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AUDIT
IND AS 34 –INTERIM FINANCIAL REPORTING
Contributed by Chandra Shekar & Vetted by CA Sandeep Das

I.

Objective:
The objective of this standard is to prescribe
• the minimum content of an interim financial report and
• the principles for recognition and measurement in complete or condensed financial statements
for an interim period
Timely and reliable interim financial reporting improves the ability of investors, creditors, and others
to understand an entity’s capacity to generate earnings and cash flows and its financial condition and
liquidity.

II. Scope:
• This Standard applies if an entity is required or elects to publish an interim financial report in
accordance with Indian Accounting Standards
• An entity may not have provided interim financial reports during a particular financial year or
may have provided interim financial reports that do not comply with this Standard does not
prevent the entity’s annual financial statements from conforming to Ind ASs if they otherwise do
so.
• If an entity’s interim financial report is described as complying with Ind ASs, it must comply with
all the requirements of this Standard
III. Definitions:
Interim period: is a financial reporting period shorter than a full financial year.
Interim financial report: means a financial report containing either a condensed set of financial
statements or complete set of financial statements(Ind AS 1) for an interim period.
IV. Content of Interim Financial Report:
This Standard defines the minimum content of an interim financial report as including condensed
financial statements and selected explanatory notes. The interim financial report is intended to
provide an update on the latest complete set of annual financial statements
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Minimum components of an interim financial report
a condensed balance sheet

a condensed statement of profit and loss

a condensed statement of changes in equity

a condensed statement of cash flow statement

selected explanatory notes

1.Form and content of interim financial statements

If an entity presents
in its interim
financial report

Complete set of
financial statements

Ind AS 1
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Condensed set of
financial statements

each of the
headings and
subtotals that were
incluced in its most
recent annual
financial statements

the selected
explanatory notes as
required by this
standard

Additional line items
or notes shall be
included if their
omission would
make the condensed
financial statments
misleading
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2. Significant Events and Transactions
An entity shall include in its interim financial report an explanation of events and transactions that
are significant to an understanding of the changes in financial position and performance of the entity
since the end of the last annual reporting period.

Interim Financial
Report

Events and
Transactions

That are significant

To an understanding
of the changes in
financial position and
performance

Since the end of the
last annual reporting
period

The following is a list of events and transactions for which disclosures would be required if they are
significant: the list is not exhaustive.
(a)
(b)

the write-down of inventories to net realisable value and the reversal of such a write-down
recognition of a loss from the impairment of financial assets, property, plant and equipment,
intangible assets, or other assets, and the reversal of such an impairment loss;
(c) the reversal of any provisions for the costs of restructuring;
(d) acquisitions and disposals of items of property, plant and equipment;
(e) commitments for the purchase of property, plant and equipment;
(f)
litigation settlements;
(g) corrections of prior period errors
(h) changes in the business or economic circumstances that affect the fair value of the entity’s financial
assets and financial liabilities, whether those assets or liabilities are recognised at fair value or a
mortised cost;
(i) any loan default or breach of a loan agreement that has not been remedied on or before the end of
the reporting period; and
(j)
related party transactions.;
(k)
transfers between levels of the fair value hierarchy used in measuring the fair value of financial
instruments;
(l) changes in the classification of financial assets as a result of a change in the purpose or use of those
assets; and
(m) changes in contingent liabilities or contingent assets
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Periods for which interim financial statements are required to be presented
(a) balance sheet as of the end of the current interim period and a comparative balance sheet as of
the end of the immediately preceding financial year.
(b) statements of profit and loss for the current interim period and cumulatively for the current
financial year to date, with comparative statements of profit and loss for the comparable interim
periods (current and year-to-date) of the immediately preceding financial year.
(c) statement of changes in equity cumulatively for the current financial year to date, with a
comparative statement for the comparable year-to-date period of the immediately preceding
financial year.
(d) statement of cash flows cumulatively for the current financial year to date, with a comparative
statement for the comparable year-to-date period of the immediately preceding financial year.
For an entity whose business is highly seasonal, financial information for the twelve months up to
the end of the interim period and comparative information for the prior twelve-month period may
be useful. Accordingly, entities whose business is highly seasonal are encouraged to consider
reporting such information in addition to the information called

4.

