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Respecied Members,

June = a month 1o say Good bye to summer and welcome the monsoon. Everyone locks
expectantly 1o the arival of rains o give them respite from the scorching summer heat of Ralpur.
However, we are yet to see a reguiar downpour that can bring cheers for everyone. The monsoon
plays a very important role in Indian economy and a good monsoon will help in improving the market
sentiments. We pray rain god and hope for a good monsoon season ahead. This month's newsletter is
a0 based on the theme of monsocon & ielis us about the key challenges which we all have to face In
the coming days of monsocon season

As we celebrated owr 66" CA Foundation Day, it's ime 10 reckon with and commend curseives for the undoubling spirit.
courage of conviction and commitment {o our Kieals. | hereby convey my heartieft wishes on the occasion of Chartered
Accountants Day and sincerely hope that both the profession and the professionais will touch great heights in the forthcoming
years.

In this month's newsletler, we have Included the Iatest report published by the india Meleoroiogical depariment about
the forecast of monsoon season this year, professional articies. activity report of the Ralpur Branch of the past few months. legal
updates, tax compance calendar for the forthcoméng month and few photographs of the various seminars conducted by the
Raspur Branch

Keeping in line the theme of knowledge updating of all the members, | request all the members 10 come forward and
share their knowledge In the form of write-ups, articles or any other techinical and professional Information. | also reques! al the
mambers 1o kindly share their suggestions and ks onthe at eboardrapur@gmail.com

CA Jitendra Singh Khanuja
Editor

But in the north-west region it is also declining over the pastfew days

In signs of deficien! monsoon, the couniry has experenced decline In rainfall in July and aimost all reglons except the
north west have started registenng negative precipitation

According 1o the India Meteorological Department, (IMD) from June 1 unili July B, the country has registered an overall
defick rainfall of four par cent. Incidentaly, the ligure until yesterday was minus two per cent.

Central India, which recelved a good amount of raintall in June, has recorded a negative rainfall of minus eight per cent
folowed by ménus seven per cent in Southern peninsula and ménus four per cent In east and north-west india.

Barring north-west india, the entire couniry has started registering negative precipitation, but the intad there is also declinng
over the past few days.

The IMD has already predicted a “deficient” monsoon with the country expected to receive 88 per cent of raintall.
Alhough June recaorded 16 per cent more raintall than its normal Bmit, the country’s weather agency has predicted eight and 10
per centless rainfall for July and August

Incidentally, Skymet, a private weather forecasting agency. has predicled "above normal™ raintall {104 per cent) in
July, “narmal” raintall (99 per cent) In August and (S0 per cent) In September.

“The Wwo Mozt weather active pockets during Scuthwest Monsoon in Indla are the West Coast and Northeast india.
Despite maintaining a heathy normal raintali record. the amount of rain witnessed In these places during the first week of July
thes year has remained on the lower skie

“Subdued rainfall activity has kept Kerala deficient by 30 per cent, coastal Karnataka by 32 per cent. and Konkan and
Goa by 15 per cent,” Skymet said.

Agri-research body indian Councll for Agricultural Research (ICAR) had last week said sufficient rains are required to
save puises, oliseods and cotion crops in rain-fed areas of central and southern india. A good speil of rain is also necessary for
compiation of the remaining 70 per cent of sowing of khasi! crops in many parts of the country, it added,

Amid forecast of deficit rains this month, the government has asked farmers not 10 panic as contingency plans were

being put in place to handie any adverse impact of a possible poor monsoon on kharif crops.
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Dear Friends

| extend my hearttell warm regards and wishes 1o all of you on the eve of Chartered
Accountants' Day, which we celebrate every year on 15t July. However. we shall cefebrate this Day to
celebrate the feariossness, Integrity and ever-vigliant consclousness that are the Integral aspects of
indlan chartered accountants’ character. It was on 151 July 1949 that The Institute of Chartered
Accountants of india got established with 13 selected and 3 Government nominated members in s
Cauncil. and the noble accountancy profession was constitutionally recognized, more than stx months
before our Country got its Constitution. | feel joyance 1o share that Ralpur branch has hosted EYE
CHECKUP for members and student as well with Vasan Eye Care on is auspicious cccasion
Mareover, National Convention wili be hosied 10 upgrade with amendments in the month of August.

