FTCCIReview
CIN No. U91110TG1964NPL001030

The Federation of Telangana Chambers of Commerce and Industry

Vol.I. No. 07 | March 2020 | Rs. 55/-

The Nuts & Bolts
of e-invoicing in
GST | 12pg
Sustaining in
Challenging
World | 16 pg
Seven Ages of
India’s Monetary
Policy | 22pg

All About
Dividends &
Tax | 26 pg
Power politics
Misplaced
priorities | 29pg

March, 2020 | FTCCI Review | 1

2

| FTCCI Review | March, 2020

Vol.I No. 07

FTCCI Review
President
Karunendra S.Jasti

March, 2020

Inside

Senior Vice-President
Ramakanth Inani
Vice-President
Bhasker Reddy
Immediate Past President
Arun Luharuka
Chief Executive Officer
Khyati Amol Naravane
Managing Committee
Meela Jayadev
Vinod Kumar Agarwal
M.S.P. Rama Rao
C V Anirudh Rao
Venkat Jasti
Manoj Kumar Agarwal
Aditya Gowra
Shyam Sunder Agarwal
Narayan Das Bang
Vitta Satish Kumar
Amdiyala Sudhakar
A. Prakash
Avinash Gupta
Athukuri Anjaneyulu
P.Prem Kumar
Prem Chand Kankaria
Musunuri Ramakrishna Prasad
Raj Kumar Agrawal
Suresh Kumar Singhal
Krishna Kumar Maheshwari
Challa Gunaranjan
CA Abhay Kumar Jain
CA Hari Govind Prasad
V.V. Sanyasi Rao
Prakash Chandra Garg
Naresh Chandra Gelli V
Abhishek Tibrewala
P. Krishna
R. Ravi Kumar
Rajendra Agarwal
Dr. K. Narayana Reddy
Smt Bhagwati Devi Baldwa
Ritesh Mittal
Srinivas Garimella

05 | President’s Message
06 | Power News
08 | Economy watch
10 | Legal Digest
12 | The Nuts & Bolts of e-invoicing in GST
16 | Sustaining in Challenging World
22 | Seven Ages of India’s Monetary Policy
26 | All About Dividends & Tax
29 | Power politics Misplaced priorities
30 | Memorandum to FM : “JAN JAN KA BUDGET
2020-21”
34 | FTCCI Events glimpses
36 | FTCCI in News
37 | 100 years of Glorious Journey of FTCCI

Editor : T. Sujatha, Dy. CEO
Editorial Advisory Board
CHAIRMAN :
Sri Arun Luharuka,
Immediate Past President, FTCCI
MEMBERS :
Dr. M.Gopalakrishna, I.A.S (Retd.)
Sri Srinivas Garimella, Member,
Managing Committee -FTCCI

The Federation of Telangana
Chambers of Commerce and Industry
Head Office :
Federation House, FTAPCCI Marg,
Red Hills, Hyderabad - 500 004
Ph : 23395515 (8 line)
Fax : 040 23395525
e-mail : info@ftcci.com www.ftcci.in

The views expressed by the authors in their articles published in this magazine are
their personal views and do not necessarily reflect the views of FTCCI.
FEEDBACK : We would like feedback/comment from readers to enable us to
improve our offering. write to us at : sujatha@ftcci.in

March, 2020 | FTCCI Review | 3

Interactive Session on “JAN JAN KA BUDGET 2020-21”
Hon’ble Finance Minister & Chairperson GST Council, Government of India Smt. Nirmala Sitharaman at an Interactive
Session on “JAN JAN KA BUDGET 2020-21” held on16th Feb, 2020 at Hotel Trident, Hyderabad. FTCCI Office Bearers,
Expert Committee Chairmen and expert’s attended the interactive session and submitted a detailed Memorandum
on GST and Direct Taxes issues to the Hon’ble Finance Minister.

FTCCI Officials with Sangitha Reddy, President, FICCI at 92nd AGM FICCI, New Delhi
In photo seen are Sri. Suraj Prasad Agarwal, Newly Elected National Executive Committee Member FICCI and
Past President FTCCI with Dr. Sangitha Reddy, Incoming President FICCI, Sri. Sandeep Somani, Outgoing
President FICCI and Sri. Gowra Srinivas, NEC Member, FICCI and Past President FTCCI.
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President’s Desk

Dear Members

T

he global business
environment
continued to
be uncertain and the
Corona Virus outbreak
has brought a large part
of the world’s secondlargest economy China
to a standstill and its
impact has been felt across industries. It has hit India’s
manufacturing and exports of medicines, electronic,
textile and chemicals as China is the biggest source
of intermediate goods, worth $30 billion a year as per
estimations.
India’s largest imports from China include electronic
equipments (smart phones, etc), machines, engines,
pumps, organic chemicals, fertilisers, iron and steel,
plastics, and medical and technical equipments. Thus,
any or all of these could see hold-ups in shipments
resulting in shortages and/or price rises. There are
already reports that pharma raw materials are being
held up, and there are anecdotal reports of sharp
price rises in the sector. To overcome the shortage
of materials imported from China, the government
must swiftly move and reduce / remove the import
duties on certain products, primarily imported from
China but available in other countries.
There could be positive impact for companies that
compete against Chinese manufactures and to
take maximum gain the companies that have the
capabilities to produce items that are imported must
be given complete support, including credit, to supply
the goods for domestic market.
The introduction of the ‘Vivad se Vishwas’ during the
Budget Speech by the Finance Minister for resolution of
pending tax disputes is a welcome move. It surely helps
in reducing tax litigation and provides relief to the tax
payers. But the time given, till March 31, is too short to
understand, review the pros and cons of the scheme,
their eligibility to take necessary steps to withdraw
appeals and make payments. Hence government
should consider extending the first payment window
from March 31 by at least three months.
Finance minister Nirmala Sitharaman has, rightly,
flagged the issue of ‘financial stress’ in state power
distribution companies, or discoms, due to rampant
non-payment of user charges and widespread revenue
leakage. Reports say that the discoms’ outstanding
dues to power producers now add up to over Rs 82,000

crore, with the renewable energy sector particularly
badly affected. Significantly, the renewable power
segment has received foreign direct investment (FDI)
of over $3.2 billion in the last four years. The way
forward is to install prepaid smart power meters
nationally.
Reports say that solar and wind power generators have
piled up dues from discoms with Andhra Pradesh, Tamil
Nadu and Telangana seeing most default. The Centre
and state governments must garner the political will
to levy reasonable user charges for power. If the state
wishes to subsidise consumers, it must provide them
explicitly in the budget.
The frequent changes in policies, rules & regulations
determining the power generation/supply conditions is
also affecting the renewable energy sector very badly.
Policy flip-flops are entirely avoidable in renewable
power.
The Supreme Court Order on payment of share in
AGR by the Telecom companies can possibly impact
survival of a competitive telecom market, adoption
of 5G, the future of Digital India. Only a strong stand
and brave government policy can save the telecom
sector.
The much awaited and much publicised visit of U.S.
President to India was over with nil results on trade.
Even a mini-trade deal could not be worked out shows
how far apart the two sides are on the issue is visible.
India needs to participate in global value chains and
export more to grow; American technology and
investments can play a key role here and hopefully
the two countries will make trade deal soon.
FTCCI, in its continued efforts to protect the interests
of the industry and trade has submitted Memorandums
on various issues to Smt. Nirmala Sitharaman, Union
Finance Minister, Sri Piyush Goyal, Union Minister
for Commerce and Railways, during their visit to
Hyderabad. A delegation also met Sri Harish Rao,
State Finance Minister and submitted him guidelines
for formulation of a Scheme to resolve VAT disputes
in the line of ‘Sab Ka Vishwas’ scheme.
I appeal to all members to bring to the notice of the
Federation all the issues that need to be addressed
at State / Centre level and actively participate in
strengthening the role of the Federation.

Karunendra S.Jasti
President
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Power News
Centre to set up renewable energy
board to cut developers’ risks
The proposed board will “deal with challenges and
issues being faced by renewable energy sector
with the aim and objective to remove obstacles
and difficulties which investors face in bringing
investments in the sector”, it said
The government
will set up a
Renewable
E n e r g y
Promotion and
Facilitation
Board to help
minimise risks
for developers
in the sector
that has seen a
waning of investment interest mainly because of adverse
policies of state governments.
The board will liaise between developers and various
state governments and authorities to ensure smooth
implementation of renewable energy projects in the country
and also coordinate with various financial institutions to
enhance access to easy finance, the new and renewable
energy ministry (MNRE) said in an order issued on
Tuesday.
The proposed board will “deal with challenges and issues
being faced by renewable energy sector with the aim
and objective to remove obstacles and difficulties which
investors face in bringing investments in the sector”, it
said.
The renewable energy sector has been facing some tough
challenges due to policy uncertainty and difficulties in land
procurement and transmission connectivity. Payment delays
by state distribution companies, increasing curtailment of
projects and some state governments’ move to renegotiate
power purchase agreements (PPAs) have added to the
problems, industry insiders said.
While the NDA government at the Centre has stated its
intention to achieve 450 gigawatt (GW) of renewable energy
capacity by 2030 at the United Nations Summit 2019, the
states do not look so keen on green energy, given the
overhang of contracted capacity and slack in demand. The
new governments in Andhra Pradesh and Maharashtra are
currently trying to renegotiate renewable contracts.
All this has impacted the sector’s growth and investor
interest.
https://energy.economictimes.indiatimes.com/
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Round-the-clock power supply by
bundling renewable with thermal
power: Draft policy
Accordingly, a power generating firm will have to supply
electricity such that at least 51 per cent of the annual
energy supplied corresponds to renewable energy and
the balance is drawn from thermal
The Ministry of New and Renewable Energy has proposed a
draft policy for the supply of round-the-clock (RTC) power
to distributors through a mix of renewable energy and
electricity generated in coal-based plants.
Addressing the issues of intermittency, limited hours
of supply and low capacity utilisation of transmission
infrastructure, the draft policy provides for reverse bundling,
wherein high-cost thermal power is being allowed to be
bundled with cheaper renewable energy.
Accordingly, a power generating firm will have to supply
electricity such that at least 51 per cent of the annual energy
supplied corresponds to renewable energy and the balance
is drawn from thermal sources.
The generator will supply RE power complemented with
thermal power, in RTC manner, keeping at least 80 per cent
availability on an annual basis, the draft said.
“The main objective of the scheme is to provide RTC power
to the discoms through bundling of RE power with thermal
power and to scale up renewable capacity additions. It will
also facilitate fulfilment of renewable purchase obligation
(RPO) requirement of the obligated entities,” the ministry
said inviting comments from stakeholders on the new
policy.
While India is committed to installing 175 GW of renewable
energy (RE) sources by 2022 and 450 GW by 2030,
intermittent power generated through such sources and its
implication on the grid safety has been a concern. Parallelly,
there is around 26 GW of stranded thermal power assets
lying unutilised which can provide firm power to the grid.
To bridge the gap, the MNRE has come out with the draft REbased round the clock (RTC) power. The scheme is unique in
the world as conventional and non-conventional resources
will complement each other to provide a sustainable firm
power to the grid.
The Ministry of New and
Renewable Energy has
proposed a draft policy for
the supply of round-the-clock
(RTC) power to distributors
through a mix of renewable
energy and electricity
generated in coal-based