Materiality
In deciding how to recognise, measure, classify, or disclose an item for interim financial reporting
purposes, materiality shall be assessed in relation to the interim period financial data. In making
assessments of materiality, it shall be recognised that interim measurements may rely on estimates
than measurements of annual financial data.
While judgement is always required in assessing materiality, this Standard bases the recognition
and disclosure decision on data for the interim period by itself for reasons of understandability of
the interim figures.

5.

Disclosure in annual financial statements
If an estimate of an amount reported in an interim period is changed significantly during the final
interim period of the financial year but a separate financial report is not published for that final
interim period, the nature and amount of that change in estimate shall be disclosed in a note to the
annual financial statements for that financial year.

6.

Disclosure of compliance with Ind AS
If an entity’s interim financial report is in compliance with this Standard, that fact shall be disclosed.
An interim financial report shall not be described as complying with Ind ASs unless it complies with
all the requirements of Ind AS
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V. Recognition and Measurement:
1

Same Accounting Policies

•

An entity shall apply the same accounting policies in its interim
financial statements as are applied in its annual financial
statements, except for accounting policy changes made after
the date of the most recent annual financial statements that
are to be reflected in the next annual financial statements.

•

However, the frequency of an entity’s reporting (annual, halfyearly, or quarterly) shall not affect the measurement of its
annual results.

•

To achieve that objective, measurements for interim reporting
purposes shall be made on a year-to-date basis.

2 R e v e n u e s r e c e i v e d Revenues that are received seasonally, cyclically, or occasionally
seasonally, cyclically, or within a financial year shall not be anticipated or deferred as of an
occasionally
interim date if anticipation or deferral would not be appropriate at
the end of the entity’s financial year.
3 Costs incurred unevenly Costs that are incurred unevenly within a financial year shall not be
during the financial year
anticipated or deferred as of an interim date if anticipation or
deferral would not be appropriate at the end of the entity’s
financial year.
4 Use of estimates

5 |Pag e

•

The measurement procedures to be followed in an interim
financial report shall be designed to ensure that the resulting
information is reliable and that all material financial
information that is relevant to an understanding of the
financial position or performance of the entity is appropriately
disclosed.

•

While measurements in both annual and interim financial
reports are often based on reasonable estimates, the
preparation of interim financial reports generally will require a
greater use of estimation methods than annual financial
reports.
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VI. Restatement of previously reported interim periods
A change in accounting policy, other than one for which the transition is specified by a new Ind AS, shall be
reflected by:
(a) restating the financial statements of prior interim periods of the current financial year and the
comparable interim periods of any prior financial years that will be restated in the annual financial
statements in accordance with Ind AS 8; or
(b) when it is impracticable to determine the cumulative effect at the beginning of the financial year of
applying a new accounting policy to all prior periods, adjusting the financial statements of prior interim
periods of the current financial year, and comparable interim periods of prior financial years to apply the
new accounting policy prospectively from the earliest date practicable.

This article is contributed by Chandra Shekar, Intern of SBS and Company LLP. The author can be reached
at interns@sbsandco.com
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INDIRECT TAX
APPLICABLE RATE OF TAX ON CLSS UNITS 1
Contributed by Divyasree & Vetted by CA Harsha & CA Manindar K

Background:
Under “Pradhan Mantri Awas Yojana – Housing for All” mission for urban areas isbeing implemented with
effect from 17.06.2015 to provide centralassistance to implementing agencies through States and UT’s
for providing houses to all eligible families / beneficiaries. As a central sector scheme, the existing Credit
Linked Subsidy Scheme (CLSS) component of the mission provides interest subsidy on home loans taken
by eligible urban poor i.e. Economically Weaker Sections(EWS) /Lower Income Group(LIG) for acquisition
/ construction of house.Coming to taxability under Good and Service tax, for the services being provided
to the persons who are eligible for the benefit of CLSS and other weaker section housing schemes are
taxed at a lower rate through press release no. 132 dated 22.01.2018.

