
From the Desk of Chairman 
First  of  all  I  express  my  sincere  gratitude  to  the  Esteemed  Members  of  this  Branch  and  to  my  

colleagues on the Executive Committee to serve this branch. I took 
over my charge on 29.02.2016 the day Finance Budget 2016-17 was 
presented by Mr. Arun Jaitley, the Hon’ble Finance Minister of India.

It gives me a pleasure to share my thoughts through this first ever E-
Newsletter. In this era of Hi-tech, it gives me a great satisfaction that 
soon your branch shall have its own fully functional website with apps 
on your Mobiles and E-Directory.

For Esteemed Members, the branch is going to conduct DISA classes 
from 6th June 2016 to 19th June 2016. The branch is also going to 

conduct certificate courses on Concurrent Audit of Banks & on 
Forensic Audit and Frauds. 

For  continuing  education  programme the  branch  has  already 
conducted seminar on Bank -Audit and Amendments in I.Tax. Now on 20th of May, 2016 when the 
Finance bill 2016 has been passed by Lok-Sabha, the Branch has scheduled seminars on Direct Taxes 
and in addition to on Goods & Service Tax. It shall remain our endeavour to keep the members as well 
as students update on various fields of knowledge to excel in profession.

On building part, the Executive Committee approached the Institute to settle various issues pending 
for lift, Auditorium and revised estimates. The authorities at ICAI has been kind  enough to depute an 
expert from Mumbai to resolve all these issues and soon the branch may get the revised grants to 
complete all these pending works. 

I  understand  that  our  professional  colleagues  have  lot  many  challenges  to  face  in  coming  times. 
Continuous growth of NPAs in bank is very alarming. Hope by now, my colleagues of this branch have 
done  an  excellent  job  to  maintain  transparency  while  conducting  the  bank  audits  and  thereby 
maintained the dignity of profession. Our Institute is a partner in nation building and I am sure that 
this Branch of the Institute shall be fulfilling and exhibiting its Excellency to prove so.

                       Warm Wishes    
                                                                                           CA. Ashwani Kumar Khajuria 

  

Secretary Message 
Respected Professional Colleagues 

I would like to convey my sincere gratitude to all the members of 
the Branch and the Managing Committee for imposing faith in me 
and giving me an opportunity to serve the Branch as Secretary. This 
is the first issue of E-Newsletter of J&K Branch of NIRC of ICAI 

and it has also been decided to issue the E-Newsletter on monthly 
basis.  Members of the Branch are requested to generously 

contribute articles on issue of relevance to the Members in Profession for printing in E-
Newsletter. 

In the initial Working days, Managing Committee’s main emphasis is on the maximum use of Branch 
Building at Canal Road, Jammu, which was lying vacant for some time. We are trying to increase the 
walk-in of Members and Students to the Newly Constructed Branch Building. We are also working for the early Start of Courses of 
Members as well as Students for which dates has been announced or to be announced within few days. DISA PT Batch, Certificate 
course on Concurrent Audit of Banks and Certificate Course on Forensic Accounting and Fraud Prevention will be conducted 
in the Branch building itself.  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Our  Managing  Committee  is  working  on  the  completion  of 
pending  work  of  the  Auditorium as  early  as  possible  so  that 
Seminars  and  Conferences  can  also  be  conducted  at  Branch 
Building. 

It gives me immense pleasure to announce that the Managing 
Committee is also working on to start the library for Students 
and Members soon.

Further  I  request  all  the  members  that  in  case  of  any 
s u g g e s t i o n  o r  q u e r y  yo u  c a n  m a i l  u s  a t 
jammu_kashmir@icai.org.

