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Weekly GST Communique

Recorded Certified Advanced GST Course - Bimal Jain
Course Highlights: Certificate of Participation will be Provided, Free GST Updates on E-mail,
WhatsApp, Telegram for 1 Year, Background Material and PPT will be Provided on downloadable
basis, Total 21 Recorded Sessions (60 Hours), will be available for 120 hours or 60 Days whichever
expires earlier.

For Registration: - https://cutt.ly/hxjl5Cu
For more details, Call us at: +91 8076563802 or E-Mail us at: info@a2ztaxcorp.com
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GST
Important Judgments, Ruling of the week
•

ITC available on CSR expenses as in the course of business

•

Bail Granted to accused arrested for availing ineligible ITC of Rs. 9 Crore

•

Challenge to ‘search action’ at business premises dismissed by High Court citing presence of ‘reason
to believe’

•

HC issued notice in writ challenging Rule 36(4) of the CGST Rules restricting ITC availment

•

Bombay HC stayed the demand notice seeking Service Tax from Advocate

•

No GST on delayed payment charges recovered from the client towards trading of securities

Important Notifications, Instruction, etc.
•

Use of Accounting Software having audit trail mandatory

•

Various matters to be included in Auditors Report

•

Urgent measures to sensitise trade in light of proposed changes to Section 46 of the Customs Act, 1962

•

Issuance of Import Authorization for ‘Restricted’ items from DGFT HQs w.e.f. March 22, 2021

•

ICAI released revised guidelines for networking of Indian CA firms, 2021

Press Release of the week
•

Special schemes to boost domestic demand

Important Updates of the week
•

Opting in for Composition Scheme for Financial year 2021-22

•

FAQs and User Manual w.r.t. opting in for Composition Scheme for F.Y. 2021-22

•

A list of GSTINs generating IRN has been issued by NIC

•

FM Nirmala Sitharaman: GST related matters are GST Council matters and not Ministry of Finance
matters alone

Our Articles of the week
•

Important GST compliances as on April 1, 2021

•

ITC related compliance as on March 31, 2021

•

Analyses and Reconciliation of GSTR 1, GSTR 2A, GSTR 3B etc., as on March 31, 2021
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Video of the week
•

E-Invoicing - Who and How to generate - Handholding and Demo || CA Bimal Jain

Income Tax
Important Notification, Circulars, etc.
•

CBDT notified new Income Tax Rules and Forms w.r.t. Trusts online registration

•

Clarifications on provisions of the Direct Tax Vivad se Vishwas Act, 2020

•

CBDT deferred GST and GAAR Reporting in Tax Audit Report till March 31, 2022

•

Instructions regarding handling of non-PAN cases flagged by the Directorate of Income-tax

Update of the week
•

CBDT has issued refunds of over Rs. 2,13,823 crore to more than 2.24 crore taxpayers between April
01, 2020 to March 22, 2021

[This space has been intentionally left blank]
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GST
Important Judgments, Ruling of the week
ITC available on CSR expenses as in the course of business

The Hon’ble AAR, Uttar Pradesh in the matter of M/S. Dwarikesh Sugar Industries Limited [Order No. 52,
dated January 22, 2020] held that expenses incurred towards Corporate Social Responsibility (“CSR”) by the
Company in order to comply with requirements under the Companies Act, 2013 (“Companies Act”) qualify
as being incurred in the course of business and therefore, eligible for Input Tax Credit (“ITC”) in terms of the
Section 16 of the Central Goods and Services Tax Act, 2017 (“CGST Act”).
Facts:
M/s. Dwarikesh Sugar Industries Limited, (“the Applicant”) is a Company engaged in the business of
manufacture and sale of sugar and allied products. In order to comply with the CSR norms in terms of Section
135 of the Companies Act, the Applicant undertakes certain activities and in order to undertake the CSR
activities, the Applicant procures various goods and services on which GST is charged by the supplier.
Issues:
•

•
•

Whether expenses incurred by the Company in order to comply with requirements of CSR norms
under the Companies Act, qualify as being incurred in the course of business and eligible for ITC in
terms of the Section 16 of the CGST Act?
Whether free supply of goods as a part of CSR activities is restricted under Section 17(5)(h) of CGST
Act?
Whether goods and services used for construction of school building which is not capitalized in the
books of accounts is restricted under Section 17(5)(c) / Section 17(5)(d) of CGST Act?

Held:
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The Hon’ble AAR, Uttar Pradesh in Order No. 52, dated January 22, 2020 held as under:
•

•

•

•
•

Afrer analysing the provision of Section 135 of the Companies Act and observed that any Company
who meets the criteria for CSR is mandatorily required to incur in CSR activities to be in compliant
with the Companies Act, and non-compliance of these provisions may lead to business disruptions.
Further observed that, the term “Gift' has not been defined under the CGST Act, however in common
parlance, gift is provided to someone occasionally, without consideration and which is voluntary in
nature.
Agreed that a clear distinction needs to be drawn between goods given as 'gift' and those provided /
supplied as a part of CSR activities. While the former is voluntary and occasional, the later is obligatory
and regular in nature. CSR expenses incurred by the Applicant have been mandated under the
Companies Act. It is the Applicant's obligation to incur such expenses in order to be in compliant with
the law.
Noted that, the Applicant is compulsorily required to undertake CSR activities in order to run its
business and accordingly, it becomes an essential part of his business process as a whole. Therefore,
the CSR activities are to be treated as incurred “in the course of business”.
Held that, since CSR expenses are not incurred voluntarily, accordingly, they do not qualify as 'gifts'
and therefore, its credit is not restricted under Section 17(5) of the CGST Act.
Further held that, Section 17(5)(c) and Section 17(5)(d) of the CGST Act, has specifically restricted the
ITC on construction / work contract service to the extent of capitalization. Accordingly, the ITC of
goods and services used for construction of school building will not be available to the Applicant to
the extent of capitalization.

Bail Granted to accused arrested for availing ineligible ITC of Rs. 9 Crore
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The Hon’ble Bombay High Court in Sunil Kumar Jha and Akshay Chhabra v. Union of India & Ors. [Writ
Petition (ST) No. 5484 of 2021 & Writ Petition (ST) No. 5486 of 2021, decided on March 11, 2021] granted
bail to the accused arrested under Section 69 of the CGST Act for committing offence of availing ineligible
ITC of INR 9,04,89,054 and issued notice to the revenue department. Held that the arrest made without any
formal accusation and continued detention for alleged fake ITC availment, would not be justified when
accused is cooperating in investigation.
Facts:
Akshay Chhabra (“the Petitioner No. 2”) is the Chairman cum Managing Director and Sunil Kumar Jha (“the
Petitioner No. 1”) is the Chief Financial Officer of One Point One Solutions Ltd. (“the Petitioner Company”)
that is engaged in the business of providing business process outsourcing (“BPO”) services to various clients
covering a range of services from customer support to consultancy services, to healthcare and retailing etc.
On various occasions a search and seizure operations were conducted by the officers of the Revenue
Department (“Respondents”) at office premises of the Petitioner Company as well as in the residential
premises of the Petitioner No. 2. Subsequently, the bank account of the Petitioner Company was attached,
and various documents were seized during the operation.
It is alleged by the Petitioners that the employees of the Petitioner Company including female staff were not
allowed to go home during the search operation. It is stated that Petitioners brought to the
notice of Respondent the harassment meted out to the employees notwithstanding full cooperation
rendered by the Petitioner Company and by the Petitioners to the respondentsOn February 16, 2021, both
the Petitioners were arrested under Section 69 of the CGST Act and were produced before the Court of
Judicial Magistrate First Class, Vashi at Belapur that allowed remand application filed by Respondents and
sent the Petitioners to judicial custody for 14 days. Though a bail application was made on behalf of the
Petitioners, the same was ultimately rejected by order dated March 03, 2021.
The Petitioner Company and some of its officials including directors have filed a writ petition before the
Hon’ble Bombay High Court being Writ Petition (ST) No. 4557/2021 wherein the Court vide order dated
February 25, 2021 had issued notice and directed that no coercive action shall be taken against the officials
who had moved this Court though they would cooperate with the investigation. It was further recorded that
the allegations against the Petitioners is that they have committed the offence of availing ineligible ITC to
the extent of INR 9,04,89,054.00 by using fake invoices i.e. without actual supply of goods or services. It was
also noted that out of the alleged availing of ineligible ITC of slightly more than INR 9 crores and the
Petitioner Company had deposited more than INR 4.80 crores which is more than 50% of the alleged dues.
Aggrieved by the arrest and continued detention of the Petitioners, these writ petitions have been filed.
Issue:
Whether the continued detention of the Petitioners is legal, valid and justified?
Held:
The Hon’ble Bombay High Court in Writ Petition (ST) No. 5484 of 2021 & Writ Petition (ST) No. 5486 of 2021,
decided on March 11, 2021 held as under:
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Observed that, there is no significant discrepancy in the statement of the Petitioners as recorded by
the Respondents. Further, any instance of the Petitioners tampering with documents or trying to
influence any witness being brought on record is not found. Merely saying or apprehending that in
future they may tamper with evidence or induce any witness as observed by the learned Magistrate
cannot be a justification to deny bail.
Noted that the maximum sentence that can be imposed upon conviction for committing an offence
under Section 132(1)(b) and Section 132(1)(c) of the CGST Act is imprisonment for five years and with
fine. Analysed Section 167(2)(a)(ii) of the Code of Criminal Procedure, 1973 (“Cr.P.C.”) and stated
that it makes clear that a person cannot be kept in detention beyond a total period of 60 days where
investigation relates to an offence punishable for imprisonment for a term of not less than 10 years
and the same is not completed.
Stated that, in the present case, prayer made by the Respondents is for remand of the Petitioners to
judicial custody for 60 days though in the penultimate paragraph, it was overwritten to 14 days but
without initials. This only indicates the manner in which the Respondents have proceeded in the
matter whereby the process of detention itself is sought to be converted into a penalty.
Further noted that, Petitioner Company has made a payment of INR 4,80,58,988 till date and have
made a statement that the Petitioner Company would be bound to pay whatever amount is found
due and payable upon investigation and adjudication subject to their right of appeal.
Relied on its order in Daulat Samirmal Mehta v. UOI and Ors. [Writ Petition No. 471 of 2021, decided
on February 15, 2021] to hold that both the Petitioners are in detention since February 16, 2021
without any formal accusation therefore, continued detention of the Petitioners would not at all be
justified.
Issued the following directions:

a) Issued notice to the Respondents;
b) Petitioners shall execute a personal bond each for an amount of INR 50,000/- before the Jail
Superintendent;
c) Directed the Jail Superintendent to ensure that this order is complied with forthwith;
d) Upon release, Petitioners to furnish surety of INR 5,00,000 each in Remand Application before the Judicial
Magistrate on March 12, 2021;
e) Petitioners to furnish one solvent surety each of the like amount before the said authority within six weeks
of their release;
f) Petitioners shall cooperate in the investigation and shall not make any attempt to interfere with the
ongoing investigation;
g) Petitioners shall not tamper with any evidence or try to influence or intimidate any witness;
h) Petitioners shall deposit their passports before the Judicial Magistrate.
Our Comments:
To know more, kindly watch “Fake Invoice & Fake Credit: Cautions and Implications” by CA Bimal
Jain- https://youtu.be/W5uHGH2Jn38
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Challenge to ‘search action’ at business premises dismissed by High Court citing presence of ‘reason to
believe’

The Hon’ble Delhi High Court in RCI Industries and Technologies Ltd. v. Commissioner DGST Delhi & Ors. [
W.P.(C) 121/2021 decided on January 7, 2021] dismissed the writ application filed to impugn the search
action at the business premises on the ground that there are ‘reasons to believe’ to inspect and search the
business premises by the GST Authorities (“the Respondents”) as per Section 67 of the Delhi Goods and
Service Tax Act, 2017 (“DGST Act”).
Facts:RCI Industries and Technologies Ltd. (“the Petitioner”) is registered under the DGST Act functioning from its
unit in Delhi and has its warehouse in Delhi.
There was a search conducted at the business premises and the warehouse of the Petitioner by the
Respondents and they asked the Petitioner to produce the books of accounts for the period from 2017-18 to
2020-2021.
The Petitioner stated that he has been subjected to harassment at the hands of the Respondents who have
searched them numerous times. The Petitioner has responded to the summons issued in this regard,
pursuant whereto statement of the Petitioner’s director was also recorded. The last search was conducted
by the Respondents on March 7, 2020 at the director’s residence.
This search action was challenged by the Petitioner in W.P.(C) No. 7145/2020 dated March 18, 2020 before
the Hon’ble Punjab and Haryana High Court. The said challenge was successful and consequently the search
action and the panchnama dated were quashed.
Now, the Respondents have again conducted search.
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Petitioner’s Contention:•
•

•
•

That the Petitioner was forced to accept the admit the tax liability and was pressurized to make
payment of tax and interest under the Form DRC-03.
That the search was conducted in the absence of two independent witnesses and their signatures
were not recorded as mandated under Section 67(10) of the DGST Act read with Section 165(4) and
100(4) of the Code of Criminal Procedure, 1973 which would declare the search as null and void.
No parallel enquiry under the same issue can take place under Section 5 and Section 6 of the DGST
Act.
The reasons to believe for carrying out search was not in accordance with Section 67(2) of the DGST
Act.

Respondent’s Contention:That the search conducted is valid and within the confines of the law on the basis of the following:
•
•
•

•

The officers who have visited the business premises of the Petitioner were duly authorized and
competent to carry out the search.
The Respondents had submitted the recorded reasons to believe in terms of Section 67 of the DGST
Act to justify the action in the Court.
Further, during the search action no independent witnesses were available to witness the statement
of the Petitioner, the search was still valid on the basis of three judgements being State Of Punjab v.
Wassan Singh And Ors [(1981) 2 SCC 1]; Sahib Singh v. State of Punjab [(1996) 11 SCC 685] and
Kalpnath Rai v. State (Through CBI) [(1997) 8 SCC 732].
Furthermore, clarified that there was no parallel investigation being carried on by the Respondents.
The notice issued on September 30, 2020 required documents for the period from 2017-18 to 202021 but issued show cause notice for 2017-18 to 2018-19 and the notice issued on November 16, 2020
was confined to 2020-21.

Issue:Whether the search action taken by the Respondents on the business premises of the Petitioner is legal?
Held:The Hon’ble Delhi High Court in W.P.(C) 121/2021 decided on January 7, 2021 held as under:
Statement made during the search
•

The Court noted that no recovery has been made during the search. Further, the statement where
the Petitioner has accepted the tax liability at the time of the search has not been retracted till date
and the Petitioner has not given any convincing explanation for the same. Thus, the present petition
is an attempt to wriggle out of the commitment made in the statement by the Petitioner during the
search action and the Court cannot permit the Petitioner to take recourse to challenging the search
proceedings in an endeavour to withdraw the apparent admissions made in the said statement.

Parallel proceedings
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Noted that the notice issued on September 30, 2020 required documents for the period from 201718 to 2020-21 but issued show cause notice for 2017-18 to 2018-19 and the notice issued on
November 16, 2020 was confined to 2020-21.
It was opined that the Petitioner would be at liberty to take action to impugn in case the action of
the State and Central Authorities was overlapping. It was asserted that there are no guidelines
prescribed in the DGST Act or Rules regarding cross-empowerment of the Central and State
Authorities.
The reference to the letter issued by the Central Board of Indirect Taxes and Customs (“CBIC”) dated
October 5, 2018 as well as letter issued by CBIC dated June 22, 2020 was made to state that if an
officer of the Central GST initiates intelligence-based enforcement action against a taxpayer
administratively assigned to State GST, then the officers of the Central GST would themselves take
the case to its logical conclusion and would not transfer the said case to their counterparts in the
State GST.

Absence of the two independent witnesses
•

•

Noted that there is no panchnama on record. Further, stated that no specific provision was shown
that deals with recording of statement in search action regarding the absence of the two independent
witnesses. The only relevant section is Section 70 of the DGST Act, which does not entail signatures
of witnesses.
The absence of signatures does not manifest an absence of delegation of power in favour of the team
which conducted the search action. Further, the provisions of the Delhi Value Added Tax Act, 2004,
also cannot render the proceedings as illegal.

Presence of ‘reason to believe’
•

The Court can interfere and hold the exercise of power to be bad in law only if the grounds on which
reason to believe is founded have no rational connection between the information or material
recorded; or are non-existent; or are such on which no reasonable person can come to that belief.
The reasons to believe recorded by the Respondents demonstrate that they had the reasons, as per
Section 67(2) of the DGST Act, to carry out the search. Applying the test of reasonable man, the High
Court cannot say that there is no application of mind while issuing search warrant. Thus, did not
countermand the action taken against the Petitioner and disposed off the petition.

[This space has been intentionally left blank]
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HC issued notice in writ challenging Rule 36(4) of the CGST Rules restricting ITC availment

