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D e a r  P r o f e s s i o n a l 
Colleagues,

I am delighted and please to connect with you 
again and bring forward September 2023 issue 
of the Newsletter on the theme of Successful 
Chandrayaan 3 Mission, a testament to the 
brilliance, dedication, and hard work of the  
entire ISRO team. Moments like these remind us 
of the power of innovation, collaboration, and 
the pursuit of knowledge. Let us take inspiration  
from this historic achievement as we continue 
our own professional journeys. Just as the 
scientists and engineers at ISRO faced setbacks 
a n d  c h a l l e n g e s  w i t h  r e s i l i e n c e  a n d 
determination, let us approach our challenges 
with the same spirit. 

August and September are the months which 
outset festivities. While we just celebrated 
Raksha Bandhan and Onam, we are going to 
celebrate Ganesh Chaturthi and Paryushana in 
the coming days too!

August was a month of euphoric activity at 
branch as we celebrated 15th August with the 
first ever play on Mere Sapna Ka Bharat, 
India@2047 directed by CA Aaditya Trivedi and 
Assistant Director Anuj Purani. The captivating 
storyline, etched characters, and impeccable 
performances left the audience spellbound, 
highlighting talents beyond balance sheets. 
Resounding applause and a standing ovation at 
Shantinath Hall reflected the play's remarkable 
reception. The flag was hoisted by Chief Guest 
Smt. Dr. Neerja Gupta, Vice Chancellor of 
Gujarat University, and Guest of Honor Shri 

Ajay Umat, Group Editor of Ahmedabad 
Mirror and Navgujarat Samay.We also had done 
cleanliness drive with Nepra Foundation in the 
morning. For the First time, two different 
programs for Members in Industry were 
organised which was a great hit. A Seminar on 
Digital Transformation: Shaping the Future 
delivered by Dr. V S Parthasarathy and Cyber 
Security in the age of AI & Metaverse delivered 
by Mr. Vijay Mandora, ECS and a one Day 
Training Program on Leadership & Strategic 
Thinking Skills delivered by Mr. Anurag Mehta, 
Ahmedabad which provided a wealth of 
information and meaningful discussions along 
with networking opportunities and fostering 
connections. Another mega event was Chhatra 
Sansad ,Youth Parliament 5th Edition for our 
students for inaugurated by Honorable Chief 
Minister Shri. Bhupendrabhai Patel and Shri. 
Kiran Bedi, PPMG, PNBB, Former Lieutenant 
Governor of Puducherry which gave an excellent 
start to the two days event. We were also glad to 
have a very powerful talk show by Dr Kiran Bedi 
for CA Members & Students. Her inspirational  
talk and presence left audience in awe and 
memories for life. Meeting various dignitaries 
was the icing on the cake for this month- Smt 
Smriti Irani, Ministry of Minority Affairs & 
Ministry of Women and Child Development at 
Ahmedabad Airport to meet n greet her for G20 
EMPOWER Summit at Gandhinagar, Shri 
S a n d e e p  Ku m a r,  I A S ,  D e v e l o p m e n t 
Commissioner, Panchayat Department, Gujarat 
to discuss measures to improve accounting in 
Rural Local Bodies, Ms. Manisha Chandra, IAS, 
C o m m i s s i o n e r  &  S e c r e t a r y  ( R u r a l 
Development), Gujarat on 31st July, 2023 to 
discuss measures to improve accounting in Rural 
Local Bodies in Gujarat along with CCM,ICAI,Shri 
Temjen Imna Along, Higher Education and 
Tribal Affairs Minister of Nagaland, Shri Mukesh 
Rathore, Jt. Comissioner Central Excise & CGST, 
Ahmedabad North and were also glad to 
welcome all government nominees of ICAI for 
ICAI Vision Confluences 2047.

Another Major Milestone was Exchange of 
MOU between Ahmedabad Branch of WIRC 
OF ICAI and RUSA ,State Nodal Office, KCG for 
trained faculty support for their vocational 
course on Certificate in Advanced Accounting 
and Taxation for undergraduates and graduates 
of the 40 Government Commerce Colleges and 
170 Commerce Grants in aid colleges of the 
Gujarat State along with placement support. 

Chairperson’s Message
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The duration of the course is 120 hours and 
consists of basic and advanced topics along with 
practical training on Income Tax, GST, Tally, MS 
O ffi c e ,  P r o j e c t  R e p o r t ,  S to c k  M a r ke t , 
Information Technology and other skills for 
improving employability in today's competitive 
world. 

Other Past Events were as under:-

1. Seminar on Business Valuation Case Study by 
applying all 3 approaches of Valuation.

2. Interplay of Section 44AB and Section 44AD / 
ADA including intricacies & complexities of 
Section 44 AD/ ADA.

3. One Day Unique Conference on M&A with 
participation of 100+ from Industry and 
practice.

4. Two Days National Conference on MSME & 
Start up with participation of 200+ members.

5. Financial & Tax Literacy Drive at Govt. 
Polytechnic Ahmedabad College for 200 
Students.

6.  Session on SEBI  LODR (SEBI  List ing 
Obligations and Disclosure Requirements) by 
CA Padmashree Crasto, Mumbai. 

7. Rakhi Making, Thali Decoration and Fireless 
Sweets & Desert Making Competition.

8. A Seminar on Embracing Technology: The key 
to future-proofing your CA practice in AI era.

9. Third Women RRC at Udaipur for 2 nights and 
th

3 days on 25-26-27  August,2023

10. Tree Plantation Drive  

11. Campus Placement Orientation for New CA 
Members.

The month of September promises to be a very 
enriching month with lots of sessions and 
activities planned.

th st nd rd1. 10  GST RRC on 1 , 2  and 3  September, 
Pune 2023.

th2. One Day Seminar on Income Tax on 9  
September,2023

t h
3. I n d o o r  S p o r t s  M e e t  o n  1 0  

September,2023 
th

4. One Day Conference on IBC on 16  
Sept,2023

5. Virtual Session on Learning Gita for 
Professionals.

I request all members to follow ICAI Ahmedabad 
on all SM platforms and Mobile application (ICAI 
Ahmedabad) for more updates.

With Best Regards,
CA Dr Anjali Choksi
Chairperson
Ahmedabad Branch of WIRC of ICAI.
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Dear Esteemed Readers,

Greetings!

As we step into the month of September, the air is 
abuzz with excitement and pride as we delve into a 
theme that encapsulates the very essence of 
determination, innovation, and achievement. The 
September edition of our newsletter is dedicated to 
none other than the monumental success of Team 
ISRO and their remarkable mission, Chandrayaan 3.

The story of Chandrayaan 3 is one that resonates 
deeply with our spirit as professionals. It is a 
testament to the power of relentless pursuit, 
unyielding dedication, and unwavering focus on a 
goal. The successful mission not only rekindles our 
national pride but also serves as an inspiration for all 
of us to reach for the stars in our own endeavors.

In the dynamic landscape of the accounting world, 

much like the realm of space exploration, challenges 
are aplenty. Yet, it is the attitude with which we 
approach these challenges that truly defines our 
journey. Chandrayaan 3's triumph is a reminder that 
setbacks are merely stepping stones towards a 
brighter future, and each obstacle conquered 
propels us closer to our aspirations.

As professionals affiliated with the Ahmedabad 
Branch of WIRC of ICAI, we understand the 
significance of pushing boundaries, striving for 
excellence, and continuously expanding our 
horizons. Just as the scientists and engineers at ISRO 
exhibit remarkable teamwork, collaboration, and 
innovation, we too have the privilege of fostering a 
community where knowledge-sharing, mentorship, 
and growth flourish.

This edition of our newsletter aims to celebrate not 
only the remarkable achievement of Chandrayaan 3 
but also the indomitable spirit that drives us 
forward. As we flip through the pages, let us be 
reminded that our potential knows no bounds and 
that the journey of discovery and growth is a 
continuous one.