plants.
Addressing the issues of intermittency, limited hours
of supply and low capacity utilisation of transmission
infrastructure, the draft policy provides for reverse bundling,
wherein high-cost thermal power is being allowed to be
bundled with cheaper renewable energy.
Accordingly, a power generating firm will have to supply
electricity such that at least 51 per cent of the annual energy
supplied corresponds to renewable energy and the balance
is drawn from thermal sources.
The generator will supply RE power complemented with
thermal power, in RTC manner, keeping at least 80 per cent
availability on an annual basis, the draft said.
“The main objective of the scheme is to provide RTC power
to the discoms through bundling of RE power with thermal
power and to scale up renewable capacity additions. It will
also facilitate fulfilment of renewable purchase obligation
(RPO) requirement of the obligated entities,” the ministry
said inviting comments from stakeholders on the new
policy.
While India is committed to installing 175 GW of renewable
energy (RE) sources by 2022 and 450 GW by 2030,
intermittent power generated through such sources and its
implication on the grid safety has been a concern. Parallelly,
there is around 26 GW of stranded thermal power assets
lying unutilised which can provide firm power to the grid.
To bridge the gap, the MNRE has come out with the draft REbased round the clock (RTC) power. The scheme is unique in
the world as conventional and non-conventional resources
will complement each other to provide a sustainable firm
power to the grid.
The policy states that the RE power may include solar, wind,
small hydro, or a combination thereof, with or without any
Energy Storage System (ESS).
A composite single tariff for RE, complemented with thermal
energy will be quoted by the bidders at the delivery point,
it said adding successful bidder will be selected through
a transparent bidding process wherein bidders will quote
a composite single tariff for bundled energy.
For 2022, India has set a target of having 100 GW of solar
generation, 60 GW of wind, 10 GW of biomass and 5 GW of
small hydro. It is further committed to increase capacity
to 450 GW by 2030 so as to ensure 40 per cent of the total
installed power generation
capacity is non-fossil fuel,
reducing emission intensity
of GDP by 33-35 per cent from
2005 level.
https://energy.economictimes.
indiatimes.com/
news/renewable

Corona virus: Solar power prices
expected to rise in India, industry
demands projects review
The production rates for much-needed materials for
solar have come to a halt, or at least, significantly
decreased
The Corona virus outbreak in China has disrupted production
and transport of key equipment imported for use in solar
power plants and is likely to jack up the prices of solar power
apart from impacting projects’ completion schedule unless
urgent measures are taken.
The virus outbreak has also created other issues for the Indian
solar industry with ship container companies having stopped
picking up load from China ports and transporting them to
different countries, including India. Also, the production
rates for much-needed materials for solar have come to a
halt, or at least, significantly decreased and the quarantine
of those residing in affected areas has resulted in factory
usage plummeting.
This is also an opportunity for Make in India for the
solar sector to build a strong and competitive domestic
solar manufacturing industry, according to the industry
chamber.
In order to ensure the domestic capacity keeps running
at a higher rate and avoiding a possible slowdown in the
completion of projects, domestic solar manufacturers need
to ramp up production capacity and the government may
consider subsidizing the cost differential, the industry body
CII has recommended.
It has also suggested exempting solar module producers in
SEZs from 25 per cent safeguard duty on imports of cells
and modules for domestic facilities, apart from using coal
cess as a support for the domestic industry.
In order to tackle the impact likely to occur across sectors
there is a strong case for removing the higher customs duties
imposed on certain products that primarily are sourced from
China but may need to be sourced from other countries now
and the government may reconsider the recent imposition
of higher duties.
Modules account for around 60 per cent of a solar project’s
cost and Chinese companies supply around 80 per cent of
solar cells and modules used here, given their competitive
pricing. Chinese vendors have informed Indian developers
about delays in production, quality checks and transport
of components due to the outbreak. As a result, Indian
developers have started facing a shortfall of raw materials
needed in solar panels and cells and limited stocks. There
is an extended work stoppage in eight provinces with many
of them being key solar manufacturing hubs.
March, 2020 | FTCCI Review | 7

ECONOMY Watch
Coronavirus outbreak to hit global growth; to have
limited impact on India: RBI Guv

Only few sectors are likely to see some
disruptions but alternatives are being
explored, the RBI governor said.
The coronavirus outbreak will have a limited impact on India but the global
GDP and trade will definitely get affected due to the large size of the Chinese
economy, RBI Governor Shaktikanta Das has said.
Only a couple of sectors in India are likely to see some disruptions but
alternatives are being explored to overcome those issues, he said.
The deadly virus has brought a large part of the world’s second-largest
economy China to a standstill and its impact has been felt across
industries.
India’s pharmaceutical and electronic manufacturing sectors are dependent
on China for inputs and they may be impacted, Das told PTI in an interview
here.
“It is definitely an issue which needs to be closely monitored by every
policymaker whether in India or any other country. Every policymaker, every
monetary authority needs to keep a very close watch. So coronavirus issue
needs to be closely watched,” he said.
A similar problem, perhaps on a lower scale, occurred last time during the
outbreak of Severe Acute Respiratory Syndrome (SARS) in 2003, he said
adding that the Chinese economy had slowed down by about 1 per cent
during that time.
At the time of SARS outbreak, China was the sixth-largest economy and
accounted for only 4.2 per cent of the world’s GDP. While, the Asian giant
is now the world’s second-largest economy, accounting for 16.3 per cent
of the global GDP, therefore, any slowdown in the Chinese economy would
impact the global economy.
The RBI governor said that the coronavirus outbreak appears to be larger
than SARS and this time China’s share in world GDP and world trade is much
higher. “So, the corona virus will definitely have an impact on the global GDP
and global trade,” he said adding that every major economy today will have
to be very careful and must monitor the situation closely.
For India, China is an important trading partner and policymakers both
in the government and the monetary authority “are very watchful of the
developments that are taking place,” he said.

imports of certain information and
communications technology (ICT)
products. The request is scheduled
to come up this week. “We will block it
in the first instant,” said an official.
The EU initiated dispute proceedings
last year alleging India levied excess
tariffs than what it had committed
to in its tariff schedule at the WTO
for products including electronic
transformers, telephone sets,
particularly cell phones, transmission
apparatus for radio or television
broadcasting and electronic
integrated circuits, television
cameras, digital cameras and video
camera recorders. India levied 10%

customs duty on mobile phones and
some other ICT products for the first
time in July and increased it to 15%
that year. The duties were further
increased to 20%.

The EU initiated dispute proceedings last year alleging India levied excess
tariffs than what it had committed to in its tariff schedule at the WTO for
products including electronic transformers, telephone sets, particularly
cell phones, transmission apparatus for radio or television broadcasting
and electronic integrated circuits.

Stating that India has bound the ad
valorem duty rate for these products
at zero, EU claimed that the duty
rate applied is up to 20% and these
“adversely affect exports of goods”
from the EU to India.
New Delhi has argued that most of
the items identified by the EU and
others were not covered under the
Information Technology Agreement
as these did not exist in 1996 and the
tariff lines were not included in the
agreement.

India will block the European Union’s request for a dispute settlement panel
at the World Trade Organization (WTO) against New Delhi’s customs duties on

https://economictimes.indiatimes.com/
news/economy/foreign-trade

India to block EU’s WTO panel request
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India needs to shift fully from pro-crony to pro-business policies: CEA
The problem with cronyism is that it is not better business
models and processes which drive the growth, he said
India has some distance to go in fully shifting from procrony to pro-business policies, Chief Economic Adviser
Krishnamurthy Subramanian said. It will be the pro-business
policies that will enable the “invisible hands of the market”
and also take the country to the goal of $5 trillion GDP, he
added. “Pro-business policies are those that enable fair
competition in the country. We have some distance to go
in terms of enabling that fully. Pro-crony policies on the
other hand just help incumbents and that is something
that we have to stay away from in enabling the invisible
hands of the market”.
Indian policymaking has been criticised for favouring crony
capitalists in the initial decades after Independence, till the
country shifted gears by adopting liberalisation in 1991.
Subramanian said after the CAG’s report on telecom
spectrum allocations came out in 2011, investor returns
from “connected companies”, a euphemism for crony firms,
have been very low as compared to the broader indices.
The problem with cronyism is that it is not better business
models and processes which drive the growth, he said,
adding that we should always aim for “creative destruction”
where the incumbents are challenged.
In a critique of the dominant policy choices in the initial
decades after Independence, Subramanian said “the
tryst with socialism did not deliver the tryst with destiny”,
referring to first Prime Minister Jawaharlal Nehru’s famous
speech when India attained freedom.
He also made a strong case for not depending only on recent
work in economics to make policy choices and neglecting
age-old texts like the Arthashastra.
“Scholarly work isn’t something that was written in the last
100 years but dates back millennia,” he said.

