made
Commissioner Grade 2 | WRIT TAX | despite the purchaser having valid
Mo, 1330 of | invoices and proof of payment.
2022 Decision: The court held that the
purchaser, having paid ta and acted
diligently, cannot be penalized for
the suppliers tailure to deposit tax. |t
ruled that the assessing authority
must initiate action against the
defaulting supplier, not deny benefit
ko the compliant purchaser. The
orders were guashed.
30-05= | Duplicate G5T Demand | W.P.{C} No. | Facts: The petitioner runs a Duplicate GST
2025 on ITC: Assessee BOXE of sweetmeat shop and a restaurant; Demand on ITC:
Directed to Approach | 2025 CM an S5CN was Issued alleging that Assessee Directed
Appellate Authority- APPL. Mo, restaurants are nat elighle to daim | to Approach
Lala Shivrath Rail 315217 of ITC as they are taved at 5% 65T, The | Appellsts
Surmerchand 2025 petitioner contended that the Authority
Confectloner (P.) Ltd, sweetmeat shop, which attracts
v, Additional higher G5T, i5 eligible to clalm ITC,
Commissloner, CGST and therefore, the SCN was
Delhi-West erroneous. The impugned order
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Contributed by CA. Preetam Batra

law.Dacizsion: The Court sek aside the
impugned Orders-in-Appeal, noting
they wens inconsistent with
uncontested prior rulings and the
clarifying circuwlar. The Court directed
the Appellate Authority to
reconsider the refund claimes in light
of the new circular and prior
favorable decisions. The matter was
remanded with a 4-month deadiing
for fresh adjudication, ensuring a
personal hearing for the assesses,

Date Subject Case Facts/ Key Takeaways
_ Mo.fCltation Decision
30-05 | AAARs remarks on [TC | DLB. Civil Facts: The petitioner sought an AAARs remarks on
2025 beyand appez! scope Wit Petition | advance ruling on whether the ITC bevond appeal
held unsustainable: Mo. 12624 of | purchase price of 2 refurbished scope held
only valuation rulling 2022 cld/wsed car can exelude the unsustainable; ondy
upheld- Tej Jain v, amount paid 1o the owner and valuation ruling
Chief Commizsioner of refurbishroent costs for margin upheld
CEsT calculation under Motification No,
8/2018-Central Tax (Rate]. The AAR
rejected this claim, and the AAAR
wpheld the rubng but also discussed
ITC, which was not part of the
appeal. Declslon: The Court held
that the AALR had exceeded its
Jurksdiction by commenting on ITC,
wihich was not under challenge. The
main rufing on valuation was upheld
as it was not contested. The
chservations on ITC in para 6.8 of
the AAAR order wara expunged, and
the werit petition was partly allowed
in favour of the assessee,
#9-05 | G5T Refund Denial 5et | DLB. Civil Facts: Amazon Data Services Indla G5T Refund Denial
2025 fside; Data Hosting Wirit Patition | Pyt Litd. provided data hosting Set Aside; Data
Services to Foreign Mo. 12624 of | services to its forelgn affiiates and Hasting Services to
Affiliates Held as 2022 sought G5T refund, treating them as | Forelgn Affiliates
Export of Services- export of services. The Appellate Held as Export of
Amazon Data Services Authority rejectad the retund claims | Services
India {P.] Ltd. v. for various periods, holding that the
Aszistant sefyices were not exports but
Commissioner of OGST intermeadiary services under the G5T
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Contributed by CA. Preetam Batra

was not visibke in the usual portal
section. An ex-parte order was
passed without giving the assessee
an opportunity for a parsonal
hearing. Decision: The Court, hrebd
that the notice was wrongly
uploaded, causing a denial of natural
Justice by not providing a proper
hearing opportunity. The ex-parts
order was set aside due to the
procedural lapse in notice and
hearing. The matber was remanded
for fresh adjudication with a
direction to issue a fresh notice,
allowes the assessee to reply, and

Date Subject Case Facts/ Key Takeaways
_ Mo.fCltation Decision
F9-05 | G5T Refund Denial 5et | DLB. Civil Facts: Amazon Data Services India G5T Refund Denial
2025 Aside; Data Hosting Wit Petition | Pvt. Lid. provided data hosting Set Aside; Data
Services to Foreign Mo, 12634 of | services to its foreign affiliates and Hosting Services to
Affiliates Held as 22 sought G5T refund, treating them as | Foreign Affiliates
Export of Services- export of services. The Appellate Held as Export of
Amazon Data Services Authority rejected the retund claims | Services
India {P.] Ltd. v. for various periods, holding that the
Assistant services were not exports but
Commissioner of OGST intermediary services under the G5T
oy Dacizion: The Court =at azide the
impugned Orders-in-Appeal, noting
Ehey wans inconsistent with
uncontested prior rulings and the
clarifying circular. The Court directed
the Appellate Authority to
reconsider the refund claims in light
of the new circular and prior
favorable decisions. The matter was
remanded with a 4-menth deadiine
for fresh adjudication, ensuring a
......... | R | [ personal hearing for theassessee. | |
28-05- | Improper notice WRIT TAX Facts: The SCN under GST Section 73 | Improper notice
2025 upload on G5T portal Mo. 1858 of | was issued but uploaded in the upload on GST
denies natural justice; | 2024 wrong section (Additional Notices portal denies
fresh hearing and and Orders) on the G5T portal, 5o natural justice;
adjudication directed- the assessee did not see it. The fresh hearing and
Sajlan Kurmar v, State assessee could not respond or adjudication
af LLP. appear for a hearing as the notice directed
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Contributed by CA. Preetam Batra

Date

Subject

Case
Mo.fCltation

Facts)
Decision

provide a proper hearing before
passing a reasoned order.

