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Direct Tax
Case Laws
Case Law 1:
Where assessee engaged in providing
telecommunication
services,
received
income from sharing infrastructure facilities
in form of cell-sites and cables with other
companies rendering similar services,
income so earned would be eligible for
deduction under section 80-IA(2A)
The assessee-company was engaged in
providing
telecommunication
services.
During relevant year, assessee earned
income from sharing of infrastructure
facilities in the form of cell-sites and fibre
cable with other companies engaged in
'telecommunication services'. The assessee's
claim for deduction under section 80-IA in
respect of said income was rejected by
Assessing Officer on ground that it would
amount to leasing of the assets to third
parties and income from the leasing would
not
be
income
derived
from
'telecommunication services’.
The Commissioner (Appeals), however, held
that the revenues received from sharing of
cell-sites and cables was income directly and
inextricably linked with the business income
of the undertaking engaged in providing
telecommunication services and thus
allowed assessee's claim. The Tribunal
confirmed the order of the Commissioner
(Appeals).
Further, the assessee had also paid bank
charges as cheques issued by some of the
www.ibadvisors.co

customers had been dishonoured. The
cheque bounce charges were also levied to
the customers but entire amount could not
be recovered. The Assessing Officer held
that late payment charges or cheque
bouncing charges were in the nature of
penalty and not income derived from
telecommunication business. As already
noted that the said expression is missing and
is not the mandate of the legislature in subsection (2A) of section 80-IA. The aforesaid
findings of the Commissioner (Appeals), as
affirmed by the Tribunal, were considered
correct and justified. It has been held that
the late payment charges or cheque bounce
charges were relatable and directly linked
with the telecommunication business of the
assessee. Further, the expression 'derived
from' is not relevant for claim for
computation of deduction under sub-section
(2A) of section 80-IA.
In view of the aforesaid discussion, the
finding of the Tribunal that income from
sharing of fibre cables and cell-sites qualify
for deduction under section 80-IA(2A) was
held correct. The Tribunal was also right and
justified in upholding the reasoning and
order of the Commissioner (Appeals) on
cheques bouncing and late payment
charges.
HIGH COURT OF DELHI: Principal
Commissioner of Income Tax v. Vodafone
Mobile Services Ltd.
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Case Law 2:
Where assessee had clearly demarcated
shares as investment in its balance sheet,
profit arising on sale of shares was
chargeable to tax as capital gains
The assessee HUF was engaged in the
business of trading in shares and securities.
During year, the assessee had sold certain
shares and the income arising from said sale
was shown under head capital gain. The
Assessing Officer observed that the assessee
was carrying on the investment in shares
activity in a systematic manner. The time gap
between the purchase and sale of shares
was varying between few days to few
months. After considering the magnitude of
the transaction, he was of the view that the
assessee was carrying out a trading activity
which was wrongly being classified by the
assessee as investment activity. Accordingly,
the Assessing Officer was of the view that
the assessee should not have shown income
under the head long-term capital gain. But
the income should be shown under the head
income from business and profession.
On appeal, the Commissioner (Appeals) also
upheld the order of the Assessing Officer.
On second appeal to the tribunal, CBDT
circular No. 6/2016, dated 29-2-2016 was
taken into consideration, the case on hand
falls under the clause 'c' and it is pertinent to
take guidance from the CBDT Circular No.
4/2007, dated 15-6-2007.
On perusal of the above circulars it is clear
that the assessee can maintain two
portfolios one for trading in the shares and
the other one is for the investment in shares
and the only requirement of the circular,
both the activities of the assessee should be
clearly demarcated in the books of account.
As the assessee has not shown any activity
from the trading of shares and there was
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also no closing stock shown in the financial
statement. Therefore, the assessee is dealing
only in the investment activity as evident
from the classification shown by the
assessee under the head investments. From
the balance sheet, entry of the assessee it is
clear that the assessee has demarcated its
shares under the head investment.
Therefore, the circular issued by the CBDT
applies to the instant facts of the case.
Therefore, keeping in view the provision of
the circular issued by the CBDT, the income
from the investment of share on account of
sale/purchase should be liable to tax under
the head capital gain.
The revenue has accepted the activity of
investment in the shares in earlier years as
well as subsequent years which was also not
disturbed by the revenue. Therefore, the
principles of consistency need to be followed
without any deviation when there is no
change in the facts and circumstances of the
case from the earlier years. In view of above,
the frequency, magnitude of the transaction
in a systematic manner cannot be the
criteria to hold that the assessee is engaged
in a business activity of shares. In case on
hand, there is a clear demarcation by the
assessee in its books of account.
In view of the above the order of the
Commissioner (Appeals) was set aside and
the Assessing Officer was directed to treat
the income from the sale and purchase of
shares under head capital gain.
ITAT Rajkot Bench: Pratish Manilal Modi
(HUF) v. ACIT, Circle-2, Jamnagar
Case Law 3
Unlike CUP Method TNMM does not
require that comparable company has to
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manufacture exactly same product as that
manufactured by tested party
The assessee-company was engaged in the
business of manufacture and sale of
electronic component, namely, soft ferrites
components.
Out of the fourteen comparable companies
selected by the assessee-company, the TPO
retained only two companies and rejected
twelve companies. The TPO by using the
TNMM and two comparable companies
made ALP adjustment. TPO rejected seven
companies primarily on product comparison.
The TPO accepted Cosmo Ferrites Ltd. as
comparable as the company manufactured
the same product as that manufactured by
the assessee-company. Unlike the CUP
Method, the TNMM does not require that
the
comparable
company
has
to
manufacture exactly the same product as
that manufactured by the tested party.
Hence, the TPO, while adopting the TNMM,
erroneously rejected the aforesaid seven
companies based on product comparison
between the assessee-company (tested
party) and the aforesaid independent
companies. In the TNMM, what is to be seen
is functional comparability and not the
product comparability. The TPO ignored the
comparability criterion laid down for
application of TNMM.
On appeal by the assessee, the
Commissioner (Appeals) selected nine
companies as comparables (including the
comparable companies retained by the TPO
and deleted the ALP adjustment.
The Commissioner (Appeals) accepted the
cash profit margin as appropriate net profit
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indicator (PLI) as applied by assessee before
CIT(A) after considering the facts and
circumstances of the case so that the tested
party (i.e. assessee company) and the
comparable companies are placed on the
same foothold after eliminating the impact
on profitability of the differences in respect
of technology, age of assets used in
production,
capacity
utilization
and
depreciation
expenses
and
interest
expenses.