The Arthashastra stresses on ethical ways of creating
wealth, he said, adding that we need to focus on creating
trust in the markets as well.
If governance standards have to be increased in the country,
there has to be a greater focus on disclosing related-party
transactions, the CEA said. The comments come in the
wake of frauds like the one at non-bank lender DHFL.
The Union Budget’s thrust on ‘Assemble in India’ should not
be seen as substitute to the government’s flagship ‘Make in
India’ programme, but as a complementary aspect which
will act as a precursor to other goals, he said.
On the focus on ‘Assemble in India’, Subramanian cited the
case of Suzuki’s entry into the country in 1980s and the
developments in the auto sector since then to illustrate that
simple assembly of parts to make a car is a precursor to
manufacturing and also intellectual property creation.
Pointing out to the recently released Economic Survey, he
said over four crore well-paying jobs can be created in the
country by 2025 by focusing on assembling for the world,
and the same can go up to eight crore by 2030.
Asked about the Budget’s thrust on imposing tariffs on
certain sectors and how it has been criticised as being
protectionist by some, Subramanian said we need to make
a distinction between duties that are imposed on finished
products against those on raw materials or intermediate
goods which hurt exports. “We need to move towards far
more open trade policies on intermediate goods and raw
materials to enable exports,” he told reporters.
To a question on external member of the Monetary Policy
Committee Chetan Ghate’s pitch for more structural
reforms, Subramanian said all measures like rate cuts
and reforms work with a lag and we should allow time for
their benefits to accrue.
https://www.business-standard.com/article

Slowdown effect: Govt spending
on poor slows as economy trends
down
GDP expansion rate fell from 8.2% in FY17 to 7.2%
in FY18 and further to 6.8% in FY19.
The slowdown in economic growth has undermined the
government’s ability to augment expenditure on schemes
meant for redistribution and welfare of the poor and the
disadvantaged. While there isn’t a clear segregation of ‘propoor schemes’ in the Budget, an analysis by FE identifying
items of expenditure with purposes of welfare/uplift of
the poor showed that growth of such spending nosedived
from a robust 25.6% in FY17 and 22% in FY18 to just 2.3%
in FY19. GDP expansion rate fell from 8.2% in FY17 to 7.2%
in FY18 and further to 6.8% in FY19.

*As indentified by FE, such expenditures are to rise 39% on year in
FY20(RE), thanks to PM-Kisan; excluding PM-Kisan, such expenditure
growth in FY20 was muted at 6.2%; PM-Kisan pushes pro-poor
schemes’budget to Rs.2,30,810 crore in FY20; excluding the scheme,
it is Rs.1,76,440 crore.
https://www.financialexpress.com/economy
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The Nuts & Bolts of

e-invoicing in GST
CMA Bhogavalli Mallikarjuna Gupta
Chief Taxologist, Logo Infosoft Business
Technology Private Limited

G

oods and Service Tax have been rolled out in India in
July 2017 and after that frequent changes have been
made in the law from time to time to accommodate
the challenges being faced by the trade and industry.

Apart from these changes, the Government is also implementing

What is an
e-invoice?

measures like the rollout of e-waybill for minimizing the tax
evasions, usage of analytics to find and punish errant taxpayers.
Still, there exists a section of a taxpayer who is not following

E-invoice is a document issued
by the supplier to its customer
electronically where it gets
updated in the customers’
system directly without any
human intervention.

the provisions of the law and causing tax evasion and as a part
of curbing such activities; e-invoicing is being proposed to be
implemented mandatorily from 1st of April 2020. In this context,
notifications have been issued on aspects like to whom all it is
applicable, changes in the provisions in the law, concept paper and
FAQ.
Though e-invoicing is implemented in more than 75 countries
across the globe, it is a new thing in India. The concept of e-invoice
in India started with an Agenda item in the 35th GST Council
Meeting and after that, it became a reality in the 37th GST Council
meeting held in Goa.
e-invoicing had started during the 1970’s when the large
organization started sharing data with its customers and suppliers
using Electronic Data Interchange (EDI) and that could not be
carried out in a big manner due to the cost involved. Over a
period of time, as technology improved and became affordable,
the organizations have adopted it and in the meantime, the tax
authorities have started exploring and implementing it to have realtime access to the data and as a tool to control tax evasion. Latin
American countries are the early adaptors and now it is stabilized
there and Europe and Asia, Africa started slowly and gradually. The
worldwide experience is that they have started with B2G (Business
to Government) Transactions and slowly moved to the B2B (Business
to Business) and the B2C(Business to Customers) gradually. When
12 | FTCCI Review | March, 2020

it started for B2B, the thresholds
were very high and applicable to
only a fraction of the taxpayers and
based on the overall experience
and implementation hurdles. The
thresholds were reduced. It took
almost 10 years in Turkey and
similar is the experience in other
countries. Now let’s discuss the
concepts and provisions from
functional and technical aspects
form the Indian perspective and
rollouts.

What is IRN?
IRN refers to Invoice Reference
Number.
Once I get my IRN, what
should I do?
You need to print it on the Tax
invoice.

What are the benefits of
e-invoicing to the seller/buyer
and tax authority?
Seller : The information is decimated
to the customer on a real-time basis
and helps him in the tracking of the
same. It also saves the cost of printing
the invoice and shipping the same by
courier or post.
Buyer : The buyer will have complete
information about the goods or
services invoiced and if required,
can take up for corrective action.
The buyers’ finance team has clear
visibility on the purchases and plan
their cash flows and working capital
accordingly.
Tax Authority : gives real-time
information the tax transactions and
helps in monitoring the compliances
seamlessly and more efficiently and
effectively.
Is the IRN number same as my
tax invoice number?
No, both are different numbers.

How will e-invoicing work
in the Indian GST?
In India, it works in a pretty simple
manner. The suppliers continue
to issue/ prepare invoice form his
existing Accounting/ERP system
and then send the same to the tax
department server. There is gets
validated and sent back with an
Invoice Reference Number (IRN)
and QR Code to the supplier. Once
the supplier receives it, he can take
the print of the tax invoice and
share it with his customer.

Once the IRN is generated by the
system, I will update the same in
my Accounting/ERP package. Do
I need to sign the tax invoice?
It is your choice, you can either sign
the tax invoice after adding the IRN,
or it need not be also based on the
Notification No 74/2018 – Central Tax
Dated 31st Dec 2018, the tax invoice
is not required to be signed if issued
electronically. If the tax invoice
issued is as per the provisions of the
Information Technology Act 2000.
What is the IRP?
IRP refers to the department server
know as Invoice Registration Portal,
where the data is validated and sent
back to the supplier.
Is e-invoice required to be issued
by all taxpayers or only a select
category of taxpayers?
It is required to be issued by only
a select set of taxpayers as notified
by the Government from time to

time. Currently, it is required to be
issued by taxpayers who are having
aggregate turnover above Rs 100
crores in a financial year.
My turnover is above Rs 100
crores, and I issue tax invoices
manually as they are very few.
Can I still issue them in the same
manner after the 1st of April
2020?
Yes, you can still issue the same
manually as the Government is
providing the Jason format, where
you need to enter the values
manually and upload it on the
e-invoice portal. It will issue the
IRN along with QR code; you need
to download the same, take a print
and give it your customers.
I am using an accounting
package/ERP currently, what
should I do?
You need to talk to the provider
of the Accounting package/ERP
and check with them how they are
providing the e-invoicing solution
in the system.
Is e-invoice required to be issued
for all tax invoices or any other
documents?
It is required to be issued for the
following documents
a Tax Invoice
a Debit Note
a Credit Note
For which transactions I need to
issue e-invoice?
It is required to be issued for the
following transactions
a B2B (Business to Business)
Transactions
a B2G (Business to Government)
Transactions
a Exports
a Reverse Charge
a Supplies through e-commerce
operator
I am a small trader and sell
March, 2020 | FTCCI Review | 13

goods on Amazon, Flipkart etc.,
and my turnover is less than Rs
100 Crores; still I need to issue
e-invoice?
You can issue the e-invoice on your
own or ask your e-commerce operator
to issue e-invoice on your behalf.
When I issue a debit note or
credit note, do I need to give any
additional information for the
generation of IRN apart from
my regular transaction-related
information?
Yes, you need to give the reference
of the tax invoice number and date
of the tax invoice against which the
debit or credit note is being issued.
My turnover is less than Rs 100
Crores, and I purchase from
a supplier whose turnover is
above Rs 100 crores, as per new
provisions, he has to issue
e-invoice from 1st of April 2020, do
I need to do anything specifically
as I will receiving an IRN?
No, as a B2B recipient with turnover
less than Rs 100 crores, you need not
do anything, you will prepare GRN/
MRN as per your current process and
account it.
When the tax invoice is validated
and returned to the taxpayer after
the issue of IRN, it also comes
with QR Code, what is this QR
code? What should I do with it and
how will it help the department
or me?
QR Code refers to Quick Reference
Code; it will be generated by the
e-invoice system and sent to the
taxpayer along with IRN. The
IRN will consist of the following
information
a GSTIN of the Supplier
a GSTIN of the Recipient
a Tax Invoice Number
a Date of Tax Invoice
a Invoice value (taxable value and
gross tax)
a The number of line items.
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a
HSN
Code of
the main
item (the line
item having the
highest taxable
value)
a Unique Invoice
Reference Number
(hash)
It will be helpful for the department
to verify during the transit of the
material.
One of my friends told me that
there are two types of QR Codes,
what are they?
Yes, what your friend told is correct.
There are two types of QR codes.
The e-invoice system issues one as
we discussed above. The second will
be generated by the taxpayer and
printed on all the B2C tax invoices
issued by a supplier whose turnover
is above Rs 500 Crores in a financial
year.
What are the different methods
through which I can generate
IRN?
The various methods through which
the IRN can be generated as per
GSTN are:
a API based,
a Mobile app-based,
a Offline tool based and
a GSP based
I want to ship my goods
tomorrow to my customer, and
I stay at a remote location where
connectivity is a problem. In such
a case, can I issue the IRN for the
invoice to be issued tomorrow?
No, you cannot issue an IRN on a
future date.
I have issued the IRN, but after

that
my customer
calls and tells me
to differ the shipment
dates as he has some
storage problem there.
What should I do?
Once the IRN generated, you can
cancel it within 24 hours. This is one
option; another option is to issue a
credit note with the reference of the
original transactions tax invoice and
generate an IRN for that also. In this
manner, your IRN also needs not to
be cancelled and your accounting is
also taken care of.
If I need to cancel as IRN, in how
many hours can I cancel it after
generation?
You can cancel it within 24 hours of
the issue of IRN.
As I am generating an IRN, do I get
any benefits as a taxpayer?
Yes, it will reduce your data entry at
multiple places. Once the e-invoice
system generates the IRN, it will be
updated in Anx -1 for you, will update
the Anx – 2 for your supplier and in
case if it is for the supply of goods,
then it will update your Part A of
your e-waybill.
If I am using the API method, how
many API’s are there?
a Authentication (POST)
a Generate IRN (POST)
a Cancel IRN (POST)

