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(Set up by an Act of Parliament) 

 

 

Respected Members 

Greetings of the day……… 
 

It is my immense pleasure to have interaction and communication through this 

Newsletter. Friends the most busy month of the profession has started where we are 

extremely busy in our Audits, return filing and other professional works.  

 

Looking towards to the awareness of the subjects we are organizing full day seminar 

on the demanded subjects of GST, Tax Audit and financial reporting on 3
rd

 

September. 

 

Friends, Board of Studies has been organizing subject-wise LIVE Online Mentoring sessions for all 

levels of CA Course. Students are able to ask queries on the session/ event topic, which get 

answered subject to relevance and availability of time. The Board of Studies has taken further 

initiative in organizing topic-wise sessions for specific topics of each subject of the CA Course, 

wherein the students are finding difficulty. The topic specific and subject specific sessions by BOS 

faculty members aim to mentor students on the successful strategies to succeed in their forthcoming 

examinations and also clear their doubts/ queries.  
 

In the forthcoming schedule of seminar we organizing seminar under the ages of Young 

Empowerment committee on 9
th

 September. 

 

Friends, as our Earlier schedule of Forensic Audit Course , which was deferred in 

demand of faculty, the new dates for the same has been granted in the month of 

November,2016 on dates 12,13,19,20,26,27 November and 03 December.  

Friends the batch size is limited so please take care of early registration
.

With best regards, 

CA SANJAY SHARMA 
CHAIRMAN, NOIDA BRANCH 
9899709954 
SANNJAY3@GMAIL.COM

For in house Circulation Only No. – 07 (2016-2017) September -2016 
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Secretary writes............ 
 

Respected Professional colleagues,  
 

 

It gives me immense pleasure every month while I interact with you through this e 

newsletter, thanks everyone from core of my heart for this liberty. 

 

Friends, September is the ninth month of calendar year and in India we used to observe 

this month as “Food Safety Education Month” as Monsoon is shifting to Autumn, be 

careful with your food habits. In this month, on 5
th

 we used to celebrate Teachers’ day and on 14
th

 we 

celebrate day as Hindi Divas. 

  

Friends for Chartered Accountants (CAs), September is having a very important date i.e. 30
th

 September, 

the last date of filing Tax Audit Report (in addition to last date for declaring Undisclosed Income for this 

year only). Taxes are what we pay for civilized society and taxes are fuel which move the wheels of 

growth and progress. CAs have been mandatorily entrusted with a very important mission to keep the 

wheel of growth running by ensuring compliance of provisions of the Income Tax Act and Rules thereof 

by way of Tax Audit. As such it becomes a national and social duty of CAs in India, which has to be 

performed in the actual spirit of the legislative intent behind introduction of tax audit. The intent is to 

ensure proper maintenance of books of accounts and other records and providing transparency in the 

financial statements submitted to the Tax Deptt. 

 

Friends, last month August 2016 was very cool as far as your branch activities are concerned as well the 

work pressure in our members’ office is concerned. Central India Regional Council had organised its 37
th

 

Regional Conference at Jaipur on 27
th

 and 28
th

 August 2016. The conference was attended by large 

numbers. 

 

Friends, this month September 2016 has to be eventful as we are starting month with Gyan Ganga, a mega 

seminar on GST, IFC and Tax Audit on 3
rd

 Sep. 2016 at ICAI auditorium, Sector-62, Noida by eminent 

speakers. On 5
th

 September, we are observing Teachers’ day in our branch where we shall Honour our 

faculty members who takes classes. Thereafter, Young members empowerment Committee of ICAI under 

the dynamic leadership of CA Mukesh Singh Ji Kuswah, Hon’ble Central Council Member is also 

organising seminar on 9
th

 Sep.2016 at ICAI auditorium, Sector-62, Noida. Please attend all programs. 

 

Friends, it is our sincere efforts to give our best to members, even if you have any suggestion for smallest 

improvement for serving the profession, the entire management committee shall welcome and implement 

your words of wisdom. 

 

 

 

With best regards, 

CA Sudhir Kumar 

Mob. 9312221420.                                                                                                                                    

Email ID. Caskg2006@gmail.com
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CHANGING ROLE OF INTERNAL AUDITORS
 

Introduction 
Internal audit primarily was done to assess the internal controls of the 
organization. It was considered to be an independent function which involves a 
continuous critical appraisal of the functioning of entity & suggested 
improvements. The internal auditing for some period of time was considered to 
be extended arm of external audits. Internal auditors had fairly modest role 
inside the organization. 

 

Changing role  
However, with the change in the business environment and increase in the complexity of the 

business, internal audit emerged as a special segment as broad field of accounting, utilizing 

the basic techniques and methods of accounting. The concept of Corporate Governance was 

introduced with Clause 49 of the listing agreement issued by Security Exchange Board of India 

(SEBI). The role of the internal auditor changed with the concept of Corporate Governance 

where the role & the scope of internal audit was decided by the audit committee of the 

company as per the requirement of listing agreement. Thus the role of internal auditor is 

mostly in the operation of the company and quite naturally more deeply interested in helping 

to make those operations as profitable as possible. Thus, to a greater extent management 

services comes to influence his thinking and general approach. Companies Act, 2013 has 

enhanced the role of internal auditor in the assurance function and made the internal audit 

function to be mandatory for certain class of companies.  