Hence, the contention of the department for
the revenue and the nine comparable
companies selected by the Commissioner
(Appeals) was to be rejected.
ITAT KOLKATA BENCH 'C': Deputy
Commissioner of Income-tax, Cir-11 (1),
Kolkata v. Epcos Ferrites Ltd.
Case Law 4
Where Indian subsidiary incurred AMP
expenses for promoting brand owned by
French AE, in absence of an agreement
between assessee and said AE to
share/reimburse AMP expenditure incurred
by assessee in India, transaction in question
would not be an international transaction
The assessee-company was incorporated in
India and was a wholly owned subsidiary of
L'Oreal SA France. It was engaged in
manufacturing and distribution of cosmetics.
In transfer pricing proceedings, TPO noted
Clause 8 of the license agreement between
the assessee and its AE and held that as per
this clause assessee must incur AMP
expenses, therefore, there is understanding
between the assessee and AE to incur AMP
expenses. Accordingly, he took a view that
assessee had incurred expenses on
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advertisement and marketing of said
products in India and expenditure so
incurred resulted in enhancing brand value
of foreign AE in India. He, thus, on basis of
Bright Line Test (BLT), made certain
adjustment to assessee's ALP.

The DRP upheld the findings of the TPO.
On appeal to the Tribunal, it was noted that
similar adjustments were made by TPO for
assessment years 2008-09, 2009-10 & 201011 and on the objection before the DRP, the
adjustment was upheld, however, on appeal
before the Tribunal, the entire adjustment
was deleted for the abovementioned
assessment years in L'Oreal India (P.) Ltd. v.
Dy. CIT[2016] holding that where Indian
subsidiary
incurred
AMP
expenses
promoting brand owned by French holding
company, in absence of an agreement
between assessee and said AE to
share/reimburse AMP expenditure incurred
by assessee in India, transaction in question
would not be an international transaction. It
is further noted that similar adjustment on
account of AMP was made by TPO for
Assessment Year 2011-12, however, the DRP
accepted the objection of assessee holding
that there was no international transaction
of AMP expenses and on appeal before the
Tribunal, the appeal of revenue was
dismissed vide Loreal India (P.) Ltd. v. Dy.
CIT[2019] holding that since order passed by
DRP was duly supported by decision of High
Court
in
Sony
Ericsson
Mobile
Communication (India) (P.) Ltd. v. CIT [2019]
and the same did not require any
interference. The agreement of assessee
with its AE dated 4-1-2011 executed
between assessee and its AE was perused.
Clause 7 of the agreement describes about
right of distribution of licensed product in
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the territory. As per clause 8 of the said
agreement the assessee is responsible for
the advertising the licensed product in the
territory. The perusal of the clauses 7 and 8
reveals that there is no agreement between
the assessee and the AE's for sharing the
expenses and the payments made by the
assessee for the expenses of AMP. The TPO
has also not brought any fact on record that
there exists any agreement between the
assessee and its AE to share or reimburse
the AMP expenses. Moreover, it is seen that
there is no material change in the facts for
the year under consideration. Therefore,
considering the above factual discussions
and the decision of the coordinate bench of
Tribunal for assessment years 2008-09 to
2010-11, on the identical issue the grounds
of appeal of the assessee are allowed.
ITAT MUMBAI BENCH 'K': L'Oreal India (P.)
Ltd. v. ACIT [2019] 102 taxmann.com 378
(Mumbai - Trib.)