I extend my heartfelt gratitude to all those who have 
contributed their time, effort, and expertise in 
bringing this newsletter to life. Your dedication 
mirrors that of the incredible minds behind 
Chandrayaan 3, and together, we illuminate the path 
of progress.

May this edition inspire you to reach for the stars in 
your professional and personal pursuits, and may 
the story of Chandrayaan 3 serve as a beacon of hope 
and possibility.

Warm regards,

CA Neerav Agarwal
Chairperson, Newsletter Committee
Ahmedabad Branch, WIRC of ICAI

Editorial
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Compliance Calendar September-2023

Contributed by: 
CA. Niket Rasania GST Compliance Due Dates :-
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Income Tax Compliance Due Dates :-
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income is October 31, 2023)
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Other Compliances Due Dates: -
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RBI Updates

Date of issue: 25.07.2023
Master directions/ Master circulars/ 
notifications No.: RBI/2023-24/51
DOR.CRE.REC.No.27/07.10.002/2023-24
Applicability: All Primary (Urban) Co-operative 
Banks
Brief understanding: Master Circular - 
Management of Advances – UCBs: Primary 
(Urban) Cooperative Banks (UCBs) are expected 
to lay down, with the approval of their boards, 
transparent policies and guidelines for credit 
dispensation, in respect of each broad category 
of economic activity, keeping in view the credit 
exposure norms and various other guidelines 
issued by the Reserve Bank of India from time to 
time.
In order to ensure that the loan policy of the 
bank reflects approved internal risk appetite 
and remains in alignment with the extant 
regulations, it shall be reviewed by the Board at 
least once in a financial year.

Date of issue: 10.08.2023
Master directions/ Master circulars/ 
notifications No.: RBI/2023-24/52
DOR.RET.REC.29/12.01.001/2023-24
Applicability: all Scheduled Commercial Banks / 

R e g i o n a l  R u r a l  B a n k s  /
All Scheduled Primary (Urban) Co-operative 
Banks / All Scheduled State Co-operative Banks
Brief understanding:  Reserve Bank of India 
Act, 1934 - Section 42(1A) - Requirement for 
maintaining additional CRR:
with effect from the fortnight beginning August 
12, 2023:
I. an additional average daily balance over 
and above the average daily balance required to 
be maintained under sub-section (1) of Section 
42; and
that the amount of such additional average daily 
balance shall not be less than 10 per cent of the 
increase in net demand and time liabilities 
between May 19, 2023 and July 28, 2023.

Date of issue: 18.08.2023
Master directions/ Master circulars/ 
notifications No.: RBI/2023-24/53
DoR.MCS.REC.28/01.01.001/2023-24
Applicability: All Commercial Banks (including 
Small Finance Banks, Local Area Banks and 
Regional Rural Banks, excluding Payments 
Banks)

All Primary (Urban) Co-operative Banks

All NBFCs (including HFCs) and

In the month of August-2023, the Monetary Policy Committee (MPC) in its 
meeting on August 10, 2023 following point has been decided: 

· Keep the policy repo rate under the liquidity adjustment facility 
(LAF) unchanged at 6.50 per cent.

· The standing deposit facility (SDF) rate remains unchanged at 6.25 
per cent and the marginal standing facility (MSF) rate and the Bank 
Rate at 6.75 per cent.

The MPC also decided to remain focused on withdrawal of 
accommodation to ensure that inflation progressively aligns with the 
target, while supporting growth. There are various Master directions, 
Master circulars, notifications issued by RBI, Summary and brief 
understanding of few of them are as under:

Contributed by: 
CA. Mayur Modha
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All India Financial Institutions (EXIM Bank, 
NABARD, NHB, SIDBI and NaBFID)
Brief understanding: Fair Lending Practice - 
Penal Charges in Loan Accounts:
These instructions shall come into effect from 
January 1, 2024. REs may carry out appropriate 
revisions in their policy framework and ensure 
implementation of the instructions in respect of 
all the fresh loans availed/ renewed from the 
effective date. In the case of existing loans, the 
switchover to new penal charges regime shall be 
ensured on next review or renewal date or six 
months from the effective date of this circular, 
whichever is earlier.
These instructions shall, however, not apply to 
Credit Cards, External Commercial Borrowings, 
Trade Credits and Structured Obligations 
which are covered under product specific 
directions.

Date of issue: 18.08.2023
Master directions/ Master circulars/ 
notifications No.: RBI/2023-24/54
DoR.SIG.FIN.REC.31/03.10.001/2023-24
Applicability: All Infrastructure Debt Fund-
NBFCs (IDF-NBFCs)
Brief understanding:  Review of Regulatory 
Framework for IDF-NBFCs

In order to enable IDF-NBFCs to play a greater 
role in the financing of the infrastructure sector 
and to harmonise the regulations governing 
financing of infrastructure sector by the NBFCs, 
a review of the guidelines applicable to IDF-
NBFCs has been undertaken, in consultation 

with the Government of India.

These guidelines shall come into effect from 
the date of this circular.

Date of issue: 18.08.2023 
Master directions/ Master circulars/ 
notifications No.: RBI/2023-24/55
DOR.MCS.REC.32/01.01.003/2023-24
Applicability: All Scheduled Commercial Banks

Regional Rural Banks

Primary (Urban) Co-operative Banks

State Co-operative Banks and District Central 
Co-operative Banks

Non-Banking Financial Companies (including 
Housing Finance Companies)
Brief understanding: Reset of Floating 
I n t e r e s t  R a t e  o n  E q u a t e d  M o n t h l y 
Instalments (EMI) based Personal Loans:

Personal loans refers to loans given to 
individuals and consist of (a) consumer credit, 
(b) education loan, (c) loans given for creation/ 
enhancement of immovable assets (e.g., 
housing,  etc .) ,  and (d)  loans given for 
investment in financial  assets (shares, 
debentures, etc.).

These instructions are extended to the 
existing as well as new loans suitably by 
December 31, 2023. All existing borrowers 
shall be sent a communication, through 
appropriate channels, intimating the options 
available to them
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T r a n s f o r m i n g 
W e a l t h 
Management: India's 
Regulatory Leap for 
Family Offices and 
Investment Vehicles 
in the IFSC

In a groundbreaking 
development ,  the 
I n d i a n  r e g u l a to r s 
h a v e  o ffi c i a l l y 
recognized family 
o ffi c e s  u n d e r  t h e 
I n t e r n a t i o n a l 

Financial Services Centres Authority (Fund 
Management)  Regulat ions ,  2022 ("FM 
Regulations").

Family offices are wealth management entities 
that cater to the needs of affluent families. They 
provide a range of services such as wealth 
planning, tax and estate planning, investment 
m a n a g e m e n t ,  c o r p o r a t e  a n d  f a m i l y 
governance, and administrative and concierge 
services.

While family offices have traditionally been 
associated with Western and European 
practices, they have gained popularity among 
Indian ultra-high net worth individuals (UHNIs), 
family-run conglomerates, and high net worth 
f a m i l i e s .  A s  o f  J u l y  2 0 2 2 ,  I n d i a  h a d 
approximately 300 family offices, with an 
average asset under management of $100 
million each. However, most of these offices 
lacked proper structure and organization.

To strengthen the funding and capital 
ecosystem at the upcoming International 
Financial Services Centre, the government has 
introduced family investment funds (FIFs) under 
the FM Regulations. These funds will be 
governed by the International Financial Services 
Centres Authority (IFSC Authority).

A FIF is defined as a self-managed fund that 
pools money exclusively from a single family. It 
can be set up as a company, trust, limited 
liability partnership (LLP), or any other form 
permitted by the IFSC Authority. A FIF must 
maintain a minimum corpus of $10 million 
within three years of obtaining a certificate of 
registration. It can be an open-ended or closed-

ended scheme, depending on the family's 
requirements.