This article shall help to understand the following ¬?
The rate of tax applicable for construction services provided to the buyers who are eligible for
subsidy under CLS scheme
?
The rate of tax applicable for services provided to Central/State government for houses
constructed or acquired under other weaker section housing schemes introduced by Central and
State Governments
To know the applicable rate of tax, first we need to determine whether the services being provided to the
buyers eligible under CLS schemes and other weaker section housing schemes being provided is a
construction service as detailed in entry 5(b) of Schedule II of the Central Goods and service Tax Act, 2017
or a works contract service as per entry 6(a) of schedule II of the Central Goods and Service Tax Act, 2017.
Accordingly, Schedule II read with section 7 of Central Goods and Services Tax Act, 2017 lists out certain
transactions as supplies to levy GST. The following activities are relevant in the present context.
Entry 5(b) of Schedule II:
The following shall be treated as supply of services, namely: (b) construction of a complex, building, civil structure or a part thereof, including a complex or building
intended for sale to a buyer, wholly or partly, except where the entire consideration has been received
after issuance of completion certificate, where required, by the competent authority or after its first
occupation, whichever is earlier
Entry 6(a) of Schedule II:
The following composite supplies shall be treated as supply of services, namely: (a) Works contract as defined in clause (119) of section 2;
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Works contract as defined under section 2(119):
“works contract” means a contract for building, construction, fabrication, completion, erection,
installation, fitting out, improvement, modification, repair, maintenance, renovation, alteration or
commissioning of any immovable property wherein transfers of property in goods (whether as goods or in
some other form) is involved in the execution of such contract;
1. On perusal of the above two entries, entry 5(b) provides that any construction of residential
complex undertaken by builder for sale to customers by taking advances from them before
completion of construction shall be considered as supply of construction service. On the other
hand, entry 6(a) provides that any service undertaken by a person by way of construction under a
contract along with material supply will be treated as works contract service.
2. Both the entries discussed above deals with construction services. However, the key difference is
that in case of first activity under entry 5(b), in addition to construction, also involves transfer to
customers, the undivided share of ownership in land on which the residential complex is
constructed. While the second activity under entry 6(a) being works contract, service does not
involve transfer of ownership in land as the construction is undertaken on land belonging to the
contractee.
3. Notification 11/2017-CGST (Rate) dated 28.06.2017 and Notification 8/2017-IGST (Rate)
dated28.06.2017 are issued to prescribe the GST rates for various services. These are parallel and
identical notifications issued to prescribe CGST rates and IGST rates respectively. Reference to
any one of them will be sufficient to decide the applicable rate of GST for any given service.
4. Rate of tax for construction service: The entries in Notification 11/2017-CGST(Rate) that are
relevant in the present context are entry 3(i), provides that the rate of GST is 18% in case of
services by way of construction of a complex, building, civil structure or a part thereof, including a
complex or building intended for sale to a buyer, wholly or partly, except where the entire
consideration has been received after issuance of completion certificate, where required, by the
competent authority or after its first occupation, whichever is earlier. This entry also provides
that for the purpose of calculating GST, a1/3rd standard deduction shall be made from the price