a Get e-Invoice by IRN (GET)
a Get GSTIN details (GET)
a Health Check API (GET)
I am using API Method, is there
any difference for the data I need
to pass for the domestic and export
transactions.
Yes, there is a difference. You need to
pass these values separately in case
of export transactions.
a The subtype of export – exports
or Supplies to SEZ or Supplies to
SEZ Developer
a Payment Type – with payment or
without payment
a Port Code
a Country Code
a Currency Code
Whenever I do exports, the
customer is not from India;
in such cases, he will not have
GSTIN, what value I should pass
in such cases.
Yes, you are correct; the customer
will not have GSTIN. In such cases,

you need to pass “URP” in place of
GSTIN.
Is my data secure when I am using
the API method?
Yes, your data is secure as the GSPs
or the Taxpayers will be having SSL
(Secure Socket Layer) or Transport
Layer Security 2.0 (TSL)
The above are some of the basic
queries which will be in anyone’s
mind on the e-invoice. As time is
running is fast and short, you need
to make necessary arrangements in
your systems to adapt to the new
requirements in GST. For this, you
can implement the same inhouse
or engage an outside consultant.
Apart from these, you may need
to make some changes to your
business process, so it is required
to involve all the concerned teams
in the organization so that there will
not be any last-minute surprises. It
will also require some IT budgets in
case if you decide to implement API
approach. Customizations should be
as minimal as possible. For all these

to happen, management approval is
also required. To make the taxpayers’
life easy and ensure that there is
no business disruption, they have
provided 10 sites for the generation
of IRN. They have done from their
side and now it for us to act and
implement it. In case if you do not
do and caught by the department,
you may be issued notices under
relevant sections and penalty will be
levied under Section 122 or Section
125 of the CGST Act.

Disclaimer
Any views or opinions represented
above are personal and belong solely
to the author and do not represent
those of people, institutions or
organizations that the author may
or may not be associated with in
professional or personal capacity
unless explicitly stated. Any views
or opinions are not intended to
malign any religion, ethnic group,
club, organization, company, or
individual.

Free Energy Audit for MSMEs
Dear Member,
We are pleased to inform you that the Federation of Telangana Chambers of Commerce and Industry
(FTCCI) has been assigned to undertake a free Energy Audit for MSMEs under Yes Bank - EDII CSR project.
The objective of the project is to support and develop sustainable MSMEs in the State of Telangana.
The Audit will be conducted by certified Energy Auditors and needs to be completed before March 15,
2020.
Criteria - The turnover of the Unit should be 2 crore and more.
Since the Audit will be conducted on first come first basis we urge you to send the expression of
interest in the given format at the earliest.
Name of the Proprietor:
Name of the Firm & Address:
Contact Person Mobile & Email:
On completion of the Audit, a detailed report will be submitted by the Certified Auditors
giving details of excess power consumption, leakages if any, and ways and means for
reduction of power bills.
We look forward for receiving your Expression of Interest at the earliest.
Please send the line of confirmation to vishalakshmi@ftcci.in / Ph: 9121000199.
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Sustaining in
Challenging World

“

Business Leaders
worldwide expect
their organization to
capture competitive
advantage....
Globalization &
Digitization has pushed
the organization
in a direction that
represents new normal
of uncertainty...
Survival or growth of
enterprise depends on
capacity to generate
wealth across value
chain.
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Manoj Trivedi
Founder Director at iGlobal Research
& Analytics mentoring businesses

Sustainability is rapidly becoming a strategic priority
for businesses. The evidence that sustainability is
becoming a core consideration for successful businesses
around the world grows stronger every day. Business
environment is becoming more complex and fast moving
than ever. Successful beacons are taking necessary
corrective action to align with changing world.

The Revolution

F

or 20 years or more we have
recognized that the way we do
business has serious impacts
on the world around us. Now it is
increasingly clear that the state of the
world around us affects the way we do
business. The organizations need to
understand the forces that drive their
market and impact their profitability
in the medium to long term. Knowing
what those effects will be and how
business can manage them successfully

means developing a sophisticated
understanding of these factors and how
they work.
The difference that Indians have seen is
transition through closed economy and
“license raj” to open & free economy.
Restricted supplies of raw material with
monopolistic attitude to free sourcing
pattern with huge competition and
oligoply has not paid any dividend, or,
can we say we are unable to capitalise
the opportunity! Influx of MNCs was

deadly & scary questioning our
sustainability. The challenges thrown
up by unwanted changes were set
against a competitive landscape

that had also rapidly and radically
reshaped us but with tepid result.
Competition was and has been
coming from new and previously

All factors
remain
constant, Total
Cost varies
across batches
Savings
made across
board is not
reflected in
the balance
sheet

Profit never
commensurate
change in
sales
Growth
scaling Sales
Revenue has no
significant
impact in B/
Sheet

DisEconomies
of Scale

Though capable
of higher return,
reason why
Profit is confined
between 6-8%

unseen sources. To survive businesses
saw alignment across the supply
chain, adopting flexible supply chain
that became extremely essential.

Reason why
Return on Cost
of Capital is
low

New normal of 21st Century
For established organizations,
lack of short term and long term
planning, Leadership failure through
inability to take right decisions at
the opportune time, entangling
themselves through delusion of pride
not admitting to their mistakes,
feeling it enough to have a great

product, ignoring market needs,
inability to manage their resources
and respond to change, inability to
value the value of value and host
of other factor contributes to their
failure.
Changing economies, changing
economics, changing business

practices, changing business models
& technologies, changing consumer
preferences and taste, changing
competition and host of many other
factors have caused global iconic
companies either to struggle or close
down.

Once most successful global organizations like Nokia, Xerox, Yahoo,
Segway, Blackberry,Blockbuste, Hitachi,Toshiba etc have faced extinction
for not responding to changes. None is immune.
The rise of technology is introducing
opportunities and obstacles for
global and domestic companies alike.
Brookings Institution estimates
that five years ago, the free flow of
data contributed $2.8 trillion to the

global economy, a figure that could
reach $11 trillion by 2025. Global
digital platforms from Amazon
and Facebook to Alibaba, internet
connectivity and the new oil – big
data – are enabling small businesses

to become “micro-multinationals”.
Individuals are participating in
globalization directly, using digital
platforms to learn, find work,
showcase their talent and build
personal networks. Some 900
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million people have international
connections on social media, and
360 million take part in cross-border
e-commerce.
At the same time, this brings
growing competition, and inequality
continues to increase. The rates of
disparity and inequality – between
rural and urban areas in developed
countries, between developing and
developed markets and ultimately
between people and machines – are
on the rise. Multinational companies
are increasingly seen as agents of
inequality and face growing pressure
and criticism from governments and
consumers alike.
APCO Worldwide’s recent research
revealed that only 14% of business
executives surveyed feel very
prepared to deal with unexpected
geopolitical threats, and only 18%
felt they were equipped for the
challenge of recruiting and retaining
the talent needed for growth. The
key takeaway of the study is that
enterprises today need to lean into
risks and have a process to embrace
and adapt to them. The model that
emerged from the research identifies
three critical building blocks of an
agile enterprise: active leadership,
shared advocacy and enterprising
culture.
On the other hand global market is
undergoing severe slow down marked
by income inequality. This is giving
rise to protectionism defying rulings
of WTO. New face of globalization
is emerging giving rise to reverse
trend. Track record of the 500 largest
firms worldwide was examined by
The Economist and found that in

eight out of 10 sectors, multinational
firms have expanded their aggregate
sales more slowly than their domestic
peers that signals inclusive growth
for sustenance.
Peter Drucker commented, in a
Harvard Business Review article:
“Until a business returns a profit that
is greater than its cost of capital, it
operates at a loss. Never mind that
it pays taxes as if it had a genuine
profit. The enterprise still returns
less to the economy than it devours
in resources… until then it does not
create wealth; it destroys it.”
Businesses across globe have realised
to resolve wealth creation, as is
evidenced in recent Annual meet at
Davos organised by World Economic
Forum, that is now necessary for
businesses to go on. Income
inequality across globe has severe
impact over the business leading to
slow down. Globalization and FTAs
has lead local manufacturers to shut
down. Trade war between China
& US is the result of challenging
economic condition of USA, though
being the richest economy.
Chinese occupation of business
spaces across globe has become the
matter of concern to many countries.
India is not the exception. Input
materials constitutes around 75%
of spend space in India, whereas,
globally it constitutes 50-55%. Given
same formulation, what makes such
a difference?
Add to it, even though the world was
moving through gradual automation
& digitization of businesses, forced
disruption through complete
automation & digitization creating

smart factories is a purposeful act to
reverse FDIs as revealed by UNIDO.
This is more of political action due
to economic compulsion. Western
countries are more concerned of
huge market and workforce being
offered by China, India and other
Asian countries that cause business
migration. However, these Asian
countries have accepted these
challenging revolutions as an
opportunity.
UNIDO has been very categorical
to state strategies being adopted
by India & China in the age of
technological disruption are being
watched closely. Earlier three
revolutions had no Governmental
support through its policies, whereas,
instant revolution being termed
as Industry 4.0 has the support of
Govt through its digital policies.
Demonetization, Smart Cities etc
if viewed differently is way forward
towards digital economy.
There has been lot of confusion
created by global experts. Industry
4.0 was projected to improve the
productivity. On the other hand,
Machines were projected to replace
Human. Data Scientists were hyped
to control the business spaces. Later
on experts clarified“The world will always need Human
Brilliance, Human Skill and Human
ingenuity. Machine will supply us
with insights & perspectives we need
to reach to solutions, but, machine
won’t supply judgment or the
ingenuity. People will”. This clarified
the disposition - Data Scientists,
OR, Modelling Scientists & Decision
Scientists.

There exists an extraordinary connection between the economy and
investment results. Business Leaders who ignore the economy set
themselves to fail. Decision makers who understand the economic
stress point fair the best.
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Uncontrollable
Macro economy

Operating segments of
Micro economy (controllable)

Procurement

HR

Uncontrollable
Micro economy

Finance

Machine

Vertical Integration for
Economic Engeneering
across value chain
Supply

Demand

IIoT

Side
Horizontal
Integration

(improved
connectivity)

Side
Horizontal
Integration

Server / ERP
(Business Analysis/
COE)

Fundamental of business which in itself is an economic entity cannot be ignored.