Technology driven skill set for auditors 
The business environment has experienced rapid & revolutionary change which has far 

reaching consequences for the organization worldwide. It has become mandatory for the 

management to respond to respond to the fierce competition by introducing by improving the 

quality, risk management initiative, reengineered process and practices and greater 

accountability. The company can meet the demand of the market by using information 

technology. To take advantages of this tremendous surge of technology, the internal auditors 

are not only needs a considerable enhancement of the requisites skills, attributes and 

competencies but also need to commensurately raise their organizational status and profile 

and align themselves appropriately within their respective organizations. Marriage of 

technology and auditing, as well as evolving structure of audit team, makes developing these 
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skills to a greater extent earlier in an auditor’s career more important. The skillsets which the 

auditors are expected to have may be: 

 

a. Deep understanding of business environment: The auditors in the current scenario are 

expected to have a deep business acumen to provide the clients with better results. Auditors 

who are naturally inclined towards business topics (in addition to accounting topics) like 

understanding the market trend or the industry pressure can set the expected performance of 

company business. This would also help the auditor in the risk assessment process during audit 

planning and execution. 

b. Critical thinking: Today companies creates large volume of data. These data may be 

homogeneous and they can be heterogeneous. The auditor should have the capability to 

efficiently navigate reams of data available to assess its reliability, usability and relevance. It is 

important to get right data from the client. It is important to identify the relationships, identify 

anomalies, and performing benchmarking wherever necessary. The auditor needs the help of 

information technology to process and navigate through large volume of data.  

c. Focus on analysis of data and not gathering it: The focus of the internal auditor has to shift 

from collection of samples and regular reconciliation to analyzing data which will cover full 

population of data. The behavior of data give insight into the working pattern of the company. 

This approach will yield broader insight than sampling which was done in the past. 

d. Use of various auditing software: To respond to the emerging risk areas in the business 

environment, the auditor should tailor their procedures and use effective auditing software / 

tools to analyze the complex transactions. The volume of data that are generally generated by 

the companies today are astounding. To effectively and efficiently capture these data, auditing 

tools are required to be used extensively. 

Conclusion 
Audit professionals should be prepared for the changing skillsets that will be expected of 

them. It will be important to have skills related to technology to be integrated with the 

auditing and accounting skills. 

 

AMRITA CHATTOPADHYAY 

Membership No.215764 

Mobile: 9717067979 
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Implications of not declaring the Undisclosed Income 

under the Income Disclosure Scheme’2016 
 

In line with the Government‟s objective of freeing India from the menace of 

black money and with the intention of providing last opportunity to come out 

clean in so far as the undisclosed income is concerned, the Hon‟ble Finance 

Minister of India, Shri Arun Jaitley, introduced The Income Declaration 

Scheme, 2016 in the Finance Bill, 2016 and which culminated into a law on 

14 May 2016 and which came into force from 1 June 2016. Last year, 

Government had come out with a similar scheme but in respect of the 

undisclosed income and assets sourced outside India vide Chapter VI of 

„The Black Money (Undisclosed Foreign Income and Assets) and Imposition of Tax Act, 2015 

and now they have come out with a scheme for undisclosed income other than that covered 

by the Black Money Law. 

 

The current scheme provides an opportunity to persons who have not paid full taxes in the 

past to come forward and declare the undisclosed income and pay tax, surcharge and 

penalty totaling in all to 45% of such undisclosed income declared. 
 
Further, as per scheme, declaration of undisclosed income in the form of assets is to be 

made at Fair Market Value of such assets as on 1st June, 2016. 
 
This article presents the implications of Section 197(c) of the Finance Act‟2016 both from the 
side of the taxpayer and the revenue. 

1. Relevant Statutory Provisions as contained in Chapter IX of the Finance Act‟2016 

[Section 197(c)] 
 

“Removal of doubts. 
 

197. For the removal of doubts, it is hereby declared that— 
(a) ………………….. 
(b) ………………….. 
(c) where any income has accrued, arisen or received or any asset has been acquired 

out of such income prior to commencement of this Scheme, and no declaration in 

respect of such income is made under this Scheme,— 

(i) such income shall be deemed to have accrued, arisen or received, as the 

case may be; or 

the value of the asset acquired out of such income shall be deemed to 
have been acquired or made, 

in the year in which a notice under section 142, sub-section (2) of section 143 or 

section 148 or section 153A or section 153C of the Income-tax Act is issued by the 

Assessing Officer, and the provisions of the Income-tax Act shall apply accordingly.” 