Indirect Tax :
Case Laws
Case Law 1:
Any export duty drawback demanded must
be fulfilling the conditions of Chapter 8 of
FTP 2009-14
The petitioner is a power generation
company which has implemented various
non-mega power projects to non-mega
power generation projects. The petitioner’s
contention was that in respect of the supply
of the above plant to the power project, the
petitioner applied to respondent No. 3 for
claiming the deemed export drawback in
respect of the custom duties paid on the
imported equipment and spare parts as per
the provisions of chapter 8 of FTP. As per FTP
2009-14, the supplies to power projects
would qualify as deemed export subject to
fulfillment of the following conditions:
• Supplies made under the procedure of ICB
• Goods supplied to the project
manufactured in India
The respondent argued that the definition of
‘Manufacture’ as per the FTP was not being
fulfilled by the petitioner. “Manufacture’ is
defined under chapter 9.36 of the FTP and it
means to make, produce, fabricate,
assemble, process or bring it to by hand or
by machine, a new product having a
distinctive name, character or use and shall
include processes such as refrigeration,
repacking, polishing etc. In the present case,
the goods imported by the petitioner on
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which the custom duty is paid for which the
deemed export is drawback is claimed,
cannot be said to be manufactured in India
before the same is used in the power
project. It appears that the goods which are
imported are directly used in the power
project. The power project itself can’t be
said to be goods. Petition dismissed- decided
against petitioner
GUJARAT STATE ELECTRICITY CORPORATION
LTD. VERSUS UNION OF INDIA
R/Special civil Application No. 15706 of
2011
Case Law 2:

Liaison activities strictly in line with
conditions specified by RBI do not amount
to “supply”
The applicant is a company incorporated in
Germany and permitted by RBI to have a
liaison office in Tamil Nadu, India, which is
unregistered under GST. An advance ruling
has been sought on whether the activities of
liaison office amount to supply of services
and therefore need be registered under the
GST Act or not. The applicant’s contention
was that since it was merely acting as a
communication channel between the parent
company located outside India and the
Indian suppliers, it was acting within the
conditions stipulated by RBI for the liaison
office and hence was not required to be
registered under the GST Act. Further, the
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applicant stated that it was not undertaking
any activity of trading, commercial or
industrial nature, nor entering into any
business contracts in their own name and
was not charging consideration or earning
remuneration. All expenses of the liaison
office were reimbursed by the parent
company. The ruling authority referring to
Section 7 and Schedule I of the CGST Act
2017, opined that the applicant is an
extension of the German office, hence
neither related nor distinct persons and
since there is no consideration charged for
the activities performed, the applicant is not
a supplier under the GST Act. Therefore, it
was ruled that the liaison activities
undertaken by the applicant when strictly in
line with the conditions specified by RBI do
not amount to supply under the GST Act and
hence the applicant is neither required to
take registration nor liable to pay GST.
AUTHORITY FOR ADVANCE RULINGS –
TAMIL NADU IN M/s TAKKO HOLDING
GmbH
[ADVANCE
RULING
NO.
14/AAR/2018 dated 27th September 2018]
Case Law-3
Input Tax Credit (ITC) can be availed in case
of Merger of a Proprietorship firm with a
Private Limited Company
The applicant is a Proprietorship firm
engaged in manufacturing & sale of
aluminium
profiles.
The
applicant
consequent to merger proposes that all it’s
present & future assets, liabilities, rights etc
would be taken over by a Private Limited
Company in the normal course of business.
www.ibadvisors.co