of the flats, towards the value of undivided share in land, thereby the effective rate of GST for
construction services undertaken by builders is12%.
5. Rate of tax for works contract service: Similarly, entry no 3(ii) of above specified notification
prescribes the rate of GST at 18% for the composite supply of works contract as defined in clause
119 of section 2 of Central Goods and Services Tax Act, 2017 which is considered as supply of
works contract service as per entry 6(a) of Schedule II of the CGST Act, 2017.
6. The other relevant entries are related to weaker section housing schemes of Central and State
Government. These schemes are as under;
a. Scheme under Jawaharlal Nehru National Urban Renewal Mission or Rajiv Awaas Yojana
b. Pradhan Mantri Awas Yojana ln-situ redevelopment of existing slums using land as are source,
under the Housing for All (Urban) Mission (Urban);
8 |Pag e
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c. Beneficiary led individual house construction / enhancement under the Housing for
All(Urban) Mission/Pradhan Mantri Awas Yojana
d. Economically Weaker Section (EWS) houses constructed under the Affordable Housing
inpartnership by State or Union territory or local authority or urban development authority
under the Housing for All (Urban) Mission/ Pradhan Mantri Awas Yojana (Urban)
e. Low-cost houses up to a carpet area of 60 square metres per house in a housing project
approved by competent authority empowered under the 'Scheme of Affordable Housing in
Partnership' framed by the Ministry of Housing and Urban Poverty Alleviation, Government
of India;
f. Low cost houses up to a carpet area of 60 square metres per house in a housing project
approved by the competent authority underI. The “Affordable Housing in Partnership” component of the Housing for
All(Urban)Mission/Pradhan Mantri Awas Yojana;
II. Any housing scheme of a State Government;
III.Low-cost houses up to a carpet area of 60 square metres per house in an affordable
housing project which has been given infrastructure status vide notification of
Government of India, in Ministry of Finance, Department of Economic Affairs vide F. No.
13/6/2009-INF, dated the 30th March,2017
g. Houses constructed or acquired under the Credit Linked Subsidy Scheme for Economically
Weaker Section (EWS)/ Lower Income Group (LIG)/ Middle Income Group-1 (MlG-1)/Middle
Income Group-2 (MlG-2)” under the Housing for All (Urban) Mission/ PradhanMantri Awas
Yojana (Urban).
7. Rate of tax for services provided for weaker section housing schemes(6th point):On perusal of
these entries relating to weaker section housing schemes, the rate of GST that is applicable is 12%
as per entry 3 (iv) and (V) of Notification No 1/2018-CT(Rate). Normally, the weaker section
housing projects are undertaken by Government by identifying lands and inviting tenders from
contractors for construction. In such case, the services involved will be of works contract services
as defined in section 2(119) and provided under entry6(a) of schedule II.
8. Secondly, on perusal of the list of weaker section housing schemes specified above, all of them
are notified and promoted projects of either Central Government or State Government. The
houses constructed by contractors will be sanctioned to the beneficiaries of the scheme as
decided by the Government. The GST rate of 12% is prescribed with respect to services of the
nature described in section 2(119) i.e. works contract services.
9. The next important aspect to be considered is in case of houses constructed or acquired under
credit linked subsidy scheme, government extends subsidy benefit to lower income group,
middle income group-I and II beneficiaries. The eligible carpet area prescribed for these middleincome group beneficiaries is 120 square meters (1291 square feet) for lower income group and
150square meters (1614 square feet) for middle income group – I and II. Apart from the
restriction in the carpet area, the central government has laid down the restriction as to who can
be called as lower income group1 and middle-income group2.
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S No