                   
Regards 

    CA. Ajay Kumar Gupta 
  

Applicability  of  Sec.  14A 
and its recent judgment 
Section 14A was introduced by Finance Act,  2001 W.e.f  from 
01.04.1962 to disallow the expenditure incurred for earning tax 

free income. Further rule 8D was 
introduced  with  effect  from  
24.03.2008 which provides for the 
procedure as to how expenditure 
claimed  for  earning  the  exempt 
income is to be disallowed. Three 
things are to be kept in mind i.e 
expenditure  incurred,  in  relation 
to,  and  income  which  does  not 

form  part  of  total  income.  Expenditure  incurred   includes 
expenditure  on  salaries  interest  rent  etc.  in  respect  of  which 
allowances  are provided for under sec. 30 to 37. For attracting  
Sec.14A then  has  to  be  approximate  cause  for  disallowance 
which  is  its  relationship  with  tax  exempt  income.  When  no 
expenditure  is  incurred  for  earning  tax  free  income  no 
disallowance can be made where the assessee has not sought any 
Income exemption, there can’t be disallowance of expenditure. 
Sec. 14A (2) was inserted by Finance Act 2006 with effect from 
asstt.  year  2007-08 Sec.  14A (2)  states  the manner/  guidelines 
prescribed for disallowance in cases where separate accounts are 
not available in respect of expenditure incurred  for earning tax 
free income. The Assessing Officer has to determine the amount 
of expenditure incurred in relation to exempt income & must  
record dissatisfaction with correctness of claim  of expenditure 
made by the assessee.  Rule  8D was  notified with effect  from 
24.03.2008 and has to apply with respect  to Asstt. year 2008-09. 
For the Asstt. Year 2007-08, the Assessing Officer has to involve 
the provisions of Sec. 14A(1)  ,  for which the Assessing Officer 
was duly bound to determine the expenditure which has been 
incurred with relation to income  which did not form or part of 
total  income under  the  Act  by  adopting  reasonable  basis,  or 
method consistent with all relevant facts & Circumstances.

Conclusion:- The basic reason for insertion of Sec. 14A is that 
certain  incomes  are  not  included  while  computing  the  total 
income as these are exempt under certain previous of the Act as 
has  been recently  held in  the case  of   The Punjab State  Co-
Operative  Milk  Federation   Ltd.  V/s  C.I.T Aaykar  Bhawan, 
Chandigarh.

CA. Sudhir Arora   

The  new Renault 
DUSTER is your 
l i c e n s e t o g o 
b e y o n d t h e 
boundaries. The 
iconic  stance is 
complemented by 
n e w d e s i g n 
d e t a i l s t h a t 
e n h a n c e i t s 
premium look. 
*Special Discount 
of Rs. 10000/- for 
C h a r t e r e d 
Accountants. 

�2

J&K BRANCH OF NIRC OF 

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 

(Set up by an Act of Parliament)  

Page 2NewsLetter Vol.  1  April 2016 For Private Circulation Only

*Disclaimer: The views expressed in the above article are purely the views of author & does not constitute the advice of branch.



Dear Esteemed Colleagues, 

It  is  indeed  a  great  honour  to  be  elected  as  the  Executive 
Member of the Jammu & Kashmir  Branch of NIRC of ICAI. I 
would like to extend my heartily gratitude to the members who 

have reposed confidence in me 
by  handing  o ver  th i s 
responsibility which I take with 
folded hands. My endeavour in 
future would be to work for the 
betterment  of  our  esteemed 
profession,  in  particularly, 
bridging  the  gap  between  the 
students  and  the  Branch.  I 
would try to work tirelessly for 
bringing new innovations to the 
functioning and participation of 
the  branch  at  various  forums. 
With this I once again take this 

opportunity to promise that I would leave no stone unturned in 
bringing forward my share of contribution for the betterment of 
the profession.

“The only thing standing between you and your goal is the stupid story 
you keep telling yourself as to why you can’t achieve it” 

                               Regards
          CA. Anish Abrol 

Make in India: Outsource 
from Jammu 
The  biggest  issue  in  J&K  is  the  lack  of  employment 
opportunities in the state. Political parties of the state have been 
falsely promising the non existing government jobs to the youth. 
J&K is likely to become an old age state as most of the youth are 
going  to  other  states  in  search  of  better  employment 
opportunities.  Even  the  professionals  like  fresh  CAs  and 
Advocates are not doing well as compared to their counterparts 
in neighbouring states. But we all  know for sure that the real 
solution lies  in  creating  a  viable  private  sector  for  generating 
employment opportunities. Industry has not been able to offer 
competitive  prices  due  to  various  issues  including  high 
transportation  cost  and  lacklustre  approach  of  state 
Government in promoting industry in the State. 