An advance ruling has been sought on
whether the applicant will be liable to pay
GST on transfer of fixed & current assets to
new entity and whether ITC balance
available in electronic credit ledger of a
proprietorship firm will be available to the
new entity. The applicant argued that there
was no need to pay GST on such transfer of
assets & consequent to merger, ITC balance
would be transferred to new entity. The
ruling authority referring to Section 7(1) of
CGST Act, 2017 & Sr. No 2 of the Notification
No.12/2017-Central Tax (rate) dated 28th
June 2017 , opined that the applicant would
not be liable to pay GST on such transaction
subject to the condition that the unit is a
going concern. Further, as per the provisions
of Section 18(3) of CGST Act,2017 & Rule 41
of CGST Rules,2017 when there is a change
in the constitution of business on account of
sale, merger etc. the unutilized input tax
credit lying in the electronic credit ledger of
the transferor is available to transferee by
filling Form GST ITC -02, electronically on
GST portal. Therefore, the authority ruled
that applicant is not liable to pay GST on
such transfer & ITC balance available in the
electronic credit ledger would be transferred
to the applicant.
AUTHORITY FOR ADVANCE RULINGS –
HARYANA in M/s B.M. INDUSTRIES [No.
HAR/HAAR/R/ 2018-19/02) dated 29th June
2018]
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Case Law-4
Classification of service rendered in India
and outside India, but completed outside
India
The appellant is located in Germany under
which they provide services to their client.
The appellant has a plant breeding team
which looks for specific traits from the
germplasm and then they cross pollinate
such plants with existing such plants with
existing parental lines. After cross
pollination, they test the varieties so
produced continuously for 7 to 9 years
across the country in different agro climatic
zones to check their performance and
stability. Under these circumstances, it is
found that the appellant is only rendering
scientific and technical consultancy services.
The service is complete only when the
reports are also sent to their client as per
the agreement in Germany. Until the report
is delivered the service is not complete and
the appellant is not entitled to the
consideration of the service. Therefore, in
this particular case that the service by the
appellant is rendered partly outside India
and partly in India. In terms of rule 3(1) of
the Export of Services rules such services
should be treated as export of services.
Also held that the appellant is providing
guidance to farmers in cultivating crops to
multiply seeds of the variety so developed.
Such guidance is known as extensioneducation which is a branch of agricultural
science which deals with transferring the
knowhow to framers. These services cannot
be termed as scientific or technical
consultancy services.
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The appellant is not liable to pay service tax
on both the services rendered by them.
Appeal allowed- decided in favor of
applicant.
BAYER BIO SCIENCE PVT. LTD. VERSUS
CCCE&ST, HYDERABAD – II
ST/2079/2010,ST/25939/2013,
ST/28551/2013, ST/20174/2015
ORDER NO.- A/30262-30265/2019

Indirect Tax
Notification

1. Seeks to extend the due date for furnishing of FORM GSTR-7
CBIC vide Notification No. 08/2019 – Central Tax dated 08th February 2019 has extended the
due date for furnishing of FORM GSTR-7 for the month of January 2019 till 28th February 2019.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/notfctn-08-central-tax-english-2019.pdf
2. Seeks to extend the due date for furnishing of FORM GSTR-3B
CBIC vide Notification No. 09/2019 – Central Tax dated 20th February 2019 has extended the
due date for furnishing of FORM GSTR-3B for the month of January 2019 till 28th February 2019
for the registered taxpayers having principal place of business in the state of Jammu & Kashmir
and till 22nd February 2019 for the rest of the States
http://www.cbic.gov.in/resources//htdocs-cbec/gst/notfctn-09-central-tax-english-2019.pdf
3. Seeks to make amendments in the earlier issued circulars

CBIC vide Circular No. 88/2019 dated 01st February 2019 has made amendments in the earlier
issued circulars in the wake of amendments in the CGST Act 2017, which shall come into force
w.e.f. 01st February 2019.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/circular-cgst-88.pdf
4. Seeks to clarify situations of mentioning details of inter-state supply made to unregistered
persons
CBIC vide Circular No. 89/2019 dated 18th February 2019 has issued instructions wherein
registered persons making inter-state supplies to unregistered persons shall report such details
in Table 3.2 of FORM GSTR-3B in order to avoid mismatch with the details mentioned in Table 7B
of FORM GSTR-1.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/circular-cgst-89.pdf
5. Seeks to clarify situations of compliances while issuing invoices in case of inter-state supply
CBIC vide Circular No. 90/2019 dated 18th February 2019 has issued instructions that registered
persons while making taxable inter-state supply shall specify place of supply along with the
name of the state in the tax invoice so as to comply with the provisions of Rule 46(n) of the CGST
Rules, 2017.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/circular-cgst-90.pdf
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6. Seeks to clarify tax payment made for supply of warehoused goods
CBIC vide Circular No. 91/2019 dated 18th February 2019 has clarified on the issues pertaining
to the tax payment made for supply of warehoused goods while being deposited in the customs
bonded warehouse for the period July 2017 to March 2018.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/circular-cgst-91.pdf
7. Seeks to make amendments in the earlier issued circulars
CBIC vide Circular No. 04/01/2019 – IGST dated 01st February 2019 has made amendments in
the earlier issued circulars in the wake of amendments in the CGST Act 2017 pertaining to
Schedule III, which shall come into force w.e.f. 01st February 2019.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/igst-circu-4-updated.pdf
8. Seeks to supersede ROD Order No. 1/2017 - Central Tax dated 13th October 2017
CBIC vide Removal of Difficulties Order No. 1/2019 – Central Tax dated 01st February 2019 has
decided to supersede ROD Order No. 1/2017 - Central Tax dated 13th October 2017 in view of
the amendment to Section 10 of the CGST Act 2017 w.r.t. allowing registered persons opting for
Composition Scheme to supply services upto prescribed limit. The same shall come into force
w.e.f. 01st February 2019.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/ROD1_2019_CT.pdf