Building Performance Pillar is the essence
One thing for sure. 21st Century
business perspective stands
changed. Mix of technology and
human capabilities cannot be
ignored. European Productivity
Council has been very categorical
to state “Productivity
is an attitude of mind.
It is a mentality of
progress of the constant
improvement of that
which exists. It is
certainty of being able to
do better than yesterday
and continuously. It is
constant adoption of
economic and social life
to changing conditions”.
Machine or the
technology may help in
achieving production
numbers limited to the
machine capacity but
cannot improve overall
productivity of the

resources and the organization.
Total Factor Productivity growth
by region gives a larger picture as
compiled by Deepak Mohan for The
Economist in 2017. This should be the
focal point for our consideration to

improve upon hereinafter. This also
can guide us through our competitive
challenges to find why our prices are
always high!
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Business occupation by international forces can only be challenged through operational efficiencies & costefficiencies improving productivity of all the resources. Businesses have to help themselves improving return
to scale. “Mere adopting tools of AI or the technology will not yield desired results unless supported by robust
performance pillar...” reports PwC in its recent survey report to state “90% of CXOs have no idea of the requirement
of Industry 4.0 and the risks involved therein”.

Close look of the characteristics & modules of the
industry 4.0 clarifies the position:

Smart
Machines

Automation

Modules of
IR 4.0

Connectivity

Analytics
Acceleration
through
exponentical
technology

loT
Economic
Engineering
across Value
Chain

Scaling through complexities

With business becoming more
global and complex, the ability to
translate macroeconomic factors
into implications at micro level of
operation is crucial for being costefficient in VUCA world. Digitization
and tools of AI integrated
organization vertically too. Efficiency
of productivity analysis increases
with availability of data that has now
been ensured. Growth is not limited
through scaling sales revenue alone
integrating organizations with the
market.
Modern theories of firm strategy
integrating various analytics yielded
20 | FTCCI Review | March, 2020

Characteristic
of IR 4.0

Vertica networking
of smart
production
system

Horizontal
networking of
global value chain
network

little to no result. The measures of
Economic Value Addition should
be drilled down the organisation
and calculated at divisional, process
and product level and implemented
at the entry level of managerial
decision making process. Survival
or growth of enterprise depends on
capacity to generate wealth across
value chain. Capgemini in its report
during 2018 has said:”75% of Global
organisations are shifting their
focus from Customer Analytics to
Operational Analytics”.
Businesses cannot flourish in certain
conditions. Disruption and growth is

the biggest organizational dilemma.
Growth is inversely proportionate
to shrinking leadership ability.
Organisation can come out of
exile and shine only in uncertain
conditions and are prepared to meet
the challenges. Moving away from
objective principles of management
through hierarchy of command
and managing the performance to
subjective management for enabling
performance through industrial
democracy, critical thinking,
creativity, innovation and overall
economic value addition is only way
forward.
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Seven Ages of

India’s Monetary Policy
Shaktikanta Das
Governor, Reserve Bank of India

Continued...

2016 onwards: FLEXIBLE INFLATION TARGETING
17. Amid this, a Monetary Policy
Framework Agreement (MPFA) was
signed between the Government
of India and the Reserve Bank on
February 20, 2015. Subsequently,
flexible inflation targeting (FIT)
was formally adopted with the
amendment of the RBI Act in May
2016. The role of the Reserve Bank
in the area of monetary policy has
been restated in the amended Act
as follows:

“the primary objective of monetary
policy is to maintain price stability
while keeping in mind the objective
of growth”.

18. Empowered by this mandate,
the RBI adopted a flexible inflation
targeting (FIT) framework under
which primacy is accorded to the
objective of price stability, defined
numerically by a target of 4 per cent
for consumer price headline inflation
with a tolerance band of +/- 2 per
cent around it, while simultaneously
focusing on growth when inflation is
under control. The relative emphasis
on inflation and growth depends
on the macroeconomic scenario,
inflation and growth outlook, and
signals emerging from incoming
data. Since then RBI has been
conducting monetary policy in
a forward-looking manner and

effectively communicating its
decisions to maintain inflation
around its target and thereby to
support growth. At the same time,
RBI is also fine-tuning its operating
procedures of monetary policy for
effective policy transmission across
the financial markets and thereby
onto the real economy.
As an outcome, inflation has fallen
successively and has averaged
below 4 per cent since 2017-18,
notwithstanding recent up-tick
in inflation driven by food prices,
especially the sharp increase in
vegetable prices ref lecting the
adverse impact of unseasonal rains
and cyclone.

Evolution of monetary policy in line with the changing Theoretical
Developments and International Best Practices
19. The monetary policy framework
in India has also been guided
by developments in theory and
international best practices. For
instance, the collapse of the BrettonWoods system of fixed exchange rates
and high inflation in many advanced
economies during the 1970s provided
the necessary background to the
choice of money supply as a nominal
anchor. Since the late 1980s, however,
experience of many advanced
countries with monetary targeting
framework was not satisfactory
inter alia due to growing disconnect
between monetary aggregates and
goal variables such as inflation. A
similar instability in money demand
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function was also evidenced in the
Indian context in the 1990s which led
to a shift from monetary targeting
to multiple indicators approach in
1998.
20. Since early 1990s, beginning
with New Zealand in 1990, many
advanced and emerging market
economies (EMEs) have switched
to inflation targeting as the preferred
policy framework. India, however,
formally adopted the framework in
2016 which has helped us in terms
of learning from the experiences of
a diverse set of countries over a long
period of time. In fact, the postglobal financial crisis experience
questioned the relevance of narrow

focus on price stability as the sole
objective of monetary policy, which
called for adoption of a flexible
approach to inflation targeting to
achieve macro-financial stability.
In this milieu, financial stability
has emerged as another key
consideration for monetary policy,
though jury is still out as to whether
it should be added as an explicit
objective. It is interesting to note
that the central banking function as
the lender of last resort (LOLR) has
remained intact, notwithstanding
the developments and refinements
in the policy frameworks across
countries, including India.

Evolution of monetary policy in line with the
financial market developments
21. Financial markets play a critical
role in effective transmission of
monetary policy impulses to the rest
of the economy. Monetary policy
transmission involves two stages.
In the first stage, monetary policy
changes are transmitted through the
money market to other markets, i.e.,
the bond market and the bank loan
market. The second stage involves
the propagation of monetary policy
impulses from the financial market
to the real economy - by influencing
spending decisions of individuals
and firms. Within the financial
system, money market is central to
monetary operations conducted by
the central bank.
22. In the case of India, money market
prior to the 1980s was characterised
by paucity of instruments and
lack of depth. Owing to limited
participation, money market liquidity
was highly skewed, characterised by
a few dominant lenders and a large
number of chronic borrowers. In
the presence of ad hoc Treasury Bills
with fixed interest rate under the
system of automatic monetisation,
Treasury Bills could not emerge
as a short-term money market
instrument. Administered interest
rates and captive investor base in
government securities market further
impeded open market operations
as an ineffective instrument of
monetary control. The prevalence
of interest rate regulations along
with restrictions on participation
prohibited the integration of

different market segments which
is a prerequisite for effective
monetary policy transmission. In
this environment, monetary policy
initially relied mainly on credit
planning and selective credit controls
and eventually on monetary targeting
through quantitative instruments.
23. Financial markets reforms since
the early 1990s, therefore, focused
on dismantling various price and
non-price controls in the financial
system to facilitate integration of
financial markets. Reform measures
encompassed removing structural
bottlenecks, introducing new players/
instruments, ensuring free pricing of
financial assets, relaxing quantitative
restrictions,
strengthening
institutions, improving trading,
clearing and settlement practices,
encouraging good market practices
and promoting greater transparency.
These reforms gradually facilitated
the price discovery in financial
markets and interest rate emerged
as a signaling mechanism. This
paved way for introduction of
the Liquidity Adjustment Facility
(LAF) in 2000-01 as a tool for both
liquidity management and also a
signalling device for interest rates in
the overnight money market. Amid
greater integration of domestic
financial markets with global
markets, subsequently, the RBI also
began to recognise the impact of
global developments on domestic
monetary policy. The developments
in financial markets enabled the

Reserve Bank to use market-based
instruments of monetary policy
and utilise the forward-looking
information provided by financial
markets in the conduct of monetary
policy under the multiple indicators
approach.
24. Although various segments of
financial markets had acquired
depth and maturity over time, a key
challenge has been on fuller and
faster transmission of policy rate
changes not only to money market
segments but also to the broader
credit markets. In order to address
these challenges, the Reserve Bank
has been trying different models.
At the same time, the liquidity
management framework was also
fine-tuned since April 2016 with
the objective of maintaining the
operating target close to the policy
rate. Under this framework, the
Reserve Bank assured the market
to meet its durable liquidity
requirements while fine-tuning
its operations to make short-term
liquidity conditions consistent
with the stated policy stance. This
was achieved through a variety of
instruments including fixed and
variable rate repo/reverse repo of
various maturities, the marginal
standing facility (MSF) and outright
open market operations
– complemented at times by the
cash management bills and foreign
exchange swaps.

Challenges in the Current Context
25. One of the major challenges for
central banks is the assessment of
the current economic situation. As
we all know, the precise estimation
of key parameters such as potential
output and output gaps on a real time
basis is a challenging task, although

they are crucial for the conduct of
monetary policy. In recent times,
shifting trend growth in several
economies, global spillover effects
and disconnect between the financial
cycles and business cycles in the face
of supply shocks broadly explain why

monetary policy around the world is
in a state of flux. Nonetheless, a view
has to be taken on the true nature of
the slack in demand and supply-side
shocks to inflation for timely use of
counter cyclical policies.
26. We, in the Reserve Bank,
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therefore, constantly update our
assessment of the economy based
on incoming data and survey
based forward looking information
juxtaposed with model-based
estimates for policy formulation. This
approach helped the Reserve Bank to
use the policy space opened up by the
expected moderation in inflation and
act early, recognizing the imminent
slowdown before it was confirmed by

data subsequently. Monetary policy,
however, has its own limits. Structural
reforms and fiscal measures may
have to be continued and further
activated to provide a durable push
to demand and boost growth. In
my previous talks elsewhere, I have
highlighted certain potential growth
drivers which, through backward
and forward linkages, could give
significant push to growth. Some

of these areas include prioritising
food processing industries, tourism,
e-commerce, start-ups and efforts
to become a part of the global value
chain. The Government is also
focusing on infrastruct ure spending
which will augment growth potential
of the economy. States should also
play an important role by enhancing
capital expenditure which has high
multiplier effect.

due importance to financial stability
since the enactment of the Preamble
to the RBI Act. The regulation and
supervision of banks and non-bank
financial intermediaries has rested
with the Reserve Bank and has kept
pace with the prescribed global
norms over time. More recently,
the focus of financial stability has
not only confined to regulation and
supervision but also extending the
reach of formal financial system
to the unbanked and unserved
population.