The Hon’ble Gujarat High Court, in M/s Surat Mercantile Association v. Union of India [R/Special Civil
Application No. 13289 of 2020 with Civil Application No. 1 of 2020 in R/Special Civil Application No. 13289
of 2020, decided on December 18, 2020] issued notice to the revenue department with respect to the writ
challenging constitutional validity of Rule 36(4) of the Central Goods and Services Tax Rules, 2017 (“CGST
Rules”).
Facts:
Surat Mercantile Association (“the Petitioner”) in this writ petition seek to challenge the validity of sub-rule
(4) of the Rule 36 of the CGST Rules on the ground that, the same is arbitrary, irrational and therefore,
violative of Article 14 of the Constitution of India.
The Petitioner argued that Rule 36(4) of the CGST Rules speaks to restrict the ITC to a buyer of goods and
services on the basis of the details of the outward supply furnished by the supplier of the goods and services
or on the basis of the common portal. Further, the same is unconstitutional being contrary to the scheme of
the CGS Act. Furthermore, Rule 36(4) of the CGST Rules puts an onerous and impossible burden on the buyer
of the goods and service to ensure that the supplier of goods and services does in fact upload the details of
the outward supplier on the common portal and if the supplier fails to do so, the buyer has to face the risk
of the ITC being blocked or kept in suspension.
Issue:
Whether the Rule 36(4) of CGST Rules is arbitrary, irrational and violative of Article 14 of the Constitution of
India?
Held:
The Hon’ble Gujarat High Court, in R/Special Civil Application No. 13289 of 2020 with Civil Application No.
1 of 2020 in R/Special Civil Application No. 13289 of 2020 on December 18, 2020 issued a notice to the
Contact us at: info@a2ztaxcorp.com
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revenue department, returnable on February 12, 2021 (now listed for hearing on April 23, 2021), be served
by email over and above the regular service through the Court.
Our Comments:
Similar writ petitions have been filed which are pending before the Hon’ble Rajasthan High Court in Gr
Infraprojects Limited v. Union of India [D.B. Civil Writ Petition No. 6337/2020 dated August 05, 2020],
before the Hon’ble Calcutta High Court in M/s. LGW Industries Limited & anr. v. Union of India & ors. [W.P.A.
92 of 2020, dated December 14, 2020] and before the Hon’ble Gujarat High Court in M/s Society for Tax
Analysis And Research v. Union of India [R/Special Civil Application No. 19529 of 2019, dated, November
14, 2019] wherein the Court has issued notice to government, in case of Rule 36(4) of the CGST Rules, which
places a restriction on availment of ITC @20%/10%/5% (as amended from time to time) over and above
amount reflected in GSTR 2A, despite having valid tax invoice.
It is to be noted that, the condition imposed by Rule 36(4) of the CGST Rules is not under the control of the
recipient and hence can be said to be a condition which is impossible to be fulfilled by the recipient and
thereby not requiring compliance.
Further, capping of provisional ITC brings an incumbent task of regularly matching ITC details of taxpayers
with those appearing in his GSTR-2A. Furthermore, any gaps may have to be resolved with constant followups with the suppliers. Also, it is likely to impact the working capital for many dealers.
Furthermore, amendment has been proposed vide Clause No. 100 of the Finance Bill, 2021 to insert the new
clause ‘(aa)’, after clause (a), in Section 16(2) of the CGST Act, that provides an additional requirement to
claim ITC based on GSTR-2A and newly introduced GSTR-2B, i.e., ITC on invoice or debit note can be availed
only when details of such invoice/debit note have been furnished by the supplier in the statement of outward
supplies (GSTR-1) and such details have been communicated to the recipient of such invoice or debit note.
This amendment has been proposed to avoid the unnecessary litigation and writ petitions challenging the
validity of Rule 36(4) of the CGST Rules (as seen above).
To know more, kindly watch “Any Relevance of GSTR 2A/ 2B or Rule 36(4) for availing GST Credit - Budget
2021” by CA Bimal Jain- https://www.youtube.com/watch?v=dMeA0CsRKew&t=226s
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Bombay HC stayed the demand notice seeking Service Tax from Advocate

The Hon’ble Bombay High Court in Sanjiv Madhusudan Shah v. Assistant Commissioner of Central and
Service Tax and ors. [Writ Petition (L) No. 646 of 2021 dated January 12, 2021] has stayed a demand notice
issued, seeking to levy service tax upon an Advocate.
Facts:Sanjiv Madhusudan Shah (“the Petitioner”), who is an Advocate by profession vide this writ petition has
challenged the to show cause cum demand notice dated December 28, 2020 (“SCN”), issued to the
Petitioner by the Assistant Commissioner of Central Goods and Services Tax (“CGST”), Mumbai West, seeking
to levy service tax upon the Petitioner for the financial year 2014-15.
The Petitioner submitted that the Central Government has issued several exemption notifications whereby
services provided by an individual as an advocate or as a partnership firm of Advocates by way of legal
services are exempt from the charge of Service Tax. That apart, there is a provision for recovering Service
Tax from the service recipient. Ignoring the same, the show cause cum demand notice has been issued
mechanically.
Issue:
Whether service tax can be levied on an Advocate?
Held:
The Hon’ble Bombay High Court in Writ Petition (L) NO. 646 of 2021 dated January 12, 2021 issued notice
to the Assistant Commissioner returnable in eight weeks for seeking response on the matter. Further, as an
interim measure granted stay of the SCN until further orders.
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No GST on delayed payment charges recovered from the client towards trading of securities

The Hon’ble AAAR, Uttar Pradesh in the matter of SPFL Securities Ltd. [Order No. 06/AAAR/18/4/2019,
dated April 18, 2019] held that Goods and Services Tax (“GST”) is not liable to be paid on delayed payment
charges recovered from the client towards trading of securities upon payment made by them beyond the
time stipulated by the stock exchange and SEBI and for which payment is deducted by the stock exchange
from the broker’s account.
Facts:
M/s. SPFL Securities Limited (“the Appellant”) is engaged primarily in the business of providing service of
stock broking i.e., purchasing and selling of shares on behalf of the clients on exchange platform by virtue of
being a recognized BSE/NSE appointed stock broker.
The Appellant submitted application for Advance Ruling dated October 20, 2018, before the Hon’ble AAR,
Uttar Pradesh for taxability on delayed payment charges on reimbursement of amount by client to Appellant,
where client failed to pay amount paid to Stock Exchanges for purchase of securities with T+1 (trading day
plus one day) under SEBI Regulation norms and the amount was deducted by Stock Exchanges from the
Appellant’s account being purchase consideration of securities which are neither goods nor service under
GST. Whereas, the Hon’ble AAR, Uttar Pradesh vide Advance Ruling Order No. 18, dated December 14, 2018
held that Appellant is liable to pay GST on the delayed payment of charges which are overdue from the client
towards trading of securities and reimbursed to them.
Being aggrieved with the abovementioned Order, this appeal application has been filed.
Contact us at: info@a2ztaxcorp.com
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Issue:
Whether GST is payable on delayed payment charges collected by Appellant if a client makes delay in
reimbursing the expense to the Appellant and the Appellant charges a certain amount on delay of such
reimbursement of expense, for securities purchased for the client?
Held:
The Hon’ble AAAR, Uttar Pradesh in Order No. 06/AAAR/18/4/2019, dated April 18, 2019 held as under:
•

•

•

•

Noted that, payments to Stock Exchange, for purchase of securities, where payment are not made by
clients for purchase of securities on the Stock Exchange, as per SEBI regulations, stock exchange
debits account of the Broker against said purchases. Failing which the business of brokers stands shut
by stock exchange under its regulations by closing trading terminal of the stock broker. Client
reimburse the said amount to broker with charge for delayed payment. In this case, any amount
which is overdue from the client towards trading or on account of any other reason to the broker will
be charged from the client at the rate of 18% P.A.
Observed that the nature of the delayed payment charges are purely a deferment of liability only
which arose since the payment was not made within the stipulated period of time by the client to the
Stock Exchange for purchase of Securities.
Noted that, since the service of buying and selling of securities which is exempted under GST, as per
the definitions of 'goods' and 'services' under the Section 2(52) and 2(102) of the CGST Act, the
corresponding delayed payment charges which are also linked to the above service of trading of
securities should also stand exempt under GST.
Held that the Appellant is not liable to pay GST on the delayed payment charges on reimbursement
of amount by client to Appellant, where client failed to pay amount paid to Stock Exchange for
purchase of securities with T+1 (trading day plus one day) under SEBI Regulation norms and the
amount was deducted by Stock Exchange from the Appellant’s account being purchase consideration
of securities which are neither goods nor services under CGST Act.
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Important Notifications, Instruction, etc.
Use of Accounting Software having audit trail mandatory

The MCA vide Notification No. G.S.R. 205(E), dated March 24, 2021 has issued ‘Companies (Accounts)
Amendment Rules, 2021’ to further amend to amend the Companies (Accounts) Rules, 2014, in a following
manner:
•

Mandatory use of Accounting Software having Audit Trail:

Inserted proviso in Rule 3(1) of the Companies (Accounts) Rules, 2014 for the financial year commencing on
or after April 1, 2021, every company shall use only such accounting software which has a feature of
recording audit trail of each and every transaction and ensure that the audit trail cannot be disabled.
Rule 3(1) of the Companies (Accounts) Rules, 2014 now reads as under:
“3. Manner of books of account to be kept in electronic mode.(1) The books of account and other relevant books and papers maintained in electronic mode shall remain
accessible in India so as to be usable for subsequent reference.
Provided that for the financial year commencing on or after the 1st day of April, 2021, every company which
uses accounting software for maintaining its books of account, shall use only such accounting software which
has a feature of recording audit trail of each and every transaction, creating an edit log of each change made
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in books of account along with the date when such changes were made and ensuring that the audit trail
cannot be disabled.”
•

Matters to be included in Board’s report:

Inserted clause (xi) and (xii) in Rule 8(5) of the Companies (Accounts) Rules, 2014 stating that the report by
Company‘s Board of directors of the shall also contain the details of application/proceeding pending under
the Insolvency and Bankruptcy Code, 2016 and the details of difference between amount of the valuation
done at the time of one time settlement and the valuation done while taking loan from the Banks or Financial
Institutions along with the reasons thereof.
Rule 8(5)(xi) and (xii) of the Companies (Accounts) Rules, 2014 now reads as under:
“8. Matters to be included in Board’s report.(5) In addition to the information and details specified in sub-rule (4), the report of the Board shall also contain
–
(xi) the details of application made or any proceeding pending under the Insolvency and Bankruptcy Code,
2016 (31 of 2016) during the year alongwith their status as at the end of the financial year.
(xii) the details of difference between amount of the valuation done at the time of one time settlement and
the valuation done while taking loan from the Banks or Financial Institutions along with the reasons thereof.”
The above Notification will come into force with effect from April 1, 2021.
The
Notification
can
be
at: http://mca.gov.in/Ministry/pdf/AccountsAmendmentRules_24032021.pdf

accessed
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Various matters to be included in Auditors Report

The MCA vide Notification No. G.S.R. 206(E), dated March 24, 2021 has issued the ‘Companies (Audit and
Auditors) Amendment Rules, 2021’ to further amended the Rule 11 of the Companies (Audit and Auditors)
Rules, 2014, that deals with the other matters to be included in auditors report, in a following manner:
•

•
•
•
•
•

Omitted sub-clause (d) From Rule 11 ibid- Requirement of reporting of requisite disclosures by
Company in its financial statements as to holdings as well as dealings in Specified Bank Notes during
the period from November 8, 2016 to December 30, 2016.
Inserted sub-clause (e)(i) From Rule 11 ibid- Reporting of the funds that have been advanced or
loaned or invested by the company, other than those disclosed in notes to accounts.
Inserted sub-clause (e)(ii) From Rule 11 ibid- Receiving of funds for further lending or investing other
than those disclosed in notes to accounts.
Inserted sub-clause (e)(iii) From Rule 11 ibid- Reporting by auditor that nothing has come to their
notice that has caused them to believe that the representations contain any material mis-statement.
Inserted sub-clause (f) From Rule 11 ibid- Dividend declared or paid during the year by the company
is in compliance of Section 123 of Companies Act, 2013 (“Companies Act”)
Inserted sub-clause (g) From Rule 11 ibid- Reporting of Company’s usage of accounting software
having feature of recording audit trail and other requirements therein for maintaining books of
account

Rule 11 of the Companies (Audit and Auditors) Rules, 2014, now reads as under:
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“11. Other matters to be included in auditors report.- The auditor’s report shall also include their views and
comments on the following matters, namely:(a) whether the company has disclosed the impact, if any, of pending litigations on its financial position in its
financial statement;
(b) whether the company has made provision, as required under any law or accounting standards, for material
foreseeable losses, if any, on long term contracts including derivative contracts;
(c) whether there has been any delay in transferring amounts, required to be transferred, to the Investor
Education and Protection Fund by the company.
(e) (i) Whether the management has represented that, to the best of it’s knowledge and belief, other than as
disclosed in the notes to the accounts, no funds have been advanced or loaned or invested (either from
borrowed funds or share premium or any other sources or kind of funds) by the company to or in any other
person(s) or entity(ies), including foreign entities (“Intermediaries”), with the understanding, whether
recorded in writing or otherwise, that the Intermediary shall, whether, directly or indirectly lend or invest in
other persons or entities identified in any manner whatsoever by or on behalf of the company (“Ultimate
Beneficiaries”) or provide any guarantee, security or the like on behalf of the Ultimate Beneficiaries;
(ii) Whether the management has represented, that, to the best of it’s knowledge and belief, other than as
disclosed in the notes to the accounts, no funds have been received by the company from any person(s) or
entity(ies), including foreign entities (“Funding Parties”), with the understanding, whether recorded in writing
or otherwise, that the company shall, whether, directly or indirectly, lend or invest in other persons or entities
identified in any manner whatsoever by or on behalf of the Funding Party (“Ultimate Beneficiaries”) or provide
any guarantee, security or the like on behalf of the Ultimate Beneficiaries; and
(iii) Based on such audit procedures that the auditor has considered reasonable and appropriate in the
circumstances, nothing has come to their notice that has caused them to believe that the representations
under sub-clause (i) and (ii) contain any material mis-statement.
(f) Whether the dividend declared or paid during the year by the company is in compliance with section 123
of the Companies Act, 2013.
(g) Whether the company has used such accounting software for maintaining its books of account which has
a feature of recording audit trail (edit log) facility and the same has been operated throughout the year for
all transactions recorded in the software and the audit trail feature has not been tampered with and the audit
trail has been preserved by the company as per the statutory requirements for record retention.”
The above Notification will come into force with effect from April 1, 2021.
The
Notifications
can
be
at: http://mca.gov.in/Ministry/pdf/AuditAuditorsAmendmentRules_24032021.pdf

accessed
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Urgent measures to sensitise trade in light of proposed changes to Section 46 of the Customs Act, 1962

The CBIC vide Instruction No. 05/2021-Customs dated March 24, 2021 issued the urgent measures to
sensitise trade in light of proposed changes to Section 46 of the Customs Act, 1962.
Kind reference is invited to the proposed amendments in Section 46 of the Customs Act, 1962 introduced
through the Finance Bill, 2021 [clause 84 of the Bill].
Subject to passing of Finance Bill, 2021 by the Parliament of India, these changes in Section 46 would facilitate
pre-arrival processing and assessment of Bills of Entry (BE) by mandating their advance filing thus leading to
significant decrease in the Customs clearance time. The amended Section 46 would require an importer to
file a BE before the end of the day (including holidays) preceding the day of arrival of the
vessel/aircraft/vehicle carrying the imported goods at a Customs port/station at which such goods are to be
cleared for home consumption or warehousing.
The proposed amendments in Section 46 also empower the Board to prescribe different time limits for filing
of BE in certain cases, but not later than the end of the day of arrival of the vessel/aircraft/vehicle at the
Customs port/station. Trade has represented for a relaxation so as to prescribe a different time line for filing
of Bills of Entry in respect of imports at Land Customs Stations and airports, imports consigned from
neighbouring countries, which arrive by short-haul vessels citing practical difficulties that may arise in filing
of the BE before the end of the day (including holiday) preceding the day of arrival of the
vessel/aircraft/vehicle carrying the imported goods at a Customs port/station. Board is considering the same.
However, any relaxation, that is found merited can be notified only after the proposed amendment to
Section 46 comes into effect.
It may be noted that the aforementioned changes would be a distinct departure from the present legal
provision that allows the filing of a BE even after the arrival of the vessel/aircraft/vehicle. Therefore, it is of
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utmost importance that the trade/Customs Brokers etc. are alerted to be ready for the change, which would
come into force shortly with the enactment of the Finance Bill, 2021. Hence, Board requests all the field
formations to issue suitable Public Notices/Trade Notices urgently to sensitize the trade so as to avoid
inconvenience and disruptions.
Board would shortly issue a detailed clarificatory circular on the subject, once the Finance Bill, 2021 is
enacted.
The Instruction can be accessed at: https://www.cbic.gov.in/resources//htdocs-cbec/customs/csinstructions/cs-instructions-2021/cs-ins-05-2021.pdf
Issuance of Import Authorization for ‘Restricted’ items from DGFT HQs w.e.f. March 22, 2021

The DGFT issued Trade Notice No. 47/2020-21 dated March 23, 2021 for issuance of Import Authorization
for ‘Restricted’ items from DGFT HQs w.e.f. March 22, 2021.
Reference is invited to Trade Notice No. 49 dt. 15.03.2019 vide which a new module for filing online
applications to DGFT (HQ) was made operational from 18.03.2019.
As part of IT Revamp of its exporter/importer related services, this Directorate now introduces a new online
module for filing of electronic, paperless applications for import authorizations with effect from
22.03.2021. All applicants seeking import authorization for restricted items may apply online by navigating
to the DGFT website (https://www.dgft.gov.in) > Services — > Import Management Systems — > License for
Restricted imports.
Accordingly, applications for import authorization will need to be submitted online as per the above link
directly to DGFT(HQ) with effect from 22.03.2021 and import authorizations for restricted items would be
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issued from DGFT HQ, Udyog Bhawan, New Delhi with effect from 22.03.2021. It may further be noted that
all pending applications have been migrated to this new system and will be processed suitably at DGFT(HQ).
In case of requests for revalidation or amendment of import authorizations issued prior to 22.03.2021, the
said applications may be submitted directly to the concerned RA of DGFT for suitable action. RA may amend
such authorizations manually as per the earlier procedure of re-validation/amendment.
For re-validation or amendment of such authorizations issued on or after this date, applications would be
required to be submitted electronically to DGFT(HQ). Original Copies of the authorization would be required
to be presented to DGFT(HQ) for re-validation/amendment endorsements.
For any help and guidance on this new process, the Help manual & FAQs may be accessed on DGFT Website
-> Learn — > Application Help & FAQs.
For any further assistance, any of the following channels may be assessed :—
1. Raise a service request ticket through the DGFT Helpdesk Service under `Complaints & Suggestions’
2. Call the DGFT Toll-free-Helpline number
3. Send an email to the Helpdesk on dgftedi@gov.in
The Trade Notice can be accessed at: https://content.dgft.gov.in/Website/dgftprod/059072b1-7509-4b6a8032-ea46a5fb604b/TN%2047%20dt%2023-03-2021.pdf
ICAI released revised guidelines for networking of Indian CA firms, 2021