FIFs have various investment avenues available 
to them under the FM Regulations. They can 
invest in securities issued by unlisted entities, 
securities listed or to be listed on stock 
exchanges in the IFSC, India, or foreign 
jurisdictions, money market instruments, debt 
securities, securitized debt instruments, 
derivatives, and units of mutual funds and 
alternative investment funds in India and 
foreign jurisdictions. FIFs are also allowed to 
borrow funds and engage in leveraging 
activities in accordance with their risk 
management policies.

All individuals of a single family who contribute 
to the FIF must give an undertaking to the 
concerned principal officer, acknowledging the 
risks, costs, and benefits of investing in the FIF. 
They must also understand that the usual 
investor protection measures may not be 
available to the same extent as other schemes in 
the IFSC.

Previously, a major issue with FIFs under the FM 
Regulations was that the definition of "single 
family" only included individual family 
members. This posed challenges in pooling 
funds as resident individuals are subject to an 
annual limit under the liberalized remittance 
scheme. To address this issue and encourage 
more family office organizations to set up at the 
IFSC, the IFSC Authority has expanded the scope 
of "single family" to include entities such as sole 
proprietorship firms, partnership firms, 
companies, LLPs, trusts, or body corporates 
where an individual or a group of individuals of a 
single-family exercises control and holds 
substantial economic interest.

The IFSC Authority has also permitted the 
establishment of additional investment 
vehicles, which will be considered part of the FIF 
for meeting the requirements of the FM 
Regulations. These additional vehicles can be in 
the form of companies, LLPs, trusts, or any other 
form specified by the IFSC Authority. This allows 
for more flexibility in meeting the corpus 
requirement and tailoring the investment 
options to suit the needs of different family 
members.

Contributed by: 
CA. Swetang Pandya

Transforming Wealth Management: 
India's Regulatory Leap for Family Offices and Investment Vehicles in the IFSC
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While FIFs cannot accept funds from individuals 
and entities outside the single family, they are 
now allowed to share economic interest with 
their employees, directors, FMEs (fund 
management entities), or other service 
providers. This measure aims to reward these 
individuals and promote their involvement in 
the FIFs. However, the aggregate contributions 
from these individuals should not exceed 20% 
of the FIF's profits.

To protect outsiders holding an economic 
interest in a FIF, the IFSC Authority has directed 
FIFs to inform them of the associated risks and 
provide an exit option if they no longer wish to 
continue their investment. The exit price must 
be determined by an independent third-party 
service provider and supported by a valuation 
report.
These clarifications and relaxations have the 
potential to significantly impact the family 
investment vehicle landscape. With the 

inclusion of entities within the scope of "single 
family," family-controlled entities can now 
invest up to 50% of their net worth in FIFs under 
the current overseas investment regime. The 
IFSC Authority has also provided flexibility in 
receiving funds from non-family members and 
setting up additional investment vehicles, 
further enhancing the structuring and 
investment options available to family office 
players in the IFSC.

While family offices have been present in India 
for over a decade, the recent surge in their 
numbers and the immense potential in this field 
have prompted the establishment of a legal 
framework. The government's intention to 
attract investments in the IFSC is evident from 
its efforts and regulatory relaxations. The 
future of family offices and their feasibility in 
the long run will depend on the response of the 
finance industry and the level of support they 
receive.

We are 

Proud

of you
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From the last article I 
have started technical 
analysis of stock and I 
h a v e  a l r e a d y 
e x p l a i n e d  t h e 
importance of bottom 
fi s h i n g ,  m o v i n g 
ave r a g e s  i n  c h a r t 
analysis and Single 
candlestick patterns. 
Today I am explaining 
the importance of 
double candlestick 
pattern in technical 
analysis of stock.

Technical analysis is а crucial tool for traders and 
investors to make informed decisions in the 
stock market. Among the various techniques, 
candlestick раtterns hold а speciаl plаce due tо 
thеir аbility tо prоvide insights intо mаrket 
sеntimеnt. Doublе саndlestiсk раtterns, in 
раrticulаr, оffer vаluаble informаtion аbout 
рotentiаl trend reversаls or continuаtions. In 
this аrtiсle, we will delve intо thе world оf 
doublе саndlestiсk раtterns, exploring thеir 
typеs, interpretаtiоns, аnd significаncе in stоck 
mаrket аnаlysis.

Understаnding Cаndlestiсk Раtterns:
Doublе саndlestiсk раtterns аre fоrmed by thе 
combinаtion оf twо consеcutivе саndlestiсks on 
а chаrt. Тhe сlose relаtionship between thеse 
twо cаndles highlights рotentiаl shifts in mаrket 
sеntimеnt. Тhese раtterns аre cаtegorized intо 
reversаl аnd continuаtion раtterns, eаch 
prоviding trаders with spеcific insights into 
mаrket dynаmics. 
Doublе cаndlestick pattеrns, a subsеt оf the 
larger rеalm оf cаndlestick аnаlysis, hold a 
speciаl place in tеchnical аnаlysis due tо their 
ability tо reveal shifts in market sentiment over 
a short timefrаme. Thеsе pattеrns providе 
traders with a cоncise snaрshot оf how buyers 
and sellers are intеracting, shedding light оn 
potential reversаls or cоntinuatiоns in price 
trends. By observing the interplay bеtwееn two 
cоnsecutive cаndlesticks, traders сan gain 
insights intо the bаttle bеtwееn bulls and bеars, 
helрing thеm make more informed decisiоns.

Reversаl Раtterns:
1. Вullish Engulfing Pаttern: Тhis pаttern 
оccurs аt thе end оf а downtrend. Тhe first 

cаndle is а beаrish cаndle, followеd by а lаrger 
bullish cаndle thаt еngulfs thе previous onе. It 
suggеsts а pоssible reversаl from а beаrish 
trend tо а bullish onе.

2. Beаrish Engulfing Pаttern: Similаr tо thе 
bullish engulfing pаttern, this reversаl signаl 
fоrms аt thе end оf аn uрtrend. Тhe first cаndle 
is bullish, followеd by а lаrger beаrish cаndle 
thаt еngulfs it. It imрlies а рotentiаl shift from а 
bullish trend tо а beаrish onе.

3. Piеrcing Pаttern: Тhis pаttern involves а 
beаrish cаndle followеd by а bullish cаndle thаt 
оpens below thе previous dаy's сlose аnd сloses 
аbove its midpoint. It suggеsts а рotentiаl 
reversаl аfter а downtrend.

Continuаtion Раtterns:
1. Bullish Hаrаmi: Formed by а smаll 

beаrish cаndle followеd by а lаrger 
bullish cаndle, thе bullish hаrаmi 
suggеsts а continuаtion оf thе eхisting 
uрtrend.

Exploring Doublе Cаndlestiсk Раtterns
in Stоck Mаrket Technicаl Аnаlysis

Contributed by: 
CA. Swetang Pandya
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2. Beаrish Hаrаmi: Тhe beаrish hаrаmi оccurs 
when а smаll bullish cаndle is followеd by а 
lаrger beаrish cаndle. It indicаtes а continuаtion 
оf thе prevаiling downtrend.

Interpreting Dоuble Cаndlestick Рatterns:
Dоuble cаndlestick рatterns are mоrе rеliablе 
when аccompаnied by other  technical 
indicаtоrs оr рatterns that suppоrt thеir signаls. 
Tradеrs often look fоr аdditiоnаl signs of 
reversаl оr cоntinuatiоn tо cоnfirm thеir 
аnаlysis.
Thе cоntext in which a dоuble cаndlestick 
pаttern fоrms is crucial. Cоnsider factоrs such аs 
recent price trеnds, trаding volume, аnd overall 

mаrket cоnditiоns befоre making trаding 
dеcisiоns.