With accounting having bacome tha language of giobal business. today’'s CA Iz no longer being seen as just a bean
counter’ but a versatile and ‘must-have' resource of modern day business. The Indian CA has tast evolved from traditional
accounts keeper and auditor into a trusted business adviser equipped with mutitarious skilis. The role of CA has shifled from
backroom to boardroom. He Is no longer a stassticlan but a strategist. Growing ¥om strength 1o strength over 66 years both In
terms of numbers and quality, the profession has truly come of age and s regarded as an Instiution of public trust’ besides being
‘canscience keepers of economy’. it was In this backdrop that the visionary former Presiient of india Dr. A. P. J. Abdul Kalam
acknowledged us as 'Partners in National Development

Act, 2013 has been recently Issued by the Ministry of Corporate Aftairs. The ICAI has highlighted a need for a clarification in this
regard on various occasions. although there was no apparent need to put a cap on the number of audits of small and medium
companies.

On our Government's encouragement and Its own initiatives of moving beyond its traditional contributions to econamy, the 1CA)
has been extending its lechnical and infrastructural support fowards the accounting resarms of various Government offices, Le.
maving from cash to accrual system of accounting, atier assessing the tremendous positive Impact on natonal financial reporting.
Letme Inform you that the ICAI had taken up the agenda of accounting reforms In the Indlan Raliways In the beginning of this year
It had undertaken a Pliot Project af its Ajmer Division and Workshop, helping them in migration from cash 1o accrual system of
accounting, which Is underway. | am happy to Inform that Indian Rallways has sought further support In camying out a
comprehensive review of iis costing system. Already we have submitied a detalied proposal in that regard. Discussions with the
Indian Rallways are at an agvanced stage with respect to a piot project on the implementation of accrual system of accounting
adaressing the costing aspects at its production unit. We are proud to serve as per our commitment and extend all possible support
to the Indlan Rallways In its ongoing and all future initiatives of accounting reforms.

Let's Prepare for Tax Audit as a National Duty

The tax audit season has begun which gives us enough opportunity o test and make the best use of our expertize to the core.
“Taxes are what we pay for cliviized society” and these are “fuel which move the wheels of growth and progress,” rightly go the
sayings. In this backdrop, the Chartered Accountants have been mandatorily entrusied with a very Important responsibiity to keep
the wheel of growth running by ensuring compliance of provisions of Income-tax Act and Rules thereof of certain ciass of
assessees by way of Tax Audlt. As such, It becomes an important national and socias duty of CAs In India, which has % be
performed in the actual spirt of the legisiative Intent behind iInMroduction of tax audt 1o the expectation of both the clients and the
Government. To perform this onarcus task efficlently and effectively. let us go by the ICAI Guidance Note on Tax Audit under
Section 44AB of income-tax Act, 1961. I wish you all the success In most effective compiation of Tax Audits,

Al this stage. when we are completing 66 years of our glorious existence. | would ke to admit betore all of you that we have realy
come avery long way since 1848 | feel proud of the way we have grown and got acceptance and recognition giobally. We are not
just the second fargest accounting body of the workd, but also among the giobal institutions that offer the most relevant and
comprehensive accountancy education to its followers and practitioners

It's Sme Sor e profession o agopt 'Vision 2023'— e yoar when India Is Ikely 1o graduale from developing % deveioped economy.
This CA Day also provides an opportunity for the professionals to come together and join hands with renewed zeal to realise the
ICAr's Vision 2030, which aims 1o make the ICA! ‘worid's leading accounting body, a regulalor and developer of trusted and
Independent professionals with world class competencies in accounting, assurance, faxason, finance and business advisory
services'. The ICAI motio “Ya Esa Suptesu Jagan!” (That person who Is awake in those that sieep) has 1o be actualy ived by the
members in all times to come.