Contact us at: info@a2ztaxcorp.com

22

A2Z Taxcorp LLP

March 29, 2021

The Institute of Chartered Accountants of India (ICAI) released the revised Guidelines for Networking of
Indian CA firms, 2021.
1. Preamble
1.1 Over the years, our Members have adopted different models of practice viz.
•
•
•
•
•

Practice in individual name
Practice as a sole proprietary firm
Practice as a partnership / Limited Liability Partnership firm
Merger of two or more firms
Network firms

1.2 All the above forms of practice are recognised by the ICAI.
1.3 Amongst the above, networking is generally considered as the most effective platform for capacity
building. It facilitates multi locational presence of the firm, strengthening partnerships and enhanced
functioning of the CA firms. Though Members are at liberty to adopt any form of practice as they choose, it
is overwhelmingly felt that to see exponential growth of one’s practice, Networking is one of the preferred
choices.
1.4 In this context, the Council of ICAI issued Network Guidelines for the first time in the year 2005 and
thereafter, the same was revised by the Council in the year 2011.
1.5 Members may note that the Council, at the present, is focussing on revision in Networking guidelines in
order to enable the Indian CA firms to develop a sound Network of Firms, and after a gestation period, move
towards allowing foreign firms to join the Indian CA networks. Therefore, this paper is limiting itself to
networking amongst domestic CA firms only. At a later stage, the Council may consider further modifications
in the present Networking Guidelines so as to pave way for Indian CA Networks to enter into networking
arrangement with foreign accounting firms and have networking arrangements with foreign networks.
1.6 The previous guidelines did not fetch expected level of enthusiasm from members and only close to 100
networks could get registered with ICAI as on date. This threw up the need to review the Guidelines in order
to make it more relevant and attractive in terms of current professional scenario.
1.7 Therefore, the Council of ICAI decided to modify the Guidelines to make it easier for the Indian CA firms
to form network and also remove any impediments and bottlenecks that dissuade the firms from growing
bigger by joining a network. Another equally critical concern was not only to protect the professional practice
of the small and medium firms, but also their identity. Therefore, an attempt is made to mitigate the
hardships in the revised Guidelines and encourage practising Members to consider Networking.
1.8 With the above intent in mind, the Council formed a Group of Council members in March, 2020 to have
holistic review/ study of the Guidelines for Networking. The Group held several rounds of discussions and
came out with a proposal to offer to the Members different options, which the Members can choose
depending upon what suits them the best. The Council at its 396th meeting held in September-October, 2020
decided to conduct Outreach Programmes, so that the views of Members be heard, collated and placed
before the Council for approving the revised Guidelines.
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1.9 Accordingly, Outreach Programmes were held in January, 2021 and views of members were collected.
The same were considered by the Council at its 397th meeting held on 9th-11th January, 2021 at Kumarakom,
Kerala and thereafter at its 398th meeting held on 9th-10th February, 2021 at New Delhi. Accordingly, the
existing Guidelines have been revised and the same are given at Annexure I “The Guidelines for Alliance”,
Annexure II “The Guidelines for Networking” (revised) & Annexure III “The Guidelines for Networking with
Lead Firm concept” to this Paper.
1.10 The Council decided that the existing Guidelines be revised in the light of above and brought into force
from 9th February, 2021, and an appropriate ecosystem be developed in the Self Service Portal for
registration and regulation of the Alliance, the Network and the Lead Firm in Network Models.
The
Complete
Guidelines
can
be
accessed
at: http://www.a2ztaxcorp.com/wpcontent/uploads/2021/03/Revised-Guidelines-for-Networking-of-Indian-CA-firms-2021.pdf
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Press Release of the week
Special schemes to boost domestic demand

It is a continuous endeavour of the Government to introduce schemes and reforms to promote Ease of
Doing Business, increase investments & GDP growth and providing boost to domestic demand with the
ultimate objective of ushering in an inclusive growth and well-being of all the sections of the society.
This was stated by Shri Anurag Singh Thakur, Union Minister of State for Finance & Corporate Affairs, in a
written reply to a question in Rajya Sabha on Tuesday.
Giving more details, the Minister stated that the Government had announced a special economic and
comprehensive package under Atma Nirbhar Bharat Abhiyan in Financial Year 2020-21 to combat the impact
of the COVID-19 pandemic and to revive economic growth, which including other measures taken by RBI,
amounts to Rs. 27.1 lakh crore (approx) i.e. more than 13% of India’s GDP. Also, to provide a major boost to
Atma Nirbhar Manufacturing, Production Linked Incentives Schemes have been launched in FY 2020-21.
The Minister stated that the Union Budget 2021-22 has also announced a number of measures to support
broad-based and inclusive economic development under six pillars listed as under:
a. Health and Well-being
b. Physical & Financial Capital and Infrastructure
c. Inclusive Development for Aspirational India
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d. Re-invigorating Human Capital
e. Innovation and R&D
f. Minimum Government and Maximum Governance
The Minister stated the following steps that have also been taken to create a climate of investment and
business and to boost domestic demand:1. A National Infrastructure Pipeline (NIP) of Rs 111 lakh crore for 6,835 investible projects in the
infrastructure sector (expanded to 7,400 in Budget 2021) was launched in December, 2019,
which to be implemented by 2025.
2. An equity infusion of ₹6,000 crore has been approved by the Cabinet on 25.11.2020 in the
National Investment and Infrastructure Fund (NIIF) Infrastructure Debt Financing Platform, so
as to enable it to attract both debt and equity investors for infrastructure.
3. A Bill for setting up of a Development Finance Institution (DFI) to provide, enable and catalyze
infrastructure financing for long-term infrastructure projects has been approved by the Union
Cabinet on 16.03.2021. An amount of ₹20,000 crore has already been allocated in Budget
2021 to capitalise the institution.
4. A “National Monetization Pipeline” of potential brownfield infrastructure assets has been
announced as a financing option for new infrastructure construction.
5. To give a push to social infrastructure and to provide support to core sector infrastructure, an
updated Viability Gap Funding (VGF) scheme “Scheme for Financial Support to Public Private
Partnerships (PPPs) in infrastructure” has been notified in December, 2020.
6. A ₹12,000 crore interest-free 50-year loan to states for spending on capital projects.
7. Announcement of LTC cash voucher and festival advance scheme for employees.
Giving more details, the Minister said the Budget Estimates (BE) for Department of Rural Development which
were ₹1,20,147.9 crore in 2020-21 have been increased to ₹1,31,509.08 crore in 2021-22. In respect of
Ministry of Skill Development and Entrepreneurship, the BE 2021-22 have been kept at ₹2,785.23 crore,
against the BE of ₹3,002.21 crore in 2020-21. For all Centrally-Sponsored Schemes and Central Sector
Schemes, compared to the BE 2020-21 of ₹3,39,894.53 crore and ₹8,31,285.06 crore respectively, the BE
2021-22 is ₹3,81,304.55 crore and ₹1,05,1703.41 crore respectively.
The Press Release can be accessed at: https://pib.gov.in/PressReleasePage.aspx?PRID=1706923
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Important Updates of the week
Opting in for Composition Scheme for Financial year 2021-22

The Goods and Services Tax Network (GSTN) has issued an Advisory dated March 24, 2021 on opting in for
Composition Scheme for the Financial year 2021-22.
How to opt-in for Composition Scheme:
•

The eligible registered taxpayers, who want to opt-in for composition scheme for the FY 2021-22,
need to file FORM GST CMP-02 application, on or before 31st March, 2021, post login on GST portal.
The taxpayers may navigate as follows:

Log-in>Services > Registration > Application to opt for Composition Levy>Filing form GST CMP-02>File
application under DSC/EVC
•
•
•

Once Form GST CMP-02 application is filed, the composition scheme will be available to the taxpayer,
w.e.f. 1st April 2021.
The taxpayers already opted in for composition scheme earlier are not required to opt in again for FY
2021-2022.
Taxpayers who were regular taxpayers in previous FY, but are opting-in for composition scheme for
2021-22, must file Form GST ITC-03 for reversal of ITC on stocks of inputs, semi-finished goods and
finished goods available with them, within 60 days from the effective date of opting in.

Who is eligible for opting-in for Composition Scheme:- Following Normal taxpayers, who don’t want to avail
ITC facility, may opt for this scheme:
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having aggregate turnover (at PAN level) upto Rs. 1.5 Crore in the previous FY.
having aggregate turnover (at PAN level) upto Rs. 75 lakh in the previous FY and who are registered
in Arunachal Pradesh, Manipur, Meghalaya, Mizoram, Nagaland, Sikkim, Tripura & Uttarakhand.
supplying services and/or mixed supplies having aggregate turnover of previous FY upto Rs. 50 lakhs.