Annual Income of Household

Category

1

Upto Rs 3,00,000/-

Economically Weaker Section (EWS)

2

Rs 3,00,000/- to Rs 6,00,000/-

Lower Income Group (LIG)

3

Rs 6,00,001/- to Rs 12,00,000/-

Middle Income Group – I (MIG-I)

4

Rs 12,00,001/- to Rs 18,00,000/-

Middle Income Group – II (MIG-II)

10. With respect to houses/flats acquired by these economically weaker Sections, lower/middleincome groups under the said scheme, it has been clarified by GST Council vide the press release
no. 132 dated 22.01.2018, that the rate of GST applicable is 12% treating the services as works
contract services falling under section 2(119) and covered by entry 3(iv)(db) of Notification
01/2018-CGST(Rate). Further, it is clarified that in such cases where there is any transfer of
ownership in land along with the provision of construction services, 1/3rd deduction is also
applicable towards the cost of undivided share of land in such houses/flats, thus making the
effective rate of GST as 8%.So far the benefit of concessional rate of GST of 12% was only
applicable on houses constructed under the other three components of the Housing for All
(Urban) Mission/Pradhan Mantri AwasYojana (Urban), namely(i) ln-situ redevelopment of existing slums using land as a resource component;
(ii) Affordable Housing in partnership and
(iii) Beneficiary led individual house construction / enhancement.
With the press release no. 132 dated 22.01.2018, the benefit now has been extended to• Houses acquired under CLSS component.
• Houses supplied to existing slum dwellers under the in-situ redevelopment of existing
slums.
• Houses constructed for “Economically Weaker Section (EWS)” under the Affordable
Housing in partnership supporting construction of houses up to 30 sqm carpet area.
• services by way of construction of low cost houses up to a carpet area of 60 sqm in a
housing project which has been given infrastructure status.
11. There-fore the rate of tax applicable for CLSS units involving works contract service is 12% in
case if there is any transfer in the owner ship of land then rate of tax applicable will be 8%. In this
regard, the persons who are entitled under this scheme are required submit the documentary
requirements under the scheme evidencing that they are covered under the said scheme and
eligible for concessional GST rate.

This article is contributed by Divyasree, Intern of SBS and Company LLP. The author can be reached
at interns@sbsandco.com
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DIRECT TAX
PRESUMPTIVE TAXATION U/S 44ADA
Contributed by Sai Murali Krishna & Vetted by CA Madhu Sudhan

Introduction of Presumptive Taxation:
To reduce the burden of small business taxpayers from various tax compliances, Income Tax Act,1961 has
introduced a Simplified Taxation System, widely known as “Presumptive Taxation”.
What is Presumptive Taxation?
?
Under Presumptive Taxation, the Income of the Assessee is computed on presumptive basis i.e.
at prescribed percentage of the Gross Receipts and all the expenditure incurred by the Assessee
related to business are presumed to be claimed.
?
Thus, the Presumed/Estimated Income is taxed at Normal rates.
?
It is especially designed for small business taxpayers to provide relief from maintenance of books
of accounts and from audit under the provisions of income tax act,1961 so that they can file their
Income Tax-Return and pay their taxes hassle free.
Stream of Presumptive Taxation:

?
Well,a bare look at Presumptive Taxation of the Income Tax Act, 1961 gives an impression that it is a
step of Finance Ministry towards simplification of tax structure and compliance applicable to Small
business Taxpayers. Also the Section appears to be lucid in interpretation and application, but it is
not so easy as it appears to be.
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A New Section under Presumptive Taxation as per Income Tax Act, 1961 has been introduced in the
Budget-2016i.e.Section 44ADA (Special provision for computing profits and gains of profession on
presumptive basis), w.e.f Assessment year 2017-18.The main aim of this section is to simplify the tax
compliance of Professionals particularly small professionals so that it facilitates ease and efficiency in
carrying out their professional obligations.
Eligibility under Section 44ADA of Income tax act,1961:
m
An Assessee, being a Resident in India, who is engaged in a Profession referred to in sub-section (1) of
section 44AA of Income Tax Act,1961.
Professions referred to Section 44AA(1) of Income Tax Act,1961 are as follows:
1) Legal
2) Medical
3) Engineering or architectural
4) Accountancy
5) Technical consultancy
6) Interior decoration
7) Any other profession as notified by CBDT.
Till now CBDT had notified the following professions only, are:
?
Film artist
?
Company Secretary(CS)
?
Information Technology
?
Authorized Representative
m
Whose total Gross receipts do not exceed Rs. 50,00,000 in a previous year.
(Gross receipts mean: the receipts received from client which is including of any tax, duty or cess.)
Eg: M/s Krishna & co, rendering services of Financial Consultancy and having Gross receipts of Rs.
49,50,000. Whether eligible to opt under Sec 44ADA. No. Because such Profession is not covered
under Sec 44AA(1).
Computation of Income Under the head PGBP u/s 44ADAof Income tax act,1961:
m
A sum equal to 50% or higher than 50% of the total gross receipts of the assessee in the previous year
on account of such profession, shall be deemed to be the profits and gains of such profession
chargeable to tax under the head “PGBP".
Eg: Naidu Consultancy (proprietorship) had gross receipts of Rs. 40,00,000 and rendering services of
Accounting Consultancy. Income under head PGBP u/s 44ADA will be
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Particulars

Amount in Rs.

