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Blockchain  Basics 

 

Blockchain  is  a lso  

known as  d is t r ibu ted  

ledger  technology  

(DLT)  — which  is ,  

perhaps,  the  s imples t  

def in i t ion  o f  what  

b lockchain  is .   

 

B lockchain  is  a  

foundat iona l  change 

in  how f inancia l  

records  are  c rea ted,  

kept ,  and updated .  

Rather  than  having 

one s ingle  owner ,  

b lockcha in  records  

a re  d is t r ibu ted  among 

a l l  the i r  users .  The 

genius  o f  the  

blockcha in  approach  

i s  in  us ing  a  complex  

sys tem of  consensus  

and  ver i f i ca t ion  to  

ensure  tha t ,  even wi th  

no  cen t ra l  owner  and  

 

 

 

 

 

 

wi th  t ime  lags 

be tween a l l  the  users ,   

never the less  a  s ingle ,  

agreed-upon vers ion  

o f  the  t ru th  

p ropagates  to a l l  

users  as  par t  o f  a  

permanent  record .  

Th is  c reates  a  k ind  o f  

‘un iversa l  en t ry  

bookkeeping’ ,  where  a  

s ingle  en t ry  i s  shared  

iden t ica l ly  and 

permanent ly  wi th  

every  par t ic ipant .  

 

In  convent iona l  

account ing,  records  

a re  s to red in  a  

cent ra l ized  locat ion ,  

be i t  a  co l lect ion  o f  

spreadsheet  f i les  o r  

the  database  o f  an 

account ing  sof tware  

appl ica t ion .  The 

accountant  en ters  

each record,  and   

 

 

 

 

 

per forms whatever   

act ions  a re  necessary  

to  serve  the  c l ient ’s   

needs.  When 

in fo rmat ion  about  the  

records  is  needed  by 

regula to rs  o r  c l ien ts ,  

the  accountan t  must  

re t r ieve  whatever  da ta  

is  needed and  p rov ide  

i t  to  the  request ing 

par ty .  Genera l ly ,  on ly  

the account  and 

audi to rs  have  d i rec t  

access  to  the 

cen t ra l ized  ledger .  

 

In  DLT  d is t r ibu ted  

ledger  techno logy,  on 

the o ther  hand,  

records  a re  en te red 

i n to  and s to red  in  a  

d is t r ibu ted,  o r  shared,  

ledger ,  wh ich  is  

genera l ly  made 

access ib le  to  a l l  

concerned par t ies .  
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“The measure of intelligence is the ability to change” -Albert 

Einstein 
 

The phenomenal growth of  blockchain technology raises both concerns and 

excitement for the accounting industry. Wil l  blockchain and accounting enjoy 

a symbiot ic relat ionship? Or, as some suggest,  do accountants need to start  

looking for a new l ine of  work? 

Much l ike blockchain technology itself ,  the answer is complex. In this issue, 

we look at this and other questions every accounting f irm should be asking, 

even if  they aren’t .  



In  th is  case,  the accountant ,  regu la to rs ,  aud i to rs ,  and c l ien ts  wou ld  each 

possess  an iden t ica l  copy o f  the  ledger  a t  a l l  t imes .  Of  course ,  each c l ient  

wou ld  have  access  on ly  to  the por t ion  o f  the  ledger  tha t  conta ins  the i r  own 

records .  Pub l ic  and  p r iva te  keys  a re  used  to  au thent icate  users .  

 

Fur ther ,  each  record  en te red  in to  the  b lockcha in  is  encryp ted,  and each 

en t ry  i s  au tomat ica l ly  da te  and t imestamped .  A  co l lect ion  o f  such records  

fo rm a  b lock—hence,  the  name b lockchain .  A un ique hash  st r ing 

represen t ing  the conten t  o f  a l l  records  is  updated  wi th  each  new record  

and the  updated  hash is  s to red  in  in  the  new da ta  b lock .  The hash  forms a 

un ique d ig i ta l  s igna ture  tha t  can be used to  ver i f y  tha t  no records have 

been changed once they were  en te red .  

 

A l though  b lockchain  technology  was c rea ted  to  serve  as the backbone fo r  

the  B i tco in  c ryp tocur rency  network ,  i t  has  appl icat ion  across  a  broad 

spec t rum o f  indus t r ies .  

 

The  bottom l ine on w hy accountants  should care  about  b lockchain  is  

because i t  provides  tw o advantages  that  are  crucial  to  the  account ing  

profession:  

  

 Transparency  

 Immutabi l i ty  

 

I t  i s  o f  t remendous  benef i t  to  the  in tegr i t y  o f  an  account ing  f i rm  that  the i r  

records  be  eas i ly  access ib le  to  au thor ized  persons .  Of  course ,  there  must  

be  ru les  govern ing  even  how au thor ized  en t i t ies  can  access   

f inancia l  records ,  and  b lockchain  uses  smar t  con t racts  to  accommodate  

such  ru les .  More  on smar t  con t rac ts  in  a  moment ;  for  now,  jus t  be aware  

tha t  t ransparency  does no t  mean lack  o f  secur i t y .  

 

Exper ts  be l ieve  b lockchain  account ing  is  the  next  s tep  fo r  the  bookkeeping  

indus t ry ,  and  fo r  good  reason .  As  we  wi l l  see,  DLT  has  majo r  impl icat ions  

fo r  the  account ing indus t ry ,  wh ich  should  concern  every  account ing 

p ro fess iona l .  

 

THE ACCOUNTING PERSPECTIVE:  THE POTENTIAL OF BLOCKCHAIN  

 

Blockchain  is  an account ing technology .  I t  i s  concerned  wi th  the  t ransfe r  

o f  ownersh ip  o f  asse ts,  and ma inta in ing  a  ledger  o f  accura te  f inanc ia l  

in fo rmat ion .  The account ing  p rofess ion  is  broad ly  concerned wi th  the 

measurement  and communica t ion  o f  f inanc ia l  in format ion ,  and  the  analys is  

o f  sa id  in fo rmat ion .  Much  of  the  p rofess ion  is  concerned  wi th  ascer ta in ing 

o r  measur ing  r ights  and ob l iga t ions  over  proper ty ,  o r  p lann ing how to  best  

a l locate  f inancia l  resources .  For  accountants ,  us ing  b lockchain  p rov ides  
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c la r i t y  over  ownersh ip  o f  asse ts  and  ex is tence  o f  ob l igat ions ,  and  cou ld  

d ramat ica l ly  improve  e f f i c iency .   

B lockchain  has the po tent ia l  to  enhance  the  account ing p rofess ion  by 

reduc ing  the  costs  o f  ma in ta in ing  and  reconci l ing  ledgers ,  and  p rov id ing 

absolu te  cer ta in ty  over  the  ownersh ip  and h is to ry  o f  asse ts .  

 

B lockchain  cou ld  he lp  accountants  ga in  c la r i t y  over  the  ava i lab le  resources  

and  ob l igat ions  o f  the i r  o rganisat ions ,  and  a lso  f ree  up  resources  to  

concent ra te  on  p lann ing  and va lua t ion,  ra ther  than recordkeeping .  

  

A longs ide  o ther  au tomat ion  t rends such  as  machine  learn ing,  b lockchain  

wi l l  lead  to  more  and more  t ransact iona l - leve l  account ing  be ing done – but  

no t  by accountants .  Ins tead,  successfu l  accountants  wi l l  be those tha t  work  

on assess ing  the  rea l  economic  in te rp reta t ion  o f  b lockchain  records ,  

marry ing the record  to  economic  rea l i t y  and va lua t ion .  For  example ,  

b lockcha in  m ight  make the ex is tence  o f  a  debto r  cer ta in ,  but  i t s  recoverab le  

va lue  and  economic  wor th  are  s t i l l  debateab le .  And an  asse t ’s  ownersh ip  

m igh t  be  ver i f iab le  by b lockchain  records ,  but  i t s  condi t ion ,  loca t ion and 

t rue  wor th  wi l l  s t i l l  need to  be  assured .   

 

By e l im ina t ing reconci l ia t ions  and p rov id ing  cer ta in ty  over  t ransact ion  

h is to ry ,  b lockchain  cou ld  a lso  al low fo r  inc reases  in  the  scope  of  

account ing,  b r inging  more  a reas  in to  cons idera t ion  that  a re  p resen t ly  

deemed too  d i f f icu l t  o r  unre l iab le  to  measure ,  such  as  the  va lue  of  the  da ta  

tha t  a  company ho lds .  

 

B lockchain  is  a  rep lacement  for  bookkeeping  and reconc i l ia t ion  work .  Th is  

cou ld  threa ten  the  work  o f  accountants  in  those a reas ,  wh i le  add ing  

s t rength  to  those focused on  prov id ing va lue  e lsewhere .  For  example ,  in  

due d i l igence  in  mergers  and  acquis i t ions ,  d is t r ibuted  consensus  over  key 

f igu res  a l lows  more  t ime  to  be  spent  on  judgementa l  a reas  and  advice,  and 

an  overa l l  f as ter  p rocess .  
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Blockchain  technology  may represent  the  next  s tep  fo r  account ing  

Ins tead  o f  keeping separate  records  based on t ransac t ion  rece ip ts ,  

companies  can wr i te  the i r  t ransact ions  d i rec t ly  in to  a  jo in t  reg is te r ,  

creat ing  an  in te r lock ing  sys tem of  endur ing  account ing  records .  S ince 

al l  ent r ies  are  d is t r ibu ted  and  c ryp tograph ica l ly  sea led ,  fa ls i f y ing  or  

des t roy ing  them to  conceal  ac t iv i t y  i s  p rac t ica l ly  imposs ib le .  I t  is  s imi lar  

to  the  t ransac t ion  be ing ver i f ied  by a  no ta ry  –  on ly  in  an  e lec t ron ic  way.  

 

The companies  would  benef i t  in  many ways :  S tandard isa t ion  wou ld  a l low 

audi to rs  to  ver i f y  a  la rge  por t ion  o f  the  most  impor tan t  data  behind  the 

f inancia l  s ta tements  automat ica l ly .  The cos t  and t ime necessary  to  

conduct  an aud i t  wou ld  dec l ine  cons iderab ly .  Audi to rs  cou ld  spend  f reed  

up t ime on  a reas  they can add  more va lue ,  e .g .  on  very  complex  

t ransac t ions  o r  on  in te rna l  con t ro l  mechanisms .  

 

How  Big  Four  f i rms  are  us ing blockchain  

 

The Big Four  account ing f i rms a re  lead ing the way when i t  comes to  

b lockcha in  research  for  account ing p rac t ices .  Ernst  &  Young was  the 

f i rs t  to  begin  accep t ing  Bi tco in  as  a  payment  method,  and  Pr ice  

wate rhouseCoopers  has jo ined  them. Delo i t te  and KPMG may no t  a l low 

fo r  B i tco in  payments  ye t ,  bu t  tha t  doesn ’ t  mean they ’ re  ignor ing 

b lockchain .  

 

KPMG launched a Dig i ta l  Ledger  Serv ices  p rogram in  2016 wi th  the a im 

of  he lp ing  f inancia l  se rv ices  companies  invest iga te  b lockchain  

appl ica t ion .  Last  year ,  the  f i rm  par tnered  wi th  Mic rosof t  to  c reate  the 

“B lockchain  Nodes”  in i t ia t ive  wi th  the s ta ted  goal  o f  ident i f y ing  “new 

appl ica t ions  and use  cases  fo r  b lockcha in  technology . ”  KPMG is  a  

member  o f  the  W al l  S t ree t  B lockchain  A l l iance  as  we l l .   

 

De lo i t te  f i rs t  got  in to  the  b lockchain  game a l l  the  way back  in  2014  wi th  

the  launch o f  Rubix ,  b i l led  as  a  “one-s top  b lockchain  sof tware  p la t fo rm . ”  

S ince  then,  they ’ve  cont inued to  d ivers i f y  the i r  o f fe r ings,  exp lo r ing 

in i t ia l  co in  o f fe r ings  ( ICOs),  wh ich  a re  s imi la r  to  IPOs bu t  use a 

cryp tocur rency  ins tead  o f  s tock .  Thei r  par tnersh ip  wi th  W aves  P la t form 

is  po ised  to  make  ICOs and c rypto - t rad ing  more accessib le  than  ever  

be fore .  
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I t  seems  every  month we hear  about  new ways 
that  B ig  Four  f irms  are  dipping  their  toes  into 
these  exci t ing,  uncharted  waters .   for  instance,  
PwC announced the f irs t  ever  wide-release 
blockchain  audit ing  service.  The service  audits  
company  blockchain  services ,  ensur ing  they’re  
us ing  the technology  correct ly  and ef fect ively .  
 



Whi le  th is  migh t  seem l ike  a  laundry  l i s t ,  the  t ru th  is  that  we ’ re  a t  the  

beginn ing  o f  the  p rocess  when i t  comes to  d iscover ing  uses fo r  

b lockcha in .  Over  the  next  few years ,  th is  t rend  is  po ised  to  con t inue  on 

an  upward  t ra jec tory .  

 

How  can businesses  take  advantage of  the  b lockchain  technology?  

 

Now tha t  we  know the  benef i ts  o f  b lockchain  technology,  le t  us  see  how i t  

can he lp  bus inesses .  The b lockchain  techno logy  is  main ly  used to  s to re  

the  records  and t ransact ions .  The ledger  may conta in  s ta t ic  o r  t rade-ab le  

i n format ion .  