One  sector  which  holds  promise  for  J&K  is  IT and  BPO 
industry  due  to  availability  of  English  speaking  and technical 
manpower and low cost of operations as compared to tier 1cities. 
You will all agree that skilled youth from J&K is forced to shift 
to  other  places  in  search  of  employment  and  in  case 
employment  opportunities  are  available  in  the  state  they  will 
agree to work at a lesser salary resulting into viability for the 
companies.  Also  the  rentals  and  other  cost  of  operations  is 
almost 50% as compared to tier 1 cities.

Now we go into the challenges faced by companies in this sector 
in  the  past  few  years  resulting  into  slow  growth  despite 
availability of trained manpower and low cost of operations. In 
today’s date the technology from us and other countries moves 
to Delhi on the same day, but it took 8 years for mobile services 
from 31st July 1995 to 14th August 2003 to reach Jammu from 
Delhi.  Lease  line  which  is  the  back  bone  of  it  sector  was 
commercially launched by MTNL in various cities in June 2004 
but  after  a  gap of  10 years  we are  still  waiting  for  launch of 
commercial leased lines in most of the locations in Jammu city. 
Apart from this there have been disruptions in even SMS and 
other  services  resulting  into  lot  of  hardships.  Availability  of 
uninterrupted power and proper infrastructure are other major 
issues.

NASSCOM  President  late  CA.  Dewang  Mehta  who  was 
nominated  to  the  National  Task  Force  on  Information 
Technology  under  the  then  Prime  Minister,  Shri  Atal  Bihari 
Vajpayee had conducted a snap survey of manpower availability 
in J&K and was very optimistic about success of IT companies 
but due to lack of initiative from state government and other 
bottlenecks  &  hurdles  created  by  state  Government,  the 
initiative could not click. I suggest that a Task Force should be 
nominated to identify bottlenecks in the path of development of 
IT in  J&K and  to  recommend measures  to  remove  them. I 
would like to clarify that IT sector does not want any sops; this 
sector  can  survive  on  its  strengths.  They  only  want  the 
Government to remove the bottlenecks and I am sure Jammu 
will  become national hub of IT industry due to availability of 
trained manpower and low cost  of  operations.  As a  sequel  to 
make in India we should say outsource from Jammu.

CA. Pardeep Gandotra         
Email: capardeepgandotra@gmail.com 

Mobile:09419190248 
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RATES OF INCOME TAX, SURCHARGE ON INCOME TAX FOR ALL TYPES OF ASSESSEES 

RATES FOR CHARGING INCOME TAX IN CERTAIN CASES, DEDUCTING INCOME TAX FROM 
INCOME CHARGEABLE UNDER THE HEAD SALARIES AND COMPUTING ADVANCE TAX 

(As per Finance Bill 2016 as passed by LOK SABHA on 05.05.2016)
Income thresholds, basic tax rates and Education Cess 

The rates of Basic Tax, Education Cess and Higher Secondary Education Cess (Education Cess and 
Higher  Secondary  Education  Cess  collectively  referred  to  as  ‘Education  Cess’),  as  well  as  the  Basic 
Exemption Limits and the income slabs, have been kept unaltered for all Assessees other than Company.

The applicable Basic Exemption and Income Slabs as well as basic tax rates, are given in the below Table 
for your ready reference:

Total Income Tax Rate

All Individuals, HUF, AOP and BOI 
(except those stated below)

where the total income does not exceed Rs. 
2,50,000

Nil

where the total income exceeds Rs. 2,50,000 but 
does not exceed 
Rs. 5,00,000

10 per cent. of the amount by which the total 
income exceeds Rs. 2,50,000;

where the total income exceeds Rs. 5,00,000 but 
does not exceed 
Rs. 10,00,000

Rs. 25,000 plus 20 per cent. of the amount by 
which the total income exceeds Rs. 5,00,000;

where the total income exceeds Rs. 10,00,000 Rs. 1,25,000 plus 30 per cent. of the amount by 
which the total income exceeds Rs. 10,00,000.