Total Gross receipts

40,00,000

Income under head PGBP u/s 44ADA @ 50% (Rs. 40,00,000*50%)

20,00,000

Gross Total Income

20,00,000

Other Provisions related to Section 44ADA of Income tax act,1961:
m
Any deduction allowable under the provisions of sections 30 to 38 shall, for the purposes of section
44ADA(1), be deemed to have been already given full effect to and no further deduction under those
sections shall be allowed.
Eg: Chetan Solutions (proprietorship) had gross receipts of Rs. 20,00,000 and purchased furniture in the
beginning of the year for Rs. 2,00,000/-.Tax liability under presumptive taxation will be:
Particulars

Amount in Rs.

Asset (Furniture)

2,00,000

Gross receipts

20,00,000

Income u/s 44ADA (Presumptive Scheme)

10,00,000

Less: Depreciation @ 10% u/s 32

-

Gross Total Income

10,00,000

Thus, u/s 44ADA(2) of Income Tax Act, 1961 deduction u/s 32 was deemed to be given.
m
The written down value of any asset used for the purposes of profession shall be deemed to have
been calculated as if the assessee had claimed and had been actually allowed the deduction in
respect of the depreciation for each of the relevant assessment years.
Eg: M/s Ram & co, opt for Presumptive taxation, had furniture worth Rs. 2,80,000 bought in FY 2015-16
and sold in FY 2017-18 for Rs. 2,35,000/-.
Written Down Value of furniture for FY 2017-18 is calculated as if depreciation was actually allowed
u/s 32. Thus, Depreciation @ 10% was deducted from cost of the Asset so,
Financial Year

(FY)Written Down Value (WDV)

Amount in Rs

2015-2016

2,80,000 (-)28,000

2,52,000

2016-2017

2,52,000 (-) 25,200

2,26,800

2017-2018

2,26,800 (-) 22,680

2,04,120
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Short Term Capital Gain(STCG) =>2,35,000 (–)2,04,120 = 30,880,
Therefore, M/s Ram & co as to pay tax on such STCG (i.e. Rs. 30,880) in FY 2017-18 (i.e. AY 18-19).
m
Notwithstanding anything contained in the foregoing provisions of this section, an Assessee who
claims that
?
his profits and gains from the profession are lower than the profits and gains specified in Sec
44ADA(1)
and
?
whose total income exceeds the maximum amount which is not chargeable to income-tax,
shall be required to keep and maintain such books of account and other documents as required under
sub-section (1) of section 44AA and get them audited and furnish a report of such audit as required under
section 44AB.
E.g: There are two individuals, Assessee 1 and Assessee 2, whose gross receipts are Rs. 2,00,000/- and
income as per books is Rs. 2,30,000 and Rs. 3,40,000 respectively.
Particulars
Turnover

Assessee 1

Assessee 2

12,00,000

12,00,000

Income u/s 44ADA @ 50%

6,00,000

6,00,000

Income as per P&L a/c

2,00,000

3,00,000

Income under PGBP head (whichever is lower)

2,00,000

3,00,000

30,000

20,000

Gross Total Income

2,30,000

3,20,000

Basic Exemption Limit

2,50,000

2,50,000

To Maintain Books of Accounts u/s 44AA

Not required

Required

To get Books of Accounts Audited u/s 44AB

Not required

Required

Income under IFOS head

Benefits availed by Assessee u/s 44ADA of Income tax act,1961:
•
•
•
•

Assessee can opt out of the scheme at any Assessment Year.
No need to maintain books of Accounts, if conditions satisfied as per section 44ADA.¬
No need to get books audited, if conditions satisfied as per section 44ADA.
Dis-allowances under section 37, 40, 40A, 43B are not applicable.
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E.g: Mr. Varun Sandesh, a film artist, had turnover of Rs. 10,00,000 and Income as per P&L a/c is Rs.
4,23,000; had forgot to pay TDS on his Rent expense of Rs. 3,60,000 (i.e. paid for 6 months).