Thе  effeсtiveness of dоuble cаndlestick 
рatterns сan vary аcross diffеrеnt timefrаmes. 
Tradеrs should аnаlyze thеsе рatterns оn 
vаrious timefrаmes tо gain a сomprehensive 
view of mаrket sеntimеnt.

These are just a few examples, and there are 
many more candlestick patterns that traders 
use to identify potential trading opportunities. 
Keep in mind that while candlestick patterns can 
be useful, they should not be used in isolation 
for making trading decisions. It's crucial to 
c o n s i d e r  o t h e r  t e c h n i c a l  i n d i c a t o r s , 
fundamental analysis, and risk management 
techniques for a comprehensive approach to 
trading and investing in the stock market. 
I will explain three candle stick pattern in next 
article. 

You can find video relating to this article @ 
https://www.youtube.com/shorts/sTsHLL_32w
o?t=8&feature=share

Thank you ISRO
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When an alternative investment fund (AIF) 
reaches its maturity, a process is initiated by the 
managing fund house to conclude the 
investment cycle. This involves liquidating all 
the assets under the scheme and transforming 
these holdings into a liquid state. The proceeds 
from this liquidation are then returned to the 
investors, bringing their capital investment 
cycle to a close.

However, there may arise a scenario where the 
AIFs, which generally have a lifespan of 8-10 
years, find themselves unable to liquidate their 
holdings upon reaching the term's end. In such 
cases, they have the option to petition the 
market regulator for a two-year extension, 
allowing them to carry on the scheme. Should 
this extended time frame still not provide the 
necessary relief? It may precipitate a crisis.

A brewing crisis is currently gripping India's AIF 
industry, including venture capital (VC) and 
private equity (PE) funds. Numerous AIFs, 
collectively valued at ₹17,500 crore, are slated 
to reach their maturity within the forthcoming 
16 months. However, they are encountering 
significant issues in their attempts to conclude 
their cycles. These funds attribute the problems 
to a combination of limited liquidity and 
restrictive legal conditions stemming from a 
funding winter. Although these AIFs have 
previously availed themselves of an extension, 
they are now seeking an additional one. This 
r e q u e s t  c o m e s  w i t h  a n  a d d e d 

complication—compliance with a slew of Sebi 
regulations that industry experts argue pose 
significant challenges for the funds.

Exit Options

Upon reaching the conclusion of their lifecycle, 
AIFs will be presented with two possible paths. 
The initial option involves implementing a 
closed-ended liquidation scheme, which 
acquires the units of the nearing maturity AIF. 
The initiation of this scheme mandates that the 
AIF ceases to accept supplementary funds. It 
reverts to its initial tenure but forfeits eligibility 
for any further extensions.

The alternate path is the route of in-specie 
distribution. In this scenario, the AIF disperses 
its holdings in portfolio companies—be it equity 
shares, compulsorily convertible preference 
shares (CCPS), or compulsorily convertible 
debentures (CCD)—to investors on a pro-rata 
basis. For instance, if the AIF possesses stakes in 
10 startups, the shares from each of these 
entities would be proportionally distributed 
among the investors and directly deposited into 
their demat accounts. However, this method can 
only be pursued with the approval of investors 
representing 75% of the total fund value.

The AIF must go for a forced in-specie 
distribution if it does not get this approval. 
Herein, the AIF must transfer its stake to all 
investors, irrespective of their consent.

Contributed by: 
CA. Rushabh Shah

Exits of AIFs in India - Difficult times ahead
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Bids and Challenges

A significant challenge arising from Sebi's 
recent stipulations for AIF exits revolves around 
the obligation for the fund manager to procure 
bids for a quarter of the portfolio prior to 
instigating either the liquidation scheme or in-
specie distribution.

It's crucial to note that for the purpose of 
recording the fund manager's performance, the 
net asset value (NAV) is logged either at the 
price at which 25% of the bids are organised or 
at a fixed value of ₹1 if no such bids are 
procured.

In practical terms, the fund manager might face 
considerable difficulties securing fair bids for 

merely 25% of the portfolio. Were the fund 
manager able to find interested buyers for a 
quarter of the portfolio, there's probable that 
there would be similar interest in acquiring the 
entire portfolio. This stipulation might 
consequently cause delays or impediments to 
the exit process, as sourcing suitable buyers for 
just a fraction of the assets might pose more 
complexities than selling the complete 
portfolio.

Rules and Contradiction

As per Sebi's guidelines, the fund manager is 
required to secure approval from investors 
representing 75% of the fund value in order to 
progress with either the liquidation scheme or 

Image Courtesy: Mint
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in-specie distribution. If 90% of investors 
consent to the liquidation scheme, Sebi's 
regulat ions  decree that  the opposing 
shareholders (representing 10% of the total) 
must be compensated from the 25% bids 
procured. 

This leads to the establishment of a priority 
distribution waterfall system, wherein certain 
investors receive precedence over others. 
However, such preferential treatments are 
typically disallowed by Sebi as they can result in 
unjust outcomes and may contradict the ideals 
of equitable treatment for all investors. Hence, 
these two regulations appear to be in conflict 
with each other.

Exit Strategies

In the scenario where the fund manager 
successfully procures bids for 25% of the 
portfolio, investors who initially consented to 
either the liquidation scheme or in-specie 
distribution might reconsider their decision. 
Instead, They could liquidate their investments 
from the arranged 25% bids. 

This situation presents potential complications 
for the fund manager and can disrupt the 
smooth execution of the exit process. The fund 
manager might need to reconcile the divergent 
interests of investors who now wish to alter 
their exit preferences. This could instigate 
potential disagreements and result in delays in 
finalising the preferred exit strategy.

Tax Liabilities

Transferring units from the original VC fund 'A' 
to the liquidation scheme 'B' can potentially 
trigger considerable tax liabilities for investors. 
This could lead to liquidity concerns and 
complications regarding tax payments. When 
75% of investors consent to the transition to the 
liquidation scheme 'B' and 25% of portfolio bids 
are in place, swapping units from 'A' to 'B' 
becomes a taxable event.

Moreover, under Section 194LBB of the Income 
Tax Act, the AIF is required to execute a tax 
deduction at source (TDS) at a rate of 10%. The 
combination of this TDS deduction by the AIF 
and the long-term capital gains (LTCG) tax 
payment obligation of investors can lead to 
liquidity issues. This is because investors may 
find themselves required to make tax payments 
without realising any cash gains, thereby 

potentially straining their cash flows.

"Sebi's guidelines are a non-starter," opined 
Deepak Aggarwal, Chief Financial Officer at 
Singular  India Opportunit ies  Fund.  He 
highlighted two crucial issues: Firstly, the 
guidelines fail to provide solutions for funds 
w h o s e  l i q u i d a t i o n  p e r i o d  h a s  a l r e a d y 
concluded, leaving them without explicit exit 
strategies. Secondly, despite the intentions of 
these guidelines to safeguard investors, they 
fail to prevent a potential firesale by AIFs. Such a 
scenario could lead to considerable losses for 
both dissenting and remaining investors.

In-specie distribution

When a VC fund possessing shares in a portfolio 
startup (X), intends to transfer these shares to 
its investors, this procedure might be subject to 
restrictions as per the stipulations in the 
startup's Articles of Association (AOA). Should 
the AOA expressly specify that share transfers 
are contingent on certain conditions or need 
approval from the board of directors, the 
startup's board holds the authority to refuse the 
transfer.

In such circumstances, the startup's board has 
the discretion to assess the request for transfer 
and may reject it if it conflicts with the 
company's strategic objectives, the interests of 
existing shareholders, or if there are any legal or 
regulatory implications.