 

1.  Stat ic  regis try (Land Registry) :  

 

Here  the ledger  consis ts  o f  records  that  a re  s to red as a  re fe rence  

purpose .  Take ,  fo r  ins tance ,  the  land t i t le .  There  a re  many cases o f  

ambigu i ty  in  t i t le  ownersh ip .  W i th  b lockcha in  technology,  the  records  once 

s to red cannot  be a l tered .  Any changes a re  t ime  s tamped .  In  case o f  

d ispu te,  the  t i t le  can  be  t racked  th rough  the  pa th  o f  o r ig in .  The  other  

places  where  i t  can  beused  are  in  pa tents ,  research  a r t ic les ,  and  food 

sa fety  &  o r ig in  ledgers .  

 

2.  Ident i ty:  

 

Th is  is  s im i lar  to  the  s ta t ic  reg is t ry .  Bu t   

th is  f o rms a  separate  case  due  to  the   

ident i t y - re la ted in format ion s to red .  The   

segments  where  i t  can  be  used  a re  fo r  

ident i t y  f rauds ,  vo t ing,  c iv i l  reg is t ry ,  

po l ice records ,  and cour t  cases .  

 

3 .  Smart  contracts :  

 

Here ,  a  set  o f  p re-def ined  cond i t ions  has  to  be  met  i f  the  t ransac t ion  has 

to  get  va l ida ted .  Upon  meet ing the  condi t ions,  the  act ions  are  

au tomat ica l ly  t r iggered .  Say,  fo r  example ,  in  the  insurance -c la im payout .  

The  insurance  p rov ider  can  se t  the  condi t ions  to  be  met  fo r  insurance  

c la ims .  The  amount  i s  t ransfer red  on ly  i f  the  consumer ’s  c la ims  sat is f y  

the c o n d i t i o n s  s e t  i n  t h e  c o n t r a c t .  O t h e r  a r e a s  w h e r e  i t  c a n  b e  

i m p l e m e n t e d  a r e  m u s i c  r e l e a s e s ,  c a s h - e q u i t y  t r a d i n g  a n d  s o  o n .  

 

4 .  D y n a m i c  r e g i s t r y :  

 

T h e  l e d g e r ,  i n  t h i s  c a s e ,  k e e p s  u p d a t i n g  a s  g o o d s / s e r v i c e s  a r e  

e x c h a n g e d  o n  t h e  d i g i t a l  p l a t f o r m .  T h e  b e s t  u s e  c a s e  i s  i n  a  d r u g -

s u p p l y  c h a i n .  T h e  s u p p l y  o f  d r u g s  r i g h t  f r o m  t h e  m a n u f a c t u r e r  t o  

t h e  d i s t r i b u t o r  a n d  f i n a l l y  t o  t h e  d r u g  s t o r e  c a n  b e  m a p p e d .  T h e  

u p d a t e s  p r o v i d e  i n f o r m a t i o n  o n  t h e  m o v e m e n t  o f  d r u g s  a n d  t h i s  c a n  

b e  u s e d  t o  s t o p  t h e  s u p p l y  o f  c o u n t e r f e i t  d r u g s  i n  t h e  m a r k e t .  
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5 .  P a y m e n t  r e g i s t r y :  

 

T h i s  i s  a  d y n a m i c  r e g i s t r y  t h a t  u p d a t e s  a s  t h e  c a s h  o r  

c r y p t o c u r r e n c y  p a y m e n t s  a r e  m a d e  o n  t h e  n e t w o r k .  T h i s  i s  

a d v a n t a g e o u s  f o r  i n t e r n a t i o n a l  p a y m e n t s  i n  b u s i n e s s .  

 

E m b r a c e  a n d  W i n  i t :  

 

B l o c k c h a i n  t e c h n o l o g y  i s  n e w  f r o n t i e r  f o r  t h e  a c c o u n t i n g  a n d  i t   i s  

a l r e a d y  d i s r u p t i n g  a  n u m b e r  o f  i n d u s t r i e s ,  a n d  i t  i s  h e r e  t o  s t a y .  

T h o u g h  i n  i t s  i n f a n c y ,  i t s  a p p l i c a t i o n s  w i l l  o n l y  c o n t i n u e  t o  

i n c r e a s e .  T h e  o n e  w h o  s t a r t  e a r l y  a l w a y s  h a v e  t h e  u p p e r  h a n d .  

 

D e s p i t e  t h e  h u r d l e s  t h a t  l i e  a h e a d ,  i t  i s  w i d e l y  b e l i e v e d  t h a t  D L T  

c o u l d  r e v o l u t i o n i z e  t h e  c o r e  i n f r a s t r u c t u r e  s y s t e m s  o f  a c c o u n t i n g  

i n d u s t r y  a r o u n d  t h e  g l o b e ,  t h e r e b y  b r i n g i n g  i n  g r e a t e r  t r a n s p a r e n c y  

a n d  e f f i c i e n c y .  B u t  w i l l  i t  m a k e  a c c o u n t a n t s  i r r e l e v a n t ?  N o ,  b u t  i t  

w i l l  c h a n g e  t h e  w a y  i n  w h i c h  a c c o u n t a n t s  d o  t h e i r  w o r k  –  m u c h  l i k e  

c o m p u t e r s  h a v e  c o n t i n u e d  t o  c h a n g e  t h e  w a y s  i n  w h i c h  e v e r y o n e  

d o e s  w o r k .  S o ,  e m b r a c e  t h i s  n e w  t e c h n o l o g y .  G e t  “ s c h o o l e d ”  i n  i t ;  

p r o m o t e  i t  t o  c l i e n t s  a n d  p o t e n t i a l  e m p l o y e r s .  Y o u  d o n ’ t  n e e d  t o  

u n d e r s t a n d  t h e  i n t r i c a c i e s  o f  t h e  t e c h n o l o g y  –  t h a t ’ s  f o r  

d e v e l o p e r s .  Y o u  n e e d  t o  u n d e r s t a n d  h o w  t o  u s e  i t  t o  y o u r  

emp l o y e r ’ s  o r  y o u r  c l i e n t s ’  a d v a n t a g e  –  t h i s  k e e p s  y o u  r e l e v a n t  a n d  

i n  d e m a n d .  
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I n t r o d u c t io n :  
G l o b a l i z a t io n  i s  n o t  n e w ,  
b u t  t h e  p a c e  o f  
i n t e g rat i on  o f  n a t i o n a l  
e c o n o m i c s  a n d  m a r k e t  
h a s  i n c r e a s e d  
s u b s t an t i a l l y  i n  r e c e n t  
y e a r s .  T h e  f r e e  
m o v e m e n t  o f  c a p i t a l  a n d  
l a b o u r ,  t h e  s h i f t  o f  
m a n u f ac t u r in g  b a s e s  f rom  
h i g h  c o s t  t o  l o w  c o s t  
l o c a t i o n s ,  t h e  g r a d u a l  
r e m o v a l  o f  t r a d e  b a r r iers ,  
d e v e l o p m en t s  i n  a r e a s  o f  
t e c h n o l o gy  a n d  
t e l e c o m m u n i c a t io n ,  a n d  
t h e  e v e r  i n c r e a s i n g  
i m p o r tanc e  o f  m a n a g i ng  
r i s k s  a n d  o f  d e v e l o p in g ,  
p r o t ec t in g  a n d  e x p l o i t in g  
i n t e l le c t u a l  p r o p e rt y ,  
h a v e  h a d  a n  i m p o r t an t  
i m p a c t  o n  t h e  w a y  c r o s s  
b o r d e r  a c t i v i t i es  t a k e  
p l a c e .  G l o b a l i z at i on  h a s  
b o o s t e d  t r a d e  a n d  
i n c r e a s e d  f o r e i gn  d i r e c t  
i n v e s t m ents  i n  m a n y  
c o u n t r ie s  w h i c h  s u p p o rt s  
g r o w t h ,  c r e a t e s  j o b s ,  
f o s t e r s  i n n o v at i on  a n d  
h a s  u p l i f t ed  m i l l i o n s  f r o m  
p o v e r t ie s .  
 
A s  e a r l y  a s  t h e  1 9 2 0 s ,  t h e  
L e a g u e  o f  N a t i o n s   
 

 
r e c o g n i z ed  t h a t  t h e  
i n t e ra c t i on  w i t h  d o m e s t i c  
t a x  s y s t e m s  c a n  l e a d  t o  
d o u b l e  t a x a t i o n  h a v i n g  
a d v e rs e  e f f e c t s  o n  
g r o w t h  a n d  g l o b a l  
p r o s p er i t y .  C o u n t r ie s  
a r o u n d  t h e  w o r l d  a g r e e  
o n  n e e d  t o  e l i m i n a t e  
d o u b l e  t a x a t i o n  a n d  n e e d  
t o  a c h i e v e  t h i s  o n  t h e  
b a s i s  o f  a g r e e d  
i n t e rn at i on a l  r u l e s  t h a t  
a r e  c l e a r  a n d  p r e d ic t ab le ,  
g i v i n g  c e r t a i n t y  t o  b o t h  
g o v e r n m e n t s  a n d  
b u s i n e s s e s .  I n t e rn a t io n a l  
t a x  l a w i s  t h e r efo re  a  ke y  
p i l l a r  i n  s u p p o rt in g  t h e  
g r o w t h  o f  t h e  g l o b a l  
e c o n o m y .  
 
M N C ’ s  n o w  r e p r es e n t  a  
l a r g e  p r o p o rt i on  o f  g l o b a l  
G D P .  A l s o ,  i n t r a  f i r m  
t r a d e  r e p re s en t s  a  
g r o w i n g  p r o p or t io n  o f  
o v e r a l l  t r a d e .  
G l o b a l i s a t io n  h a s  
r e s u l t e d  i n  a  s h i f t  f r o m  
c o u n t ry  s p e c i f i c  
o p e r a t in g  m o d e l s  t o   
g l o b a l  m o d e s  b a s e d  o n  
m a t r i x  m a n a g e m en t  
o r g a n is a t i on s  a n d  
i n t e g rat e d  s u p p ly  c h a i n s   
 

 
t h a t  c e n t r a l i z e  s e v e r a l   
f u n c t io n s  a t  a  r e g i o n a l  o r  
g l o b a l  l e v e l .  M o r e o ve r ,  
t h e  g r o w i n g  i m p o r t a n c e  
o f  t h e  s e r v i c e  c o m p o n e n t  
o f  t h e  e c o n o m y ,  a n d  o f  
d i g i t a l  p r o d u c t s  t h a t  
o f t e n  c a n  b e  d e l i v e red  
o v e r  t h e  i n t e rne t ,  h a s  
m a d e  i t  m u c h  e a s i e r  f o r  
b u s i n e s s e s  t o  l o c a t e  
m a n y  p o t e n t i a l  c u s t o m e rs  
i n  g e o g r a p h ic  l o c a t i o n s  
t h a t  a r e  d i s t a n t  f r o m  
t h e i r  p h y s ic a l  l o c a t i o n .   
T h e s e  d e v e l o p m en t s  h a v e  
b e e n  e x a c e r b a t e d  b y  t h e  
i n c r e a s i n g  s o p h i s t i c a t io n  
o f  t a x  p l a n n e rs  i n  
i d e n t i f y in g  a n d  e x p l o i t in g  
t h e  l e g a l  a r b i t r ag e  
o p p o rt u n i t i es  a n d  
b o u n d ar i e s  o f  a c c e p t a b le  
t a x  p l a n n in g ,  t h u s  
p r o v id i n g  M N C s  w i t h  
m o r e  c o n f i d en c e  i n  i n  
t a k i n g  a g g re s s i ve  t ax  
p o s i t i on s  w h i c h  g re at ly  
m i n i m i ze  t h e i r  t ax  
b u rd en .  T h i s  l e d  t o  a  
t e n s e  s i t u at i o n  i n  w h i c h  
c i t i ze n s  h ave  b e co m e  
m o re  s e n s i t i ve  t o  t ax  
fa i r n e s s  i s s u e s .  I t  h a s  
b e co m e  a  c r i t i ca l  i s s u e  
fo r  a l l  p a r t ie s .  
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G o v e r n m e n t  a r e  h a r m e d .  
M a n y  g o v e r n m en t s  h a v e  
t o  c o p e  wi t h  l e s s  r e v e n ue  
a n d  a  h i g h e r  c o s t  t o  
e n s u re  c o m p l i a n c e .  
M o r e o v er ,  B E P S  
u n d e rm in e s  t h e  i n t e gr i t y  
o f  t h e  t a x  s y s t e m ,  a s  t h e  
p u b l i c ,  t h e  m e d i a  a n d  
s o m e  t a x p a y e rs  r e p o r t ed  
l o w  c o r p o r a t e  t a x e s  t o  b e  
u n f a i r .  I n  d e v e l op i n g  
c o u n t r ie s ,  t h e  l a c k  o f  t a x  
r e v e n u e  l e a d s  t o  c r i t i c a l  
u n d e r  f u n d in g  o f  p u b l i c  
i n v e s t m en t  t h a t  c o u l d  
h e l p  p r o m o t e  e c o n o m i c  
g r o w t h .  O v e r a l l  r e s o u rc e  
a l l o c a t i o n ,  a f f e c t e d  b y  
t a x - m o t iv at e d  b e h a v i o r ,  
i s  n o t  o p t i m al .  
 