9. Seeks to amend ROD Order No. 4/2018 – Central Tax dated 31st December 2018
CBIC vide Removal of Difficulties Order No. 2/2019 – Central Tax dated 01st February 2019 has
decide to amend ROD Order No. 4/2018 – Central Tax dated 31st December 2018 to extend the
due date for furnishing of FORM GSTR – 8 for the months of October 2018 to December 2018 till
07th February 2019.
http://www.cbic.gov.in/resources//htdocs-cbec/gst/ROD2_2019_CT.pdf
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Corporate Legal
& Regulatory
Notifications
S. No

Notifications

1. COMPANIES (PROSPECTUS AND ALLOTMENT OF SECURITIES) SECOND AMENDMENT RULES,
2019.
(MCA notification dated February 19, 2019)

The Ministry of Corporate Affairs (MCA) vide its notification dated February 19, 2019 has
amended the Companies (Prospectus and Allotment of Securities) Rules, 2014, through the
Companies (Prospectus and Allotment of Securities) Amendment Rules, 2019 which shall come
into force with effect from the date of publication in the Official Gazette.
Through the said amendment, MCA has omitted in the Form PAS-3, against serial number 6, in
item (b), the words “not allotted securities with an application size of less than twenty thousand
per person”.
Due to the said amendment, the Company is no more required to declare in Form PAS-3 that the
Company has not allotted securities with an application size of less than twenty thousand per
person with respect to preferential allotment or private placement
http://www.mca.gov.in/Ministry/pdf/ProspectusAllotmentRule2019_20022019.pdf
2. COMPANIES (ADJUDICATION OF PENALTIES) AMENDMENT RULES, 2019.
(MCA notification dated February 19, 2019)
The Ministry of Corporate Affairs (MCA) vide its notification dated February 19, 2019 has
amended the Companies (Adjudication of Penalties) Amendment Rules, 2014 through the
Companies (Adjudication of Penalties) Amendment Rules, 2019 which shall come into force with
effect from the date of publication in the Official Gazette.
Rule 3 regarding Adjudication of penalties has been completely substituted by new provisions.
The key highlights of the new Rule 3 are as follows:
1. The Central Government may appoint any of its officers, not below the rank of Registrar, as
adjudicating officers for adjudging penalty under the provisions of the Act.
2. The adjudging officer shall issue a written notice to the Company, the officer who is in default
or any other person, as the case may be, to show cause, within such period as may be specified in
www.ibadvisors.co
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the notice (not being less than fifteen days and more than thirty days from the date of service
thereon), why the penalty should not be imposed on it or him.
3. Every notice issued as specified above shall indicate the nature of non-compliance or default
under the Act alleged to have been committed or made by such Company, officer in default, or
any other person, as the case may be and also draw attention to the relevant penal provisions of
the Act and the maximum penalty which can be imposed on the Company, and each of the
officers in default, or the other person.
4. The reply to such notice shall be filed in electronic mode only within the period as specified in
the notice
5. After considering the reply submitted by such Company, its officer, or any other person, as the
case may be, the adjudicating officer is of the opinion that physical appearance is required, he
shall issue a notice, within a period of ten working days from the date of receipt of reply fixing a
date for the appearance of such Company, through its authorised representative, or officer of
such Company, or any other person, whether personally or through his authorised
representative.
6. If any person, to whom a notice is issued as specified above, desires to make an oral
representation, whether personally or through his authorised representative and has indicated
the same while submitting his reply in electronic mode, the adjudicating officer shall allow such
person to make such representation after fixing a date of appearance.
7. The adjudicating officer shall pass an order:
• Within 30 days of the expiry of the period referred or such extended period, where physical
appearance is not required
• Within 90 days of the date of issue of notice, where any person appeared before the
adjudicating officer.
8. While adjudging quantum of penalty, the adjudicating officer shall have due regard to the
following factors, namely:•
•
•
•
•
•