Individuals, being resident, and 
above 60 years up to the age of 80 
years

where the total income does not exceed Rs. 
3,00,000

Nil

where the total income exceeds Rs. 3,00,000 but 
does not exceed 
Rs. 5,00,000

10 per cent. of the amount by which the total 
income exceeds Rs. 3,00,000;

where the total income exceeds Rs. 5,00,000 but 
does not exceed 
Rs. 10,00,000

Rs. 20,000 plus 20 per cent. of the amount by 
which the total income exceeds Rs. 5,00,000;

where the total income exceeds Rs. 10,00,000 Rs. 1,20,000 plus 30 per cent. of the amount by 
which the total income exceeds Rs. 10,00,000.

Individuals, being resident, and age 
80 years and above

where the total income does not exceed Rs. 
5,00,000

Nil

where the total income exceeds Rs. 5,00,000 but 
does not exceed 
Rs. 10,00,000

20 per cent. of the amount by which the total 
income exceeds Rs. 5,00,000;

where the total income exceeds Rs. 10,00,000 Rs. 1,00,000 plus 30 per cent. of the amount by 
which the total income exceeds Rs. 10,00,000.
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Surcharge on income-tax (on assesses other than companies)
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or the provisions of section 111A or 
section 112 of the Income-tax Act, shall, in the case of every local authority, having a total income exceeding one crore rupees, be 
increased by a surcharge for the purposes of the Union calculated at the rate of twelve per cent of such income-tax:

Provided that in the case of local authority mentioned above having total income exceeding one crore rupees, the total amount payable 
as income-tax and surcharge on such income shall not exceed the total amount payable as income-tax on a total income of one crore 
rupees by more than the amount of income that exceeds one crore rupees.

Surcharge on income-tax (on companies)

The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or the provisions of section 111A or 
section 112 of the Income-tax Act, shall, be increased by a surcharge for the purposes of the Union calculated,—

(i) in the case of every domestic company,––

(a) having a total income exceeding one crore rupees, but not exceeding ten crore rupees, at the rate of seven per cent of such income 
tax; and

(b) having a total income exceeding ten crore rupees, at the rate of twelve per cent of such income-tax;
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Total Income Tax Rate

In case of every Co-operative 
Society

where the total income does not exceed Rs.
10,000

10% of the total income

where the total income exceeds Rs.10,000 but 
does not exceed 
Rs. 20,000

Rs.1,000 plus 20 per cent. of the amount by which 
the total income exceeds Rs.10,000;

where the total income exceeds Rs. 20,000 Rs. 3,000 plus 30 per cent of the amount by which 
the total income exceeds Rs. 20,000.

In case of every firm On the whole of the total income 30% of the total income

In case of every local authority On the whole of the total income 30% of the total income

In case of a company In the case of a domestic company 30% of the total income

In the case of a company other than a domestic 
company,— 

(i) on so much of the total income as consists of,
— 
 (a) royalties received from Government or an 
Indian concern in pursuance of an agreement 
made by it with the Government or the Indian 
concern after the 31st day of March, 1961 but 
before the 1st day of April, 1976; or 
(b) fees for rendering technical services received 
from Government or an Indian concern 
in pursuance of an agreement made by it with the 
Government or the Indian concern after the 29th 
day of February, 1964 but before the 1st day of 
April, 1976, and where such agreement has, in 
either case, been approved by the Central 
Government 

(ii) on the balance, if any, of the total income

50%  

40%  
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(ii) in the case of every company other than a domestic company,––

(a) having a total income exceeding one crore rupees but not exceeding ten crore rupees, at the rate of two per cent of such income-tax; 
and 

(b) (b) having a total income exceeding ten crore rupees, at the rate of five per cent of such income-tax:

Provided that in the case of every company having a total income exceeding one crore rupees but not exceeding ten crore rupees, the 
total amount payable as income-tax and surcharge on such income shall not exceed the total amount payable as income-tax on a total 
income of one crore rupees by more than the amount of income that exceeds one crore rupees:

Provided further that in the case of every company having a total income exceeding ten crore rupees, the total amount payable as 
income-tax and surcharge on such income shall not exceed the total amount payable as income-tax and surcharge on a total income of 
ten crore rupees by more than the amount of income that exceeds ten crore rupees.