I n d i v i d u a l  t a x p a y e r s  a r e  
h a r m e d .  
W h e n  t a x  r u l e s  p e r m i t  
b u s i n e s s e s  t o  r e d u c e  
t h e i r  t a x  b u rd e n  b y  
s h i f t i n g  t h e i r  i n c o m e  
a w a y  f r o m  j u r i s d ic t io n s  
w h e r e  i n c o m e  p r o d u c i n g  
a c t i v i t ie s  a r e  c o n d u c t e d ,  
o t h e r  t a x p a y ers  i n  t h a t  
j u r i s d i c t i on  b e a r  a  
g r e a t er  s h a r e  o f  b u r den.  
 
B u s i n e s s e s  a r e  h a r m e d .  
M N C s  m a y  f a c e  
s i g n i f i c a n t  r e p u t at i on a l  
r i s k  i f  t h e i r  e f f e c t i ve  t a x  
r a t e  i s  v i e w e d  a s  b e i n g  
t o o  l o w .  A t  t h e  s a m e  
t i m e ,  d i f f e re n t  
b u s i n e s s e s  m a y  a s s e s s  
s u c h  r i s k  d i f fere nt ly ,  a n d  
f a i l i n g  t o  t a k e  a d v a n t a ge  
o f  l e g a l  o p p o rt u ni t i es  t o  
r e d u c e  a n  e n t e rp r i s e ’ s  
t a x  b u rd en  c a n  p u t  i t  a t  a  
c o m p e t i t i ve  

d i s a d va n t ag e .  S i m i l a r ly ,  
c o r p o r at e s  t h a t  o p e r a t e  
o n l y  i n  d o m e s t i c  m a r ke t s  
h a v e  d i f f i c u l t y  c o m p e t i n g  
w i t h  M N C s  t h a t  h a v e  t h e  
a b i l i t y  t o  s h i f t  t h e i r  
p r o f i t s  a c r o s s  b o r d e rs  t o  
a v o i d  o r  r e d u c e  t a x .  F a i r  
c o m p e t i t i on  i s  h a r m e d  b y  
t h e  d i s t o r t i o n s  i n d u c e d  
b y  B E P S .  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
B a c k g r o u n d :  
T a x a t i o n  i s  a t  t h e  c o r e  o f  
c o u n t r ie s  s o v e r e i g n t y ,  
b u t  t h e  i n t e ra c t i on  o f  
d o m e s t i c  t a x  r u l e s  i n  
s o m e  c a s e s  l e a d s  t o  g a p s  
a n d  f r i c t io n s .  W h e n  
d e s i g n in g  t h e i r  d o m e s t i c  
t a x  r u l e s ,  s o v e r e i g n  
s t a t e s  m a y  n o t  
s u f f i c i e n t ly  t a k e  i n t o  
a c c o u n t  t h e  e f f e c t  o f  
o t h e r  c o u n t r ie s  r u l e s .  
T h e  i n t e rac t io n  o f  
i n d ep e n d en t  s e t s  o f  r u l e s  
e n f o rc e d  o n  o t h e r  
c o u n t r ie s  c r e a t e s  
f r i c t io n s ,  i n c l u d i n g  
p o t e nt i a l  d o u b l e  t a x a t i o n  
f o r  c o r p o r a t io n s  
o p e r a t in g  i n  s e v e r a l  
c o u n t r ie s .  I t  a l s o  c r e a t e s  
g a p s ,  i n  c a s e s  w h e r e  
c o r p o r at e  i n c o m e  i s  n o t  

t a x e d  a t  a l l ,  e i t h e r  b y  t h e  
c o u n t ry  o f  s o u r c e  o r  t h e  
c o u n t ry  o f  r e s i d e n c e  o r  i s  
o n l y  t a x e d  a t  n o r m a l  
r a t e s .  I n  t h e  d o m e s t i c  
c o n t e x t ,  c o h e r e n c e  i s  
u s u a l ly  a c h i e v ed  t h r o u g h  
a  p r i n c i p a l  o f  m a t c h i n g  a  
p a y m e n t  t h a t  i s  
d e d u c t i b le  b y  t h e  p a y e r  
i s  g e n e r a l l y  t a x a b l e  i s  n o  
s i m i l a r  p r i n c i p a l  o f  
c o h e r e n c e  a t  t h e  
i n t e rn at i o n a l  l e v e l ,  w h i c h  
l e a v e s  p l e n t y  o f  r o o m  f o r  
a r b i t ra ge  b y  t a x p a y e rs ,  
t h o u g h  s o v e r e i g n  s t a t e s  
h a v e  c o  o p e r a t ed  t o  
e n s u re  c o h e r e n c e  i n  a  
n a r ro w  f i e l d ,  n a m e l y  t o  
p r e v en t  d o u b l e  t a x a t i o n .  
 
T h e  i n t e rna t i o n a l  
s t a n d a rd s  h a v e  s o u g h t  t o  
a d d re s s  t h e s e  f r i c t io n s  i n  
a  w a y  t h a t  r e s p e c t s  t a x  
s o v e r e i g n t y ,  b u t  g a p s  
r e m a i n .  S i n c e  a t  l e a s t  t h e  
1 9 2 0 s ,  i t  h a s  b e e n  
r e c o g n i z ed  t h a t  t h e  
i n t e ra c t i o n  o f  d o m e s t i c  
t a x  s y s t e m s  c a n  l e a d  t o  
o v e r l a p s  i n  t h e  e x e r c i s e  
o f  t a x i n g  r i g h ts  t h a t  i n  
t u r n  c a n  r e s u l t  i n  d o u b l e  
t a x a t i o n .  C o u n t r i es  h a v e  
l o n g  w o r k e d  a n d  a r e  
s t r o n g l y  c o m m i t t e d  t o  
e l i m i n a t e  s u c h  d o u b le  
t a x a t i o n  i n  o r d e r  t o  
m i n i m i z e  t r a d e  
d i s t o r t i o n s  a n d  
i m p e d im en t s  t o  
s u s t a i n ab l e  e c o n o m i c  
g r o w t h ,  w h i l e  a f f i rmi n g  
t h e i r  s o v e r e i gn  r i g h t  t o  
e s t a b l i s h  t h e i r  o w n  t a x  
r u l e s .   
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T h e r e  a r e  g a p s  a n d  
f r i c t io n s  a m o n g  d i f f e ren t  
c o u n t r ie s  t a x  s y s t e m s  
t h a t  w e r e  n o t  t a k e n  i n t o  
a c c o u n t  i n  d e s i g n in g  t h e  
e x i s t i n g  s t a n d ard s  a n d  
w h i c h  a r e  n o t  d e a l t  w i t h  
b y  b i l a t e ra l  t a x  t r e a t ie s .  
T h e  g l o b a l  e c o n o m y  
r e q u i res  c o u n t r i es  t o  
c o l l a b o ra t e  o n  t a x  
m a t t e rs  i n  o r d e r  t o  a b l e  
t o  p r o t e c t  t h e i r  t a x  
s o v e r e i g n t y .  
I n  m a n y  c i r c u m s t a n c e s ,  
t h e  e x i s t i n g  d o m e s t i c  l a w  
a n d  t r e a t y  r u l e s  
s o v e r n in g  t h e  t a x a t i o n  o f  
c r o s s  b o r d er  p r o f i t s  
p r o d u c e  t h e  c o r r e c t  
r e s u l t s  a n d  d o  n o t  g i v e  
r i s e  t o  B E P S .  
I n t e rnat i o na l  c o o p e r a t i on  
h a s  r e s u l t e d  i n  s h a r e d  
p r i n c i p le s  a n d  a  n e t w o r k  
o f  t h o u s an d s  a n d  t h a t  
t h e re f o re  g e n e r a l ly  r e s u l t  
i n  t h e  p r e v en t i on  o f  
d o u b l e  t a x a t i o n  o n  
p r o f i t s  f r o m  c r o s s  b o r d er  
a c t i v i t ie s .  C l a r i t y  a n d  
p r e d i c t ab i l i t y  a r e  
f u n d a m en t a l  i n  b u i ld in g  
o n  t h i s  e x p e r i e n c e .  A t  
t h e  s a m e  t i m e ,  i n s t a n c e s  
w h e r e  t h e  c u r r e n t  r u l e s  
g i v e  r i s e  t o  r e s u l t s  t h a t  
g e n e r at e  c o n c e r n s  f r o m  a  
p o l i c y  p e r s p ec t iv e  s h o u l d  
b e  t a c k l e d .  
 
T h e  s p r e a d  o f  t h e  d i g i t a l  
e c o n o m y  a l s o  p o s e s  
c h a l l e ng es  f o r  
i n t e rn at i on a l  t a x a t i o n .  
T h e  d i g i t a l  e c o n o m y  i s  
c h a r a c t er i z e d  b y  a n  
u n p a ra l l e l ed  r e l i a n c e  o n  
i n t a n g i b le  a s s e t s ,  t h e  

m a s s i v e  u s e  o f  d a t a  
( n o t a b ly  p e r s o n a l  d a t a ) ,  
t h e  w i d e s p r ea d  a d o p t i on  
o f  m u l t i  s i d e d  b u s i n e s s  
m o d e l s  c a p t u r in g  v a l u e  
f r o m  e x t e r n a l i t i e s  
g e n e r at e d  b y  f r e e  
p r o d u c t s ,  a n d  t h e  
d i f f i c u l t y  o f  d e t e rm in in g  
t h e  j u r i s d i c t i on  i n  w h i c h  
v a l u e  c r e a t i on  o c c u r s .  
T h i s  r a i s e s  f u n d am e n t a l  
q u e s t i o ns  a s  t o  h o w  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
e n t e rp r i s e s  i n  t h e  d i g i t a l  
e c o n o m y  a d d  v a l u e  a n d  
m a k e  t h e i r  p r o f i t s ,  a n d  
h o w  t h e  d i g i t a l  e c o n o m y  
r e l a t e s  t o  t h e  c o n c e p t s  o f  
s o u r c e  a n d  r e s i d e n c e  o r  
t h e  c h a r a c t er i z a t io n  o f  
i n c o m e  f o r  t a x  p u r p o s e s .  
A t  t h e  s a m e  t i m e ,  t h e  
f a c t  t h a t  n e w  w a y s  o f  
d o i n g  b u s i n e s s  m a y  r e s u l t  
i n  a  r e l o c a t i on  o f  c o r e  
b u s i ne s s  f u nc t io ns  a n d ,  
c o n s e q u e n t ly ,  a  d i f f e ren t  
d i s t r ib u t io n  o f  t a x i n g  
r i g h t s  w h i c h  m a y  l e a d  t o  
l o w  t a x a t i o n  i s  i n d i c a t o r  
o f  d e f e c t s  i n  t h e  e x i s t i n g  

s y s t e m . T h es e  w e a k n e s s e s             
p u t  t h e  e x i s t i n g  
c o n s e n s u s - ba s e d  
f r a m e w o rk  a t  r i s k  a n d  a  
b o l d  m o v e  b y  p o l i c y  
m a k e r s  i s  n e c e s s a r y  t o  
p r e v en t  w o r s e n i n g  
p r o b l e ms .   
 
I n  f a c t ,  i f  t h e  a c t i o n  p l a n  
f a i l s  t o  d e v e l o p  e f f e c t iv e  
s o l u t i o n s  i n  a  t i m e l y  
m a n n e r ,  s o m e  c o u n t r ie s  
m a y  b e  p e r s u ad e d  t o  t a k e  
u n i l a t e ra l  a c t i o n  f o r  
p r o t ec t in g  t h e i r  t a x  b a s e ,  
r e s u l t i n g  i n  a v o i d ab l e  
u n c e r t a in t y  a n d  
u n r e l ie ve d  d o u b le  
t a x a t i o n .  I t  i s  t h e re f o re  
c r i t i c a l  t h a t  g o v e r n m en t s  
a c h i e v e  c o n s e n s u s  o n  
a c t i o n s  t h a t  w o u l d  d e a l  
w i t h  t h e  a b o v e  w e a k n e s s .  
A s  t h e  G 2 0  l e a d e rs  
p o i n t ed  o u t ,  “ D e s p i t e  t h e  
c h a l l e n g e  w e  a l l  f a c e  
d o m e s t i c a l l y ,  w e  h a v e  
a g r e e d  t h a t  
m u l t i la t e ra l i s m  i s  o f  e v e n  
g r e a t er  i m p o r t an c e  i n  t h e  
c u r r e n t  c l i m a t e ,  a n d  
r e m a i n s  o u r  b e s t  a s s e t  t o  
r e s o l v e  t h e  g l o b a l  
e c o n o m y ’ s  d i f f i c u l t ie s .  
I n  c h a n g in g  i n t e rn a t io n a l  
t a x  e n v i ro n me n t ,  a  
n u m b e r  o f  c o u n t r i e s  h a v e  
e x p r e s s e d  a  c o n c e r n  
a b o u t  h o w  i n t e rn at i o n a l  
s t a n d a rd s  o n  w h i c h  
b i l a t e ra l  t a x  t r e a t ie s  a r e  
b a s e d  a l l o c a t e  t a x i n g  
r i g h ts  b e t w e e n  s o u r c e  
a n d  r e s i d en c e  s t a t e s .  
T h e  G 2 0  f i n an c e  
m i n i s t r i es  c a l l e d  o n  t h e  
O E C D  t o  d e v e l o p  a n  
a c t i o n  p l a n  t o  a d d re s s  
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B E P S  i s s u e s  i n  c o o r d i n at e d  a n d  c o m p r e h e n s iv e  m a n n e r .  S p e c i f i c a l ly ,  t h i s  a c t i o n  
p l a n  s h o u l d  p r o v ide  c o u n t r i es  w i t h  d o m e s t i c  a n d  i n t e rna t io na l  i n s t r um ents  t h a t  
w i l l  b e t t e r  a l i g n  r i g h t s  t o  t a x  w i t h  e c o n o m i c  a c t i v i t y .  A s  c a l l e d  f o r  t h e  r e c e n t  
O E C D  r e p o r t  o n  B E P S ,  a d d r es s i n g  B a s e  E r o s i o n  a n d  P r o f i t  S h i f t in g ,  t h i s  a c t i o n  
p l a n s  w e r e  s t r u c t u re d  a r o u n d  t h r e e  f u n d a m en t a l  p i l l a rs  
 
I . I n t ro d u c in g  c o h e r e n c e  i n  t h e  d o m e s t i c  r u l e s  t h a t  a f f e c t  c r o s s  b o a r d e r  a c t i v i t ie s .  