size of the Company;
nature of business carried on by the Company;
injury to public interest;
nature of the default;
repetition of the default;
the amount of disproportionate gain or unfair advantage, wherever quantifiable, made as a
result of the default; and
• the amount of loss caused to an investor or group of investors or creditor as a result of the
default.
www.ibadvisors.co
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9. The penalty imposed shall be less than the minimum penalty prescribed, if any, under the
relevant section of the Act and in case a fixed sum of penalty is provided for default of a
provision, the adjudicating officer shall impose that fixed sum, in case of any default therein.

10. Penalty shall be paid through Ministry of Corporate Affairs portal only.
http://www.mca.gov.in/Ministry/pdf/AdjudicatioPenalties2019_20022019.pdf
3. EXTENSION FOR LAST DATE OF FILING INITIAL RETURN IN MSME FORM 1.
(MCA circular dated February 21, 2019)
The Ministry of Corporate Affairs (MCA) vide its circular dated February 21, 2019 has extended
the time limit for filing initial return in MSME Form I which would now be 30 days from the date
of deployment of MSME Form 1 on the MCA 21 portal.
The MSME Form I is required to be filed as per Specified Companies (Furnishing of information
about payment to micro and small enterprise suppliers) Orders, 2019.
http://www.mca.gov.in/Ministry/pdf/InitialReturnInMSMEForm_21022019.pdf
4. EXTERNAL COMMERCIAL BORROWINGS (ECB) POLICY – ECB FACILITY FOR RESOLUTION
APPLICANTS UNDER CORPORATE INSOLVENCY RESOLUTION PROCESS
(RBI notification dated February 07, 2019)
Reserve Bank of India via its notification dated February 07, 2019 has relaxed ECB policy for
Corporate Insolvency Resolution Process.
As per the prevailing provisions ECB proceeds could not be utilised for repayment of domestic
Rupee loans, except when the ECB is availed from a Foreign Equity Holder.
However, through this notification, RBI has relaxed the end-use restrictions for resolution
applicants under the Corporate Insolvency Resolution Process (CIRP) and allow them to raise
ECBs from the recognised lenders, except the branches/ overseas subsidiaries of Indian banks,
for repayment of Rupee term loans of the target Company under the approval route
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT1214EBE20910C0B4690B1DE88F0FE8070FF
.PDF
5. INVESTMENT BY FOREIGN PORTFOLIO INVESTORS (FPI) IN DEBT
(RBI notification dated February 15, 2019)
Reserve Bank of India via its notification dated February 15, 2019 has relaxed provisions
regarding Investment by Foreign Portfolio Investors (FPI) in Debt in order to encourage a wider
spectrum of investors to access the Indian corporate debt market.
www.ibadvisors.co
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Henceforth, FPI can have an exposure of more than 20% of its corporate bond portfolio in a
single corporate (including exposure to entities related to the corporate).”
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT12340C2369EA2C942CF948804C1E494DDD
D.PDF
6. INTEREST SUBVENTION SCHEME FOR MSMES
(RBI notification dated February 21, 2019 and February 22, 2019)
The Government of India has on November 02, 2018 has announced ‘Interest Subvention
Scheme for MSMEs 2018’. (hereinafter referred to as “Scheme”)
The key highlights of Scheme are as follows:

1. The Scheme will be in operation for a period of two financial years FY 2019 and FY 2020.
2. 2% interest subvention for all GST registered MSMEs, on fresh or incremental loans.
3. All MSMEs who have Valid Udyog Aadhar Number and Valid GSTN Number shall be eligible as
beneficiaries under the Scheme.
Also, through a further notification it has been clarified that “the borrowing entity should be GS
T-registered on the date of implementation of the restructuring. However, this condition will not
apply to MSMEs that are exempt from GST-registration”
4. Incremental term loan or fresh term loan or incremental or fresh working capital extended
during the current FY viz. from 2nd November 2018 and next FY would be eligible for coverage.
5. The term loan or working capital should have been extended by Scheduled Commercial Banks.
6. All working capital or term loan would be eligible for coverage to the extent of ₹100 lakh only
during the period of the Scheme.
7. MSME exporters availing interest subvention for pre-shipment or post-shipment credit under
Department of Commerce will not be eligible for assistance under Interest Subvention Scheme
for Incremental credit to MSMEs 2018.
8. MSMEs already availing interest subvention under any of the Schemes of the State / Central
Govt. will not be eligible under the proposed Scheme.
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/125ISCUR72A9B5ADE83345F9A47410967A83
ED27.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NOTI1276B2C64BB7F344F7AB652B6DECF07E
EB0.PDF
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT129A2872B20E19E45EBB36EF57D663A44F
1.PDF
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7. HARMONISATION OF DIFFERENT CATEGORIES OF NBFCS
(RBI notification dated February 22, 2019)
The Reserve Bank of India (RBI) vide its notification dated February 22, 2019 has merge the three
categories of NBFCs viz. Asset Finance Companies (AFC), Loan Companies (LCs) and Investment
Companies (ICs) into a new category called NBFC - Investment and Credit Company (NBFC-ICC).
Differential regulations relating to bank’s exposure to the three categories of NBFCs viz., AFCs,
LCs and ICs also stand harmonized.
Further, a deposit taking NBFC-ICC shall invest in unquoted shares of another Company which is
not a subsidiary Company or a Company in the same group of the NBFC, an amount not
exceeding 20% of its owned fund.
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/NT130745A5BD64C0947718F6384085561163
E.PDF
8. ESTABLISHMENT OF BRANCH OFFICE (BO) / LIAISON OFFICE (LO) / PROJECT OFFICE (PO) OR
ANY OTHER PLACE OF BUSINESS IN INDIA BY FOREIGN ENTITIES
(RBI notification dated February 27, 2019)
As per prevailing Foreign Exchange Management (Establishment in India of a branch office or a
liaison office or a project office or any other place of business) Regulations, applications received
from a Non-Government Organisation, Non-Profit Organization, Body/Agency/Department of a
foreign Government for opening of a branch office or a liaison office or a project office or any
other place of business in India are to be forwarded to the Reserve Bank for prior approval and
be considered in consultation with the Government of India.
It is further advised by RBI that if such an entity is engaged, partly or wholly, in any of the
activities covered under Foreign Contribution (Regulation) Act, 2010 (FCRA), it shall obtain a
certificate of registration under the said Act and shall not seek permission under Foreign
Exchange Management (Establishment in India of a branch office or a liaison office or a project
office or any other place of business) Regulations.
https://rbidocs.rbi.org.in/rdocs/notification/PDFs/APDIR200C249E6943444AB68B99AEC2427265
F6.PDF
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Column
Guide to the new revenue recognition
standard – Ind AS 115
By – Nitin Jain

Introduction & Background
Historically, India has had its fair share in contribution to globalisation either in the form of cross
border transactions, Foreign Direct Investment (FDIs), introduction of various reforms under
direct and the indirect tax regimes etc. However, as the accounting and financial reporting
practices were not aligned with the global standards, the comparability of financial statements of
Indian companies with multinational companies always remained an issue. Towards this, the
Government of India in consultation with the Institute of Chartered Accountants of India (ICAI)
introduced Indian Accounting Standards (Ind AS) in 2015 which were aligned to the global
accounting norms, with a view of better, transparent and a clearer financial reporting. The
introduction of Ind AS has since enhanced the quality of financial reporting in India and has taken
a definitive step towards alignment of the same with the best global practices.
Since the introduction of Ind AS in 2015, the government has issued many important accounting
standards and notifications/clarifications in a phased manner, none more important than the
Standard on Revenue - Ind AS 115, Revenue from Contracts with Customers. The standard was
issued on March 28, 2018 and is in convergence with the International Financial Reporting
Standards (IFRS). The said Ind AS supersedes the erstwhile Ind AS 11 and Ind AS 18 dealing with
Construction Contracts and Revenue respectively.
Revenue
‘Revenue’ is one of the most important indicators in any set of financial statements as it is used to
measure the performance of a company for a period, making the accurate accounting of the same
very critical. Also, to facilitate comparison between companies operating under same industry
framework, the revenue recognition must follow a specified pattern which facilitates easy
comparison and analysis. The introduction of Ind AS 115 has made this task easy. Ind AS 115
requires entities to focus on the customer’s point of view to decide revenue recognition criteria.
Ind AS 115 is effective from reporting periods beginning on or after April 1, 2018 for all the
entities covered under Ind AS and is largely converged with IFRS 15, Revenue from Contracts with
Customers issued by the International Accounting Standards Board (IASB).
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Further, Ind AS 115 applies to all contracts with customers, except a few noted below, which
are dealt with in other standards:
(a) Lease contracts within the scope of Ind AS 17, Leases;
(b) Insurance contracts within the scope of Ind AS 104, Insurance Contracts;
(c) Financial instruments and other contractual rights or obligations within the scope of Ind
AS 109, Financial Instruments, Ind AS 110, Consolidated Financial Statements, Ind AS 111,
Joint Arrangements, Ind AS 27, Separate Financial Statements and Ind AS 28, Investments
in Associates and Joint Ventures; and
(d) Non-monetary exchanges between entities in the same line of business to facilitate sales
to customers or potential customers. For example, this Standard would not apply to a
contract between two oil companies that agree to an exchange of oil to fulfil demand
from their customers in different specified locations on a timely basis.
Ind AS 115 lays down a comprehensive and robust framework known as the ‘5 Step’ model
for recognition, measurement and disclosure of revenue which is as follows:
1. Identification of contract(s) with customers:
Contracts may be written, oral or implied by customary business practices, but revenue can
be recognised only on those contracts which create enforceable rights, obligations and have
commercial substance.
2. Identification of the separate performance obligations in the contract:
Performance obligations are explicitly or implicitly promised goods or services in a contract,
as well those arising out of customary business practices. An entity needs to identify
performance obligations which are clearly distinct.
3. Determination of transaction price:
The transaction price is the amount of consideration to which an entity expects to be
entitled. It includes variable consideration, impact of significant financing components, fair
value of non-cash consideration and impact of consideration payable to the customer.
4. Allocation of the transaction price to the separate performance obligations:
The standard requires allocation of the total contract price to the various performance
obligations based on their relative standalone selling prices, with limited exceptions.
5. Recognition of revenue when (or as) the entity satisfies a performance obligation:
Revenue recognition can occur either over a period of time or at a point in time. Revenue
recognition for a performance obligation occurs over time only if it meets one of the three
prescribed criteria. Ind AS 115 focuses on the ‘control approach’ to determine revenue
recognition as against the ‘risk and rewards’ model under Ind AS 18.