Case:1 if opted under Section 44ADA, then Income under PGBP head will beRs.5,00,000/-(i.e.
10,00,000/- * 50%) and Dis-allowance u/s 40(a)(ia) is not applicable. (as provisions of section 44ADA
applies not withstanding to anything contained in Section 28 to 43C)
Case:2 If not opted u/s 44ADA, then for not deducting TDS, the Rent expense was dis-allowed to the
extent of 30% u/s 40(a)(ia) Thus, income under PGBP head will be Rs. 4,23,000 + 1,08,000(3,60,000 *
30%) = Rs. 5,31,000/•

Any person opting for the presumptive taxation scheme under section 44ADA is liable to pay whole
amount of advance tax on or before 15th March of the previous year. If he fails to pay the advance
tax by 15th March of previous year, he shall be liable to pay interest as per section 234C.

Filing of Return of Income:
Any person opting for the Presumptive Taxation under section 44ADA is liable to file his Income TaxReturn in “ITR-4”.
Due date for Filing of Return:
Any person opting for the Presumptive Taxation under section 44ADA is liable to file his Income TaxReturn on or before 31st July of the respective Assessment Year.
Changes in ITR-4 for the Asst. Yr. 2018-19:
Earlier Taxpayers opting for presumptive taxation scheme under section 44ADA were not required to
maintain books of account and the old ITR 4 sought only 4 financial particulars of the business,
•
•
•
•

Total Creditors,
Total Debtors,
Total stock-in-trade and
Cash Balance.

But, the new ITR-4 form seeks more financial details of Business such as
•
•
•
•

Amount of Secured/Unsecured Loans
Amount of Secured/Unsecured Advances
Fixed Assets
Capital Account etc.
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Further, new ITR-4 seeks
?
GSTIN of the assessee, and
?
Turn over as per GST returns filed by him.
This additional information has been sought to end the wrong practice of reporting different turnovers in
erstwhile Sales Tax Return and Income-Tax Return. If any difference is found in turnover reported in GST
Return and ITR, Assessee can expect a notice from the Department to explain the mismatch in turnover.
Conclusion: If a Profession specified u/s 44AA of Income Tax Act, 1961want to get relieved from the duty
of maintaining books of accounts and also from Tax audit as per the Income Tax Act, 1961 ,whose gross
receipts from such profession does not exceed Rs. 50,00,000 can opt unders ection 44ADA of Income Tax
Act, 1961.

This article is contributed by Sai Murali Krishna, Intern of SBS and Company LLP. The author can be reached
at interns@sbsandco.com
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FEMA
FEMA UPDATES FOR JUNE 2018
Contributed by Sunil & Vetted by CA Murali krishna

I.