28. Apart from financial inclusion,
there is also a focus on promoting
secured, seamless and realtime payments and settlements.
This renewed focus on financial
inclusion and secured payments and
settlements are not only aimed at
promoting the confidence of general
public in the domestic financial
system but also improving the
credibility of monetary policy for
price stability, inclusive growth and
financial stability.

Concluding Remarks
27. Monetary policy frameworks in
India has thus evolved in line with the
developments in theory and country
practices, the changing nature of
the economy and developments in
financial markets. Within the broad
objectives, however, the relative
emphasis on inf lation, growth
and financial stability has varied
across monetary policy regimes.
Although global experience with
financial stability as an added
policy objective is still unsettled, the
Reserve Bank has always been giving

Suez canal Economic Zone: The Investment Hub
6-7 March, 2020 at TOUP Resort Majestic, AI Galala-Egypt

The Embassy of the Arab Republic of Egypt (Commercial Bureau) in New Delhi has informed that the
Egyptian Government is organizing “Suez canal Economic Zone: The Investment Hub”, a landmark
event hosted under the High Patronage and Presence of H.E. Abdelfattah EI Sisi, President of the
Arab Republic of Egypt, during the period 6-7 March, 2020 at TOUP Resort Majestic, AI GalalaEgypt.
The aim of this high-level conference is to promote investment for sustainable and inclusive
economic growth in the Suez Canal Economic Zone (SCZone) and it aims to:
Highlight policies and major characteristics of the comprehensive economic and social reform
program
Facilitate dialogue among government officials, private sector and multilateral development partners
to support inclusive and sustainable economic growth in SCZone
For details, please contact – Mr.Ahmed Ibrahim Aly, Minister Plenipotentiary, Embassy of the Arab
Republic of Egypt, Commercial Office-1/50M, Niti Marg, Chanakyapuri-110021 New Delhi. Tel: +9111-26873818, Fax: +91-11-26885922, Email: newdelhi@ecs.gov.eg
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All About

Dividends & Tax
CA Suresh Babu
CA Sri Harsha

One of the significant issues that
caught everyone’s attention in the
recent budget was the amendment
to Section 115-O of IT Act which deals
with dividend distribution tax (for
brevity ‘DDT’), wherein the effect
of amendment is that the domestic
companies need not pay such DDT
for any amount declared, distributed
or paid by way of dividends post 31st
March 20. In this article, we would
detail the various issues which gets
touched upon as a consequence to
such amendment.

Pre-Budget Position
Taxability:
Prior to amendment, Section 115-O
used to state that any domestic
companies which declare,
distribute or pay any amounts by
way of dividends, the same would
be subjected to an additional tax of
15% (plus surcharge and cess) on the
dividend declared. The said DDT is
in addition to the normal income tax
payable by the company.
Since the company is subjected to
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pay such DDT, the said dividend
was exempted in the hands of share
holdersby virtue of Section 10(34) of IT
Act. However, the said exemption is not
provided for certain dividends which
are regulated by Section 115BBDA with
effect from 01.04.17. Vide said section,
a ‘specified assessee’is subjected to an
additional tax of 10% (plus surcharge
and cess) on dividend income which
is received exceeding Rs 10 lakhs.
The definition of ‘specified assessee’
excludes a domestic company or fund
or institution or other similar kinds
referred in certain sub-clauses of
Section 10(23C) or trust registered
under Section 12A and 12AA.
Hence, individual shareholders who
are in receipt of dividends exceeding
Rs 10 lakhs (whether from one or more
domestic companies) in a year, were
subjected to an additional tax at the
rate of 10% (plus surcharge and cess)
apart from the company paying the
DDT.

Post Budget Position-Taxability:

As discussed earlier, the budget has
amended Section 115-O to state that
the domestic company is not obliged
to pay DDT for the dividends declared
post 31st March 20. Since the domestic
company is not under obligation to
pay such DDT, the exemption in the
hands of shareholder or additional
tax paid by specified assessee is also
amended.
Hence, the position for the dividends
declared post 31st March 20 would
be that they will be taxable in the
hands of shareholders with the
omission of tax at company’s level.
The shareholders would be required
to pay tax at rates applicable (based
on their total income) plus surcharge
and cess. Since the entire dividend is
taxable in the hands of shareholder, the
significance of Section 115BBDA is lost
and accordingly the said section is also
proposed to be omitted for dividends
declared post 31st March 20.

Tax Deduction at Source:
Prior to the budget, since the DDT
was paid at company’s level and
exempted in the hands of shareholder
(except in the case of specified
assessee), there was no withholding
obligation under Section 194 for
payments of dividend which are in
the nature mentioned vide Section
115-O made to Indian shareholders.
Further, the dividends paid to nonresident not being a company or
foreign company, the dividends are
not subjected to any withholding
obligation. Section 195 which deals
with withholding obligations for
payments made to non-resident
not being a company or foreign

company also excludes dividends
in the nature of Section 115-O from
such withholding requirements.
However, post budget the current
situation will be subjected to change.
The amendment in Section 194 states
that the domestic company liable
to pay dividend to resident Indian
shareholder is liable to deduct tax at
rate of 10% if the pay-out is more than
INR 5,000. Further, the domestic
company paying dividends to nonresident shareholders or foreign
company would now be subjected to
withholding obligations qua Section
195. The rate of withholding from the
perspective of domestic law would be
20% in terms of provisions of Section
115A, since the reference to the
dividends in nature of Section 115-O
is omitted. However, the shareholder
resident outside India can take the
beneficial rate, if provided in DTAA
subject to other conditions specified
therein.

Inter-Corporate
Dividends:
Prior to budget, Section 115-O used
to provide provisions for dealing
with cascading effect of taxes.
The said section provides that the
domestic company will be allowed to
reduce the dividends received from
subsidiary domestic company, if
the subsidiary domestic company
has paid DDT when it declared
such dividends. In case of foreign
subsidiary company, the dividend
is allowed to be reduced, if the
holding company has paid tax on
such dividend under Section 115BBD
on such dividend. This is required
because, in absence of this, the tax
would have been paid twice on the
same dividend.
Post budget, since dividends
distributed are excluded from
taxability under Section 115-O, a
new section has been proposed
in terms of Section 80M, wherein
it states that a company receiving
dividend from another domestic

company, the dividend received
by the first mentioned company
shall be excluded from the gross
total income if such first company
declares divided on or before the
due date for filing the return. This is
required because, in absence of this,
the dividends declared by company
B and received by company A would
be subjected to tax in the hands of
company A and when company A
further declares dividend, the same
would be subjected to tax again in
the hands of shareholder. Section
80M ensures that such dividend
would not be subjected to tax
twice and accordingly states that
dividends would not be included
in company A, if such company A
further declares dividend before
filing of the return.
However, the amendment did not
cover instances where the dividend
is declared by foreign company and
received by company A (in example
supra) and further distributed to
shareholders of company A. Hence,
to this extent the company A would
have to pay dividend under Section
115BBD and shareholders receiving,
will have to pay again. An amendment
to remove this anomaly is need of
the hour in order to avoid double
tax on the same dividend assuming
the same is declared prior to filing
of the return. The new Section
80M, however, removed the earlier
restriction of exclusion of dividends
received from subsidiary alone and
extended to any domestic company.
Further, the company receiving
dividend from another company,
which was earlier exempted under
the provisions of Section 10(34)
and not required to be added in the
total income and accordingly not
subjected to payment of minimum
alternative tax (for brevity ‘MAT’),
will be subjected to MAT now.

Deduction of Expenses:
Prior to budget, since the
dividendsare exempted in the hands

of shareholders and such income
not being included in total income,
any claim of expenditure relating
to earning of such income was not
allowed by tax authorities virtue of
provisions of Section 14A. The said
section states that no expenditure
would be allowed in relation to such
income which does not form part of
total income. Basis such provisions,
the tax authorities used to contend
that any expenditure (majorly
interest which is paid for raising
funds to purchase shares of other
company) will not be allowed to be
claimed since such expenditure is
in relation to the dividend (exempt
income). The contention of the
taxpayer that the shares of the other
company were purchased with an
intention to gain/retain control and
since the dominant intention is not
to earn dividend (exempt income)
but to gain/retain control, such
interest paid shall not be treated
as expenditure in relation to earn
dividend (exempt income). Another
contention which was put forward
by taxpayer is that the interest paid
is to buy the shares and sell them,
whenever there is a profit and not
with an intention to earn dividend
and hence the expenditure of interest
should be allowed since the activity
of the taxpayer is business and not
investments. As long as the activity
is the trading of shares and not an
investment, the provisions of Section
14A should not be applicable was
strongly contested by the taxpayer.
The Honourable Supreme Court had
occasion to deal with the above two
contentions put forth by taxpayers
in the matter of Maxopp Investment
Limited vs Commissioner of Income
Tax, New Delhi and Principal
Commissioner of Income Tax -I vs
DB Corp Limited , wherein it was
held that the theory of dominant
nature does not stand the test of
Section 14A and accordingly held
that interest expenditure incurred
for acquiring shares for gaining/
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retaining control is not allowable
as expenditure. The reason quoted
by the Honourable Court is that, the
taxpayer is aware at the time of the
investment that he may generate
dividend and, in such case, the entire
dividend will be earned by taxpayer
alone, which is not the case when the
shares are held as trade.
However, as far as the contention
that the shares are purchased for
trading and not as investments,
the Honourable Supreme Court in
the same matter held that, interest
expenditure incurred for acquiring
shares for the purposes of trading
is allowable and the provisions of
Section 14A would not be applicable
despite the fact that the such holding
of shares for trading purposes would
yield certain dividend (exempt
income) incidentally. This is because
the taxpayer would not know at the
time of investment whether such
shares would yield him dividend or
not, since the main purpose being to
liquidate shares when the price goes
up. Post budget, the entire issue of
applicability of Section 14A would
not arise, since the dividend is no
longer exempted in the hands of
shareholder. Hence, it appears that
the expenditure incurred in relation
to earning such dividend income
gets completely allowed. However,
that would have been the case, if
there was no amendment to Section
57. The said amendment states that
there shall be no deduction against
dividend income except interest,
with a maximum cap of 20% of such
dividend income.
With the above amendment in
place the situation would be those
taxpayers who would be purchasing
shares of other company for gain/
retain of control and earn dividend
income incidentally and claim full
interest, the tax authorities would
place reliance on Honourable
Supreme Court judgement in the
matter of Maxopp Investment
Limited (supra) and reject that
28 | FTCCI Review | March, 2020

the intention of acquisition is not
relevant and accordingly try to
restrict the interest expenditure
to the extent of 20% of dividend
income. However, those taxpayers
who continue to hold shares with
an intention to trade and not for the
purposes of investment can claim
entire deduction of interestunder
Section 36(1)(iii), since such dividend
will be taxable under the head
profits and gains from business or
profession.