Who is not eligible for opting in composition scheme:
•
•
•
•

Suppliers of the goods/services who are not liable to pay tax under GST
Inter-State outward suppliers of goods/services
Taxpayers supplying goods through e-commerce operators who are required to collect tax under sec
52
The manufacturers of notified goods like Ice cream and other edible ice, whether or not containing
cocoa, tobacco and manufactured tobacco substitutes, Pan Masala & Aerated water

Source from: https://www.gst.gov.in/newsandupdates/read/458
FAQs and User Manual w.r.t. opting in for Composition Scheme for F.Y. 2021-22

The GSTN has issued Frequently asked questions (FAQs) and User Manual dated March 24, 2021
w.r.t. opting in for Composition Scheme for the financial year 2021-22.
I. FAQ's – To Opt Composition Scheme (Explained under GST)
Q. How to opt for the Composition Scheme in GST?
Ans. You can opt for the Composition Levy under GST if you are a regular taxpayer with an aggregate annual
domestic PAN-based turnover as specified from time to time.
However, you cannot opt for the Composition Levy if you are/you make:
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any supply of goods which are not liable to be taxed under this Act
inter-state outward supplies of goods
supplies through electronic commerce operators who are required to collect tax under section 52.
a manufacturer of notified goods
a casual dealer
a Non-Resident Foreign Taxpayer
a person registered as Input Service Distributor (ISD)
a person registered as TDS Deductor/Tax Collector

Q. How do I apply for Composition Scheme if I am already registered as a regular taxpayer?
Ans. To opt for the Composition Levy, perform the following steps on the GST portal:
1. Log in to the Taxpayers’ Interface
2. Go to Services > Registration > Application to Opt for Composition Levy
3. Fill the form as per the form specification rules and submit
Q. How do I convert from regular to composition scheme in GST?
Ans. Any taxpayer who is registered as normal tax payer under GST needs to file an application to opt for
Composition Levy in Form GST-CMP-02 at GST Portal prior to the commencement of financial year for which
the option to pay tax under the aforesaid section is exercised.
Q. When can I opt for the Composition Levy?
Ans. In order to avail this scheme, you need to file an online application to Opt for Composition Levy with
the tax authorities. Taxpayers who can opt for this scheme can be categorized as below:
1. New Taxpayers: Any person who becomes liable to register under GST Act, after the appointed day,
needs to file his option to pay composition amount in the Application for New Registration in Form
GST REG-01.
2. Existing Taxpayers: Any taxpayer who is registered as normal tax payer under GST needs to file an
application to opt for Composition Levy in Form GST-CMP-02 at GST Portal prior to the
commencement of financial year for which the option to pay tax under the aforesaid section is
exercised.
Q. I am a registered taxpayer availing the composition scheme under GST Portal. Do I need to file fresh
application to opt for composition scheme?
Ans. For those taxpayers, who are already availing the composition scheme, there is no requirement to file
fresh application opting for the composition scheme, subject to compliance of relevant
conditions/restrictions in this regard.
The
Complete
FAQ's
can
be
at: https://tutorial.gst.gov.in/userguide/compositionpoc/optforcomposition.htm
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II. User Manual – Online Procedure To Opt For Composition Levy & File CMP 02
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Q. How to file gst form cmp 02 online on the GST Portal?
Ans. The steps to opt for composition scheme under GST are as follows:
1. To opt for composition levy access the URL https://www.gst.gov.in/. The GST Home page will be displayed.
In

2.

case

Log

into

the

of New

GST

Portal
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3. Once you have logged in, select ‘Application to Opt for Composition Levy’ from the Registration Menu.

4. You will be directed to a new screen – Application to Opt for Composition Levy. Your GSTIN, Legal Name
of Business, Trade Name (if any), and Address of Principal Place of Business will be displayed.
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A list of GSTINs generating IRN has been issued by NIC

National Informatics Centre (NIC) has issued a list of GSTINs dated March 16, 2021 generating IRN.
The List of GSTINs can be accessed at: https://einvoice1-trial.nic.in/Others/GSTINsGeneratingIRN
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FM Nirmala Sitharaman: GST related matters are GST Council matters and not Ministry of Finance matters
alone

As per the recent tweet of Nirmala Sitharaman Office (@nsitharamanoffc) says the GST related matters are
not Ministry of Finance matters. They are the GST council matters in which all states' Finance Ministers
are members. Without the council's clearance, no step is taken: Smt. Nirmala Sitharaman
(@nsitharaman) in her reply to the debate on the Finance Bill, 2021 in Lok Sabha on Tuesday.
Source from: https://twitter.com/nsitharamanoffc/status/1374370672084803584
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Our Articles of the week
Important GST compliances as on April 1, 2021

In this article, we have discussed about the compliances that have to be complied by the registered
taxpayers under the provisions of the GST Law as on April 1, 2021.
Particulars

Topic

W.e.f./ upto date

Action Points for compliance
The due date to furnish annual return to be filed by taxpayers
consisting of details regarding the outward and inward supplies
made or received under different tax heads in Form GSTR-9 and
Annual Return
March 31, 2021
Form GSTR-9C (whose turnover during a financial year exceeds INR
5 crores) for FY 2019-20, as extended vide Notification No. 4/2021Central Tax dated February 28, 2021.
Composition
Scheme

The functionality to opt for composition has been made available
for FY 2021-22 in the dashboard of taxpayers at GST Common
Portal. The eligible taxpayers, who wish to avail the composition March 31, 2021
scheme may opt in for composition.

As per Rule 46(b) of the CGST Rules, new/unique series of invoices
New/Unique
to be raised for FY 2021-22, so that there is no duplication or April 01, 2021
series of invoice repetition of invoices with preceding FY
E-Invoicing

The first phase of e-invoicing was implemented from October 1,
April 01, 2021
2020 vide Notification No. 13/2020- Central Tax dated March 21,
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2020 for taxpayers with an aggregate turnover in any preceding
financial years from FY 2017-18 onwards exceeding INR 500 crore.
Further, vide Notification No. 88/2020- Central Tax dated
November 10, 2020, the aggregate turnover limit for e-invoicing
was reduced to INR 100 crore w.e.f. January 01, 2021.
Now, vide Notification No. 05/2021- Central Tax dated March 8,
2021, the aggregate turnover limit for e-invoicing has been further
reduced to INR 50 crore w.e.f. April 01, 2021.
The aggregate turnover will include the turnover of all GSTINs under
a single PAN.
Note: ITC shall not be available to the recipient of goods or services
without having e-invoice issued by the supplier who is liable for
raising e-invoice. Therefore, taxpayers need to ensure that the
supplier is complying with all the provisions with respect to the einvoicing.
Guidelines for taxpayers having aggregate turnover between 50
cr. and 100 cr. w.r.t. e-invoicing- https://einvoice1trial.nic.in/Documents/GuidelinesforTaxpayerswithTORs.pdf
To know more, kindly watch video on “E-Invoicing: How it will
impact your business processes” by CA Bimal Jainhttps://www.youtube.com/watch?v=sd0zXed7wnw
The first phase of QR Code for B2C invoices was introduced vide
Notification No. 14/2020- Central Tax dated March 21, 2020 w.e.f.
October 1, 2020. For registered persons whose aggregate turnover
in any financial year, starting from FY 2017-18, exceeds INR 500
crore.
However, its implementation was deferred till November 30, 2020
vide Notification No. 71/2020- Central Tax dated September 30,
2020.
QR Code

Further, vide Notification No. 89/2020- Central Tax dated
November 29, 2020, penalty for non-compliance of QR Code
provisions was waived off from December 1, 2020 till March 31,
2021 if complied from April 1, 2021.

April 01, 2021

Furthermore, CBIC has issued clarifications on applicability of QR
Code on B2C invoices for registered persons having aggregate
turnover of more than Rs. 500/- Cr w.e.f. April 1, 2021vide Circular
No. 146/02/2021-GST dated February 23, 2021
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Note: Where the supplier needs to show a dynamic QR code
available through a digital display, the cross-reference of the
payment made through it should be made available. In case of noncompliance, liability to pay penalty may arise on all B2C supply.
Notification No. 12/2017- Central Tax dated June 28, 2017 was
amended vide Notification No. 78/2020 – Central Tax, dated
October 15, 2020, to mandate compulsorily mentioning of 4/6- digit
HSN/SAC Code on supply of goods or services on the tax invoices
w.e.f. April 1, 2021:
S. Aggregate Turnover in the Number of Digits of HSN
No. preceding Financial Year
Code
Upto INR 5 crores for all B2B
4
1.
Supplies
2. More than INR 5 crores for all
6
B2B and B2C Supplies
Further, 4- digits HSN Code is optional in respect of supplies made
HSN
code to unregistered persons i.e., B2C supplies for a registered person
April 01, 2021
requirements
having aggregate turnover upto INR 5 crores in the previous
financial year.
Note: the above changes of mentioning 4/6 Digit HSN/ SAC code, as
applicable, are also required to be captured in Table 12 of Form
GSTR-1 (i.e., details of outward supplies of goods or services) and
therefore, corresponding changes are made in the same in GSTR 1.
Further, penalty of INR 50,000/- (INR 25,000/- each for CGST and
SGST) can be levied for non-mentioning or mentioning wrong HSN/
SAC Code under Section 125 of the CGST Act (i.e., General penalty).
To know more, kindly watch video on “Compulsorily mentioning of
4/6 Digit HSN/SAC Code -Goods/Services w.e.f. April 1, 2021” by
CA Bimal Jain- https://www.youtube.com/watch?v=TCQOgz3CyUk

Renewal of LUT

Every registered exporter who desires to export the goods or
services without the IGST shall apply for renewal of LUT at the end
of financial year, for the next FY 2021-22 in order to continue
March 31, 2021
making the exports without the payment of IGST.
An exporter is required to furnish a bond or LUT to the jurisdictional
Commissioner before effecting zero-rated supplies.