 
I I .R e i n f or c in g  o f  s u b s t an c e  r e q u i re m en t s  i n  e x i s t i n g  i n t e rna t io n a l  s t a n d a rds ;  
a l i g n m en t  o f  t a x a t i o n  w i t h  l o c a t i o n  o f  v a l u e  c r e a t i o n  a n d  e c o n o m i c  a c t i v i t y .  

 
I I I . I m p r o v in g  t r a n s p a ren c y  a n d  t a x  c e r t a i n t y .  

 
T h e  B E P S  a c t i o n  p l a n  i d e n t i f i es  f i f t e e n  a c t i o n s  t o  a d d r es s  B E P S  i n  a  
c o m p r e h e n s iv e  m a n n e r  a n d  s e t s  a  d e a d l i n e  t o  i m p l e m e n t  t h o s e  a c t i o n s .  
 
A  b r i e f  c l a s s i f i c a t i on  o f  t h e  v a r i o u s  a c t i o n  p l a n s  b a s e d  o n  t h e  f u n d a m en t a l  p i l l a rs  
i s  a s  u n d e r .  
 
 
 Horizontal 

Action 1 

Digital Economy 

Action 15 

Multilateral 
instrument 

Coherence 

Action 2 

Neutralize the 
effects of hybrid 

mismatch 
arrangements 

Action 3  

Strengthen CFC 
rules 

Action 4 

Limit interest 
deductibility 

Substance 

Action 5- 1st 
Component 

Preferential tax 
regimes   

Action 6 

Prevent treaty 
abuse 

Action 7 

Prevent the 
artificial 

avoidance of PE 
status 

Action 8-10 

Aligning transfer 
pricing outcomes 

with value creation: 
Intangibles; Risk and 

capital other high risk 
transactions 

Transparency 

Action 5- 2nd 
Component 

Exchange of 
information on 

tax rulings  

Action 11 

Data Analysis 

Action 12 

Mandatory 
disclosure rules 

Action 13 

Re-Examine 
transfer pricing 
documentation 

Action 14 

Dispute 
resolution  

The complete explanation about this action plans will be discussed in next news letter by 
action wise. 
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I n  o u r  P r e v i o u s  E d i t i o n  
o f  N e w s l e t t e r ,  w e  h a v e  
d i s c u s s e d  a b o u t  w h o  
c a n  m a k e  a  w i l l ,  
C o m m o n  T e r m s ,  
A d v a n t a g e s  a n d  D o s  
a n d  D o n ’ t s  i n  t h e  W i l l .  
I n  t h i s  e d i t i o n ,  w e  
s h a l l  l o o k  i n t o  t h e  
L a w s  G o v e r n i n g  t h e  
W i l l s  a n d  I n t e s t a t e  
S u c c e s s i o n .   
G e n e r a l l y ,  t h e  W i l l s  
a r e  g o v e r n e d  b y  t h e  
I n d i a n  S u c c e s s i o n  A c t  
1 9 2 5 .  H o w e v e r .  M a n y  
o f  t h e  s e c t i o n s  a r e  n o t  
a p p l i c a b l e  t o  H i n d u s ,  
B u d d h i s t s ,  S i k h s ,  o r  
J a i n s .  F u r t h e r ,  m o s t  o f  
t h e  p r o v i s i o n s  d o  n o t  
a p p l y  t o  M u s l i m s .  
 
W H A T  L A W  G O V E R N S  
T H E  T E S T A T O R ?  
F o r  t h e  i m m o v a b l e  
p r o p e r t i e s  i n  t h e  W i l l ,  
m a k i n g  o f  W i l l s  w i l l  b e  
g o v e r n e d  b y  t h e  l a w  o f  
t h e  p l a c e  w h e r e  
p r o p e r t y  i s  s i t u a t e d .  
H o w e v e r ,  t h i s  
p r o p o s i t i o n  i s  
i m p o r t a n t  o n l y  i f  t h e r e  
a r e  p r o p e r t i e s  o u t s i d e  
I n d i a .  
F o r  t h e  m o v a b l e  

p r o p e r t i e s  i n  t h e  W i l l ,  
w i l l  b e  g o v e r n e d  b y  t h e  
l a w  o f  t e s t a t o r ’ s  
d o m i c i l e .  D o m i c i l e  i s  
d e t e r m i n e d  o n  t h e  
b a s i s  o f  a  p e r s o n ’ s  
r e s i d e n c e  a n d  t h e  
i n t e n t i o n  t o  r e m a i n  
t h e r e  i n d e f i n i t e l y  b u t  
n o t  o n  a c c o u n t  o f  
s e r v i c e ,  u n l e s s  s o m e  
c i r c u m s t a n c e s  s h o u l d  
o c c u r  t o  a l t e r  h i s  
i n t e n t i o n .   
 
W H A T  I S  D O M I C I L E ?  
“ A  p e r s o n ’ s  d o m i c i l e  i s  
t h a t  c o u n t r y  i n  w h i c h  
h e  e i t h e r  h a s  o r  i s  
d e e m e d  b y  l a w  t o  h a v e  
h i s  p e r m a n e n t  h o m e ” .  
T h e r e  a r e  t w o  e l e m e n t s  
c o n s t i t u t i n g  d o m i c i l e :  
 ( 1 )  r e s i d e n c e ,  
 ( 2 )  i n t e n t i o n  t o                
r e m a i n  t h e r e  f o r  e v e r    
u n l e s s  s o m e   
c i r c u m s t a n c e s  s h o u l d   
o c c u r  t o  a l t e r  h i s   
i n t e n t i o n .  
 
E v e r y  p e r s o n  w i l l  h a v e  
d o m i c i l e  o f  o r i g i n  
w h i c h  w i l l  b e  t h e  
c o u n t r y  o f  h i s  f a t h e r ’ s  
d o m i c i l e  a t  t h a t  t i m e ,  
i f  h e  i s  b o r n  i n  l a w f u l  

w e d l o c k  ( S e c t i o n  7 )  
o t h e r w i s e ,  t h e  
m o t h e r ’ s  d o m i c i l e  
( S e c t i o n  8 ) .  
T h i s  d o m i c i l e  o f  o r i g i n  
c o n t i n u e s  t i l l  a  n e w  
d o m i c i l e  i s  a c q u i r e d  b y  
t a k i n g  u p  a  f i x e d  a b o d e  
e l s e w h e r e  w i t h  t h e  
i n t e n t i o n  o f  
p e r m a n e n t l y  r e s i d i n g  
t h e r e  a n d  n o  i n t e n t i o n  
t o  r e v e r t  t o  t h e  p l a c e  
o f  d o m i c i l e  o f  o r i g i n .  
M e r e l y  t a k i n g  u p  
s e r v i c e  o r  c a r r y i n g  o n  
p r o f e s s i o n  e l s e w h e r e  
f o r  i n d e f i n i t e  p e r i o d  
w i l l  n o t  a m o u n t  t o  
g i v i n g  u p  d o m i c i l e  o f  
o r i g i n  ( S .  1 0 ) .  
 G e n e r a l l y ,  m i n o r ’ s  
d o m i c i l e  f o l l o w s  
d o m i c i l e  o f  t h e  f a t h e r  
o r  m o t h e r  a s  t h e  c a s e  
m a y  b e ,  u n l e s s  h e  i s  i n  
s e r v i c e  o f  G o v e r n m e n t  
o r  h a s  s e t  u p  a  d i s t i n c t  
b u s i n e s s  w i t h  c o n s e n t  
o f  t h e  p a r e n t  o r  i s  
m a r r i e d  ( S .  1 7 ) .  A  
w o m a n ’ s  d o m i c i l e  
f o l l o w s  t h a t  o f  h e r  
h u s b a n d  o n  h e r  
m a r r i a g e  u n t i l  t h e y  a r e  
s e p a r a t e d  b y  o r d e r  o f  
C o u r t  ( S e c t i o n s  1 5 - 1 6 )  

Laws 
Governing 
the Will and 
Intestate 
Succession  
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d i s p u t e s  b e t w e e n  f a m i l y  m e m b e r s .  I n  c a s e  o f  s u c h  a  d i s p u t e ,  t h e  l a w  h a s  
a l s o  l a i d  o u t  r u l e s  f o r  m e m b e r s  o f  d i f f e r e n t  r e l i g i o n s ,  a s  s p e c i f i e d  i n  
I n d i a n  S u c c e s s i o n  A c t ,  1 9 2 5 ,  H i n d u  S u c c e s s i o n  A c t ,  1 9 5 6 ,  a n d  b y  S h a r i a t  
l a w,  a n d  t h e s e  a r e  t o  b e  f o l l o w e d .  H e r e  i s  h o w  t h e  p r o p e r t y  w i l l  b e  
d i v i d e d ,  s h o u l d  i t  r e a c h  t h e  c o u r t s :  
 
M a l e  H i n d u  ( c o v e r e d  u n d e r  H i n d u  S u c c e s s i o n  A c t ;  a l s o  i n c l u d e s  S i k h s ,  
B u d d h i s t s  a n d  J a i n s )  
1 . F i r s t ,  t h e  p r o p e r t y  w i l l  d e v o l v e  u p o n  r e l a t i v e s  s p e c i f i e d  i n  C l a s s  I ;  
2 . I f  t h e r e  i s  n o  C l a s s  I  h e i r,  t h e n  u p o n  C l a s s  I I  r e l a t i v e s ;  
3 . I n  c a s e  t h e r e ’ s  n o  C l a s s s  I I  h e i r ,  t h e n  u p o n  a g n a t e s  ( t h o s e  r e l a t e d  t o  
a n o t h e r  w h o l l y  t h r o u g h  m a l e s ,  w h e t h e r  b y  b l o o d  o r  a d o p t i o n ,  a r e  
a g n a t e s )  a n d ;  
4 . I f  t h e r e  i s  n o  a g n a t e ,  t h e n  u p o n  t h e  c o g n a t e s  ( r e l a t e d ,  b y  b l o o d  o r  
a d o p t i o n ,  b u t  n o t  w h o l l y  t h r o u g h  m a l e s ) .  
 
T h e  p r o p e r t y  o f  a  m a l e  H i n d u  d y i n g  i n t e s t a t e  s h a l l  f i r s t l y  g o  t o  t h e  h e i r s ,  
b e i n g  t h e  r e l a t i v e s  s p e c i f i e d  i n  c l a s s  I  o f  t h e  S c h e d u l e  o f  H i n d u  
S u c c e s s i o n  A c t .  H e r e  i s  t h e  l i s t  o f  l e g a l  h e i r  u n d e r  t h e  H i n d u  p e r s o n a l  
l a w .  

Wealth  Managment 
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 Son, 
 Daughter, 
 Widow 
 Mother 
 Son of a pre-deceased son 
 Daughter of a pre-deceased 

son 
Son of a pre-deceased daughter 
 Daughter of a pre-deceased 
daughter 
 Widow of a pre-deceased son 
 Son of a pre-deceased son of a 

pre-deceased son 
Daughter of a pre-deceased son 
of a pre-deceased son 
 Widow of a pre-deceased son 
of a pre-deceased son. 

T h e  i n h e r i t a n c e  o f  t h e  p r o p e r t y  s h a l l  t a k e  s i m u l t a n e o u s l y  a n d  t o  t h e  
e x c l u s i o n  o f  a l l  o t h e r  h e i r s .  
T h e  r u l e  f o r  s u c c e s s i o n  i s ,  t h o s e  i n  t h e  f i r s t  e n t r y  i n  c l a s s  I I  s h a l l  b e  
p r e f e r r e d  o v e r  t h o s e  i n  t h e  s e c o n d  e n t r y,  t h o s e  i n  t h e  s e c o n d  e n t r y  s h a l l  
b e  p r e f e r r e d  t o  t h o s e  i n  t h e  t h i r d  e n t r y,  a n d  s o  o n  i n  s u c c e s s i o n  a n d  
s h a r e d  e q u a l l y  a m o n g  t h e  s u b - c l a s s e s .   
 
F e m a l e  H i n d u  
 
H e r e  i s  a  l i s t  o f  l e g a l  h e i r  o f  a  f e m a l e  H i n d u  u n d e r  t h e  s u c c e s s i o n  l a w .  
T h e  p r o p e r t y  o f  a  f e m a l e  H i n d u  d y i n g  i n t e s t a t e  s h a l l  d e v o l v e  

T h e r e  i s  a  s p e c i a l  m o d e  o f  a c q u i r i n g  I n d i a n  
d o m i c i l e  p r e s c r i b e d  i n  S . 1 1 .  A  d e c l a r a t i o n  i n  
w r i t i n g  t o  a c q u i r e  s u c h  d o m i c i l e  c a n  b e  l o d g e d  
b y  a  p e r s o n  i n  o f f i c e  p r e s c r i b e d  b y  G o v e r n m e n t  
f o r  t h i s  p u r p o s e  p r o v i d e d  h e  i s  i n  I n d i a  f o r  o n e  
y e a r  p r i o r  t o  s u c h  d e c l a r a t i o n .  
 