Yours regards

CA Chetan Tarwani

(Chairman. Rajpur Branch)
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EVOLLTION OF RIILE 14 OF THE RULER

The Cenvat Crect Rules, 2004 have evolved as a scheme over a perod of ten years. Being
a self contained code the scheme provided for recovery of wrongly avalled cenvat credt through Rule
14, As Infroduced Rule 14 provided that where cenvat credit has been avalled or utiized wrongly or
has been erronecusly refunded. the same shall be recoverabie along with interest. For legitimizing
recovery under Rule 14, the Credit Rules borrowed Section 11A & Section 11AB. Thus, afl recovery
proceedings prescribed for recovery of exclse duty equally applied for recavery of cenvat aredit

As introduced. recavery could be inftiated ¥ credit was wrongly avalied or utliized. Inlerest
amways being a consequence of demand followed even when credit was taken wrangly but was not
CA Bhishma Ahluwalia
but not Lliized, assessee was Bable to pay interest. Rule 14 of the Creait Rules was Interpreted by the Hon'bie High Court of
Punjab & Haryana In the case of M's Ind-Swift Laboratories Lid Vs CCE - 2009 (240) ELT 328 (P&H). The question batore
the High Court was whether Inferest computation shall commence from the date of wrong avalment of credit or wrongtul
utitzation of credit when admitiedly credit was avaled wrongly and thereafier wrongly utiiized. The Hombie High Court noted
that interest has compensatory character by analyzing Secticn 11AB of the Central Excise Act, 1944. It was heid that labity 1o
pay duty does not anses when credit is avalled but arises only when the same Is utitized. Thus, Interest llabiity commences
when the credit has been utliized wrongly and no inderest lability arises when credit has been only avalied but not utiized.

The aforesald pasition heid the fieid till the aforesaid decision was reversed by e Hon'ble Supreme Court of India In
UO1 Vs Ind-Swift Laboratories Lid — 2011 (265) ELT 3 (SC). The +Hombie Supreme Court held that the High Court had wrongly
applied the principle of harmonious construction while reading Rule 14 along with Section 11AB of the Central Exolse Act, 1544,
It was heid that Rule 14 was wrongly read down wherein the word “OR” In Rule 14 was replaced by “AND” between the
expressions “taken” and “uliiized wrongly™. The Apex Court heid that Rule 14 required strict construction wherein "AND" cannoct
replace “OR” to read down the provision. Accordingly. the Supreme Court lald down the law In case of Rule 14 that intevest shall
be recoverable from the date of wrangful avaliment of credit

However, the Hon'ble High Court of Kamataka in the case ot CCE Vs Bill Forge Pvt. Ltd. - 2012 (279) ELT 209 (Kar)
in slightty different set of facts distinguished the aforesald decision of Supreme Court. The question before the Hon'ble High
Court In the case ot Bill Forge Pvi. Ltd. was whether interest is payable where credil was taken wrongly but was reversed
within a period of three months voluntarily by the assessee. The High Court heid that when credit is avalled the same merely
represents a book enfry and represents onfy an entitiement of the assessee to utiize the same at a later stage o discharge Its

utlized. Thus, even In cases where wrong credit was merely a book entry as it stood wrongly avalled

tax labiiity. Once the entry fisell is reversed betore utiiization. It amounts to non — avallment of creat. Consequently, it was heid
by the High Court that where credit has been only avalled but not utiized and has been reversed before utization stage has
reached, interest shall not be leviable.

The aforesaid decisions led %o wide spread confusion In the Industry upsetiing litigation policies where cenval credt
was disputed across Industry, The Central Government cleared the alr by amending Rule 14 In Finance BII'2012. The
amendment was exactly what the Hon'ble Supreme Count dscussed. The amendment replaced the word “OR™ weth “AND”
between the expressions “taken” and “utikzed wrongly”™. In ordear 1o clarity its stand on applicabity of inferest on wrongly avasied
but not utllized cenvat credit, the legisiature consclously Insered the work *AND” In place of the word “OR™

Come 01.04.2012. shartly afier the pronouncement of the decision of the Hon'bie Supreme Court In the case ot Ind -
Swift Laboratories Ltd. Rule 14 read as under:-