Investment by Foreign Portfolio Investors (FPI) in Debt – Review
Framework for Foreign Portfolio Investors in Debt was announced on 1st May, 2018 and would be
applicable with immediate effect. In this regard, AP (DIR Series) Circular No. 24 dated April 27, 2018,
affecting operational aspects of FPI investments in debt was notified. The contents of the
notification are as follows:
A. Revision of minimum residual maturity requirement in any category:
I. Investment in Central Government securities (G-secs), State Development Loans (SDLs),
Corporate Bonds and Treasury bills issued by the Central Government with residual maturity
below one year by an FPI under either category shall not exceed 20% of the total investment of
that FPI in that category at any point of time.
ii. All securities with residual maturity of less than one year will be reckoned for the 20% limit,
regardless of the maturity of the security at the time of purchase by the FPI.
iii. In case of investments as on 02ndMay,2018 (beginning of day),more than 20% of total
investment in any category of securities with less than one-year residual maturity, the FPI shall
bring such share below 20% within a period of six months from the date of said circular.
iv. However, the FPI shall ensure that no further additions are made to the portfolio of securities
with residual maturity of less than one year as on 02nd May,2018 (beginning of day)either
through fresh purchases or through roll-down of investments with current tenor of more than
one year, until the share of such portfolio of securities falls below 20% of the total investment in
that category.
B. Single/Group investor-wise limit:
The term “related FPIs” as per the circular refers to all FPIs registered by a non-resident entity.
Illustratively, if a non-resident entity has set up five funds, each registered as an FPI for investment in
debt, total investment by the five FPIs will be considered for application of limits and concentration.
C. Concentration limit:
The term “related entities” shall have the same meaning as defined in section 2(76) of the
Companies Act, 2013.A newly registered FPI would mean FPIs registered after April 27, 2018.
D. Implementation:
The implementation date of online monitoring of utilization of G-sec limits has been set as June 1,
2018. The existing process for monitoring of limits as well as allocation of limit through auction
mechanism will continue in the meantime.
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For more details, refer Notification No.RBI/2017-18/168, A.P. (DIR Series) Circular No. 24 dated 27th
April, 2018 and RBI/2017-18/170,A.P. (DIR Series) Circular No. 26 dated 01st May,2018.
II. External Commercial Borrowings (ECB) Policy – Rationalisation and Liberalisation
Corporates and other entities planning to avail ECB to meet their capital needs have been
approaching RBI for relaxations in the existing ECB framework. In response to the requests received
and experience gained in administering the ECB regime, it has been decided, in consultation with the
Government of India, to further rationalise and liberalize the ECB guidelines as under:
A.
B.
C.
D.

Rationalisation of all-in-cost for ECB under all tracks and Rupee denominated bonds (RDBs)
Revisiting ECB Liability to Equity Ratio provisions
Expansion of Eligible Borrowers’ list for the purpose of ECB
Rationalisation of end-use provisions for ECBs

All other provisions of the ECB Policy shall remain unchanged.
For more details, refer Notification No. RBI/2017-18/169, A.P. (DIR Series) Circular No. 25 dated
27thApril,2018.
III. Introduction of Single Master Form for Reporting of Foreign Direct Investment (FDI) in India
As per the Press Release: 2017-2018/2642 dated 5th April, 2018 by Statement of Developmental and
Regulatory Policies, expecting a major change in Reporting of FDI.
FDI in Indiais made on repatriable basis by non-residents through eligible instruments such as Equity
Shares, Compulsory Convertible Preference shares, Compulsorily Convertible Debentures, Share
Warrants etc., issued by the investee company or by contributing to the capital of a Limited Liability
Partnership (LLP).
At present, the reporting of the above transactions is resulting in a disintegrated manner across
various platforms/modes. The Reserve Bank plans to introduce an online reporting by June 30, 2018
via a Single Master Form which would subsume all reporting requirements, irrespective of the
instrument through which the FDI is made.

This article is contributed bySunil, Intern of SBS and Company LLP. The author can be reached
at interns@sbsandco.com
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SATURDAY SESSIONS

1

Date

Event

S.No.
IND AS 16 - Part II

2

“Major Deductions under Chapter VI-A for
Individuals”(Under Income Tax Act 1961)

3

Reporting of Advance Remittance Form to RBI.

Speaker

Venue

Prudhvi

SBS - Hyd

Varshita

SBS - Hyd

Sunil

SBS - Hyd

Sukanya

SBS - Hyd

Sarvani.S

SBS - Hyd

Uday

SBS - Hyd

Sai Varun

SBS - Hyd

Sai Krishna

SBS - Hyd

02/06/2018

09/06/2018

4

Input Tax Credit-Part II

5

Section 185 of the Companies Act 2013
23/06/2018

6

How Money is Made ?

7

Relief Under Section 89 Of IT Act 1961
30/06/2018

8

Accounting for Taxes on Income

SESSIONTIMINGS: 2:30 to 4:30 PM

Changes in ITR Forms - Sai Murali Krishna

Contract under GST - Divyasree Works

Detailed Project Report - Yashwanth

Input Tax credit - Sukanya
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