Dividend vs Buy-Back:
The company would be having
multiple ways to remunerate the
shareholders. The dividend method
is sorted as there would not be any
reduction in the share capital as
compared to other ways namely
buy-back and others.However, the
company can choose a tax efficient
model to remunerate its shareholders.
Hence, it is required that a closely
held company do the tax impact in
possible methods namely, dividend
pay-out or buy-back, and choose
to implement such method which
entails low tax outflow (at both
company and shareholderslevel).
However, there might be a potential
litigation from the tax authorities
by invoking provisions of General
Anti-Avoidance Rule (for brevity
‘GAAR’).
The provisions of GAAR gives power
to tax authorities to declare an
arrangement to be an impermissible
avoidance arrangement if the
main purpose of the arrangement
its to obtain tax benefit and such
arrangement lacks commercial
substance. The applicability of GAAR
would trigger if the tax benefit is
more than INR 3 Crore. Hence, the
tax authorities might test the buyback arrangement over the dividend
pay-out, if the tax benefit in buy-back
option is more than INR 3 Crore.
However, the taxpayer can
substantiate the existence of
commercial substance and prove

that the arrangement of buy-back is
not to mainly obtain the tax benefit
and accordingly be out of the ambit
of GAAR. The said view also garners
support from the Example 12 of
Expert Committee Report on GAAR,
where it was stated that, whether to
pay dividend to its shareholder, or
buy back its shares or issue bonus
shares out of accumulated reserves
is a business choice of a company
and further at which point of time
a company makes such a choice
is its strategic policy decision and
such decisions cannot be question
under GAAR. However, such a
suggestion is not considered by the
Government when it has released
the Circular dealing with FAQs.
Hence, the implementation of the
arrangement may be questioned by
the tax authorities.
This could be a potential issue going
forward, because of the tax impact
the dividends method may result
inwhen compared with the buy-back
method. In buy-back method, the
company has to pay tax at rate of 20%
on distributed income and the said
income is exempted in the hands of
shareholder. Whereas in the case of
dividend, the same is not taxable
at the company level and taxable
in the hands of shareholder at the
applicable rates, current highest
being more than 40%. Hence, on
a collective basis, the tax outflow
would be higher in dividend method
declared post 31st March 20. This
makes the company to opt for buyback method rather than dividend
method, if the company is fine with
alteration in the share capital. Hence,
the potential test under GAAR is
going to come in near future.

Conclusion
The above are certain aspects which
we wanted to discuss in this piece.
Undoubtedly, there would be many more
issues which requires a re-look and reconsideration. Any further thoughts on this
can be shared with us at suresh@sbsandco.
com and harsha@sbsandco.com

Power politics

Misplaced priorities
The average household tariff across many states in
India is significantly lower than the tariff applicable
for commercial entities (IEA Report, INDIA)

Sapan Thapar
Associate Professor,
TERI School of Advanced Studies

I

n recent months, it has been observed that populist measures
influence political patronage. Subsidizing household electricity
is one such measure, which has been appreciated by citizens of
Delhi. However, if analyzed in detail, it presents a case of misplaced
subsidies. The average household tariff across many states in India is
significantly lower than the tariff applicable for commercial entities
(IEA Report, INDIA). In case of Delhi, energy charges for households
lie in a range of INR 3.00-4.50 per kWh (for consumption upto 400
units), which is nearly half the tariff rates applicable for non-domestic
consumers (INR 6.00-8.50 per kWh). The latter further pay five times
higher fixed charges (contract demand) over their domestic counterparts,
reflecting a kind of cross subsidization of domestic consumers. In
this era of global value chains and free-trade agreements, business
establishments operating from India become uncompetitive in the
open market. In contrast, several countries have been supplying energy
at competitive tariffs to enhance the competitiveness of their business
establishments. In the United States, households (US $0.13 per kWh)
pay double the industrial tariff (0.07 per kWh), with similar ratios seen
in case of Germany too; €0.31 per kWh for domestic consumers and
€0.19 per kWh for non-domestic consumers.
The other aspect is the quantum of free power. Two hundred units
(kWh) of free power per month, as available in Delhi, is equivalent
to 6.5 units per day. Taking into consideration the type and usage of
appliances in a typical urban household (refrigerators, lighting systems,
televisiosets, geysers, mobile chargers and a few kitchen appliances), the
daily consumption during winter months would be about than 4 units,
which may influence consumer behavior towards overuse. The behavior
may become all the more imprudent with doubling of threshold subsidy
limit to 400 units. A related aspect is eligibility of affluent households
to claim subsidy due to nuclear family size and a higher penetration of
star labeled efficient appliances.
The subsidy budget can be remodeled to make it more effective.
A part of it can be used to rationalize the tariff for non-domestic
consumers, bringing it near the actual cost of utility’s procurement.
Lower electricity expenses for business establishments would enhance
their competitiveness, leading to faster economic growth, with co-benefits
of employment generation. Within the household sector, target groups
for subsidized power can be identified based on income levels, using
income tax statements, or, circle rates of dwelling areas. Energy coupons,
with facility to procure energy in any format, can be distributed using

direct benefit transfer among lowincome families towards making
energy access affordable. Awareness
similar to ‘Give-it-up’ LPG scheme can
motivate people to pay for the real cost
of power. Pre-paid smart meters, with
digital display facilities, can further
influence consumer behavior. These
measures can be incorporated in the
existing subsidy schemes to enhance
their effectiveness.
Source: https://energy.economictimes.
indiatimes.com published
on 20th February, 2020
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FTCCI Memorandum to FM
(FTCCI Office Bearers, Expert Committee Chairmen and experts
participated in the Interactive Session on “JAN JAN KA BUDGET
2020-21” held on 16th February, 2020 at Hyderabad and submitted a
detailed Memorandum on GST and Direct Taxes issues)

Memorandum on GST
I - Policy issues:
i.Interest on gross or net: It was proposed in the
CGST Amendment Bill, 2018 to charge interest on
the net amount of liability in respect of amounts
declared in the return filed after due date. However,
the said provision is not notified yet and there
is ambiguity regarding its applicability being
prospective or retrospective.
ii.Issue of notices by both State and Central
officers: There is cross-empowerment of the GST
Officers as per section 6(1) of the CGST Act with
similar provisions existing under the other GST
Acts as well. Further, on reading section 6(2) of
the CGST Act, it becomes evident that with respect
to the matters where no proceeding is initiated,
either the State or the Central officer is authorised
to initiate proceedings. This causes hardship to
the taxpayer who is subjected to enquiry, notice,
etc. from both the State and the Central officers
leading to increase in time and cost for the purposes
of compliance.
iii.Refund of GST taxes on capital goods and/or
input services:
a. Presently, refund of taxes paid on capital goods is
not allowed in case of export of goods/services made
without payment of tax.
b. Also, refund of taxes paid input services and capital
goods is not allowed in case inverted duty structure
refund.
The above leads to increase in cost in the hands of
the exporter who becomes less competitive.
iv. Restriction on making export with payment of tax:
For an exporter procuring even a fraction of the
raw material, consumable, etc. without paying the
import duties by availing the exemptions available
under advance authorisation scheme or as available
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to Export Oriented Units, the option of exporting
with payment of tax is not eligible leading to credits
being accumulated, thereby increasing cost for the
exporter. A suitable relaxation can be given in such
cases wherein, up to a certain threshold of exempted
imports the said restriction will not apply.
v. Reversal of credit in the hands of the recipient: In case
of supplier not remitting taxes to the Government, the
recipient is not eligible for the credit (either partly or
fully). This requirement exists even in bonafide cases
which has led to anger and resentment among the
trade and industry. A better approach would be to get
information from the recipient and act against the
non-compliant suppliers which would increase trust
and compliance amongst the bonafide assessees.

II- Policy interventions in AntiProfiteering provisions and those
relating to Advance Rulings
Anti Profiteering:
Objective was to check unfair profit making by businesses
pursuant to reduction in tax rate or availability of higher
input tax credit. Any such reduction or higher tax credit
to be passed on to the consumer by way of reduction
in prices. National Anti Profiteering Authority was
established. Authority could enforce: reduction in prices;
return of benefit with interest; penalty; cancellation of
registration
Significant rulings have been handed over in the matter
of M/s Hindusthan Lever Ltd., M/s Abott Health Care
Pvt Ltd., M/s Jubilant Food Works Ltd; M/s Life Style
International Pvt Ltd;
Based on the emerging principles in these decisions
there are certain conflicting positions that require
to be addressed:
(i) Whether additional grammage / Quantity could be

allowed in lieu of price reduction;
(ii) Whether the attenuating circumstances arising
out of non GST legislation ( other commercial
considerations) on end price will have to be taken
into consideration or not ?
(iii) How should profiteering impact be arrived at based
on pre-discount price or post- discount price? Should
discounts allowed be taken into account ?
(iv) Where there is no change in MRP by the manufacturer
whether the distributor/ retailer could be hauled up
for anti profiteering
(v) Time period to test profiteering and period over
which the benefit if so derived should be passed
on
Urgent need to put in place an appellate mechanism to
bring uniformity in Rulings
Advance Rulings:
1. Position emerging out of the Columbia Asia Hospitals
Pvt Ltd (AAAR Karnataka) should be urgently
clarified as to the circumstances wherein employee
costs are required to be apportioned as between
branch offices of the same entity
2. What constitutes export of services after Veserv
global AAAR of Maharashtra? This requires clarity in
the context of “intermediary” with examples on the
same lines as per circular for IT and ITeS issued
3. The scope of AAR should be widened and the
National Authority (NAAAR) to reconcile conflicting
Advance Rulings should be extended to any apparent
conflict in AAR not necessarily arising out the same
registered dealer.