“RULE 14. Recovery of CENVAT credit wrongly taken or erroneously refunded. — wnere the CENVAT crea
has been taken and utilized wrongly or has been erronsousiy reftunded, the same ailong with interest shall be recoverad from
the manufaciureror the provider of the oulput service and the provisions of sections 11A and 11AA of the Excise Act or sections
73and 73 of the Finance Act. shall apply mutatis mutandis for effecting such recoveries. ™

Going by the timing of the amendment, it was clear that there was a consclows efior! on the part of the law makers 1o
settie all disputes emanating from the decisions discussed above with regard 1o applicabiity of interest on cenvat credit wrongly
avalied but not uilkzed. The Central Government seemed to be of the same view as the High Court of Kamataka in the case of
Bill Forge Pwt. Lid. The Central Government also did not wanted 10 unnecessary burden the assessee for anly making an
eroneous book entry
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The amendment did settie the atoresald dispute of Interest but what was forgotien in the entire chain of events was
that Ruie 14 is not ondy the mechanism for recovery of interest but it is 3 mechanism for recovery of credit which has been
wrongly avalied. Interest was and always will be consequence of recavery of duty’ cenvat.

This minor amendment of 01.04.2012 in Rule 14 paved the way for a new liigation with respect to applicability of
recovery provision iiselt, The question which still went unanswered was as to what will iead to Inftiation of recovery 7 Will it be
wronghl avalment only or wrongful avaliment along with wrongful utiization ? | was fortunate to be handling one of such
Figations wheredn such question arose. Demand of cenvatl credit was issued against the assessee who had avalled the credit
but did not Lilze the same. The credit balance was lying In i books when the demand notice was issued. It was a spaciiic
pleading along with other grounds on the part of the assessee before the lower authority and Hon'ble CESTAT that recovery
mechanism under Rule 14 will kick In only when the credit has been wrongly avalied & utiitzed. Rule 14 cannot be Invoked for
credit which has been wrongly avalied but has not been utiized. The Honble CESTAT although granted compiete walver of
pre —deposit on merits of the case on other grounds but was all ears for the aforesald argument during the stay proceedings.

A sinct & Iteral interpretation of the atoresald provision will restrict the recovery mechanism which could be only
mnitiated once credit has been wrongly utized. Thereby meaning that an assessee could aways take credit which s known (o
be under dispute In identical circumstances In some other case and is pending before judicial forum. keep It unutliized for
eternity untll such dispute concludes. Once dispute concludes. assessee can take a decision whether 1o continue hokiing on
10 such credit or et it go. In efther case. there will be no adverse situation for the assessos

The Central Government was iale but did made a move after three years and amended the provision again while
Introducing the Finance BII'2013. Rule 14 of the Crealt Rules was amended vide Nottication No. 062015 — CE (NT) dated
01.03.2010w.e.f rom 01.03.2015 as under-

“RULE 14. Recovery of CENVAT credit wrongly taken or erroneously refunded. —

() Il Where the CENVAT creawt has been taken wrongly but not utilized, e same shail be

recovered from the manufacturer or the provider of output sarvice. as the case may be, and the
provisions of Section 11A of the Excise Act or Section 73 of the Finance Act. 1994, as the case
may be, shall appiy mutals mutandis for efecling Such recovevies;
Where the CENVAT creat has been taken and utilized wrongly or has been eronecusly
refunded, the same along with interest shall be recovered from the manufacturer or the provider of
ihe output service and the provisions of sections 11A and 11AA of the Excise Act or sections 73
and 735 of the FAinance Act. shal apply mutatic mutanais for effecting such recoveries.”

(2) For the purpose of sub-rule (1), all crediés taken during a month shall be deemed fo have been taken on the
last day of the month and the utiization thereofl shal be deemed 10 have occurred in the folowing mannex,
nameiy:-

L The gpening balance of the month has been ullized first:
. Creatt admissibie in tenms of these rules taken during the month has been utized next;
i, Creatt nadmissibie in terms of these rufes taken during the month has been wilized thereafter;

In a nuishell, the intention of the legisiature seemed that recovery mechanism should be In piace lor wrongly avalled
credit which remains unutilized and such recovery shouid be without Interest. However, If credit has been avalled wrongly and
such credt has been utiiized then the same should be recovered along with inferest. The position as has been upheld by High
Courtot Kamataka in the case of Bill Forge Pvt. Lid.