Assuming that a VC fund has stakes in foreign 
startups and contemplates an in-specie 
distribution or share transfer to investors, it 
must carefully manoeuvre to avoid potential 
compliance infringements and clashes among 
different investor groups.

Particularly, high net-worth individuals (HNIs) 
may encounter conflicts due to the constraints 
of the liberalised remittance scheme (LRS), 
which imposes a limit on resident individuals to 
remit more than $250,000 annually for diverse 
purposes, including foreign investments. 
Moreover, family offices structured as trusts 
might require assistance to accept in-specie 
distributions of foreign startup shares, given 
that trusts are often prohibited from holding 
foreign unlisted securities.

Institutional investors such as insurance 
co m p a n i e s  a n d  n o n - b a n k i n g  fi n a n c i a l 
companies (NBFCs) may be barred from directly 
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investing in foreign shares or may need approval 
from the Reserve Bank of India (RBI), potentially 
causing delays in liquidation procedures.

Foreign investors with shares in startups 
located in unfavourable jurisdictions may be 
reluctant to accept shares via an in-specie 
distribution due to the challenges involved in 
remitting the stock overseas to circumvent 
complications arising from the double taxation 
avoidance agreement (DTAA).

Fair Value and FEMA Violation

As per the guidelines set out by the Foreign 
Exchange Management Act (FEMA), the fair 
market value (FMV) of unlisted shares (CCPS) 
should be determined by two independent 
merchant bankers using internationally 
recognized valuation methodologies. However, 
this might give rise to issues. For instance, if two 
independent valuers estimate an FMV of ₹600 
and ₹650, but the bids received are at a net asset 
value (NAV) of ₹300 (a 50% reduction due to a 
firesale), conducting a share swap for the 
liquidation scheme below the FMV would be 
considered a violation of FEMA regulations.

Furthermore, Sebi regulations mandate the 
write-off of the investments if an investor 
disapproves of a liquidation scheme or in-specie 
distribution, leading to the closure of the 
scheme. Aggarwal questioned who would be 
liable for executing tax deducted at source 
(TDS) in such scenarios and how the money 
would be reimbursed to the investors.

Risks ahead

Investing in startups often garners significant 
attention, drawing in high-profile and affluent 
investors. Yet, if the AIF is unable to exit its 
investments within the designated lifespan of 
the fund, both the AIF and its investors could 
find themselves navigating a labyrinth of 
intricate liquidation regulations. Should these 
rules undergo any modifications, it's advisable 
for investors to exercise caution when pursuing 
the allure of startups through AIFs.

In light of the intricacies involved in AIF exits, it is 
clear that Chartered Accountants have a pivotal 
role to play in guiding their clients through the 
potential labyrinth of liquidation and regulatory 
challenges. With the burgeoning AIF crisis in 
India, accounting professionals must remain up-
to-date with the complex and often changing 
regulatory landscape, including SEBI and FEMA 
guidelines, tax liabilities, and investor-specific 
stipulations. The high-profile nature of startup 
investments  v ia  AIFs  underscores  the 
importance of careful navigation, mindful 
d e c i s i o n - m a k i n g ,  a n d  a n  i n f o r m e d 
understanding of potential risks and rewards. 
Amid the promise of attractive returns, 
Chartered Accountants must ensure that their 
clients are equipped to handle the intricacies of 
AIF exits, from assessing exit strategies to 
managing potential  tax  l iabi l i t ies  and 
compliance issues. As we stand at the precipice 
of this unfolding situation, our responsibility to 
provide clear, pragmatic advice is more crucial 
than ever.

Special thanks to Mint for the article written on 
this topic, dated 1 August 2023, which gave a lot 
of clarity on this matter.
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Redevelopment of 
real estate projects 
has become a vital 
a s p e c t  o f  u r b a n 
d e v e l o p m e n t , 
especially in densely 
p o p u l a t e d  a r e a s 
where land is scarce. 
I n  a  d y n a m i c 
l a n d s c a p e  l i k e 
G u j a r a t ,  w h e r e 
u r b a n i z a t i o n  i s 

r apidly advancing, the 
p r o c e s s  o f 

r edevelopment holds 
immense potential to transform outdated 
structures into modern, sustainable, and 
aesthetically appealing developments. 

Redevelopment is the process of demolishing 

and reconstructing an existing building or a 

group of buildings to create new and improved 

structures that meet the current needs and 

standards of the occupants and the society. 

This article aims to provide a comprehensive 

insight into the process, benefits, and legal 

g u i d e l i n e s  s u r r o u n d i n g  r e a l  e s t a t e 

redevelopment in Gujarat which is governed by 

the Gujarat Ownership Flats Act, 1973 and its 

amendment in 2019. We will also briefly include 

snapshots of important judgements on 

redevelopment.

Reasons of Redevelopment.

� To replace old and dilapidated buildings 
that are unsafe and unhealthy to live in;

� To increase the floor space index (FSI) 
and utilize the land potential more 
efficiently;

� To provide larger and better amenities to 
the residents, such as parking, fire safety, 
security, etc.;

� T o  e n h a n c e  t h e  a e s t h e t i c  a n d 
environmental quality of the area;

� To generate revenue from the sale of 
surplus units or commercial spaces.

Redevelopment is done by:-

� The owners or members of the building 
or society themselves.

� The developers or builders who enter 
into an agreement with the owners or 
members.

� The public authorities, such as Gujarat 
Housing Board (GHB), Urban Local Bodies 
(ULBs), Urban Development Authorities 
(UDAs), etc.

Legal guidelines for redevelopment in 

Gujarat.

� The redevelopment has to be done with 
the consent of not less than seventy-five 
per cent of the members of the society.

� The redevelopment has to be done after 
twenty-five years of the issuance of the 
permission for development or if the 
building is declared dilapidated, ruinous 
o r  d a n g e r o u s  b y  t h e  c o n c e r n e d 
authority.

� The redevelopment has to be done by a 
registered developer or builder who has 
experience in redevelopment projects.

� The redevelopment has to be done as per 
the Common GDCR, Redevelopment 
Rules, Affordable Housing Policy, etc.

� The redevelopment has to be done with 
al l  the necessar y c learances and 
permissions from various authorities, 
such as GHB, ULBs, UDAs, RERA, fire 
department, environment department, 
etc.

� The redevelopment has to be done with 
safety  norms and environmental 
standards.

� The redevelopment has to be done with 
transparency and accountability.

Process of Redevelopment

1. Initiation: The redevelopment can be 
initiated by the managing committee of 
the society suo-moto or by an application 
from at least one-fourth of the members 
of the flats. The managing committee has 
to call for a special general meeting 
within a period of one month on receipt 
of the application. The meeting has to 

Contributed by: 
CA. Harsh Mehta

Redevelopment of a Real Estate Project in Gujarat.
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follow the rules and bylaws of the society 
with respect to convening, notice, 
agenda, quorum, decision, agreement, 
minutes, etc.

2. Consent: The consent of not less than 
seventy-five per cent of the total 
m e m b e r s  o f  t h e  s o c i e t y  f o r 
redevelopment is necessary. The consent 
has to be obtained in writing. 

3. Developer selection: The managing 
committee along with the society 
members has to select a developer for 
construct ion of  the project .  The 
proposals of redevelopment received 
from various developers shall  be 
evaluated based on various parameters, 
such as financial capability, technical 
expertise, quality standards, track 
record, etc. However, the society shall 
give more priority to the experience and 
project completion capacity of the 
builder over other things. The selection 
can be from the internal references or 
through a tender bidding process. 