I n t e s t a t e  S u c c e s s i o n  
I n t e s t a c y  h a s  t h e  p o t e n t i a l  t o  c r e a t e  l e g a l  



•  F i r s t l y ,  u p o n  t h e  s o n s  a n d  
d a u g h t e r s  ( i n c l u d i n g  t h e  c h i l d r e n  o f  
a n y  p r e - d e c e a s e d  s o n  o r  d a u g h t e r )  
a n d  t h e  h u s b a n d ,  
•  s e c o n d l y,  u p o n  t h e  h e i r s  o f  t h e  
h u s b a n d ,  
•  t h i r d l y,  u p o n  t h e  m o t h e r  a n d  
f a t h e r,  
•  f o u r t h l y ,  u p o n  t h e  h e i r s  o f  t h e  
f a t h e r ;  a n d  
•  l a s t l y ,  u p o n  t h e  h e i r s  o f  t h e  
m o t h e r.  
•  A n y  p r o p e r t y  i n h e r i t e d  b y  a  
f e m a l e  H i n d u  f r o m  h e r  f a t h e r  o r  

m o t h e r  d e v o l v e s ,  i n  t h e  a b s e n c e  o f  
a n y  s o n  o r  d a u g h t e r  o f  t h e  
d e c e a s e d  ( i n c l u d i n g  t h e  c h i l d r e n  o f  
a n y  p r e - d e c e a s e d  s o n  o r  d a u g h t e r )  
u p o n  t h e  h e i r s  o f  t h e  f a t h e r.  
•  A n y  p r o p e r t y  i n h e r i t e d  b y  a  
f e m a l e  H i n d u  f r o m  h e r  h u s b a n d  o r  
f r o m  h e r  f a t h e r - i n - l a w  d e v o l v e s ,  i n  
t h e  a b s e n c e  o f  a n y  s o n  o r  d a u g h t e r  
o f  t h e  d e c e a s e d  ( i n c l u d i n g  t h e  
c h i l d r e n  o f  a n y  p r e - d e c e a s e d  s o n  o r  
d a u g h t e r )  u p o n  t h e  h e i r s  o f  t h e  
h u s b a n d .  
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Class II 
I 
 Father 
II 
 Son’s daughter’s Son 
 Son’s daughter’s daughter, 
 Brother, 
 Sister. 
III 
Daughter’s son’s son, 
daughter’s son’s daughter, 
daughter’s daughter’s son, 
daughter’s daughter’s daughter 
IV 
 Brother’s son, 
 sister’s son, 

I n  t h e  n e x t  e d i t i o n  o f  t h e  n e w s l e t t e r  w e  s h a l l  d i s c u s s  i n t e s t a t e  l a w s  i n  
r e s p e c t  o f  o t h e r  r e l i g i o n s .  

 Brother’s daughter, 
 Sister’s daughter. 
V 
 Father’s father 
 Father’s mother. 
 Father’s widow 
 Brother’s widow. 
VI 
 Father’s brother 
 Father’s sister. 
VII 
  Father’s brother 
  Father’s sister. 
VIII 
 Mother’s brother 
 Mother’s sister. 

T h e  l e g a l  h e i r s  w h e n  t h e r e  i s  n o  s u r v i v i n g  h e i r  f r o m  t h e  l i s t  g i v e n  i n  t h e  
p r e v i o u s  p a g e .  I n  s u c h  s i t u a t i o n s ,  t h e  l e g a l  h e i r s  a r e  l i s t e d  i n  C l a s s  I I  o f  
t h e  H i n d u  S u c c e s s i o n  A c t .  I f  t h e r e  i s  n o  h e i r  o f  c l a s s  I ,  t h e n  t h e  p r o p e r t y  
g o e s  t o  t h e  h e i r s ,  b e i n g  t h e  r e l a t i v e s  s p e c i f i e d  i n  c l a s s  I I  o f  t h e  S c h e d u l e  
o f  I n d i a n  S u c c e s s i o n  A c t .  H e i r s  u n d e r  c l a s s  I I  a r e ,  
 

H i n d u  U n d i v i d e d  F a m i l y  ( H U F ;  b y  
s u r v i v o r s h i p ) :  
T h e  p r o p e r t y  o f  a n  H U F  d e v o l v e s  b y  
s u r v i v o r s h i p .  I f  t h e  k a r t a  d i e s ,  t h e  
p r o p e r t y  d e v o l v e s  u p o n  t h e  s u r v i v i n g  
m e m b e r s  f o r  f o u r  g e n e r a t i o n s .  
R e g a r d l e s s  o f  t h e  f a c t  t h a t  t h e  h e i r s  
a r e  H i n d u ,  t h e  p r o p e r t y  w i l l  n o t  

d e v o l v e  i n  a c c o r d a n c e  w i t h  H i n d u  
S u c c e s s i o n  A c t . H o w e v e r,  a  C l a s s  I  
m a l e  o r  f e m a l e  r e l a t i v e  m a y  m a k e  a  
c l a i m  o n  a  s h a r e  o f  t h e  p r o p e r t y,  i n  
w h i c h  c a s e  t h e  p r o p e r t y  w o u l d  
d e v o l v e  u p o n  t h e  c l a i m a n t  a s  
p r o v i d e d  u n d e r  t h e  H i n d u  S u c c e s s i o n  
A c t .  
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W e  h a v e  b e e n  
d i s c u s s i n g  a b o u t  t h e  
b a s i c  s t r u c t u r e  a n d  
n e e d  f o r  I n d i a n  
A c c o u n t i n g  S t a n d a r d s  –  
t h e  c o n v e r g e d  I F R S  i n  
t h e  p r e v i o u s  
n e w s l e t t e r s .  N o w  i t ’ s  
h i g h  t i m e  t h a t  w e  s t a r t  
u n d e r s t a n d i n g  a n d  
c o m p r e h e n d  t h e  
d i f f e r e n t  s t a n d a r d s  o f  
I n d A S .  S o  l e t ’ s  d i s c u s s  
a n d  t r y  t o  a p p r e c i a t e  
o n e  o f  t h e  b a s i c  
s t a n d a r d s ;  I n d a s  4 0  
I n v e s t m e n t  P r o p e r t y .  
I n t r o d u c t i o n  
A n  i n v e s t m e n t  p r o p e r t y  
i s  a  r e a l  e s t a t e  
p r o p e r t y  t h a t  h a s  b e e n  
p u r c h a s e d  w i t h  t h e  
i n t e n t i o n  o f  e a r n i n g  a  
r e t u r n  o n  t h e  
i n v e s t m e n t  ( p u r c h a s e )  
t h r o u g h  r e n t  ( i n c o m e ) ,  
t h e  f u t u r e  r e s a l e  o f  t h e  
p r o p e r t y  o r  b o t h .  I n  
t h e  e x i s t i n g  I G A A P  
t h e r e  i s  n o  s e p a r a t e  
s t a n d a r d  f o r  
I n v e s t m e n t  p r o p e r t y  
b u t  i n  I n d A S  t h e r e  i s  a  
s e p a r a t e  s t a n d a r d  f o r  
i n v e s t m e n t  p r o p e r t y .  
I n  t h e  e x i s t i n g  
s t a n d a r d s  I n v e s t m e n t  
p r o p e r t y  w a s  

a c c o u n t e d  a n d  
d i s c l o s e d  a s  p e r  A S  1 0  
P r o p e r t y  P l a n t  a n d  
E q u i p m e n t  h o w e v e r  i n  
I n d A S  s e p a r a t e  
d i s c l o s u r e  a n d  
a c c o u n t i n g  m e t h o d  i s  
p r e s c r i b e d ,  t h e  
i n t e n t i o n  i s  t o  a c c o u n t  
a n d  d i s c l o s e  t h e  
p r o p e r t y  w i t h  d i f f e r e n t  
e c o n o m i c  
c h a r a c t e r i s t i c s  
s e p a r a t e l y .  T h e  
e c o n o m i c  
c h a r a c t e r i s t i c s  o f  a n  
i n v e s t m e n t  p r o p e r t y  i s  
d i f f e r e n t  f r o m  t h a t  o f  
o t h e r s  b e c a u s e  t h e  
c a s h  i n f l o w s  g e n e r a t e d  
f r o m  a n  i n v e s t m e n t  
p r o p e r t y  ( r e n t a l  
i n c o m e )  i s  i n d e p e n d e n t  
o f  t h e  b u s i n e s s  o f  t h e  
e n t i t y  u n l i k e  t h e  
O w n e r  o c c u p i e d  
p r o p e r t y  s u c h  a s  t h e  
m a c h i n e r y  o r  o f f i c e  
b u i l d i n g .  
D e f i n i t i o n   
I n v e s t m e n t  p r o p e r t y  i s  
a  p r o p e r t y  ( l a n d  o r  a  
b u i l d i n g  o r  p a r t  o f  a  
b u i l d i n g  o r  b o t h )  h e l d  
b y  t h e  o w n e r  o r  b y  t h e  
l e s s e e  a s  a  r i g h t  o f  u s e  
a s s e t  t o  e a r n  r e n t a l s  o r  
f o r  c a p i t a l  

a p p r e c i a t i o n  o r  b o t h  ,  
r a t h e r  t h a n  u s e  i n  t h e  
p r o d u c t i o n  o r  s u p p l y  o f  
g o o d s  o r  s e r v i c e s  o r  
f o r  a d m i n i s t r a t i v e  
p u r p o s e s  s a l e  i n  t h e  
o r d i n a r y  c o u r s e  o f  
b u s i n e s s  .  T h e  
c h a l l e n g e  i n  a p p l y i n g  
t h e  s t a n d a r d  i s  t h e  
c l a s s i f i c a t i o n  o f  a  
p r o p e r t y  a s  I n v e s t m e n t  
p r o p e r t y  ,  
i n v e n t o r y  o r  o w n e r  
o c c u p i e d  p r o p e r t y .  F o r  
e x a m p l e  r e s i d e n t i a l  
q u a r t e r s  g i v e n  t o  t h e  
e m p l o y e e s  f o r  r e n t  
o w n e r  o c c u p i e d  
p r o p e r t y  ( t h o u g h  t h e  
p r o p e r t y  g e n e r a t e s  
r e n t ,  t h e  i n t e n t i o n  a n d  
i n t e r e s t  o f  t h e  
c o m p a n y  i s  t o  r e t a i n  
t h e  e m p l o y e e s  a n d  
n o t  t o  m a k e  p r o f i t s  b y  
r e n t i n g  t h e  p r o p e r t y  
a n d  h e n c e  i t  i s  
c l a s s i f i e d  a s  o w n e r  
o c c u p i e d ) .  U n l i k e  t h e  
I F R S  4 0  h e r e  f a i r  v a l u e  
m o d e l  i s  u s e d  f o r  
a c c o u n t i n g  o f  I P ,  I n d A S  
4 0  u s e s  t h e  c o s t  m o d e l  
f o r  a c c o u n t i n g  o f  I P .  
T h i s  i s  a  c a r v e  o u t  i n  
I N D A S .  

INDAS 40 :-
Investment 
Property 

INDAS Series – Volume 3 

Raveena  Devanesan 

Article  Assistant  

PKP NEWSLETTER | January 2020 



T h e  r e a s o n  f o r  t h i s  
c a r v e  o u t  i s  t h e  
r e l i a b i l i t y  o n  t h e  u s a g e  
o f  f a i r  v a l u e  m o d e l  i n  
I n d i a .  
I n i t i a l  r e c o g n i t i o n  
T h e  I P  s h a l l  b e  
c a p i t a l i s e d  a t  c o s t  p l u s  
t r a n s a c t i o n  c o s t  i f  t h e  
f o l l o w i n g  c r i t e r i a  o r  
c o n d i t i o n s  a r e  
s a t i s f i e d  i . e  i t  i s  
p r o b a b l e  t h a t  t h e  
f u t u r e  e c o n o m i c  
b e n e f i t s  t h a t  a r e  
a s s o c i a t e d  w i t h  t h e  
i n v e s t m e n t  p r o p e r t y  
w i l l  f l o w  t o  t h e  e n t i t y ;  
a n d  t h e  c o s t  o f  t h e  
i n v e s t m e n t  p r o p e r t y  
c a n  b e  m e a s u r e d  
r e l i a b l y  .  H o w e v e r  t h e  
c o s t  d o  n o t  i n c l u d e  
s t a r t - u p  c o s t s  ,  
o p e r a t i n g  l o s s e s  
i n c u r r e d  b e f o r e  t h e  
i n v e s t m e n t  p r o p e r t y  
a c h i e v e s  t h e  p l a n n e d  
l e v e l  o f  o c c u p a n c y  
A b n o r m a l  a m o u n t s  o f  
w a s t e d  m a t e r i a l ,  
l a b o u r  o r  o t h e r  
r e s o u r c e s  i n c u r r e d  i n  
c o n s t r u c t i n g  o r  
d e v e l o p i n g  t h e  
p r o p e r t y  i n t e r e s t  c o s t  
i n  c a s e  o f  d e f e r r e d  
p a y m e n t  ( H o w e v e r  
w h e n  t h e  p r o p e r t y  i s  
u n d e r  c o n s t r u c t i o n  
t h e  b o r r o w i n g  c o s t  c a n  
b e  c a p i t a l i s e d  a s  p e r  
I n d A S  2 3  )  
S u b s e q u e n t  a c c o u n t i n g  
T h e  a d d i t i o n a l  
e x p e n s e s  i n c u r r e d  
s h a l l  b e  c a p i t a l i s e d  
s u b s e q u e n t l y  i f  t h e y  
s a t i s f y  t h e  a b o v e  

c r i t e r i a  .  T h e  e x p e n s e s  
i n c u r r e d  t o  r e p l a c e  a n y  
p a r t s  o f  t h e  p r o p e r t y  
s h a l l  b e  c a p i t a l i z e d  b u t  
t h e  c a r r y i n g  a m o u n t  o f  
s u c h  p a r t  r e p l a c e d  
s h a l l  b e  d e r e c o g n i s e d .  
O n  B a l a n c e  S h e e t  d a t e ,  
d e p r e c i a t i o n  a n d  
i m p a i r m e n t  t e s t i n g  
s h a l l  b e  m a d e  
a c c o r d i n g l y .  
 