RATES FOR CHARGING INCOME-TAX IN CERTAIN CASES, DEDUCTING INCOME-TAX 
FROM INCOME CHARGEABLE UNDER THE HEAD “SALARIES” AND COMPUTING 
“ADVANCE TAX”
In cases in which income-tax has to be charged under sub-section (4) of section 172 of the Income-tax Act or sub-section (2) of section 174 
or section 174A or section 175 or sub-section (2) of section 176 of the said Act or deducted from, or paid on, from income chargeable under 
the head “Salaries” under section 192 of the said Act or in which the “advance tax” payable under Chapter XVII-C of the said Act has to 
be computed at the rate or rates in force, such income-tax or, as the case may be, “advance tax” [not being “advance tax” in respect of any 
income chargeable to tax under Chapter XII or Chapter XII-A or income chargeable to tax under section 115JB or section 115JC or 
Chapter XII-FA or Chapter XII- FB  or sub-section (1A) of section 161 or section 164 or section 164A or section 167B of the Income-
tax Act at the rates as specified in that Chapter or section or surcharge, wherever applicable, on such “advance tax” in respect of any 
income chargeable to tax under section 115A or section 115AB or section 115AC or section 115ACA or section 115AD or section 115B or 
section 115BA or section 115BB or section 115BBA or section 115BBC or section 115BBD or section 115BBDA or section 115BBE or section 
115BBF or section 115E or section 115JB or section 115JC] shall be charged, deducted or computed at the following rate or rates:— 

Paragraph A 

(I) In the case of every individual other than the individual referred to in items (II) and (III) of this Paragraph or Hindu undivided 
family or association of persons or body of individuals, whether incorporated or not, or every artificial juridical person referred 
to in sub-clause (vii) of clause (31) of section 2 of the Income-tax Act, not being a case to which any other Paragraph of this Part 
applies,—                                                                      Rates of income-tax

(II) In the case of every individual, being a resident in India, who is of the age of sixty years or more but less than eighty years at any time 
during the previous year,—                                 Rates of income-tax
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(1) where the total income does not exceed Rs. 2,50,000 Nil;

(2) where the total income exceeds Rs. 2,50,000 but does not 
exceed 
Rs. 5,00,000

10 per cent. of the amount by which the total income 
exceeds 
Rs. 2,50,000;

(3) where the total income exceeds Rs. 5,00,000 but does not 
exceed 
Rs. 10,00,000

Rs. 25,000 plus 20 per cent. of the amount by which the 
total income exceeds Rs. 5,00,000;

(4) where the total income exceeds Rs. 10,00,000 Rs. 1,25,000 plus 30 per cent. of the amount by which 
the total income exceeds Rs. 10,00,000. 

(1) where the total income does not exceed Rs. 3,00,000 Nil;

(2) where the total income exceeds Rs. 3,00,000 but does not 
exceedRs. 5,00,000

10 per cent. of the amount by which the total income 
exceeds Rs. 3,00,000;

(3) where the total income exceeds Rs. 5,00,000 but does not 
exceed 
Rs. 10,00,000

Rs. 20,000 plus 20 per cent. of the amount by which the 
total income exceeds Rs. 5,00,000.

(4) where the total income exceeds Rs. 10,00,000 Rs. 1,20,000 plus 30 per cent. of the amount by which 
total amount exceeds Rs. 10,00,000.
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(III) In the case of every individual, being a resident in India, who is of the age of eighty years or more at any time during the previous 
year,— Rates of income-tax 

Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or the provisions of section 
111A or section 112 of the Income-tax Act, shall, in the case of every individual or Hindu undivided family or association of persons or 
body of individuals, whether incorporated or not, or every artificial juridical person referred to in sub-clause (vii) of clause (31) of 
section 2 of the Income-tax Act, having a total income exceeding one crore rupees, be increased by a surcharge for the purposes of the 
Union calculated at the rate of fifteen per cent. of such income-tax:

Provided that in the case of persons mentioned above having total income exceeding one crore rupees, the total amount payable as 
income-tax and surcharge on such income shall not exceed the total amount payable as income-tax on a total income of one crore 
rupees by more than the amount of income that exceeds one crore rupees.