 
11.2. Analysis 
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In case no declaration is made in respect of the undisclosed income relating to earlier 

years prior to commencement of this scheme, Clause (c) of section 197 of the Finance 

Act, 2016 introduces a deeming fiction. It states that where any undisclosed income 

[which has accrued or arisen or received prior to commencement of this scheme] and 

no declaration in respect of such income is made, such income shall be deemed to 

have accrued or arisen or received in the year in which a notice under section 

142/143(2)/148/153A/153C is issued by the Assessing Officer, and the provisions of the 

Income Tax Act‟1961 shall apply accordingly. 

 

A bare perusal of the Section 197(c) of the Finance Act‟2016 suggests that a person 

should make declaration of all the undisclosed income generated or undisclosed assets 

acquired in any year prior to commencement of this scheme even if such year is beyond 

the limitation period. This is due to the fact that Section 197(c) provides that in case no 

declaration in respect of undisclosed income relating to earlier years is made under this 

scheme, such undisclosed income shall be deemed to be the income of the year in 

which a notice u/s 142 or u/s 143(2) or u/s 148 / 153A / 153C of the Income Tax Act is 

issued by the Assessing Officer. 

 

It is pertinent to mention here is that the wording under Section 197(c) of the Finance 

Act‟2016 is on the similar lines with that of Section 72 (c) of the Black Money 

(Undisclosed Foreign Income & Assets) and Imposition of Tax Act‟2015. The Black 

Money (Undisclosed Foreign Income and Assets) and Imposition of Tax Act, 2015 was 

brought under the statute books to report the undisclosed offshore assets. 

 

The language under both the section of the respective acts is tabulated herein under:- 
 

Income Declaration Scheme‟2016 Black Money Act‟2015   

Section 97(c) of the Finance Act‟2016 Section 72(c) of the Black Money 

          (Undisclosed Foreign Income & Assets) 

          and Imposition of Tax Act‟2015  

       

Removal of  doubts  [Section Removal of doubts [ Section 72] 

197]                 

For the removal of doubts, it is For the removal of doubts, it is 
          

hereby declared that—     hereby declared that—   
            

(a) ………………;       
(a) ………………; 

   
             

(b) ………………;       
(b) ………………; 

   
             

(c) where any income has (c) where any asset has been 
        

 accrued, arisen or received or  acquired or  made  prior  to 
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 any asset has been acquired  commencement of this Act, and 
         

 out of such income prior to  no declaration in respect of such 
         

 commencement of this  asset is  made under this 
         

 Scheme, and no declaration in  Chapter, such asset shall be 
         

 respect of such income is  deemed to have been acquired 
         

 made under this Scheme,—   or made in the year in which a 
          

           notice under section 10 is issued 

 (i) such income shall be  by the Assessing Officer and the 
         

 deemed to have  accrued,  provisions of this Act shall apply 
          

 arisen or received, as the case  accordingly.    
         

 may be; or               

 (ii) the value of the asset         

 acquired out of such income         

 shall be deemed to have been         

 acquired or made,             

 

in the year in which a notice under section 

142, sub-section (2) of section 143 or 

section 148 or section 153A or 

 

section 153C of the Income-tax Act is 

issued by the Assessing Officer, and the 

provisions of the Income-tax Act shall 

apply accordingly 

 

As can be seen from above, under both the laws, the intention of the legislature is amply clear 

to overrule the law of limitation and thereby the timeline for reopening of the earlier year and 

bring the undisclosed income of earlier years to the tax net. 

 

However one must note that both the Sections under different statutes play differently. 
 

Section 72(c) of the Black Money (Undisclosed Foreign Income & Assets) and Imposition of 

Tax Act‟2015 provides that if no declaration has been made prior to the commencement of the 

Act in respect undisclosed foreign assets, such asset shall be deemed to have been acquired 

or made in the year in which a notice under section 10 is issued by the Assessing Officer and 

the provisions of this Act shall apply accordingly. 

Now Let us go through the Provisions of Section 10 of Black Money (Undisclosed Foreign 

Income & Assets) and Imposition of Tax Act‟2015, which are reproduced herein under:- 

 

“Assessment 
 
10. (1) For the purposes of making an assessment or reassessment under this Act, the 

Assessing Officer may, on receipt of an information from an income-tax authority under the 
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Income-tax Act or any other authority under any law for the time being in force or on coming 

of any information to his notice, serve on any person, a notice requiring him on a date to be 

specified to produce or cause to be produced such accounts or documents or evidence as the 

Assessing Officer may require for the purposes of this Act and may, from time to time, serve 

further notices requiring the production of such other accounts or documents or evidence as 

he may require. 

 

(2) The Assessing Officer may make such inquiry, as he considers necessary, for the 

purpose of obtaining full information in respect of undisclosed foreign income and asset of 

any person for the relevant financial year or years. 