Ind AS 115 differs from the previous standards in certain key aspects. Under the previous
standard, revenue was measured at the fair value of the consideration received or receivable.
While in the new standard, Revenue is recognised at the amount of the consideration to
which an entity expects to be entitled to.
The previous standard was based on risk and reward-based model i.e. the revenue to be
recognised when the risk and rewards of ownership are transferred while the new standard is
control based model i.e. revenue is recognised when the control transfer related to
performance obligation is satisfied.
Another important difference is that in the previous scenario there was no explicit guidance
for gross versus net reporting of revenue. While as per the new standard, the requirement of
gross versus net reporting is driven by an assessment of principal versus agent relationship.
The introduction of Ind AS 115 has not only improved comparability of revenue across
entities, industries, global capital markets, it has also prescribed only one underlying principle
for revenue recognition i.e. transfer of control over goods/services and replaces the ‘fair
value’ concept with ‘Transaction Price’ which is better suited for measurement of revenue;
It has eliminated interpretations/guidance by bringing in clarity in areas such as multiple
element contracts/bundled products, licensing, royalties for intellectual properties, financing
components, variable consideration; and has necessitated more improved disclosures to help
investors and analysts better understand entity’s revenue.
Conclusion
Though Ind AS 115 is undoubtedly a welcome and pragmatic step, entities need to carefully
examine the effects of the new standard before implementing the same considering the
needs of investors and users of financial statements. The new standard will require the
entities to apply a comprehensive methodology for implementing Ind AS 115.

Upcoming Compliances
Date

Compliance

March 15, 2019

Fourth instalment of advance tax for the assessment year 2019-20

March 20, 2019

Due date for filing consolidated return in the Form GSTR-3B for the month
of February-2019

Due date for linking of Aadhaar number with PAN
March 31, 2019
Country-By-Country Report in Form No. 3CEAD for the PY 2017-18 by a
parent entity or the alternate reporting entity, resident in India

April 10,2019

Due date for filing of monthly return in the Form GSTR-7 by the persons
required to deduct TDS under GST for the month of March-2019.

April 10,2019

Due date for filing of monthly return in the Form GSTR-8 by the ecommerce operators registered under GST for the month of March-2019.
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IBA NEWS
Congratulations to the new CAs

SARTHAK JUNEJA

VIPUL DHALL
AIR - 43

GARIMA BATRA

Cheers to the Happy Mothers
•

Congratulations Shuchi on the arrival of your baby boy. May his life be blessed with good health,
love and laughter

•

Congratulations Sulekha on the arrival of your baby girl. May your little one fill your heart with joy

Training @ IBA

Women’s Day Celebration @ IBA

Editorial Team
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service,
in
our
pursuit
of
excellence.
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