 
 
 
 
 
 
 
 
 
D i s p o s a l  o f  I n v e s t m e n t  
p r o p e r t y  
T h e  i n v e s t m e n t  
p r o p e r t y  s h a l l  b e  
d e r e c o g n i s e d  i . e .  
e l i m i n a t e d  f r o m  t h e  
b o o k s  o f  a c c o u n t s  
o n  d i s p o s a l  o r  w h e n  n o  
b e n e f i t  i s  e x p e c t e d  
f r o m  f u t u r e  u s e  o r  
d i s p o s a l  i . e .  w h e r e  t h e  
a s s e t  i s  t o t a l l y  
I m p a i r e d  .  A n y  g a i n  o r  
l o s s  i s  d e t e r m i n e d  a s  
t h e  d i f f e r e n c e  b e t w e e n  
t h e  n e t  d i s p o s a l  
p r o c e e d s  a n d  t h e  
c a r r y i n g  a m o u n t  i s  
r e c o g n i z e d  i n  t h e  
i n c o m e  s t a t e m e n t .  
D i s c l o s u r e   
T h e  c r i t e r i a  b a s e d  o n  
w h i c h  i t  d i s t i n g u i s h e s  
a n  a s s e t  a s  i n v e s t m e n t  
p r o p e r t y .  A n  e n t i t y  i s  
a l s o  r e q u i r e d  t o  
d i s c l o s e  t h e  f a i r  v a l u e  

o f  t h e  I n v e s t m e n t  
p r o p e r t y  a l o n g  w i t h  
t h e  m e t h o d s  u s e d  a n d  
a s s u m p t i o n s  p r e s u m e d .  
I n  e x c e p t i o n a l  c a s e s  
w h e r e  a n  e n t i t y  c a n n o t  
d i s c l o s e  t h e  f a i r  v a l u e  
o f  t h e  I P  r e l i a b l y,  i t  
s h o u l d  d i s c l o s e  t h e  
d e s c r i p t i o n  a n d  
e x p l a n a t i o n  w h y  f a i r  
v a l u e  c a n n o t  b e  
m e a s u r e d  r e l i a b l y.  
E x t e n t  o f  i n v o l v e m e n t  
o f  i n d e p e n d e n t ,  
p r o f e s s i o n a l  a n d  
e x p e r i e n c e d  v a l u e r s  i n  
t h e  d e t e r m i n a t i o n  o f  
f a i r  v a l u e .  T h e  i n c o m e  
e a r n e d  s h o u l d  b e  
d i s c l o s e d  i n  p r o f i t  o r  
l o s s e s  o r  I n c o m e  
s t a t e m e n t  u n d e r  r e n t a l  
i n c o m e  o r  d i r e c t  
o p e r a t i n g  i n c o m e  f r o m  
r e n t e d  p r o p e r t y  d i r e c t  
o p e r a t i n g  i n c o m e  f r o m  
n o n - r e n t e d  p r o p e r t y.  
C o n c l u s i o n  
T h e  i n t e n t i o n  o f  t h i s  
s t a n d a r d ,  t o  a c c o u n t  
a n d  d i s c l o s e  
i n v e s t m e n t  p r o p e r t y  
s e p a r a t e l y  m a k e s  t h e  
f i n a n c i a l  s t a t e m e n t s  
m o r e  t r u s t w o r t h y  a n d  
p r e c i s e  t o  t h e  
s h a r e h o l d e r s  a s  i t  
c l e a r l y  d i s t i n g u i s h e s  
t h e  i n c o m e  g e n e r a t e d  
f r o m  b u s i n e s s  a n d  n o n -
b u s i n e s s  a c t i v i t y  
p r o p e r t y  s e p a r a t e l y.  
L e t ’ s  d i s c u s s  a n d  
e x p l o r e  t h e  l o g i c a l  a n d  
i n t e r e s t i n g  p r i n c i p l e s  
i n  t h e  o t h e r  I n d i a n  
A c c o u n t i n g  S t a n d a r d  i n  
t h e  u p c o m i n g  m o n t h s .  
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I n  c o n n e c t i o n  t o  t h e  
C I R P  P r o c e s s  F l o w  f r o m  
t h e  p r e v i o u s  N e w s  
L e t t e r  ,  L e t  u s  
u n d e r s t a n d  w h o  c a n  
a n d  h o w  t o  i n i t i a t e  t h e  
I n s o l v e n c y  R e s o l u t i o n  
P r o c e s s   
I n  c o n n e c t i o n  t o  t h e  
C I R P  P r o c e s s  F l o w  f r o m  
t h e  p r e v i o u s  N e w s  
L e t t e r  ,  L e t  u s  
u n d e r s t a n d  w h o  c a n  
a n d  h o w  t o  i n i t i a t e  t h e  
I n s o l v e n c y  R e s o l u t i o n  
P r o c e s s   
 
I R P  i n i t i a t e d  b y  
F i n a n c i a l  C r e d i t o r  
 
A  F i n a n c i a l  C r e d i t o r  b y  
h i m s e l f  o r  j o i n t l y  w i t h  
o t h e r  f i n a n c i a l  
c r e d i t o r s  o r  a n y  o t h e r  
p e r s o n  o n  b e h a l f  o f  t h e  
f i n a n c i a l  c r e d i t o r ,  a s  
m a y  b e  n o t i f i e d  b y  t h e  
C e n t r a l  G o v e r n m e n t ,  
s e e k  t o  i n i t i a t e  
I n s o l v e n c y  R e s o l u t i o n  
P r o c e s s  b y  f i l i n g  a n  
a p p l i c a t i o n  b e f o r e  t h e  
N C L T ,  o n c e  a  d e f a u l t  
h a s  o c c u r r e d .  T h e  
f i n a n c i a l  c r e d i t o r  c a n  
f i l e  a n  a p p l i c a t i o n  w i t h  
A A  e v e n  i f  t h e  a m o u n t  

o f  d e f a u l t  i s  i n  r e s p e c t  
o f  d e b t  o w e d  t o  a n y  
o t h e r  f i n a n c i a l  
c r e d i t o r .  T h e  f i n a n c i a l  
c r e d i t o r  s h a l l  m a k e  a n  
a p p l i c a t i o n  i n  F O R M  1  
s h a l l  b e  f i l e d  a l o n g  
w i t h  a  f e e  o f  t w e n t y -
f i v e  t h o u s a n d  r u p e e s  
a l o n g  a  w r i t t e n  c o n s e n t  
a n d  d e c l a r a t i o n  f r o m  
t h e  a d m i n i s t r a t o r  
( p r o p o s e d  i n t e r i m  
r e s o l u t i o n  
p r o f e s s i o n a l )  i n  F o r m  2  
w i t h  A A  a s  p e r  R u l e  
6 ( 3 )  o f  I n s o l v e n c y  a n d  
B a n k r u p t c y  ( I n s o l v e n c y  
a n d  L i q u i d a t i o n  
P r o c e e d i n g s  o f  
F i n a n c i a l  S e r v i c e  
P r o v i d e r s  a n d  
A p p l i c a t i o n  t o  
A d j u d i c a t i n g  A u t h o r i t y )  
R u l e s ,  2 0 1 9 .  T h e  
f i n a n c i a l  c r e d i t o r  s h a l l ,  
a l o n g  w i t h  t h e  
a p p l i c a t i o n  f u r n i s h —  
a .  r e c o r d  o f  t h e  d e f a u l t  
r e c o r d e d  w i t h  t h e  
i n f o r m a t i o n  u t i l i t y  o r  
s u c h  o t h e r  r e c o r d  o r  
e v i d e n c e  o f  d e f a u l t  a s  
m a y  b e  s p e c i f i e d ;  
b .  t h e  n a m e  o f  t h e  
r e s o l u t i o n  p r o f e s s i o n a l  
p r o p o s e d  t o  a c t  a s  a n  

i n t e r i m  r e s o l u t i o n  
p r o f e s s i o n a l ;  a n d   
c .  a n y  o t h e r  
i n f o r m a t i o n  a s  m a y  b e  
s p e c i f i e d  b y  t h e  B o a r d .  
T h e  A d j u d i c a t i n g  
A u t h o r i t y  s h a l l ,  w i t h i n  
f o u r t e e n  d a y s  o f  t h e  
r e c e i p t  o f  t h e  
a p p l i c a t i o n  a s c e r t a i n  
t h e  e x i s t e n c e  o f  a  
d e f a u l t  f r o m  t h e  
r e c o r d s  o f  a n  
i n f o r m a t i o n  u t i l i t y  o r  
o n  t h e  b a s i s  o f  o t h e r  
e v i d e n c e  f u r n i s h e d  b y  
t h e  f i n a n c i a l  c r e d i t o r .  
 
I R P  i n i t i a t e d  b y  t h e  
O p e r a t i o n a l  C r e d i t o r   
A n  o p e r a t i o n a l  c r e d i t o r  
m a y ,  o n  t h e  o c c u r r e n c e  
o f  a  d e f a u l t ,  d e l i v e r  a  
d e m a n d  n o t i c e  i n  
F O R M 3  ( a  n o t i c e  s e r v e d  
b y  a n  o p e r a t i o n a l  
c r e d i t o r  t o  t h e  
c o r p o r a t e  d e b t o r  
d e m a n d i n g  r e p a y m e n t  
o f  t h e  o p e r a t i o n a l  d e b t  
i n  r e s p e c t  o f  w h i c h  t h e  
d e f a u l t  h a s  o c c u r r e d )  
o f  u n p a i d  o p e r a t i o n a l  
d e b t o r  c o p y  o f  a n  
i n v o i c e ( c o p y  o f  t h e  
i n v o i c e  a t t a c h e d  i n  
F o r m  4 )  d e m a n d i n g  
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p a y m e n t  o f  t h e  a m o u n t  
i n v o l v ed  i n  t h e  d e f au l t  t o  
t h e  c o r p o r ate  d e b to r  
e i t h e r  b y  h a n d ,  
r e g i s t e red  p o s t  o r  s p e e d  
p o s t  w i t h  
a c k n o w l e d g e m en t  d u e  o r  
b y  e - m a i l  t o  a  w h o l e  t i m e  
d i r e c t o r  o r  d e s i g n at e d  
p a r t n e r  o r  k e y  m a n a g e r ia l  
p e r s o n n e l .  A  c o p y  o f  t h e  
s a m e  s h a l l  a l s o  b e  f i l e d  
wi t h  i n f o rm a t i on  u t i l i t y .   
T h e  c o r p o ra t e  d e b t o r  
s h a l l ,  w i t h i n  a  p e r i o d  o f  
t e n  d a y s  o f  t h e  r e c e i p t  o f  
t h e  d e m a n d  n o t i c e  b r i n g  
t o  t h e  n o t i c e  o f  t h e  
o p e r a t io n a l  c r e d i t o r  
1 . e x i s t e n c e  o f  a  d i s p u t e  
2 . r e p ay m en t  o f  u n p a id  
o p e r a t io n a l  d e b t  
A f t e r  t h e  e x p i r y  o f  t h e  
p e r i o d  o f  t e n  d a y s  f r o m  
t h e  d a t e  o f  d e l i v e ry  o f  
t h e  n o t i c e  o r  i n v o i c e  
d e m a n d i n g  p a y m e n t ,  i f  
t h e  o p e r a t io n a l  c r e d i t o r  
d o e s  n o t  r e c e i v e  p a y m e n t  
f r o m  t h e  c o r p o r a t e  
d e b t o r  t h e  o p e r at i o n a l  
c r e d i t o r  m a y  f i l e  a n  
a p p l i c a t i on  b e f o re  t h e  
A d j u d ic a t i ng  A u t ho r i ty  
f o r  i n i t i a t i n g  a  c o r p o r at e  
i n s o l v e n c y  r e s o l u t i on  
p r o c e s s  i n  F O R M  5 ,  a l o n g  
w i t h  t h e  a p p l i c a t io n  
f u rn i s h  
a .  c o p y  o f  t h e  i n v o i c e  
d e m a n d i n g  p a y m e n t  o r  
d e m a n d  n o t i c e  d e l i v ere d  
b y  t h e  o p e r a t io n a l  
c r e d i to r  t o  t h e  c o r p o r a te  
d e b t o r ;   
b .  a n  a f f i d av i t  t o  t h e  
e f f e c t  t h a t  t h e re  i s  n o  
n o t i c e  g i v e n  b y  t h e  
c o r p o r at e  d e b t o r  r e l a t in g  

t o  a  d i s p u t e  o f  t h e  
u n p a id  o p e r a t io n a l  d e b t ;  
c .  a  c o p y  o f  t h e  
c e r t i f i c a t e  f r o m  t h e  
f i n a n c ia l  i n s t i t u t i on s  
m a i n t a i n in g  a c c o u n t s  o f  
t h e  o p e r a t io n a l  c r e d i t o r  
c o n f i rm i n g  t h a t  t h e re  i s  
n o  p a y m e n t  o f  a n  u n p a id  
o p e r a t io n a l  d e b t  b y  t h e  
c o r p o r at e  d e b t o r ;  a n d  
 