(3) The Assessing Officer, after considering such accounts, documents or evidence, as he 

has obtained under sub-section (1), and after taking into account any relevant material which 

he has gathered under sub-section (2) and any other evidence produced by the assessee, 

shall by an order in writing, assess the undisclosed foreign income and asset and determine 

the sum payable by the assesse 

(4) If any person fails to comply with all the terms of the notice under sub-section (1), the 

Assessing Officer shall, after taking into account all the relevant material which he has 

gathered and after giving the assessee an opportunity of being heard, make the assessment 

of undisclosed foreign income and asset to the best of his judgment and determine the sum 

payable by the assessee.” 

 

From the perusal of Section 10 of Black Money (Undisclosed Foreign Income & Assets) and 

Imposition of Tax Act‟2015, it is amply that there is no time limit for issuing notices for 

assessment or reassessment under Section 10. Therefore the Black Money (Undisclosed 

Foreign Income & Assets) and Imposition of Tax Act‟2015 stipulates no time limit for issuing 

statutory notice for bringing to tax any income from foreign sources both by way of assessment 

and reassessment. Therefore, even if section 72(c) would not have been there under the Black 

Money Act, the Assessing Officer could have issued notices u/s 10 without any fetters of time 

limit. 

However, to the contrary, Section 197(c) of the Finance Act‟2016 is in conflict with Section 

143(2), 148, 153A and 153C of the Income Tax Act‟ 1961. 

 

Section 143(2) of the Income Tax Act, 1961, for issue of a notice, stipulates a time limit of 6 

months from the end of the financial year in which the return is furnished. 

Section 149 read with Section 148 of the act, for issue of notice for reassessment of domestic 

income, stipulates a maximum time limit of 6 Years from the end relevant assessment year. 

Likewise Section 153A and 153C provides for assessment /reassessment of Income of six 

assessment years immediately preceding the assessment year relevant to the previous year in 

which such search is conducted u/s 132 of the Income Tax Act‟1961 or in that case requisition 

is made u/s 132A is made. 
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Therefore, if section 197(c) would not have been brought in the Finance Act‟2016, the 

Assessing Officer was barred by limitation to go beyond the period of limitation u/s 

143(2)/149/153A or 153C ,as the case may be. 

 

To illustrate, let us assume that some undisclosed income is detected by the Assessing 

Officer for A.Y. 2001-02 after the closure of the scheme (i.e after 30-09-2016). After the 

incorporation of section 197(c) of the Finance Act‟2016, the Assessing Officer can bring the 

undisclosed income to tax in the year in which notice u/s 142/ 143(2)/ 148/ 153A/ 153C is 

issued. 

 

The CBDT have also clarified the aforementioned contention as under:- 
 

(i) Vide FAQ No.4 of Circular No. 24 of 2016 dated 27
th

 June‟2016 

 

Question No.4 : If undisclosed income relating to an assessment year prior to A.Y. 

2016-17, say A.Y. 2001-02 is detected after the closure of the Scheme, then what shall 

be the treatment of undisclosed income so detected? 
 

Answer: As per the provisions of section 197(c) of the Finance Act, 2016, such income 

of A.Y. 2001-02 shall be assessed in the year in which the notice under section 148 or 

153A or 153C, as the case may be, of the Income-tax Act is issued by the Assessing 

Officer. Further, if such undisclosed income is detected in the form of investment in any 

asset then value of such asset shall be as if the asset has been acquired or made in the 

year in which the notice under section 148/153A/153C is issued and the value shall be 

determined in accordance with rule 3 of the Rules. 

 

(ii) Vide FAQ No.2 of Circular No. 27 of 2016 dated 14
th

 July‟2016 
 

Question No.2: If an undisclosed income represented in the form of an asset or 

otherwise pertains to a year falling beyond the time limit allowed under section 149 of 

the Income-tax Act, 1961 and the said undisclosedincome is not declared under the 

Scheme, then as per the provisions of section 197(c) of the Finance Act, 2016, the said 

undisclosed income shall be treated as the income of the year in which a notice under 

section 148 of the Income-tax Act has been issued. The said provision is inconsistent 

with the existing time lines provided under the Income-tax Act for reopening a case. 

Please clarify? 

Answer: Question No. 4 of Circular No. 24 of 2016 may be referred where the tax 

treatment of such income has been clarified. Since the Scheme contained in Chapter 

IX of the Finance Act, 2016 is a later law in time, the provisions of the Scheme shall 

prevail over the provisions of earlier laws. 

 

Though the CBDT has issued 2 clarification so far as to overrule the fetters imposed on the 

issuance of notice u/s 143(2)/148/153A,153C, but a vital question which is still left 
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unanswered is that as to how such statutory notices u/s 143(2)/149/153A or 153C can be 

issued after the expiry of time till which such notices can be issued as no corresponding 

amendment has been made under the aforesaid respective sections to make it operative in 

lines with Section 197(c) of the Finance Act‟2016. 

 

Now, let us also analyze the implications of Section 197(c) of the Finance Act‟2016 from the 

revenue‟s perspective. 