 Paragraph B 

In the case of every co-operative society,— 

Rates of income-tax 

Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or the provisions of section 
111A or section 112 of the Income-tax Act, shall, in the case of every co-operative society, having a total income exceeding one crore 
rupees, be increased by a surcharge for the purposes of the Union calculated at the rate of twelve per cent. of such income-tax:

Provided that in the case of  every co-operative society mentioned above having total income exceeding one crore rupees, the total 
amount payable as income-tax and surcharge on such income shall not exceed the total amount payable as income-tax on a total income 
of one crore rupees by more than the amount of income that exceeds one crore rupees.
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(1) where the total income does not exceed Rs. 5,00,000 Nil;

(2) where the total income exceeds Rs. 5,00,000 but does not 
exceed Rs. 10,00,000 

20 per cent. of the amount by which the total income exceeds 
Rs. 5,00,000; 

(3) where the total income exceeds Rs. 10,00,000 Rs. 1,00,000 plus 30 per cent. of the amount by which the 
total income exceeds Rs. 10,00,000. 

(1) where the total income does not exceed Rs. 10,000 10 per cent. of the total income;

(2) where the total income exceeds Rs. 10,000 but does not 
exceed 
Rs. 20,000

Rs. 1,000 plus 20 per cent. of the amount by which the 
total income exceeds Rs. 10,000;

(3) where the total income exceeds Rs. 20,000 Rs. 3,000 plus 30 per cent. of the amount by which the 
total income exceeds Rs. 20,000.

*Disclaimer: The views expressed in the above article are purely the views of author & does not constitute the advice of branch.
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                                       Paragraph C  
In the case of every firm,— 

Rate of income-tax 

Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or the provisions of section 
111A or section 112 of the Income-tax Act, shall, in the case of every firm, having a total income exceeding one crore rupees, be 
increased by a surcharge for the purposes of the Union calculated at the rate of twelve per cent. of such income-tax:

Provided that in the case of every firm mentioned above having total income exceeding one crore rupees, the total amount payable as 
income- tax and surcharge on such income shall not exceed the total amount payable as income-tax on a total income of one crore 
rupees by more than the amount of income that exceeds one crore rupees.
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     Paragraph D

In the case of every local authority,— 

Rate of income-tax 

                                                                       

Surcharge on income-tax
The amount of income-tax computed in accordance with the preceding provisions of this Paragraph, or the provisions of section 
111A or section 112 of the Income-tax Act, shall, in the case of every local authority, having a total income exceeding one crore rupees, 
be increased by a surcharge for the purposes of the Union calculated at the rate of twelve per cent.of such income-tax:

Provided that in the case of every local authority mentioned above having total  income exceeding one crore rupees,  the total 
amount payable as income-tax and surcharge on such income shall not exceed the total amount payable as income-tax on a total income 
of one crore rupees by more than the amount of income that exceeds one crore rupees.

  

Paragraph E 

In the case of a company,— 

 Rates of income-tax

I. In the case of a domestic company,— 
(i) where its total turnover or the gross receipt in the previous year 2014-15 
does not exceed five crore rupees;

(ii) other than that referred to in item (i)

II. In the case of a company other than a domestic company—  

(i) on so much of the total income as consists of,—

(a)  royalties received from Government or an Indian concern in 
pursuance of an agreement made by it with the Government or 
the Indian concern after the 31st day of March, 1961 but before 
the 1st day of April, 1976; or

(b)  fees for rendering technical services received from Government 
or an Indian concern in pursuance of an agreement made by it with 
the Government or the Indian concern after the 29th day of 
February, 1964 but before the 1st day of April, 1976,

and where such agreement has, in either case, been approved by 
the Central Government

(ii) on the balance, if any, of the total income

29 per cent. of the total income;

30 per cent. of the total income;

50 per cent.;

40 per cent. 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*Disclaimer: The views expressed in the above article are purely the views of author & does not constitute the advice of branch.