 
 
 
 
 
 
 
 
 
 
 
 
d .  a  c o p y  o f  a n y  r e c o r d  
w i t h  i n f o rm a t i on  u t i l i t y  
c o n f i rm i n g  t h a t  t h e re  i s  
n o  p a y m e n t  o f  a n  u n p a id  
o p e r a t io n a l  d e b t  b y  t h e  
c o r p o r at e  d e b t o r ,  i f  
a v a i l a b l e  
e .  s u c h  o t h e r  i n f o rm a t i on  
a s  m a y  b e  s p e c i f i ed .  
I R P  i n i t i a t ed  b y  
C o r p o r a te  A p p l i c a n t  –  
S e c  1 0  
I n  c a s e  o f  d e f au l t  b y  t h e  
c o r p o r at e  d e b t o r ,  t h e  
c o r p o r at e  a p p l i c a n t  m a y  
f i l e  a n  a p p l i c a t i o n  f o r  
i n i t ia t i on  o f  i n s o l v e n c y  
p r o c e e d in g s  i n  F O R M  6 .  
T h e  a p p l i c a n t  m u s t  
f u rn i s h  i n f o rma t i on  
r e l a t in g  t o  t h e  b o o k s  o f  
a c c o u n t  a n d  t h e  R P  t o  b e  
a p p o in t e d .  A d d i t i on a l l y ,  
a  s p e c i a l  r e s o l u t io n  m u s t  
b e  p a s s e d  b y  t h e  

s h a r e h o ld e rs  o f  t h e  
c o r p o r at e  d e b t o r  o r  a  
r e s o l u t i on  b y  a t  l e a s t  
t h r ee - f o u rt h  o f  t h e  t o t a l  
n u m b e r  o f  p a r t n ers  m u s t  
b e  p a s s e d  a p p ro v i n g  t h e  
f i l i n g  o f  t h e  i n s o l v e n c y  
r e s o l u t i o n  a p p l i c a t i o n .  
 
P e r s o n s  N o t  E n t i t l e d  t o  
m a k e  a n  A p p l i c a t i o n  –  
S e c t i o n  1 1  
T h e  f o l l o w i n g  p e r s o n s  
s h a l l  n o t  b e  e n t i t l ed  t o  
m a k e  a n  a p p l i c a t i o n  t o  
i n i t ia t e  c o r p o r a t e  
i n s o l v e n c y  r e s o l u t i o n  
p r o c e s s  u n d e r  t h i s  
C h a p t e r ,  n a m e l y :—   
a .  a  c o r p o r at e  d e b t o r  
u n d e rgo i n g  a  c o r p o r at e  
i n s o l v e n c y  r e s o l u t i o n  
p r o c e s s ;  o r  
b .  a  c o r p o r a t e  d e b t o r  
h a v i n g  c o m p l e t e d  
c o r p o r at e  i n s o l v en c y  
r e s o l u t i o n  p r o c e s s  t w e l v e  
m o n t h s  p r e c e d i n g  t h e  
d a t e  o f  m a k i n g  o f  t h e  
a p p l i c a t i o n ;  o r   
c .  a  c o r p o r at e  d e b t o r  o r  a  
f i n a n c ia l  c r e d i t o r  w h o  
h a s  v i o l a t e d  a n y  o f  t h e  
t e r m s  o f  r e s o l u t io n  p l a n  
w h i c h  w a s  a p p ro v ed  
t w e l v e  m o n t h s  b e f o r e  t h e  
d a t e  o f  m a k i n g  o f  a n  
a p p l i c a t i o n  u n d e r  t h i s  
C h a p t e r ;  o r   
d .  a  c o r p o r a t e  d e b t o r  i n  
r e s p e c t  o f  w h o m  a  
l i q u id a t io n  o r d e r  h a s  
b e e n  m a d e .  
L e t  u s  d i s c u s s  o n  w h a t  
g r o u n d s  t h e  a p p l i c a t io n  
t o  i n i t i a t e  C I R P  i s  
a d m i t t ed  a n d  i n  d e t a i l  
I n s o l v e n c y  R e s o l u t i o n  
P r o c e s s  

IBC  Series – Volume 3 
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A p p l i ca b i l i ty  :  
 
T h i s  SA  i s  a p p l i ca b le  fo r  
a u d i t s  o f  f i n an c i a l  
s t at e m e nt s  fo r  p e r i od s  
b e g i n n in g  o n  o r  a f t e r  
A p r i l  1 ,  2 0 1 8 .  T h i s  SA  
a p p l ie s  t o  a u d i t  o f  
co m p l et e  s et  o f  FS  o f  
L i s t e d  E n t i t i es  a n d  
U n l i s t e d  E n t i t i es  
 
a )  W h e n  A u d i to r  i s  
re q u i re d  b y  L aw  o r  
Re g u l at i on ,  o r  
 
b )  W h e n  A u d i to r  d e c i d e s  
t o  co m m u n i cat e  K A M  i n  
h i s  re p o rt  
 
D e f i n i t i on  o f  K A M :  
T h o s e  m a t t e rs  t h a t ,  i n  
t h e  a u d i t or ’ s  
p r o f e s s i o n a l  j u d g m en t ,  
w e r e  o f  M O S T  
S I G N I F I C A NC E  i n  t h e  
a u d i t  o f  t h e  f i n a n c i a l  
s t a t e m e n t s  o f  t h e  
c u r r e n t  p e r i o d .  K e y  a u d i t  
m a t t e rs  a r e  s e l e c t e d  
f r o m  m a t t e rs  
c o m m u n i c a t ed  w i t h  
t h o s e  c h a r g e d  w i t h  
g o v e r n a n c e .  
 

 
P u r p o s e  o f  K A M :  
E n h an c i n g  t h e  
co m m u n i cat i ve  va l u e  o f   
a u d i tors  re p o rt  b y   
o f fe r in g  b et t er  
t ra n s p a ren c y  a b o u t  
a u d i t .  
U n d e rstan d in g  t h e  e n t i t y  
a n d  a re a s  o f  s i g n i f i ca nt  
m a n a ge m e nt  j u d g m ent .  
 
W h i l e  d et e r m in in g  t h e  
key  a u d i t  m at t ers  w h i c h  
a re  t o  b e  re p o rted  i n  t h e  
a u d i tors  re p o rt ,  t h e  
a u d i tor  w i l l  h ave  t o  
fo l l o w n a r rowi ng  
a p p ro a c h  a s  m e n t i o n ed  
b e l o w :  
 
M a t t ers  t h a t  a r e  
c o m m u n i c a t ed  t o  T h o s e  
C h a r g ed  w i t h  
G o v e r n an c e  
 
 
M a t t ers  t h a t  r e q u i re  
s i g n i f i c a n t  a u d i t o r  
a t t e n t i on  
 
 
M a t t ers  o f  M O S T  
S I G N I F I C A NC E  f o r  A u d i t  
 
 

 
D e t e r m i n a t io n  o f  K e y  
A u d i t  M a t t e r s :  
 
K A M  a r e  s e l e c t e d  f r o m  
M a t t er  c o m m u n i c a t ed  
w i t h  T C W G ,  b u t  n o t  
r e p re s e nt ing  a l l  t h e  
m a t t e rs .  I n  m a k i n g  t h e  
d e t e rm in a t io n ,  t h e  
A u d i t o r  s h a l l  t a k e  i n t o  
a c c o u n t  t h e  f o l l o w i n g  :  
  
a )  A r e a  o f  h i g h er  
a s s e s s e d  r i s k  o f  m a t e r i a l  
m i s s t a t e m en t  o r  
s i g n i f i c a n t   r i s k s  
i d e n t i f i ed  i n  a c c o r d a nc e  
w i t h  S A  3 1 5  
 
b )  S i g n i f i c an t  a u d i t or  
j u d g em e n t s  r e l a t i n g  t o  
a r e a s  i n  F S  t h a t  i n v o l v ed  
s i g n i f i c a n t  m a n a g e m e n t  
j u d g em e n t  i n c l u d in g  
a c c o u n t in g  e s t i m a t e s  
t h a t  h a v e  b e e n  i d e n t i f ied  
a s  h a v i n g  h i g h  
e s t i m a t i on  u n c e rt a in t y .  
 
c )  T h e  e f f e c t  o n  t h e  
a u d i t  o f  s i g n i f i c an t  
e v e n t s  o r  t r a n s a c t i o n s  
t h a t  o c c u r r e d  d u r in g  t h e  
p e r i o d . `  

SA 701 
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INDEPENDENT 
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REPORT 
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F a c t o r s  t o  b e  c o n s i d e r e d  
i n  d e t e r m i n at i o n  o f  M o s t  
S i g n i f i c a n ce:  
 
• M a t t e rs  t h a t   r e q u i re  
s i g n i f i c a n t  i n t e ra c t i o n  
w i t h  T C W G .  
 
• I m p o r t an c e  o f  t h e  
m a t t e rs  t o  i n t e n d ed  
u s e r s ’  u n de rs ta ndi ng  o f  
F S .  
 
• N a t u re  o f  u n d e r ly in g  
a c c o u n t in g  p o l i c y  r e l a t in g  
t o  t h e  m a t t e r  o r  
c o m p l e x i t y  o r  s u b j e c t i v i t y  
i n v o l v ed  i n  
m a n a g e m en t ’ s  s e l e c t i o n  
o f  a p p ro p r i at e  p o l i c y  
 
• N a t u re  a n d  s e v e r i t y  o f  
d i f f i c u l t i e s  i n  a p p l y i n g  
a u d i t  p r o c e d u re s ,  
e v a l u a t in g  t h e  r e s u l t s  o f  
t h o s e  p r o c e d u re s  a n d  
o b t a in i n g  r e l i a b l e  a n d  
r e l e v a n t  e v i d e n c e  t o  b a s e  
t h e  a u d i t or  o p i n i on .  
 
• N a t u re  a n d  e x t e n t  o f  
a u d i t  e f f o r t s  n e e d e d  t o  
a d d re s s  t h e  m a t t e r .  
 
• S e v e r i t y  o f  c o n t r o l  
d e f i c i en c i e s  i d e n t i f i ed  
r e l e v a n t  t o  t h e  m a t t e r .  
 
C o m m u n i c a t in g  K A M :  
 
T h e  r e p o rt  s h a l l  s t a t e  
t h a t ,  
 
• K A M  a r e  t h o s e  m a t t e rs  
t h a t ,  i n  t h e  a u d i t o rs  
p r o f e s s i o n a l  j u d g e m en t ,  
w e r e  o f  m o s t  s i g n i f i c a n c e   
 
 
 

i n  a u d i t  o f  f i n a n c i a l  
s t a t e m e n t s .  
 
• T h e s e  m a t t e rs  w e r e  
a d d re s s e d  i n  t h e  c o n t e x t  
o f  t h e  a u d i t  o f  f i n an c i a l  
s t a t e m e n t s  a s  a  w h o l e .   
 
• A u d i t o r  d o e s  n o t  
p r o v id e  a  s e p a r a t e  
o p i n io n  o n  t h o s e  m a t t e rs .  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
P l a c e m e n t :  
 
G e n e r a l l y ,  K e y  a u d i t  
m a t t e rs  s e c t i o n  i s  
r e q u i red  t o  b e  p l a c e d  
a f t e r  t h e  B a s i s  f o r  
o p i n io n  p a r a grap h  a n d  
b e f o re  t h e  M a n a g e me n t  
r e s p o n s i b i l i t y  p a r a gra p h.  
I n  c a s e ,  ‘ M a t e r i a l  
u n c e r t a in t y  r e l a t i n g  t o  
g o i n g  c o n c e r n ’  s e c t i o n  i s  
r e q u i red  a s  p e r  r e v i s e d  
S A  5 7 0 ,  t h e n  K A M  s e c t i o n   
i s  p l a c e d  a f t e r  t h a t  
s e c t i o n .  
 
 
 
 
 

C o m m u n ic a t i n g  K A M  i s  
n o t  s u b s t i t ut e  o f :  
 
• D i s c l o s u re s  i n  t h e  
f i n a n c ia l  s t a t e m e n t s   
 
• E x p r e s s i n g  a  m o d i f i ed  
o p i n io n  a s  p e r  S A  7 0 5  
 
• R e p o r t in g  a s  p e r  S A  5 7 0  
w h e n  a  m a t e r i a l  
u n c e r t a in t y  e x i s t s  
r e g a r d in g  G o i n g  C o n c e r n  
 
• A  s e p a r a t e  o p i n i o n  o n  
i n d i v id u a l  m a t t e rs  i . e . ,  
E m p h a s is  o f  m a t t e r  
p a r a gr ap h  a n d  o t h e r  
m a t t e r  p a r a gra p h a s  p e r  
S A  7 0 6 .  
 