4. Registered Development Agreement: 
The society has to select the best 
developer or builder and enter into a 
registered development agreement with 
h i m .  T h e  s o c i e t y  c a n  e n g a g e 
a d v o c a t e / c o n s u l t a n t  f o r 
p r e p a r a t i o n / v e r i fi c a t i o n  o f  t h e 
documents so as to safeguard their 
rights. The agreement has to specify the 
roles and responsibilities of each party, 
the scope and specifications of work, the 
payment terms and schedule, the penalty 
clauses for delay or default, the dispute 
resolution mechanism, etc. The said 
development agreement must be 
registered with the sub-registrar. 
Currently the stamp duty of 3.5% of the 
Jantri Value and registration fees of 1% 
of Jantri value is payable on the same.

5. Plan Approval and Permissions: The 
developer or builder has to obtain all the 
necessary clearances and permissions 
from various authorities, such as GHB, 
ULBs, UDAs, RERA, fire department, 
environment department, etc. for 
carrying out the redevelopment project. 
The developer or builder has to comply 
with al l  the applicable rules and 
regulations, such as Common GDCR 

( G e n e r a l  D e v e l o p m e n t  C o n t r o l 
Regulations), Redevelopment Rules, 
Affordable Housing Policy, etc.

6. Demolition: The developer or builder 
has to demolish the existing building or 
society after vacating all the members 
and providing them with alternative 
accommodation and rent as agreed 
upon. The demolition has to be done in a 
safe and scientific manner without 
causing any damage or inconvenience to 
the neighboring properties or people.

7. Construction: The developer or builder 
has to construct the new building or 
society as per the approved layout plan 
and design within the stipulated time 
frame. The construction has to be done 
with quality materials and workmanship 
under the supervision of the architect or 
project management consultant. The 
construction has to follow all the safety 
norms and environmental standards.

Handover: The developer or builder has to 
hand over the possession of the new flats or 
units to the members after obtaining all the 
completion certificates and occupancy 
certificates from the concerned authorities. 
The developer or builder has to also hand over 
all the documents and records related to the 
redevelopment project to the managing 
committee. 

Benefits of Redevelopment 

1. I n f r a s t r u c t u r e  U p g r a d e : 
Redevelopment projects provide an 
opportunity to upgrade and modernize 
infrastructure, including roads, drainage 
systems, and utilities, enhancing overall 
living conditions.

2. I n c r e a s e d  H o u s i n g  S t o c k : 
Redevelopment optimizes land use by 
replacing old structures with modern, 
multi-story buildings, thereby increasing 
the available housing stock.

3. Enhanced Aesthetics: The introduction 
of contemporary architectural designs 
and landscaping improves the visual 
appeal of the area, contributing to the 
overall urban aesthetics.

4. Improved Amenities: Redevelopment 
projects often incorporate amenities 
such as green spaces, recreational 
facilities, and commercial spaces, 
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enhancing the quality of life for residents.

5. Economic Growth: The real estate and 
construction industries experience 
growth through increased demand for 
skilled labor, building materials, and 
related services, fostering economic 
development. 

Some important Judgements in relation 
to Redevelopment

1. Hansaben Ratubhai Prajapati v. State 
of Gujarat.  

(Gujarat High Court decided on 11-04-
2 0 2 3 . )
When a redevelopment scheme is in the 
interest of public at large, the entire 
project cannot be put to a standstill at 
t h e  b e h e s t  o f  f e w  p e r s o n s  ( 1 4 
petitioners) when 75% of the occupants 
have consented to the redevelopment. 

2. A d i t y a r a j  B u i l d e r s  v.  S t a t e  o f 
M a h a r a s h t r a . 
(Bombay High Court decided on 17-02-
2023.)

· A development agreement (DA) 
between a cooperative housing 
society and a developer for 
developing society's property 
(land, building, apartments, flats, 
garages, godowns, galas) requires 
to be stamped. 

· The development agreement 
need not be signed by individual 
members of society as a mandate. 
Even if individual members do not 
sign the DA, it controls the re-
d e v e l o p m e n t  a n d  s o c i e t y 
members' rights. 

· A  P e r m a n e n t  A l t e r n a t e 
Accommodation Agreements 
(PAAA) between developer and an 
individual society member does 
not require to be signed on behalf 
of the society. 

· Stamp cannot be levied twice. 
Once the DA is stamped, the PAAA 
cannot be separately assessed to 
stamp beyond the requirement of 
Rs. 100 under Section 4(1), if it 
specifically relates to rebuilt or 
reconstructed premises in lieu of 
the old premises used/occupied 
by the member. The same applies 
even if the PAAA includes an 
additional area available to the 
member, since it is not a purchase 
or a transfer but is in lieu of the 
member's old premises. The 

s t a m p  o n  D A  i n c l u d e s 
reconstruction of every unit in the 
society building. 

· If PAAA is limited to rebuilt 
premises in the absence of actual 
purchase for consideration of any 
additional area, such PAAA is an 
inc idental  document  under 
Section 4(1) of the Stamp Act. 

· PAAA between a developer and a 
s o c i e t y  m e m b e r  m u s t  b e 
additionally stamped if it provides 
for purchase for actual stated 
consideration and a purchase 
price of additional area beyond 
the area given to the member 
against the earlier premises. 

· Assessing stamp on PAAA on 
construction cost of the new 
premises in lieu of old premises 
cannot be sustained. 

· Reference to redevelopment and 
homes includes garages, galas, 
commercial and industrial use and 
every form of redevelopment of 
the society.

Redevelopment is  a complex and 
challenging process that requires careful 
planning and execution. It involves 
various stakeholders, such as members, 
managing committee, developer, builder, 
architect, consultant, authorities, etc. It 
also involves various risks, such as legal 
disputes, financial losses, delays, defects, 
etc. Therefore, it is advisable to seek 
professional guidance and assistance 
f r o m  e x p e r t s  i n  t h e  fi e l d  o f 
redevelopment. 

Redevelopment is a powerful tool for 
revitalizing urban spaces in Gujarat, 
catering to the growing demands of 
modern living while simultaneously 
enhancing the aesthetic and economic 
aspects of the region. By adhering to the 
establ ished legal  guidel ines  and 
f o s t e r i n g  c o o p e r a t i o n  b e t w e e n 
stakeholders, successful redevelopment 
projects can contribute significantly to 
the state's urban development narrative. 
As Gujarat progresses towards a more 
vibrant urban future, redevelopment 
stands as a testament to innovation, 
sustainable growth, and community 
development.
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Introduction:
The introduction of 
t h e  G o o d s  a n d 
Services Tax (GST) in 
m a n y  c o u n t r i e s 
marked a significant 
shift in the taxation 
system, aiming to 
s t r e a m l i n e  a n d 
simplify the indirect 
taxation process. One 
of the key aspects of 
the GST framework is 

t h e  t r e a t m e n t  o f 
suppl ies  to  Special 

Economic Zones (SEZs). The GST law provides 
refund provisions for supplies made to SEZ 
units, whether with payment of tax or without 
payment of tax, in order to promote ease of 
doing business, attract investments, and boost 
exports.
Understanding Special Economic Zones 
(SEZs)
Special Economic Zones (SEZs) are designated 
geographical regions within a country that are 
treated as separate economic entities. These 
Special Economic Zones (SEZs) are governed by 
Special Economic Zones Act, 2005. These zones 
are established to promote economic activities, 
enhance exports, generate employment, and 
attract foreign investments. SEZs create an 
environment conducive to business by 
providing various incentives such as tax 
exemptions, simplified procedures, and 
infrastructure facilities.
Benefits and Implications
The GST law's provisions for supplies to SEZ 
units play a crucial role in fostering economic 
growth and encouraging international trade. 
Here are some key benefits and implications:

1. Boosting Exports:  By providing a 
mechanism for tax-free supplies to SEZ 
units, the government promotes exports 
and contributes to the growth of the 
country's foreign exchange reserves.

2. Attracting Investments: SEZs with 
favorable tax regimes attract both 
domestic and foreign investments, 
leading to increased economic activities 
and job creation.