 

Section 197(c) provides that where any undisclosed income [which has accrued or arisen or 

received prior to commencement of this scheme] and no declaration in respect of such income 

is made, such income shall be deemed to have accrued or arisen or received in the year in 

which a notice under section 142/143(2)/148/153A/153C is issued by the Assessing Officer, 

and the provisions of the Income Tax Act‟1961 shall apply accordingly. 

 

To understand the implication from the revenue‟s perspective, let us assume, that some 

undisclosed income pertaining to A.Y. 2014-15, of say 10 crores, is detected by the 

department in F.Y. 2016-17 ( say in December‟2016). Under normal provisions of Income Tax 

Act‟1961, as per Section 149, notice u/s 148 can be issued for A.Y. 2014-15 up to 31-03-2021. 

Assessment u/s147 shall be made for A.Y. 2014-15 and interest u/s 234B and 234C shall be 

levied, beginning from A.Y. 2014-15. 

 

However, following a strict interpretation of Section 197(c) of the Finance Act‟2016, it appears 

that the Income so escaped for assessment for A.Y. 2014-15 shall be deemed to be the 

Income of A.Y. 2017-18. Pursuant to it, department will lose significant interest since u/s 194( 

c) , the income is deemed to be the income of the current year as thus there is no question of 

levying interest w.e.f from the year in respect of which the Income escaped assessment. 

 

The issues discussed above needs logical and detailed clarification from the Government side 

for the success of the scheme. 

 

Disclaimer: The contents of this document are solely for informational purpose. It does not 

constitute professional advice or a formal recommendation. While due care has been taken in 

preparing this document, the existence of mistakes and omissions herein is not ruled out. 

 

 

CA MOHIT GUPTA 

B.Com(H),FCA,DISA 

9999008009 

ca.mohitgupta@icai.org 
 

 

mailto:ca.mohitgupta@icai.org
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A 15 minute journey to The Goods and Service Tax (GST)- The 

Major Tax Reform in Taxation Regime of India since 

Independence 

 

With passing of the 122nd Constitutional Amendment Bill earlier this month, 

India has moved as step closer to rolling out the much talked about the 

Goods and Service Tax regime. 
 

―GST is an important move to free the nation from tax terrorism, this can’t 

be seen as a victory of a party or a government, it is a win of democratic 

ethos of India and a victory of everyone”- Prime Minister Narendra Damodar 

Das Modi 
 

“We welcome the clearance of GST Bill in the Upper House and would 

like to congratulate the Government and the Opposition for 

constructively working hard towards building the consensus on the 

same for greater good of India”- Rajesh  
Agarwal, Co-Founder, Micromax Informatics 
 

“I am pleased that the Goods and Services Tax (GST) Bill was passed in 

the Rajya Sabha today. It is a positive development and I hope the 

Government will implement this long pending reform by April 1, 2017.”- 

Bhaskar Pramanik,  
Chairman, Microsoft India 
 

“From the consumer point of view, the biggest advantage would be in 

terms of a reduction in the overall tax burden on goods, which is 

currently estimated at 25 to 30 per cent”- FICCI 
 

…………………………………….. AND MANY MORE………………………. 

 

So let’s start our discussion too, let me assure you all that after the end of this 

journey we all will be able to discuss about the various impacts and basics for 

this major reform:- 
 
Starting from the very scratch:- 

Background:- 
 

From France to the rest of the world, the GST quickly spread and becoming what 

has been described as an unparalleled tax phenomenon. This is the most 

important event in the evolution of tax structure in last half of the 20th Century. 



September - 2016 NOIDA BRANCH NEWSLETTER 

13 
 

Thus due to the overwhelming popularity and its undeniable appeal in the pure 

form, GST has applied around the world to the different degrees. 
 

GST is considered as a major tax reform in India Taxation regime mainly because 

that, due to the GST both the cascading effects of the CENVAT and Service Tax 

removed with sett off and a continuous chain of sett off from the original 

producer’s point and the service provider’s point upto the retailer level will be 

established. 
 

Thus is nut shell, just pay GST at any level from Manufacturer to retailer and 

enjoy the sett off from any tax! (Any tax==NO VAT, NO CUSTOMS, NO EXCISE, 

NO SERVICE TAX, just only one tax i.e., GST) 
 
That means, in upcoming year, CA Final Exams for Indirect tax will have only one book, THE GST 

 

How Modi Government did felt the importance of the GST in 

INDIA? 

The essence of GST is not simply VAT plus Service Tax (Basic Custom Duty 

will continue to there under GST system) but an improvement over the 

previous system of VAT and disjointed Service Tax. 

 

To overcome various shortcoming in India Indirect taxation regime and 

making Indian Economy more vibrant and competitive, we need a change 

through the new GST regime. 

 

The aim of the New Taxation Regime can be seen as: 

o No cascading of taxes,


o Reduced compliance cost


o Seamless flow of credit


o Less wastage of time and efforts to comply


o Few number of taxes


o Transparent and corruption free


o Supportive to compete at domestic and international market


o Buoyancy in tax collection both central and state.


o Tax impact on inflation should be minimal.