It's interesting 1o understand whether newly Introduced Rule 14 advances the aforesaid intention with an

example. Let us put In numbers and examine exactly how the new Rule 14 witl apply.
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Particulars
Opening Balance

Credit avalied during the month

inadmissible credit
Total credit
Credit utilized

Closing Balance

*Includes inadmissible credit of Rs. 20

In the first column, we have the concept of ER - 1 return wherein credit details are reflected. For the
sake of this example we have bifurcated the amount of credit availed into two parts i.e. credit rightly availed (Rs.
60) and inadmissible credit (Rs. 20). The utikization provision specifically mandates that credit availed till last
date of the month can only be utifized for discharging tax liability of that particular month on 6” of subsequent
month. Sub - Rule (2) to new Rule 14 mandates that all credit availed in a month shall be deemed to be availed
on the last month.

In the aforesaid example, going by Sub - Rule {2), in the month of March'l5 assessee has availed credit
of Rs. 80 (which includes Rs. 20 as wrongly availed) and has an opening balance of Rs. 80. Thus, at the end of
March'15 Rs. 80 will be deemed to be utilized first. Since entire credit has not been utilized, it will be deemed
that remaining Rs. 30 has been utilized from credit taken during the month (which again includes Rs. 20) and
since Rs. 20 represents wrongly availed credit the same shall be deemed to be not utilized and form part of the
closing balance Rs. 50.

In the month of April'15, Rs. 50 is the opening balance (remember Rs. 20 wrongly availed). This opening
balance will be deemed to be utilized in the month of April'l5 due to Rule 14(2) (i). Consequently, the interest
clock on Rs. 20 will commence from the very next month of availment irrespective if Rs. 20 is maintained as a
balance in cenwvat account on month on month basis. This is against the concept of Bill Forge Pvt. Ltd. and is the
concept of Ind - Swift Laboratories Ltd. {SC).

The ambiguity continues as Rule 14{1) (i) require initiation of recovery proceedings wherein credit has
been taken wrongly but not utilized. As seen above, application of Rule 14(2) has already made Rule 14(1)
redundant as any wrongly availed credit shall be deemed to be utilized in the subsequent months opening
balance. With the provisions worded in the aforesaid manner, 1 see only one scenario wherein it will be deemed
that wrongly availed credit has not been utilized andi.e. where no credit balance is being utilized. Apart from the
aforesaid scenario, practically no scenario exists while interpreting the provision literally wherein wrongly
availed credit can be deemed to be unutilized.

With this the intention of the legisiature is again under question. Does the Government intend to follow the
law laid down by the Supreme Court in the case of Ind - Swift Laboratories Ltd. and charge interest on mere
wrong availment of credit or was always in favour of the decision in the case of Bill Forge Pvt. Ltd. but failed
to express the same in words. It is high time the Board or Ministry should intervene and come out with a
clarification amending the recovery provisions.
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CA Sidharth Parakh CA Vinay Palsaina
Appaointed as Member {Finance) in Co-opted Member in
the Admission and Fee Regutatory Committee Non Standing Committee of CIRC
constituted under The Chhattisgarn N Vyavasaylk Sanstha for the yoar 2015-16
(Pravesh ka VinimayanAvam Shuik Ka Nerdharan ) Young Member Empowerment Commitice
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SA 200 states that the Audktor's opinian on the tinancial statement deals with whether the
financial statements are prepared, in all material respect, In accordance with the applicabie
financial reporting framework. The auditor's opinion therafare does not assure the future viability of
the enfity nor the effectivensss or efficiency with which the management has conducted aftairs of
the ensty. The judicially recognized duty of Audiior Is not to go Into whether the business is
conductied prudently or not as jong he does his own jab which is 10 ascertain and stale the true
financial position at the time of his avat. {Re London and General Bank’s case 1805

el
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Central Government required the Auditors' to report of certain Important aspects so it CA Ankush Golechha

issved MAOCARD. 1973 thereaner MADCARO 1988 and then CARO 2003 u/s 227 (4A) of
Compantes Act 1956. Now w's 143 the Central Government has issued CARO 2013 which has
superseded CARO 2003,