Quarterly Return The window to opt-in or opt- out of the QRMP Scheme for the first
quarter of FY 2021-22 i.e., From April 1, 2021 to June 30, 2021 is February 1, 2021
Monthly
to April 30, 2021
Payment Scheme open now at GST Portal
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GST registration updation may be required in some cases, wherein
wrong information about the taxable person under GST has to be
updated on the GST Portal about and to further ensure
accommodate/ add any new line of business within the year.
Updation
of
Similarly, any amendment with respect to address or constitution
information on
of business need to be ensured to be matching with the actual
GST Registration
scenarios.
Certificate and
GST Portal
Further, core-business has to be updated on the GST Portal as either
manufacturer or trader or service provider and others. The advisory
on the same can be accessed at: http://www.a2ztaxcorp.com/wpcontent/uploads/2021/03/Advisory-on-Selection-of-CoreBusiness-on-GST-Portal.pdf

-

Abbreviations:
Letter of Undertaking (“LUT”)
Harmonized System of Nomenclature (“HSN”)
Service Accounting Code (“SAC”)
Quarterly Return Monthly Payment (“QRMP”)
ITC related compliance as on March 31, 2021
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In this article, we have discussed about the ITC compliances and procedure that has to be followed by the
registered taxpayers under the provisions of the GST Law as on March 31, 2021.
Particulars

Topic

Date

ITC related compliance as on March 31, 2021
As per Section 16(2) of the CGST Act, where payment against purchase
of goods or services or both has not been made by the recipient to the
supplier of such goods or services or both within a period of 180 days
from the date of issuance of invoice, ITC availed by the recipient on
such purchase has to be reversed by adding the same to his output
tax liability along with applicable interest @18% PA. Therefore, the
Reversal of ITC in
recipient shall track the records of the invoices on which
case
of
nonconsideration has not been paid and take the needful actions
payment
accordingly.

180 days from
the date of
issuance
of
invoice

To know more, kindly watch video on “When Buyer to reverse GST
ITC on Non-Payment of Value & Taxes within 180 days of Invoice” by
CA
Bimal
Jainhttps://www.youtube.com/watch?v=amgbUP8XrU&t=9s
Rule 36(4) of the CGST Rules had been amended vide Notification No.
94/2020-Central Tax dated December 22, 2020 to restricts the credit
relating to the invoices/DN not uploaded by the suppliers in their
Form GSTR-1 to the extent of 5% of eligible ITC coming in GSTR 2A of
the Recipient.
Further, this restriction is not imposed through the common portal
and it is the responsibility of the taxpayer that credit availment of
restricted credit in terms of the Rule 36(4) of the CGST Rules shall be
done on self-assessment basis by the taxpayers.
ITC Restriction

Therefore, the taxpayer needs to track monthly reconciliation of
purchases made along with ITC availed as per GSTR 2A and GSTR 3B
for proper availment of ITC.
To know more, kindly watch video on:
•

•

“5% capping on GST Credit to be availed on Invoices not
furnished by Suppliers /R 36(4)” by CA Bimal Jainhttps://www.youtube.com/watch?v=1VyQgvyYBZo
“Whether GST Credit can be denied for Supplier's fault of
Non - Payment of Taxes” by CA Bimal Jainhttps://www.youtube.com/watch?v=zwcqDzyzVpI
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Reversal of credit is required to be made in case of goods lost, stolen,
destroyed, written off etc., as ITC attributable to such goods shall be
Blocked
Credit reversed. Also, such blocked credit needs to be identified and the ITC
under
Section needs to be reversed along with interest.
March 31, 2021
17(5) of the CGST
As per Notification No. 13/2017 – central tax/ notification no.
Act
6/2017 – integrated tax, both dated 28.06.2017, applicable rate of
interest under Section 50(1) of the CGST Act is 18% per annum.

Analyses and Reconciliation of GSTR 1, GSTR 2A, GSTR 3B etc., as on March 31, 2021

In this article, we have analyzed and discussed about the reconciliation of GSTR 1, GSTR 2A, GSTR 3B etc.,
that has to be done by the registered taxpayers under the provisions of the GST Law as on March 31, 2021.
Topic

Particulars

Analyses and Reconciliation of GSTR 1, GSTR 2A, GSTR 3B etc., as on March 31, 2021
RCM means liability to pay the tax is on the person receiving goods/services instead
of the person supplying the goods/services in respect following:
•

Reverse
Charge
Mechanism

•

Specified goods- Notification no. 4/2017 of central tax (rate), union territory
tax (rate) and integrated tax (rate), all dated 28.06.2017, effective from
01.07.2017, as amended till date.
Specified services- Notification no. 13/2017 of central tax (rate) and union
territory tax (rate) & notification no. 10/2017 – integrated tax (rate) all dated
28.06.2017, effective from 01.07.2017, as amended till date.

Self-invoicing is to be done necessarily when the same is purchased from an
unregistered supplier and the sequence/series of the invoice is to be maintained, as
the unregistered supplier cannot issue a GST-compliant invoice, and thus a registered
recipient becomes liable to pay taxes in this regard.
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If any discrepancies are found in Form GSTR-1 and GSTR-3B during any tax period(s),
which leads to any non-payment or shortage of tax to be paid by the supplier, the
same must be paid along with interest @ 18% as prescribed vide Notification No.
13/2017- Central Tax dated June 28, 2017.

Reconciliation
of
GSTR-1 with GSTRIt is, therefore, necessary to conduct this reconciliation for all tax period falling in FY
3B
2020-21 to ensure that both the returns match, which wouldn’t give rise to any
interest that may become payable at a later date. Further, if there is any excess tax
paid, the same is to be recorded either for future adjustments or refund should be
applied accordingly.

Reconciliation of Form GSTR-3B with Form GSTR-2A is an important exercise that
businesses must not miss out. It helps businesses to claim the full ITC and also reverse
any excess ITC claimed. In turn, the reconciliation before filing GSTR-3B will help avoid
Reconciliation
of any potential demand notices from the tax authorities.
GSTR-3B with GSTRIn case of excess ITC availed than the actual purchase invoices, the same need to be
2A (ITC)
reversed along with interest @ 18% as prescribed vide Notification No. 13/2017Central Tax dated June 28, 2017 and in case, ITC availed is less than the eligible
purchase invoices, the same need to be claimed immediately.
It is crucial for registered persons to prepare timely reconciliations of outward
supplies as declared in returns with the e-way bills generated by them or by their
Reconciliation of Etransporters. Suo-moto reconciliation by businesses would help them in pre-empting
Way Bills with
and correcting the differences in tax filings much before any notice is received from
Returns
(GSTR-1
the department.
and GSTR-3B)
There can be instances where e-way bill sales are in excess or less than as shown in
Form GSTR-1/ GSTR 3B and the same need to be checked with sale invoices and tax
need to be paid accordingly.
Reconciliation
ITC ledgers

of

Reconciliation
of
GSTR-3B/GSTR-1
with
Accounting
entries

The ITC closing balance as on March 31, 2021 should match with ITC balance reflected
on the GST common portal under the e-credit ledger and/ or cash deposited lying in
e-cash ledger as per the books of accounts.
This process presumes that the mismatch between GST Output Liability and ITC
reported in Form GSTR-3B vis-a -vis the books of accounts which can be due to various
reasons ranging from typing errors to malfunctioning of data records maintained by
the organization.

B2B and B2C sales need to be reconciled with the Form GSTR-1 / GSTR-3B and the
Reconciliations of
books of accounts for a fairer picture and to avoid an unwanted event in future where,
B2B, B2C sales with
B2B sales wrongly shown as B2C sales and the recipient is not able to get the credit as
Returns and books
per Form GSTR-2A and is asked for the tax and interest liability thereon.
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Contact us at: info@a2ztaxcorp.com

40

A2Z Taxcorp LLP

March 29, 2021

Important Video of the week
E-Invoicing - Who and How to generate - Handholding and Demo || CA Bimal Jain

You can access the complete video on “E-Invoicing - Who and How to generate - Handholding and Demo ||
CA Bimal Jain“ at following link: https://youtu.be/tUdBsKrCR04

[This space has been intentionally left blank]
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Income Tax
Important Notification, Circulars of the week
CBDT notified new Income Tax Rules and Forms w.r.t. Trusts online registration

The CBDT vide Notification No. 19/2021, dated March 26, 2021 has issued the ‘Income-tax (6th Amendment)
Rules, 2021’ to further amend the Income-tax Rules, 1962 (“Income-Tax Rules”), in a following manner:
•

•

•

•
•

Rule 2C of the Income Tax Rules has been substituted with regard to application for the purpose of
grant of approval of a fund or trust or institution or university or any hospital or other medical
institution specified therein. Further, new Form No. 10A & Form No. 10AB, manner of furnishing and
documents required with regard to same has been introduced.
Form No. 3CF-I/II and Form No. 3CF-III has been substituted by ‘Form No. 3CF’ under Rule 5C and Rule
5F respectively of the Income-Tax Rules and manner of furnishing the same has been introduced with
regard to deductions of expenditure on scientific research.
New Rule 5CA has been inserted in the Income-Tax Rules with regard to intimation by way of
application for the purpose of grant of approval, or continuance of deductions on expenditure on
scientific research.
Rule 11AA of the Income-Tax Rules with regard to requirement for approval of institution of fund in
relation to donations made after March 31, 1992 has been substituted.
Rule 17A of the Income-Tax Rules with regard to application for registration of charitable or religious
trusts etc. has been substituted. Further, manner of furnishing the application and documents
required with regard to same has been introduced.
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New Rule 18AB has been inserted under the Income-Tax Rules for furnishing of statement of
particulars and certificate by the institution or fund specified therein. Further, a new Form No. 10BD,
and manner of furnishing with the same has been introduced.