3. Simplifying Compliance: The option to 
supply goods and services to SEZ units 
without payment of tax simplifies 
compliance for suppliers, reducing the 

administrative burden and paperwork.
4. Improving Competitiveness:  SEZs 

enhance the competitiveness of a 
country's industries by providing them 
with access to world-class infrastructure, 
better logistics, and various incentives.

Enhancing Economic Zones' Viability: The 
provision of tax exemptions or refund 
mechanisms ensures that SEZs remain 
financially viable, encouraging businesses to 
set up operations within these zones. Eg 
Gujarat International Finance Tec-City (Gift 
City) SEZ unit in Gandhinagar. 

GST Treatment of Supplies to SEZ Units
Under the GST regime as per Section 16 of IGST 
Act 2017, supplies made to SEZ unit or SEZ 
Developer “FOR AUTHORISED OPERATIONS” 
are treated as "zero-rated supplies” which 
means effectively there would not be any levy 
of GST on such supply. Further the supplier to 
SEZ unit or SEZ developer has the option to 
either pay the applicable GST on such supplies 
and claim a refund or supply the goods or 
services without the payment of GST. The choice 
between these two options depends on the 
supplier's business model, Balance in electronic 
credit ledger, GST rate structure of product and 
preferences.
Eligibility and Conditions for Supply to SEZ 
Refund 
To be eligible for a refund on supplies made to 
SEZs, certain criteria must be fulfilled. 

1. Recipient's Status: The recipient of the 
supplies must be a registered SEZ unit or 
a developer under the SEZ Act, 2005. The 
supplies should be made to these 
registered entities located within the 
designated SEZ area.

2. Authorised Operation: The goods or 
services must be received by the SEZ unit 
or a developer under the SEZ Act, 2005 
for  i ts  author ised operat ions  as 
permitted by the SEZ Development 
officer.

3. D o c u m e n t a t i o n :  A c c u r a t e  a n d 
comprehensive documentation is 
essential to support the refund claim. 
This includes invoices, tax payment 
records, and other relevant documents 
that establish the nature of supplies and 
the fact that they were actually received 
by the SEZ units or developers for their 
authorised operations.

Unlocking GST Refund: A Guide to GST Law's 
Refund Provisions for Supply to SEZ Unit With Payment of Tax and Without Payment of Tax

Contributed by: 
CA Jaykishan Vidhwani
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4. Relevant Date: The refund application 
must be filed within two years from the 
due date for furnishing of return under 
section 39 in respect of such supplies. 
E.g. if we are claiming refund for the 
month of June 2022, due date of GSTR 3B 
for the month of June 2022 will be 20 
July 2022 then refund application must 
be filed and adjudicated on or before 20 
July 2024. 

5. Declaration : A declaration to the effect 
that the Special Economic Zone unit or 
the Special Economic Zone developer has 
not availed the input tax credit of the 
tax paid by the supplier of goods or 
services or both, in a case where the 
refund is on account of supply of goods 
or services made to a Special Economic 
Zone unit or a Special Economic Zone 
developer.

6. Nil Refund: If the amount of refund 
claimed is less than Rs. 1,000, the refund 

will not be processed.

Options for Supply to SEZ unit or 
Developer for Authorised Operations

Option 1: Supply to SEZ Unit With Payment of 
Tax
When a supplier opts to pay GST on supplies 
made to an SEZ unit, they can subsequently 
claim a refund of the paid tax amount. This 
refund mechanism ensures that the supplier is 
not burdened by the tax cost, promoting a 
seamless flow of goods and services to SEZ 
units.
Procedure
The process of claiming a refund under the 
inverted duty structure involves the following 
steps:

1. Filing Refund Application: The eligible 
t a x p ay e r  n e e d s  to  fi l e  a  r e f u n d 
application in Form RFD-01 electronically 
on the GST portal.

2. List of Documents along with RFD -01

1. Verification: The application is verified 
by the concerned tax authorities to 
ensure compliance with the refund 
provisions and if found appropriate 
acknowledgement is issued.

2. S a n c t i o n i n g  R e f u n d :  O n c e  t h e 
application is approved, the provisional 
(90%) or full refund amount as per 
opinion of proper officer is sanctioned, 
and refund order is issued in Form RFD-
06.

3. Credit to Bank Account: The sanctioned 
refund amount is credited to the 
taxpayer's bank account.

Option 2: Supply to SEZ Unit Without 
Payment of Tax
Alternatively, suppliers also have the option to 
supply goods or services to SEZ units without 
payment of GST under LUT/Bond. 

Calculation of Amount Eligible for Refund

Under Rule 89 (4) refund of accumulated input 
tax credit on account of zero rated supply shall 
be granted as per the following formula:-

Maximum Refund Amount = {(Turnover of zero-
rated supply of goods + Turnover of zero-rated 
supply of services) x Net ITC ÷Adjusted Total 
Turnover.

Now understand with the help of example- 
Turnover of zero rate supply of Goods: Rs 
650000
Other Turnover (Local): Rs 50000
Total Adjusted Total Turnover: Rs 700000

Sr. 
No. 

Name of Document Required as per  Circular No. 125/44/2019 – GST 
dated 18th November 2019  

1 Endorsement(s) from the specified officer  of the SEZ regarding receipt of  
goods/services for authorized operations  under second proviso to rule 89(1)  

2 Declaration under second and third proviso to section 54(3) and Rule 89(2)(f)  
3 Undertaking in relation to sections 16(2)(c) and section 42(2)  
4 Statement 4 under rule 89(2)(d) and rule  89(2)(e)  
5 Self-declaration under rule  89(2)(l) if claim is less than Rs 2 lakhs or CA 

certificate in rule 89(2)(m) if claim is greater  than Rs 2 lakhs  
6 Self-declaration regarding non -prosecution  under sub -rule (1) of rule 91 of 

the CGST  Rules for availing provisional refund  
 



September - 2023

25

AHMEDABAD BRANCH OF WIRC OF ICAI

M a x i m u m  R e f u n d  a m o u n t 
=650000*75000/700000 =  Rs 69642

Procedure
The process of claiming a refund under the 
inverted duty structure involves the following 
steps:

1. Filing Refund Application: The eligible 
t a x p ay e r  n e e d s  to  fi l e  a  r e f u n d 
application in Form RFD-01 electronically 
on the GST portal.

List of Documents along with RFD -01

3. Verification: The application is verified 
by the concerned tax authorities to 
ensure compliance with the refund 
provisions.

4. S a n c t i o n i n g  R e f u n d :  O n c e  t h e 
application is approved, the provisional 
(90%) or full refund amount as per 
opinion of proper officer is sanctioned, 
and refund order is issued in Form RFD-
06.

5. Credit to Bank Account: The sanctioned 
refund amount is credited to the 
taxpayer's bank account.

Conclusion
The GST law's provisions for supplies to SEZ 
units, whether with payment of tax or without 
payment of tax, serve as a pivotal factor in 
driving economic growth, exports,  and 
investments. These provisions strike a balance 
between facilitating seamless trade and 
ensuring that the government's revenue base 
remains intact. By creating a favourable 
environment for businesses within SEZs, 
countries can harness the potential of these 
zones to contribute significantly to their 
economic development and international trade.
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T h e  a m b i g u i t y  o f 
c r o s s  c h a r g e  f o r 
services supplied by 
the head office to the 
branch office and 
v i c e - v e r s a  i n  t h e 
ordinary course of 
business arose due to 
Schedule I  to the 
CGST Act, 2017 which 
provides  a  l i st  of 
a c t i v i t i e s  t o  b e 
treated as  supply 

even if made without 
consideration.