III- General Issues:
Rule 36 (4) of CGST Rules 2017- reversal of ITC
FTCCI takes immense pleasure in thanking the
Government for taking major steps in addressing the
concerns of the industry and trade, especially with
respect to GST. Even in these testing times for the
economy we have seen that the Government has been
trying to simplify the law and procedures, at the same
time trying to ensure that there is no compromise in
addressing the issues relating to the non-compliant,
parallel economy, etc.
1.2 The steps taken towards introducing the new and
simplified returns and e-invoicing are indeed bold
steps towards a transparent and fair system. However,
there are certain provisions under GST, especially
the newly introduced rule 36(4) of the CGST Rules,
2017, in respect of which the trade and industry is
facing difficulties, leading to anger and loss of faith

in the taxation system.
1.3 In this regard, we would like to make a few suggestions
by which the Government will be able to fulfil its
object for introduction of the said provision and the
same can be achieved by partnering with the honest
taxpayers.
2. Objective of the introduction of the provision
– Rule 36(4)
2.1 It is understood that the primary need for introduction
of this provision, that restricts credit relating to the
invoices not uploaded by the supplier to the extent of
10% of the eligible credit appearing in the recipients’
Form GSTR 2A, is to ensure that:
a. The claim of input tax credit (ITC) by the recipient
is not made without the receipt of taxes by the
Government,
b. Refunds are not sanctioned of taxes that have
never been received by the Government, etc.
2.2.It is further understood that by requiring the
supplier to upload the details of the supplies made,
the department would be able to easily identify
the quantum of taxes not paid by the supplier just
by reconciling the differences between the figures
mentioned in Form GSTR-1 and Form GSTR-3B of
such supplier.
2.3 Also, the added advantage of the above would be
that the trade and industry will be able to identify
the dishonest or absconding suppliers which will, to
some extent, help in eradicating the parallel economy.
This, in the coming years will help in easing the
burden of taxes on the honest taxpayers, who are
presently bearing the burden of the non-compliance
by a section of people.
3. Issues
3.1 Though the said provision has the above-mentioned
advantages, the first and the most glaring issue is
that the honest taxpayers are treated at par with
the dis-honest ones and being burdened with the
requirement of reversing the credit that has been
availed bonafide.
3.2This, we have seen, has led to anger and resistance
from the honest taxpayers, including the risk of loss
of faith amongst them in the GST system which
seems to be burdening them with more and more
requirements and restrictions in order to enable the
Government to safeguard its revenue.
4. Suggestion
4.1 The Government should try and partner with the
honest taxpayers in order to achieve its objective,
wherever possible. This is for the reason that the
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honest taxpayer is also very much interested in
escalating the non-compliant, in as much as his
interests are safeguarded. However, it is important
for the Government also to understand that he has
two sides to balance. One is the business relation with
his suppliers, which he cannot forego as it could be a
risk to the very existence of his business. The other
is the Revenues’ interest, which will enable a better
India leading to a better life for him.
4.2 Hence, the Government should, instead of requiring
the recipients to reverse the credit relating to the
invoices that are not uploaded by the suppliers, insist
that the recipient provide detailed information of
such supplies to the department, which would be
acted upon by them by following up with the noncompliant suppliers.
4.3 By this what we expect is that, as against the present
resistance by the trade and industry to comply with
this provision, we could see a huge change whereby
the recipient would be more than willing to comply
with the new requirements. However, unless there
is a provision in the law and a mandate from the
department (backed up by this provision), the honest
taxpayer will not be able to give away the information
as he has to balance the two sides as mentioned in
para 4.1 above.
4.4 Further a provision and a mandate will also instill
faith in the honest taxpayers that the information
provided by them would be used to punish the noncompliant and not to punish the honest supplier by
requiring him to reverse the bonafide credit.
4.4Also, the cases where the information is not
forthcoming from the recipients, could be separately
investigated considering them to be high risk cases
where there could be possibility of bogus billing, bill
trading, etc.
4.5. We further understand that the new form of returns
under GST, which would be implemented from 1st
Apr 2020, is on the lines of the above
suggestion. However, for the period
prior to this, there is a need for a
provision/mandate for the recipient
to provide the information relating
to the supplies not uploaded by the
suppliers.
We have always seen that under
GST the Government has been
proactive in taking suggestions and
feedback from the trade, industry
and professionals and have also
acted upon the same to ensure that
relief is given and at the same time
ensure that it does not compromise
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the interest of the Revenue. In a similar way we have
put forth our suggestions above which will protect
the interest of both the honest taxpayers and the
Revenue, added with a creation of an environment
of trust and faith between them.
IV - GSTN:
The GSTN Project was to be the back bone for a
seamless check on credit availment and also audit/risk
management via the back end process.
Both the objectives are partially served and there are a fair
share of systemic problems that are yet to be addressed.
It is true that frequent changes over the last two years
in the specs have in no less measure added to the strain
on systems development in the case of GSTN.
Therefore some “out of box” thinking is required to
sub-serve two objectives in the interim period so as to
in-still confidence in the GST system as a whole and to
graduate towards the ultimate goal of a unified process
of filing and audit etc
One suggestion could be to immediately decentralise
the process with regard to CGST and SGST requirements
under the reporting requirements to remain at the State
level and put in place a bridge for interstate transactions
and exports etc.
This would give time to breathe at the State level for
concerted efforts to secure compliance.
Secondly where the system does not lend itself readily
to the changes effected and to be effected till it attains
criticality there should be no hesitation to use paper
filing and assessment with the objective to dispense
with the same as the system gains strength and stability.
A classic example would be from the EDIS system
in Customs where print outs at various intermittent
levels were possible to adopt manual corrections and
feedback.

Memorandum on Direct Taxes
1. We are of firm opinion that Laws should be simpler,
easy to understand so that compliance is easy.
2. Today if country is facing slow down and lower
growth with reduced investment- one reason is
business people are burdened with compliance
under various Laws like GST, Income Tax, Companies
Act, Listing Agreement, SEBI Rules etc Particularly
in case of MSME a lot of time is consumed in
compliance which if reduced can very well be used
for productive work.
3.The proposed direct taxes “Vivad se Vishwas Bill
2020” is good for releasing substantial amount
that has been blocked in litigation. This will help
in generating the much needed revenue for the
government and free the judiciary from avoidable

litigation.
However the time period given to file the application,
scrutinize and submit the various documents is - till
31st March, 2020 - seems to be insufficient.
In order to get the desired results it is suggested that
the time limit be extended to 30th June, 2020 without
imposing penalty.
4. It is an appreciated move that Government of India
responded to the much needed demand of the
industry to decriminalise some of the provisions of
the Company’s Act. Similarly the government can
think of decriminalising other Tax Laws except in
case of frauds, etc.
This is needed to build confidence in the business
community and lessen the trust gap.

Meeting with Piyush Goyal

Hon’ble Minister for Commerce and Industry

during

the BioAsia 2020 CEO Conclave

Mr. Karunendra Jasti, President, FTCCI met Mr. Piyush Goyal Hon’ble Minister for Commerce and Industry, Government
of India during the BioAsia 2020 CEO Conclave held at Novotel, Hyderabad and extended an invitation to the Hon’ble
Minister to visit Federation House and address its members. FTCCI President, CEO and a few members attended
the BioAsia 2020 CEO Conclave which was chaired by Union Minister Piyush Goyal and moderated by Telangana IT
Minister KT Rama Rao.
During the session, Mr. Goyal highlighted that the goal of USD 5 trillion economy needs to have the happiness of
the people at its core. Indian pharma and biotech industry is expected to grow to $100 billion from the current size of
about $40 billion, growing at 10 per cent CAGR by 2025. Mr. Goyal mentioned that the speed in which India is offering
intellectual property protection has significantly been ramped up and Government is looking at ways and means to
ensure that the applications gets cleared faster than anywhere else in the world. The Union Minister further urged the
states to work together with the Centre for timely resolving the issues faced by the entrepreneurs.
Speaking about price controls in India, Minister reiterated that Price control has worked immensely in India and
looking at two of the medical devices, knee implants and heart stents, the volume of operations have grown drastically.
People in India can now afford the procedure. Price controls are needed in an emerging economy, an economy which
is trying to take healthcare to the vast masses, who were earlier remaining untreated. .
Minister also presented the prestigious Genome Valley Excellence award to Novartis CEO Vasant Narasimhan et the
occasion.
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Glimpses of FTCCI Events

Announcement of FTCCI
Excellence Awards 2019.
Lauch of Awards Brochure
by FTCCI Officials.
6th February, 2020 at FTCCI

Sri Karunendra S Jasti,
President, FTCCI addressing
the participants at the
Inaugural Session of EXIM
Course.
2nd cohort of EXIM Course
8th February, 2020 at FTCCI

FTCCI delegates with Sri Somesh Kumar,
Chief Secretary, Government of Telangana

FTCCI submits modalities
for VAT Amnesty Scheme.
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Dr. Sangita Reddy, President,
Federation of Indian Chambers
of Commerce & Industry (FICCI)
addressing at the inaugural session.
28th February, 2020 at FTCCI

Sri Ramakanth Inani,
Sr Vice President,
FTCCI addressing
the seminar.
27th February, 2020
at FTCCI

Convocation ceremony held at GMR for the two days Certificate Course in Basic Air Cargo on
29th February, 2020 organized by the Federation of Telangana Chambers of Commerce and Industry,
GMR Hyderabad Air Cargo and Air Cargo Forum India
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FTCCI
in
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Media
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Meeting with Sri Dinesh Singh, Hon’ble Union Minister for Commerce held on
28.08.1989. Sri Satyanarayana Gupta, Vice President garlanding Sri Dinesh Singh

Reminisces....

100 years of Glorious Journey of FTCCI
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