The Notification will come into force on April 1, 2021.
The Notification can be accessed at: http://egazette.nic.in/WriteReadData/2021/226170.pdf
Clarifications on provisions of the Direct Tax Vivad se Vishwas Act, 2020

The CBDT vide Circular No. 04/2021 dated March 23, 2021 issued clarifications on provisions of the Direct
Tax Vivad se Vishwas Act, 2020.
With the objective to inter aria reduce pending income tax litigation, generate timely revenue for the
Government and benefit taxpayers by providing them peace of mind, certainty and savings on account of
time and resources that would otherwise be spent on the long-drawn and vexatious litigation process, the
Direct ‘fax Vivad se Vishwas Act, 2020 (hereinafter referred to as Vivad se Vishwas’) was enacted on 17th
March, 2020.
Sections 10 and 11 of Vivad se Vishwas empower the Central Government / Central Board of Direct Taxes to
issue directions or orders in public interest or to remove difficulties. In order to facilitate the taxpayers,
clarifications under the said sections in form of answers to frequently asked questions (FAQs) were
issued vide circular no. 9/2020 dated 22nd April, 2020 (covering FAQ 1-55) and circular no. 21/2020 dated
4th December, 2020 (covering FAQ no. 56-89).
FAQ no.70 of circular 21/2020 clarified eligibility for search case under Vivad se Vishwas. It was clarified that
if the assessment order has been framed in the case of a taxpayer under section 143(3)/144 of the Incometax Act based on the search executed in some other taxpayer’s case, it is to be considered as a ‘search case’
under Vivad se Vishwas.
Several representations have been received seeking further clarity with regard to the classification of a case
as a ‘search case’ for the purposes of Vivad Vishwas The matter has been examined, In order to remove any
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uncertainty in this regard, and in exercise of powers under section 10 and 11 of Vivad se Vishwas, it is hereby
clarified that a ‘search case’ means an assessment or reassessment made under sections
143(3)/144/147/153A/53C/158BC of the Income-tax Act in the ease of a person referred to in section 153A
or section 153C or section 158BC or section 158BD of the Income-tax Act on the basis of search initiated
under section 132, or requisition made under section 132A of the Income-tax Act. The FAQ no. 70 of circular
21/2020 stands modified to this extent.
The
Circular
can
be
at: https://incometaxindia.gov.in/communications/circular/circular_4_2021.pdf

accessed

CBDT deferred GST and GAAR Reporting in Tax Audit Report till March 31, 2022

The CBDT vide Circular No. 05/2021 dated March 25, 2021 deferred the reporting under Clause 30C and
Clause 44 of Tax Audit Report till March 31, 2022 due to COVID-19 pandemic.
Section 44AB of the Income-tax Act, 1961 ('the Act') read with rule 6G of the Income-tax Rules, 1962 ('the
Rules') requires specified persons to furnish the Tax Audit Report along with the prescribed particulars in
Form No. 3CD. The existing Form No. 3CD was amended vide notification no. GSR 666(E) dated 20th July,
2018 with effect from 20th August, 2018. However, the reporting under clause 30C and clause 44 of the Tax
Audit Report was kept in abeyance till 31st March, 2019 vide Circular No. 6/2018 dated 17.08.2018, which
was subsequently extended to 31st March, 2020 vide Circular No. 91/2019. Vide circular no. 10/2020 dated
24.04.2020, it was further extended to 31st March, 2021.
In view of the prevailing situation due to COVID-19 pandemic across the country, it has been decided by the
Board that the reporting under clause 30C and clause 44 of the Tax Audit Report shall be kept in abeyance
till 31st March, 2022.
The Circular can be accessed at: https://incometaxindia.gov.in/news/circular_no_5_2021.pdf
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Instructions regarding handling of non-PAN cases flagged by the Directorate of Income-tax

The CBDT issued Instruction F. No. 225/40/2021/ITA-II dated March 26, 2021 regarding the handling of nonPAN cases flagged by the directorate of Income-tax (Systems) as per point no.1(iii) of CBDT’s letter dated
March 04, 2021.
Vide Point no.1(iii) of CBDT's letter dated 04.03.2021(copy enclosed), it was directed that `Potential cases'
including the Reports of Directorate of Income-tax (Investigation), Reports of Directorate of Intelligence and
Criminal Investigation and cases of Non-Filer Management System (NMS) & other cases shall be flagged by
the Directorate of Income-tax (Systems) as per risk profiling for consideration of issue of notice u/s 148 of
the Income-tax Act,1961 ('Act') as per provisions of the Act.
The cases flagged by the Directorate of Income-tax (Systems) as per Point No.1(iii) of CBDT's letter dated
04.03.2021 also involve non-PAN cases, having only name and address of the assessees. These non-PAN cases
have been pushed by Systems to respective Pr. CCIT/Pr. CIT based on address. Considering the time involved
in allotting PAN in such non-PAN cases and other technical issues involved in generating notices through the
system, the following instructions are being issued for handling of such non-PAN cases:
(a) As per the provisions of the Act, if the case is fit for issue of notice u/s 148 of the Act, such notice can be
issued manually without DIN by invoking exceptional clause provided at Para No.3(iv) of CBDT's Circular
No.19/2019 dated 14.08.2019 (copy enclosed), after following the procedure prescribed in Para No.3 of the
said Circular.
(b) Immediately after the issuance of notice u/s 148 of the Act, the Jurisdictional Assessing Officer (JAO) shall
collect the basic parameters needed for allotment of PAN from assessee, reporting entities or any other
sources. In all possible cases, where the basic parameters are gathered, the JAO shall take up the matter with
Directorate of Income-tax (Systems) for allotment of PAN as per the instructions regarding allotment of PAN,
issued by it from time to time.
(c) All such aforesaid manually issued communication shall be uploaded on the System at the earliest (with
DIN, as far as possible).
The Instructions can be accessed at: http://www.a2ztaxcorp.com/wp-content/uploads/2021/03/InstructionF.-No.-225-40-2021-ITA-II-dated-March_26_-2021.pdf
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Important Update of the week
CBDT has issued refunds of over Rs. 2,13,823 crore to more than 2.24 crore taxpayers between April 01,
2020 to March 22, 2021

As per the recent tweet of Income Tax India, the Central Board of Direct Taxes (CBDT) has issued refunds
of over Rs. 2,13,823 crore to more than 2.24 crore taxpayers between April 01, 2020 to March 22, 2021.
Income tax refunds of Rs. 79,483 crore have been issued in 2,21,92,812 cases & corporate tax refunds of Rs.
1,34,340 crore have been issued in 2,22,188 cases.
Source from: https://twitter.com/IncomeTaxIndia/status/1374696615273926667

.
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GST News Flash
•

DGFT plans to expand virtual presence
https://www.a2ztaxcorp.com/dgft-plans-to-expand-virtual-presence/

•

MoS Finance: GST collections top ₹1 lakh Cr. for 5 straight months since Oct 2020
https://www.a2ztaxcorp.com/mos-finance-gst-collections-top-%e2%82%b91-lakh-cr-for-5-straightmonths-since-oct-2020/

•

PTI: Lok Sabha passes Finance Bill 2021 giving effect to tax proposals for 2021-22
https://www.a2ztaxcorp.com/pti-lok-sabha-passes-finance-bill-2021-giving-effect-to-tax-proposalsfor-2021-22/

•

FM Sitharaman: Ready to discuss bringing petrol, diesel under GST at next Council meet
https://www.a2ztaxcorp.com/fm-sitharaman-ready-to-discuss-bringing-petrol-diesel-under-gst-atnext-council-meet/

•

Parliament passes Finance Bill 2021-2022
https://www.a2ztaxcorp.com/parliament-passes-finance-bill-2021-2022/

•

Petrol, diesel under GST: ‘Not possible in next 8-10 years,’ Sushil Modi explains
https://www.a2ztaxcorp.com/petrol-diesel-under-gst-not-possible-in-next-8-10-yrs-sushil-modiexplains/

•

GST technical glitches behind input tax credit frauds: CAG report
https://www.a2ztaxcorp.com/gst-technical-glitches-behind-input-tax-credit-frauds-cag-report/

•

Selling eatables eligible for ITC under GST regime
https://www.a2ztaxcorp.com/selling-eatables-eligible-for-itc-under-gst-regime/
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