C i r c u m s ta n c es  w h e r e  a  
M a t t e r  d e t e r m i n e d  a s  a  
K A M  i s  n o t  a  p a r t  o f  t h e  
c o m m u n i c a t i o n :   
 
A n  a u d i t o r  s h o u l d  
d e s c r i b e  e a c h  o f  t h e  k e y  
a u d i t  m a t t e r  i n  h i s / h e r  
r e p o rt  u n l e s s :  
 
• A n y  l a w s  o r  r e g u l a t io n s  
p r e v en t  p u b l i c  d i s c l o s u r e  
o f  s u c h  m a t t e r ;  
 
• I n  v e r y  r a r e  s c e n a r i o s ,  
t h e  a u d i t o r  c o n s i d e rs  
t h a t  s u c h  m a t t e r  
s h o u l d n ’ t  b e  
c o m m u n i c a t ed  i n  h i s / h e r  
r e p o rt  s i n c e  t h e  a d v e r s e  
o u t c o m e  o f  d o i n g  t h a t  
w o u l d  r e a s o n ab l y  
o u t w e i g h  t h e  b e n e f i t s  o f  
p u b l i c  i n t e re s t  w i t h  s u c h  
c o m m u n i c a t i o n .  
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D o c u m e nta t io n  
A n  a u d i t o r  s h o u l d  i n c l u d e  i n  a u d i t  d o c u m e n t a t io n :  
• T h e  b a s i s  f o r  h i s / h e r  d e t e r mi n at i on  w h e t h er  s u c h  m a t t e r  i s  a  K A M  o r  n o t  a  K A M  
• T h e  b a s i s  f o r  t h e  a u d i t o r  i n  d e t e rm in in g  n o t  t o  c o m m u n i c a t e  i n  a u d i t  r e p o r t  a   
m a t t e r  w h i c h  w a s  c o n s i d e r ed  t o  b e  a  K A M .  
 
O t h e r  c o n s i d e r a t io n :  
D i s t i n c tn e ss  b e t w e e n  E m p h a s i s  o f  M a t t e r s ( E OM ) ,  O t h e r  M a t t e r s ( OM )  a n d  K A M :  

Auditing 
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Emphasis of Matter Other Matters Key Audit Matters 

Highlights the 
information “in the 

Financial 
Statements” which 

is significant for user 
understanding. 

Highlights the 
matters which are 
Relevant to users 

understanding and 
not present in the 

Financial 
statements. 

Highlights the Most 
Significant Matters 

out of matters 
communicated to 

TCWG of Audit 
process. 

Top 5 matters that are reported in KAM based on the statistics: 
 
The matters that needs to be reported in the KAM differs from industry to industry and entity to entity 
but on a general considerations, these were the top 5 areas reported in KAM: 
 
 Impairment of Assets 
 Goodwill impairment 
 Management override of controls 
 Taxes 
 Revenue recognition 
 
Conclusion: 
To conclude KAM is an additional responsibility on the auditors reporting requirements. KAM is purely 
based on the auditors professional judgement about the matters of “MOST SIGNIFICANCE”. Just because 
something is a big number or it requires a greater audit efforts doesn’t mean it’s a KAM. 
 
Disclosure of KAM is intended to increase confidence in the audit of financial statements, as users will 
have more relevant information. The value of the audit, the audit report and the audit quality will be 
improved through which the public will be served. 
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Legal   Updates 

1) Extension of Due date for payment of TDS         
under Section 194M: 

 
The Central Board of Direct Taxes extends the 
due date for payment of TDS under section 
194M during the month of September, 2019 
and October, 2019 and the due date for 
furnishing the challan-cum-statement in Form 
26QD for the same, from 31.10.2019 and 
30.11.2019 respectively to 31.12.2019. 
Consequently, the due date of furnishing of the 
certificate of deduction of tax in Form 16D has 
also been extended for the tax deducted during 
the month of September, 2019 and October, 
2019 to 15.01.2020. 
 

2) Extension of time limit for payment of Tax and 
Surcharge under section 184 and 185: 

 
In exercise of the powers conferred by the 
proviso to sub-section (1) of section 187 of the 
Finance Act, 2016 (28 of 2016), the Central 
Government hereby specifies that the persons 
who have made a declaration under sub-
section (1) of section 183, but have not made 
payment of the tax and surcharge payable 
under section 184 and penalty payable under 
section 185 of the said Act, in respect of the 
undisclosed income, on or before the following 
due dates notified by the Central Government, 
a) 30th November, 2016 - For an amount not 
less than twenty-five percent of such tax, 
surcharge and penalty;  
b) 31st March, 2017 -  For an amount not less 
than fifty per cent. of such tax, surcharge and 
penalty as reduced by the amount paid under 
clause (a);  
c) 30th September, 2017 - For the whole 
amount payable under section 184 and 185 as 
reduced by the amounts paid under clause (a) 
and (b); 
may make the payment of such amount on or 
before the 31st January, 2020, along with 
interest on such amount, at the rate of one 
percent for every month or part of a month 
comprised in the period commencing on the 

date immediately following the said due date as 
so notified and ending on the date of such 
payment.  

 
3) Designation of Special Courts:  

 
The Central Government, in consultation with 
the Chief Justice of High Court of Himachal 
Pradesh, Shimla hereby designates the Civil 
Judge-cum-JMIC (3), Shimla and Civil Judge-
cum-JMIC(2), Hamirpur as Special Courts for 
the purposes of sub-section (1) of section 280A 
of the Income-tax Act, 1961 and section 84 of 
the Black Money (Undisclosed Foreign Income 
and Assets) and Imposition of Tax Act, 2015 
within their respective jurisdiction.  
 
 

 
 
1) Issuing Invoice having QR Code: 

 
The Government, on the recommendations of 
the Council, hereby notifies that an invoice 
issued by a registered person, whose aggregate 
turnover in a financial year exceeds five 
hundred crore rupees, to an unregistered 
person (hereinafter referred to as B2C invoice), 
shall have Quick Response (QR)code: Provided 
that where such registered person makes a 
Dynamic Quick Response (QR) code available to 
the recipient through a digital display, such B2C 
invoice issued by such registered person 
containing cross-reference of the payment 
using a Dynamic Quick Response (QR) code, 
shall be deemed to be having Quick Response 
(QR) code.  
 

2) Giving effect to the provisions of rule 46 of the 
CGST Rules, 2017: 

 
The Government, on the recommendations of 
the GST Council, hereby appoints the 1st day of 
April, 2020, as the date from which the 
provisions of the rule 46 of CGST Rules, 2017 
(Tax Invoice), shall come into force. 

Income Tax 

GST  
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3) Issuance of e-invoice by the class of registered 
person: 

 
      The Government, on the recommendations of 

the Council, hereby notifies registered person, 
whose aggregate turnover in a financial year 
exceeds one hundred crore rupees, as a class 
of registered person who shall prepare invoice 
in terms of sub-rule (4) of rule 48 of the said 
rules in respect of supply of goods or services 
or both to a registered person. 
 
 
 
 

1) Corporate Social Responsibility Contribution: 
        
       As per notification dated 19.11.2019 in 

respect of companies  required to make CSR 
contribution, another organization has also 
been added to list  for which donations can be 
made i.e, to “Department of Biotechnology 
(DBT),” . 

 
2)   Extension of time limit for Filing of FORM 

BEN-2 and FORM BEN-1: 
      
     The time limit for filing of FORM BEN-2 has          

been extended to 31.03.2020 with out 
payment of    any additional fees. Consequent 
to such extension   of date of filing of FORM 
BEN-2, the date of filing of FORM BEN-1 shall 
be construed accordingly. 

 
3) Relaxation of Additional Fees in respect of       

FORM CRA-4: 
        
       As per notification dated 30.12.2019, due date 

for filing of FORM CRA-4 (cost audit Report) for 
the FY 2018-19 without payment of additional 
fees has been extended to 29.02.2020. It is to 
be noted that the extension has been given 
with respect to entire process starting from 
“preparation of annexures to cost audit 
report” to “submission of Cost Audit Report by 
the Cost Auditor to Company” and finally “ 
filling of Cost Audit Report by the Company 

with the Central Governnment”. 
 
 
 
1) Don’t Want Tata chairmanship :: 
        
      Cyrus Mistry doesn’t want the chairman’s 

position at Tata Sons or directorship of three 
group companies. But the ousted group 
chairman will assert his right to a board seat at 
the $ 111 billion conglomerate’s holding firm 
to protect his interest as a minority 
shareholder. The supreme court is set to hear 
a petition challenging the NCLAT’s order to 
reinstate Mistry as the Tata group’s chairman. 
TCS and Tata patriarch Ratan Tata have also 
fil;ed separate appeals in the apex court 
against the NCLAT order. 

 
2) Alexa, am I eating right ?  
         
       Expect Amazon’s Alexa to promote healthy 

eating habits among school kids. The move is a 
part of the Food safety & Standards Authority 
of India’s initative to use technologies such as 
virtual and augmented reality in driving 
conversations on safe foods and balanced diet. 
Under the tie up ‘eat right’ labs would be set 
up and meals plans delivered to schools. 
Recently, the government banned sale  of junk 
food in and around school campuses. 

 
3) Bosch is pruning Desi Jobs 
        
        The local unit of Bosch - the world’s largest 

auto parts supplier is set to slash a couple of 
thousand jobs in the next four years. At least 
10 % of Bosch’s 3,700 white-collar and 6,300 
blue collar jobs will be axed as the industry 
battles poor demand, regulatory changes and 
the threat of electrification. Slumping sales 
have already impacted 3.5 lakh workers in the 
sector between April and August last year. The 
German company expects a turnaround only in 
the next 2-3 years.  

Corporate Law 

Current Affairs 
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Compliance Calendar 

Compliance 

Due Date
Particulars of Compliance Forms/ Returns Applicable To

Reporting 

Period
Act 

7th Jan

Deposit of Tax 

Deducted/Collected  

(TDS/TCS)
Challan 281

Non-

Government 

deductors/Colle

ctor

Dec,2019 Income tax act

7th Jan

Reporting of actual 

transactions of External 

Commercial Borrowings 

(ECB) through AD Bank 

under FEMA

ECB – 2

All Categories 

of ECB

Dec,2019 Income tax act

10th Jan
Return for TDS under GST

GSTR – 7
Government 

Authorities
Dec,2019 GST, Act, 2017

10th Jan

Return for Details of 

Supplies and the amount of 

tax collector

GSTR – 8 E-Commerce 

Operator

Dec,2019 GST, Act, 2017

11th Jan

Return for Outward 

Supplies of Taxable Goods 

and/or Services
GSTR – 1

Taxpayers with 

Annual 

Turnover more 

than 1.5 crores

Dec,2019 GST, Act, 2017

13th Jan
Return for details of ITC 

received and distribution
GSTR – 6

Input Service 

Distributors
Dec,2019 GST, Act, 2017

14th Jan

Issue of TDS Certificate u/s 

194IA and IB
Form 16B & 

16C

All Deductors 

related to 

Immovable 

Property Sale & 

Rent

Nov,2019 Income tax act

15th Jan
Quarterly Statement of TCS 

deposited
Form 27EQ

TCS collectors

Oct to 

Dec,2019
Income tax act

15th Jan

Deposit of Provident Fund 

Contributions
Through EPFO 

Portal

Entities 

registered with 

PF Authorities

Dec,2019 Income tax act

15th Jan

Deposit of E.S.I.C 

Contributions Through ESIC 

Portal

Entities 

registered with 

ESIC Authorities

Dec,2019 Income tax act

18th Jan

Return for details of Inward 

and Outward Supplies
GSTR – 4

Dealer opted 

for Composition 

Scheme

Oct to 

Dec,2019
Income tax act
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Compliance Calendar 

Compliance 

Due Date
Particulars of Compliance Forms/ Returns Applicable To

Reporting 

Period
Act 

20th Jan

Summary Return of 

Outward and Inward 

Supplies along with 

payment of Tax

GSTR – 3B

GST Taxpayers

Dec,2019 GST, Act, 2017

20th Jan

Summary Return of 

Outward taxable supplies 

and tax payable

GSTR – 5 & 5A Non-Resident Foreign Taxable 

person & OIDAR

Dec,2019 GST, Act, 2017

28th Jan

Return for details of goods 

and services purchased in 

India

GSTR – 11 Taxpayer claiming Refund & 

having UIN

Dec,2019 GST, Act, 2017

30th Jan
Issue of TCS Certificates

Form 27D
TCS collectors

Oct to 

Dec,2019
Income tax act

30th Jan
Challan – cum – statement 

u/s. 194IA and 194IB
Form 26QB & 

26QC
All deductors related to 

Immovable Property Sale & Rent
Dec,2019 Income tax act

31st Jan
Quarterly Statement of 

TDS deposited
26Q, 24Q

All deductors

Oct to 

Dec,2019
Income tax act

31st Jan

Quarterly Return for 

Outward Supplies of 

Taxable Goods and/or 

Services

GSTR – 1
Taxpayers with Annual Turnover 

up-to 1.5 crores

Oct to 

Dec,2019
GST, Act, 2017

31st Jan
Annual Return 

GSTR 9
Taxpayers with Annual Turnover 

up-to 2 crores

July'17 to 

Mar,2018
GST, Act, 2017

31st Jan
Reconciliation of GST as 

per GSTR 9
GSTR 9C

Taxpayers with annual turnover 

exceeds 2 crores

July'17 to 

Mar,2018
GST, Act, 2017

31st Jan

Monthly Return for 

Profession Tax more than 

50,000/-

Through State-

Wise PT Portal
Entities registered with PT 

Authorities

Dec,2019 Income tax act
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