‘ Key Takeaways

28-05-
2025

Excess Stock Cases to
Be Dealt Under
Sections 7374, Not
Section 130 of G5T
Art-

Raj Steel v. State of
LL.P.

WRIT TAX
Mo. 44 of
025

Facts: Raj Steed fiked a writ patition
against orders passed u)fs 130 of the
GST Act, which imposed confiscation
and penalty based on excess stock
found during inspection. The
petitioner argued that such excess
stock cases should be dealt with ufs
73 or 74 [for tax demand and
recovery}, not ufs 130, which deals
with tax evasion and confiscation.
Decision: The Court held that the
mere presence of excess stock does
not justify confiscation u/s 130 and
that appropriate proceedings should
be ufs 73 or 74 Basad on the
precedent in the Dinesh Kumar case,
the Court guashed both the
impugned orders passed u/fs 130.

Excess Stock Cases
to Be Dealt Under
Sections 73/74,
Not Sectlon 130 aof
55T Act

08-05-
2025

| Scrutiny w/fs 61 cannat

be used to challenge
transaction valua
based on market
price.- 5ri Ram Stone
Works v, State of
Jharkhand

W.P, (T) Nos.
5425 OF

2025

Facts: The petitioners, who are
registered taxpayers urder the
tharkhand GST Act, were engaged in
the sale of stone boulders and stone
chips at prices allegedly lower than
the prevailing market rate, The tax
authorities issued notices u/s 61,
recjuiring the petitioners to explain
why proceedings under Sactions
73,74 for recovery of tax shouwld not
be initiated. Decision: The Court
held that Section 61 is intended
salely to identify inconsistencies ar
errors within the returns filed by the
taxpayer, and nat for assessing the
correctness of sale prices based on
market value, The act of selling
poods below market price doet not
constitute adiscrepancy ufs 61 and
therefore camnot justify issuing such
notices., As a result, the HC ruled
that the notices were without legal
authority and set them aside.

| Scrutiny u's 61

cannot be used to
challenge
transaction value
based on market
price

WWwWw.nagpuricai.org @

"



o,
g;@
‘( MONTHLY E-NEWSLETTER MAY 2025 H S5 B
(N

INDIA oty

Recent ICAI Publications & Regulatory Developments

Contributed by CA. Rishi Loya

RECENT ICAI PUBLICATIONS

No. | Ical | Publication & Subject Matter ' Link
Committee | [
1 Committee | Online Dispute Resolution (ODR): An International | hiti) et
Lgin:rnmercla! Perspective dn.icai.org/86136
clnpo-aps82
Laws, _ Miay 2025 Editian ODR
Economic -i-lzl;;;;li!';imﬂl-
Advisory & | This publication begins by exploring the evolution, ERSSETrE
MPO principles, and global context of ODR, before |
Cooperative | transitioning into its practical applications. it offers |
readers valuable insghts into the processes,
opportunities, and challenges associated with ODR,
while also shedding light on international best practices |
from India, Europe, and South Korea. More than just a |
theoretical analysis, this book equips professionals with |
relevant case studies, regulatory developments, and |
frameworks that are essential for navigating the dynamic |
fleld of ODR. It also emphasizes the growing importance :
of ethical and competent ODR professionals in shaping '
the future of digital justice systems. '
RECENT REGULATORY DEVELOPMENTS
1 [ Central | The Central Board of Direct Taxes (CBDT), in exsreise of its .hm_f!_ /fincometax

Board of | powers under Section 119 of the Income-tax Act, 1951 ( ‘the |
Dirgct Tawds | Act”), axtends the due date of furnighing of Retum of Incoime |
(CBODT) under sub-section {1} of section 139 of the Act for the
Assessment Year 2025-25 In the case of assessees referred in | 2095,
clause {c) of Explanaton 2 to sub-secton | 1) of secton 139.0f | Rt
the Act, which is 31% fuly, 2025 to 15th Septamber, 2025, ‘

IHDIE EO, m.."cn;lrn
munications/circu
larfcircular-6-
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Upcoming Due Dates

Date Type Description Period
30-06-2025 Income Tax TDSPay- 194-1A, 194-1B, 194M, 194S May, 25
30-06-2025 Income Tax Return for Securities transaction tax FY 24-25
30-06-2025 Income Tax Non-deduction of tax at source by a banking Jan - Mar, 25

company
30-06-2025 Income Tax Form No. 64C FY 24-25
30-06-2025 Income Tax Section 35AC(4)/(5) -
30-06-2025 Income Tax Form No. 64B FY 24-25
30-06-2025 Income Tax Equalisation Levy statement FY 24-25
30-06-2025 MCA DPT-3 FY 24-25
30-06-2025 DGFT Yearly IEC Update FY 25-26
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Seminar on Intricaciea of Joint Development Agreements Study Circle Meet on Professional Insights into Insurance-
06th May 2025 Backed Financial Planning
07th May 2025

Study Circle Meet on From Confusion to Clarify- Swimming Competition
Navigating Cross Charge and ISD under 11th May 2025
GST Post-April-2025

Workshop on TDS & TDS
12th May 2025
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Seminar on Intricacies under RCM and Recent updates Study Cicle Meet on Information Technology
14th May 2025 15th May 2025

o TETERT PP g g s 3 RAI

One Day Training Program for Peer Reviewers Seminar on Corporate Insolvency Resolution Process &
20th May 2025 opportunities thereon
21st May 2025

ISA Course
21st May 2025
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