GST in India will be a ―destination based consumption tax’ levied on goods and 

services consumed in Indian Economy, It will be leviable on each point of sale and 
provision of services which is called as a taxable supply. 

 

 
COMPONENTS OF GST 
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Beside the above two components there is one more aspect, which shall not be 

overlooked, i.e. the Integrated Goods and Service Tax (IGST), which is taxable on 

the Interstate supply of goods and services. The IGST will have again two sub 

components i.e. CGST and the SGST where the tax will be collected by the Centre 

and the State respectively., the Centre Government will be working as a clearing 

house agent for the sate and leads to the allocation of the taxes collected through 

IGST. 

 

Software development for the Goods and Service Tax 
 
Well if have one Tax covering all the Indirect taxes in our country why 

we shall not have single software covering the various compliances of different 

– different states. 

The Goods and Service Tax Network Limited a company limited by shares 

incorporated under section 25 of the Companies Act-1956 with the objective of 

“To provide information technology and communications related 

infrastructure and services to Government for smooth transitioning of the 

current indirect tax regime to the GST regime” 

and 

“To provide information technology and communications related 

services to various stakeholders for implementation and management 

of various initiatives, including e-governance initiatives like 

implementation of GST, taken by the Government or any department or 

agency of the Government”; 

has already commence the operations and working in this regard from the year 

2013. 

It means that even the government under UPA has sensed the upcoming tax 

reforms in India much before. 
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 Valuation under GST:- 

 
For the purpose of valuation of rules and as per the globally accepted 

practices the valuation of the supply under the Goods and Service Tax can be 

categorized under two categories 

1 General Valuation Rules :- The valuation rules will be applicable in 

all the cases where the consideration is wholly receivable in monetary 
terms i.e. wholly in cash , the formula for the same can be explained as 

 

 

 

 
 

 
 

 
 

Special Valuation Rules: - The valuation rules will be applicable in all the 
 
cases where the consideration is received in kind i.e. Barter System. In this cases 

the value of supply will be taken as Open Market Value minus the GST Chargeable 

 
 

 

What is 122
nd

 Constitution Amendment Bill and how 

tough it was to get through? 
1. Constitution amendment bills are referred to as those bills that are 

seeking to amend the Constitution of India.  
2. The constitution amendment bill are of three types – Bills that are passed 

by the Parliament by Simple Majority, Bills that have to be passed by the 

special majority as prescribed under the article 368(2) of the constitution of 

India.  
3. Bills that have to be passed by Parliament by the special majority as 

aforesaid and also to be ratified by not less than one-half of the State 

Legislatures.  
4. The amendments to the GST constitutional amendment bill scrapped an 

earlier decided upon 1% inter state levy, provided for compulsory 5 year 

compensation to state for the revenue losses from bringing in GST beside 

providing for dispute redressal mechanism to be set up the GST council. 
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5. The set of changes brought by the Govt to earlier bill, proposed amongst 

others to delete clause 18 of the original bill that intended to losses they 

―may” suffer due to a shift to the new regime.  
6. To give a greater specificity, the amendments now says parliament by 

law; shall compensate states as opposed to the earlier choice of the word 

―may”.  
7. The finance minister Arun Jaitely who plotted the bill also amended the 

clause 12, who dealt with dispute resolution between and among the centre 

and states. 
 
“ the goods and service tax council shall established a mechanism to 

adjudicate any dispute:- between the Government of India and one or 

more states, between the Government of India and any state or states on 

one side and one or more states on the other side and between two or 

more states.” 

 
So who are on the roll with the GST? 
 

Prospects of the Union government meeting its 1 April 2017 implementation 

deadline for the goods and services tax (GST) look bright as states across the 

political spectrum are moving swiftly to ratify the seminal tax reform. 
 

At least 11 states, including those governed by the Bharatiya Janta Party (BJP) 

and opposition political parties, are in the process of ratifying the legislation. 

This is over and above the three states—Assam, Bihar and Jharkhand—that 

have already done so. 
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Let us understand that why it is being said that Goods sold 

under GST regime is going to be cheaper:- 

A) Goods-Producer to Whole-
Seller Under VAT   Under GST (Rs.)  

 (Rs.)     

      

Cost of Production 100000/-  100000/-  

Add: Producers margin of profit 20000/-  20000/-  

Producers basic price 120000/-  1200000/-  
Add: Central Excise duty @ 8% 8000/-   NIL  

      
Add: Service   Tax   @   10%   on 

4000/- 

  NIL (Included in 

GST) 

 