1. Legal Background for the cross charge
§ Schedule-I 
Schedule I provides the list of activities that are 
to be treated as “Supply” even if made without 
consideration. Thus, it is the deeming provision 
provided in the Act to treat certain transaction 
as supply even when they do not qualify for the 
one. 
Among others, schedule I include the “supply of 
goods or services or both between related 
persons or between distinct persons as specified 
in section 25 when made in the course or 
furtherance of business” [Para-2]

§ Meaning of Distinct persons
Sub-section (4) to section 25 of the CGST Act 
provides the meaning of distinct person as a 
person who has obtained more than one 
registration, whether in one State/UT or more 
than one State/UT shall, in respect of each such 
registration, be treated as distinct persons.

§ Valuation of the activity between 
distinct persons 

The CGST Rules provide the valuation rule for 
the transactions carried on between distinct 
persons. 
Rule 28 prescribes that the value of the supply 
(herein after shortly referred as “VOS”) of goods 
or services or both between distinct persons 
shall be either the open market value of such 
supply; or if the open market value is not 
available, then the VOS shall be the value of 
supply of goods or services of like kind and 
quality, and if the same is also not determinable 
then it shall be the value as determined by the 
application of rule 30 or rule 31. 
Further, there is one proviso to the above-
mentioned rule which provides that if the 

recipient is eligible for availing the full input tax 
credit of the transaction in hand, then the value 
declared in the invoice shall be deemed to be 
the open market value of the goods or services 
i.e., in such cases, there will be no need to 
determine the value of these transactions' basis 
the market and whatever the value is decided 
internally will be acceptable.
This is because, if the recipient is eligible to avail 
the full ITC of the said transactions, then the 
revenue becomes neutral as the tax paid by one 
taxpayer is going to be off-settled fully by the 
other taxpayer.

2. Legal Background for the ISD
§ Need of concept of ISD
Basis the legal provision of Point-1, if one 
distinct person (say for example head office) 
provides any goods or service to the other 
distinct person/s (say for example its branch 
offices), then it is to be treated as supply even 
though the transaction is carried out without 
any consideration.
The above has been happily accepted for the 
goods part. However, confusion prevailed 
regarding services as to below two points:

1. Ta x a b i l i t y  o f  i n t e r n a l  a c t i v i t i e s 
p e r f o r m e d  b y  a n  o ffi c e  o f  a n 
organization in one State for the office of 
that organization in another State, which 
are regarded as distinct persons u/s 25.

For instance, support services like 
bookkeeping or administration services 
provided by the head office to its branch 
offices, management services like 
decision making which is generally done 
at HO for the company as a whole, etc.

2. Any third-party services commonly 
availed by the Head office (hereinafter 
shortly referred as “HO”) for all its 
branches. 

For instance, advertisement services, 
marketing services, security services, or 
lead bank charges, etc.

The second confusion has been 
resolved by the Input service distributor 
mechanism (shortly referred as “ISD”) 
provided under the Act u/s 20. 

As per the provisions of Section 20, all the 
third-party common services can be 

ISD or Cross charge for taxability between distinct persons?

Contributed by: 
CA Raksha Agarwal
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procured at a central location, irrespective of 
which establishment/ state has actually 
received the services, as “ISD” and then the ISD 
shall distribute the credit to the recipient 
distinct establishment on the basis of the 
manner of distribution prescribed in Rule 39 of 
CGST Rules,2017. 

3. Insertion of Circular 199/11/2023-GST 
by CBIC for clarifying the taxability of 
services provided by one distinct 
person to another having same PAN.

Third-party services procured by HO commonly for one or more branch  offices 
(shortly referred to as “BO” ) 
Particulars  Mechanism  Clarification  
 
 
 
 
 
 
Distribution to the respective 
BO’s 

 
 
 
 
 
 
Cross charge or 
ISD? 

Both ISD and cross charge route 
are permitted to distribute the 
ITC of common third -party 
services procured by HO  
 
However, while doing so it is 
important to take into 
consideration that ITC should be 
distributed to only those BO’s 
who are actual recipient of  the 
said common services.  

Internally generated services provided by HO to its one or more branch offices  
Particulars  Mechanism  Clarification  
Is it mandatory to cross -charge 
the internally generated services 
provided by HO to its BOs?  

 
 
 
Cross charge  

No, it's not mandatory for HO to 
raise invoice u/s 31 to its BO’s for 
the internally generated service  
irrespective of the fact that the 
recipient BO’s are eligible to 
avail full ITC or not of the said 
transaction .  

If in case, the HO raises the 
invoice to its BO’s for the 
internally generated services, 
then is it mandatory to include 
cost of a particular  component 
such as the salary cost of  
employees involved in providing  
the said services while issuing tax  
invoices  to BOs ? 

 
 
 
 
Cross charge  

No, the cost of particular 
component, say salary, is not 
required to be included in the 
VOS when the HO cross charges 
the BOs through invoice as the 
second proviso to Rule 28 
specifically provides that where 
the recipient BO is eligible for 
full ITC, the value declared in the 
invoice  shall be deemed to be 
the open market value  and 
therefore, the value (whatever 
may be the amount)  declared in 
the invoice shall be accepted.  
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whether in part or in whole, without the consent of the 
Ahmedabad branch
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the Newsletter. The members, however, may bear in mind the 
provision of the Code of Ethics while responding to the 
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Upcoming Events
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Media Gallery



September - 2023

39

AHMEDABAD BRANCH OF WIRC OF ICAI



September - 2023

40

AHMEDABAD BRANCH OF WIRC OF ICAI



September - 2023

41

AHMEDABAD BRANCH OF WIRC OF ICAI



September - 2023

42

AHMEDABAD BRANCH OF WIRC OF ICAI



September - 2023

43

AHMEDABAD BRANCH OF WIRC OF ICAI



September - 2023

44

AHMEDABAD BRANCH OF WIRC OF ICAI

Event in Images

Press Conference on  03-08-2023

Chhatra Sansad on 04-08-2023
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Talk Show - The powerHouse Hour on 04-08-2023

Smt Smriti Irani, Ministry of Minority Affairs & Ministry of Women and Child Development 
at Ahmedabad Airport to meet n greet her for G20 EMPOWER Summit at Gandhinagar.

Meeting with Shri Sandeep Kumar, IAS, Development Commissioner, Panchayat Department, 
Gujarat to discuss measures to improve accounting in Rural Local Bodies in Gujarat.
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Meeting with Ms. Manisha Chandra, IAS, Commissioner & Secretary (Rural Development), 
Gujarat on 31st July, 2023 to discuss measures to improve accounting in Rural Local Bodies

Seminar on Embracing Technology ; T
he Key To Future-proofing Your CA Practice In Ai Era On 07.08 .2023

Tree Plantation on 07-08-2023

Press Conference on 08-08-2023
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 Rakhi Making, Thali Decoration And Fire Less Sweets/dessert Making Competition 
on 12.08.2023

Seminar on Latest Amendments In 
SEBI LODR on 12.08.2023

Congratulations to Dr. Neerja Gupta
as the First Woman VC of Gujarat University

Independence Day Celebration on 15-08-2023
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 Seminar on Valuation on 16.08.2023
Seminar on Income Tax on 

Section 44AB / 44AD on 17.08.2023

National Conference on MSME And Start Up At Ahmedabad on 18.08.2023 & 19.08.2023

Campus Placement Orientation Programme On - 19-08-2023
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One Day Seminar on Mergers & Acquisitions on 24.08.2023

Mental Wellness And Mythology Week From 28th August, 2023

 Interactive Meet with Shri Mukesh Rathore, 
Jt. Comissioner Central Excise & CGST, Ahmedabad North.
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Crossword
Crossword No.- 006

1. 1st 3 Correct Entries will get Appreciation Certificate / Prize 
2. Last date of correct answer submission is 7th September, 2023
3. Send a photo of correct answer on: newsletterabadicai@gmail.com

Note:
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Solution Crossword
Crossword No.- 005

Crossword No.- 005
Winners

1. CA. Hiren Pathak
2. CA. Ashok Jani
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