CARO 201315 applicable to every companies except

Lbanking company:

& an insurance company

m. Section 8 Company:;

wv. One Person Company;

vL. Private imiled company (All conditions 1o be satisfied)-

1. with a paild up capital and reserves Not mare than Rs 50 akh:

#.which does not have loan outstanding exceeding Rs. 25 lakh from any bank or Snancial Institution;
L goes not have a tumover exceeding As 5 crore at any paintof time during the FY.

We present herewith a comparisons of CARO 2015 vis-a-vis CARO 2003 and have also mentioned the probabie

reason for defetion of certain reporting requirement from CARO 20185.

Sr CARO 2015 CARO 2003
No

(1 Whether the company is maintaining proper Same as CARO 2003

(a) records showing full particulars, Including
quantitative detalls and situation of fixed
assets,

(i} Whether these fixed assets have been Same as CARO 2003

(b} physically verfied by the management at
reasonable intervals; whether any material Requirement to report disposing off of
discrepancies were noticed on such substantial part of fixed assets during the
verfication and if so, whether the same have year, if any, has been done away with,
been properly dealt with in the books of
account;

(i) Whether physical verification of inventory Same as CARO 2003

(a) has been conducted at reasonable intervals

e _bythe management;,

(i) Are the procedures of physical verification of Same as CARO 2003

(b} inventory followed by the management
reasonable and adequate in relation to the
size of the company and the nature of its
business. if not, the inadequaces in such
procedures should be reported;

(i) Whether the company is maintaining proper Same as CARO 2003
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records  of nventory and whether any
material discrepancies were noticed on
physical verification and if so, whether the
same have been properly deall with in the
books of account;

Whether the company has granted any
loans, sacured or unsecured to companies,
firms or other parties covered In the register
maintained under section 188 of the
Companies Act. If so,

Same as CARO 2003, except

. no need to mentioned about locans
accepted by company, detals to be
mentioned only about loans granted

ii. no need to mention number of parties

. and amount involved

whether receipt of the principal amount and
| interest are also regular, and

if overdue amount is more than rupees one

lakh, whether reasonable steps have been

taken by the company for recovery of the

principal and Interest;

is there an adequate intemal control system
commensurate with the size of the company
and the nature of its business, for the
purchase of inventory and fixed assets and
for the sale of goods and services. Whether
there Is a continuing fallure to correct major

Same as CARO 2003

| Same as CARO 2003

No need for reporting about rate on
interest being and other terms being
prejudicial to company as the same will

| be charged as per section 186(7)

Same as CARO 2003 except

i. sale of servicas also added

weakr In Internal control system.

in case the company has accepted deposits,
whether the directives issued by the Reserve
Bank of India and the provisions of sections
73 to 76 or any other relevant provisions of

the Companies Act and the rules framed
there under, where applicable, have been
complied with? If not, the nature of
contraventions should be stated,;

If an order has been passed by Company
Law Board or National Company Law
Tribunal or Reserve Bank of India or any
court or any other tribunal, whether the
| same has been complied with or not?
where maintenance of cost records has been
specified by the Central Government under
sub-section (1) of seclion 148 of the
Companies Act, whether such accounts and
| records have been made and maintained;
B the company regular In depositing
undisputed  statulory  dues  inchuding
provident fund, employees” state insurance,
income-tax, sales-tax, wealth lax, service
tax, duty of customs, duty of excise, value
added tax, cess and any other statutory dues
with the appropriate authorities and if not,
the extent of the arrears of outstanding
statutory dues as at the last day of the
| financial year concerned for a period of more

| Same as CARO 2003

| Same as CARO 2003

| Same as CARO 2003 except Investor

Education and Protection Fund removed
as the same has been added as vii ¢
below

Juy 2013
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