Transportation & Job work paid    

Add: Value Added Tax @ 12.5% 16500/-   NIL  

Add: Central GST @ 12% NIL 14400/-  

Add: State GST @ 8% NIL 9600/-  
Total Price 148500/-  144000/-  

(B) Goods –Whole-Seller to 
Retailer      

Cost of goods to the Whole-seller 132000/-  120000/-  

Add: Profit margin @ 10% 13200/-  12000/-  

Total 145200/-  132000/-  
Add: Value Added Tax @ 12.5% 1650/-   NIL  

Add: Central GST @ 12% NIL 1440/-  

Add: State GST @ 8% NIL 960/-  
(C)   Goods-Retailer   to   Final      

Consumer      

Cost of goods to the Retailer 145200/-  132000/-  

Add: Profit margin @ 20% 29040/-  26400/-  
Total 174240/-  158400/-  

Add: Value Added Tax @ 12.5% 3630/-   NIL  

Add: Central GST @ 12% NIL 3120/-  

Add: State GST @ 8% NIL 2112/-  
Total Price to the final Consumer 177870/-  163632/-  

Tax  component  in  price  to  
Final      

Consumer 21780/-  31632/-  

Final Price ex-taxes 156090/-  132000/-  

 

The above example clearly demarcates, that Goods and Service Tax will not only 

be turn out to be goods and simplified Tax, but also leads to the fall in the final 

sale price of the goods to the ultimate consumer. 
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GST Rate Structure 

 
GST is expected to have a dual structure with multiple rates on goods at both the 

centre and state level. Officials said the two rates being considered are 8-10% for 
the lower slab and 16-18% for the higher slab. In addition states will levy a 1% on 

precious metalsand a list of exempted items. 
 

Purchase tax: Some of the States felt that they are getting substantial revenue 

from Purchase Tax and, therefore, it should not be subsumed under GST while 

majority of the States were of the view that no such exemptions should be given. 
 

Tax on items containing Alcohol: Alcoholic beverages would be kept out of the 

purview of GST. Sales Tax/VAT can be continued to be levied on alcoholic 
beverages as per the existing practice. In case it has been made Vatable by some 

States, there is no objection to that. Excise Duty, which is presently being levied 
by the States may not be also affected. 
 

Tax on Tobacco products: Tobacco products would be subjected to GST with ITC. 
Centre may be allowed to levy excise duty on tobacco products over and above 

GST without ITC. 
 

Tax on Petroleum Products: As far as petroleum products are concerned, it was 

decided that the basket of petroleum products, i.e. crude, motor spirit (including 
ATF) and HSD would be kept outside GST as is the prevailing practice in India. 

 
Taxation of Services : Both the Centre and the States will have concurrent power 

to levy tax on all goods and services. 

 
Impact of GST on Various Sectors 

 

Implications of GST on imports & exports 
Basic Custom Duty will continue to there under GST system. 

However, the additional custom duty in lieu of CVD /Excise and the 
Special Additional Duty (SAD) in lieu of sales tax/VAT will be 

subsumed in the import GST.The import of services will be subject to 
Central GST and State GST on a reverse charge mechanism. In other words, the 

GST will be payable by the Importer on a self declaration basis. Place of supply 
rules will determine which state will have the authority to get the tax. However, 

the taxes so paid will be available as Input Tax Credit and therefore it would be a 
revenue neutral. Exports, however, will be zero rated, meaning exporters of goods 

and services need not pay GST on their exports. GST paid by them on the 

procurement of goods and services will be refunded. 
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Impact on Pharma Industry 

 

The Indian Pharmaceuticals Industry (IPI), estimated turnover at 450 billion, ranks 

fourth globally in terms of volume and is amongst the largest producer of Pharma 

products in the world along with USA. Japan, Europe and China. The cutting edge 

that IPI enjoys over most other nations is the cost advantage, given that the cost 

of labour and overall production is lower in India as compared to other nations. To 

cite an example, the manufacturing cost of Pharma products in India is nearly half 

the cost incurred in the US. But the multistage taxation in the Pharma Industry i.e. 

Customs Duty on imports, Central excise duty on manufacture, Central Sales Tax 

(CST)/VAT on sale of goods. Service tax on provision of services and levies such 

as entry tax, Octoroi, cess by the State or Local municipal corporations/ 

municipalities is one of the key stumbling block in its progress. Levy of multiple 

taxes, loss of credit of tax paid, compliance and litigation cost associated with the 

present tax set up are causing problems to the Pharma Industry. 

 

Introduction of GST is a positive step and if implemented in the right spirit could 

result in reduction in transaction cost. The most visible and immediate impact of 

GST appears to be the proposed discontinuance of (Central Sales Tax (CST) levy. 

As on date, CST is a cost to Pharma manufacturers whenever they procure raw 

materials from outside their state and if sale is on inter-state basis. This is on 

account of the fact that CST paid in purchases cannot be set off against the local 

value added tax (VAT) liability of manufacturer/ dealer. Though, over the last 

couple of years CST rates have reduced from four to two percent, the said levy 

continues to be a cost to the manufacturers and traders dealing in interstate 

transactions. 

The phasing out of CST with the advent of GST could do away with the perennial 

issue of credit leakage on this front. 

 

Another evident impact of GST would be a definite re-look and review of the 

present warehousing strategies followed by the Pharma Industry. As it stands on 

date, most Pharma manufacturers maintain warehouses in different states to 

evidence movement of goods from one warehouse to another so as to save on the 

CST. Also, quite a few entities set up warehouses on hitherto attractive locations 

like Pondicherry or Daman as the CST rate at such locations were previously lower 

than the rate at such locations were previously lower than the rates prevalent in 

other states. Warehouses across various states and movement of goods thereof 

have been a nightmare to the Pharma Industry from the logistics perspective – not 



September - 2016 NOIDA BRANCH NEWSLETTER 

20 
 

to mention the increased compliance requirements and transaction costs. With 

GST in the anvil, Pharma manufacturers can set up warehouses for distribution at 

select strategic location without looking at the same tax planning options resulting 

in cost of operations. 

 

Currently, certain locations such as Himachal Pradesh, Uttranchal enjoy an excise 

tax holiday on their manufacturing activities. However, since the output is exempt 

the tax paid in inputs/capital goods tend to be a cost to the entitles located in such 

areas. Though, area based exemptions may not continue in the GST era, based on 

past experience of VAT and on a generic basis, it appears that the presently 

exempted units may be required to pay GST on their finished goods but, would be 

entitled to claim refund in order to ensure continuity of GST at every stage. By 

doing so, the credit chain remains intact and at the same time incentives already 

agreed by the Centre and the State Government for both Central and State Level 

GST is passed on to the manufacturers. Such a move would ensure that the 

various manufacturing hubs of the Pharma Industry in said areas continue 

manufacturing operations in such locations. 

 

Pharma goods attract excise duty at 4.12 percent whereas the Active 

Pharmaceuticals Ingredients (API), which are inputs for manufacture of Pharma 

products typically, attracts duty at 8.24 percent. The difference n duty rates of 

inputs vis-à-vis the finished goods has resulted in accumulation of differential 

Cenvat Credit for the manufacturers not engaged of export of Pharma goods. The 

Central Excise/Cenvat Credit legislation does not provide any mechanism for 

refund of such accumulated Cenvat credit. With the Central GST presumed to have 

a single rate for both goods and services, going forward accumulation of credit 

may cease to be an issue for the industry. It is not clear as on date whether the 

proposed GST will have transitional provisions to carry forward the unutilized 

accumulated Cenvat credit from the Central excise law to Central GST legislation 

and how the same would be implemented. 

 
Impact on Auto Industry 

 

The Auto Industry is sensitive to the changes in the economy as well 

as fiscal policy and is accepted as the barometer of economic well-being of a 

country. The imminent introduction of the goods and service tax (GST) replacing 

central excise duty, service tax, state value added tax (VAT) and central sales tax 

(CST) may change the way business is done today. 
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The Practice in this industry is to sell vehicles to a dealer network that sells as well 

as services the vehicles. More than 80% of the sales is generally outside the state 

of manufacture. The distribution of the vehicles may be by way of direct sales to 

dealers, currently subjected to CST or by stock transfers to depots and stockyards 

across the country. Both these models entail a tax cost, which gets embedded in 

the final price to the customers. Though the rate of CST cannot be set off by the 

dealer against his VAT liability. Similarly, though stock transfers are not eligible to 

tax, state VTA laws provide for retention or reduction of input tax 

credits.Currently, stock transfers do not attract any tax (other than the loss of 

input tax credit in the exporting state). It is possible GST would be applicable on 

all ‘supplies' including stock transfers. This would have its own challenges. The 

valuation of such stock transfers have to be tackled as there would be no sale 

value available to calculate tax. There could be significant cash flow issues as well. 

Special transition provisions will be required for the in-movement stock from 

factory to depot on the date of introduction of GST. 

 

Most of the new investments by auto companies have gone to the states that have 

offered most competitive tax incentives. Such incentives are largely in the form of 

subsidies/loan equal to the VAT/CST paid in the state govt. For instance, under the 

GST regime, the state of manufacture will not collect any existing incentives (in 

terms of CST exemption/deferral) can continue. Himachal Pradesh etc would also 

be effected. 

 

One of the reasons for auto component manufacturers to set up units close to OEM 

plants is to avoid breaking of the VAT credit chain. The removal of CST in the new 

regime would provide a new opportunity for consolidation of theses units into 

larger units, which would be good for economic efficiency of the sector as a 

whole.If the GST rate is fixed anywhere between 16-18% as being discussed 

currently, it may be a good news for the industry. The current effective rate works 

out to be more, particularly for the bigger cars, where the excise duty is higher. 
 

Let's hope GST is Good & Simplified Tax !!! 
 

 

CA Pankaj Goyal 

B.com(H), ACA, DISA, 

+91-9717580674 

capankajgoyal@outlook.com 

 

 

mailto:capankajgoyal@outlook.com


September - 2016 NOIDA BRANCH NEWSLETTER 

22 
 

 

 

 

 

 

 

 



September - 2016 NOIDA BRANCH NEWSLETTER 

23 
 

 

 
 

 
  

 
 

 
 

 
 

 
 

 
 

 

 
 

 
 

 
 

 
 

 
 

 
 

 

 

 
 

 
  

 