J&K BRANCH OF NIRC OF 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 

(Set up by an Act of Parliament)  

Page 9NewsLetter Vol.  1  April 2016 For Private Circulation Only



INSTITUTIONAL  INVESTMENTS  IN  INDIA :  A 
RE SULT  OF  VIGILANT  CAPITALISM  AND 
POLICY REFORMS   
     Gone are the days when economic stability on a macro level 
in India was considered to be a far thought and vulnerable to its 

core .  Qui te  recent l y 
Capitalism  was  looked 
down  upon  in  India;  all 
thanks  to  an  e ver 
regressive Left and an ever 
ineffective  Centre  which 
were  c r i t i ca l l y 
instrumental and hell-bent 
in  ensuring  that  business 
became a bad word. With 
the emergence of the new 
regime at  the  centre,  our 
countr y  ha s  seen  a 
paradigm  shift  in  the 
s t r uctura l  a s  we l l  a s 
elementary foundations of 
Economy & Finance.  The 

dynamics  of  the  market 
operations have become so favourable that today India is seen as 
a lucrative Investment Destination. 

People want to Invest in India as India right now is giving 
relatively Higher Rate of Returns in comparison to all the 
Developed and Developing economies. 

According  to  Investment  &  Technology  Promotion  Division, 
Ministry of External Affairs, Govt of India, Investors are very 
optimistic  about  the  growth  sentiment  that  surrounds  the 
Financial  Markets  in  India  at  this  juncture.  People  want  to 
Invest in India as India right now is giving relatively Higher Rate 
of Returns in comparison to all  the Developed & Developing 
economies.  With the correction in  policies,  announcement of 
various reforms and easing of procedures by the newly elected 
political regime at the centre, the world today sees India as a 
structural  bull  market  which is  poised to  become the second 
best financial ecosystem option after the U.S.

In the last year, FII’s invested a net of US$ 89.50 billion out of 
which 63.91% was invested in Debt which meant that the FII’s 
had a fairly stretched horizon while investing in India. In private 
equity a total of 91 deals worth US$ 1.43 billion were reported in 
November  2015.Furthermore,  Indian  companies  signed  M&A 
deals worth US$ 31.16 billion during January-November 2015.  

With the ever encouraging business environment in the country 
right  now,  India  aims  to  become  world  leader  in  Start  up’s, 
Venture  Capital  Investments  and  Seed  Funding.  Right  from 
streamlining  the  unorganised  labour  market  to  providing 
funding  to  the  budding  entrepreneurs  to  correcting  various 
Direct /Indirect  tax  l aws  to  redes igning  po l ic ies  to 
comprehending procedures this government is doing a lot on all 
the fronts to lure investments into the country riding on the 
back of supporting “aggressive but vigilant” capitalism. If India 
is to replace China it will have to replicate and innovate in all 
the  fields  of  manufacturing,  skilled  human  resource  and  cost 
effective delivery models.  Indian entrepreneurs would have to 
innovate in the field of revenue model discoveries, cost effective 
production and sustained quality output if they want to compete 
with the global players at the international arena.

The world right now sees India as a blend of demographically 
diversified young nation which has got technological accuracies 
with  business  acumen.  The  government  is  just  providing  a 
structural platform where the investors can meet the resources 
which  could  further  churn  a  profitable  equation.  With  the 
balancing of budget going in Government’s favour supported by 
a  dip  in  the  International  Oil  Prices  and Rollback of  various 
subsidies, managing fiscal deficit is not going to be a headache 
for  the  government  anymore.  The  government  is  also 
disinvesting  in  a  lot  of  PSU’s  which in  turn is  adding  to  the 
revenue kitty  and indeed helping the capitalism steer  further. 
Also a large scale of infrastructure building is not only attracting 
financial  tourists  in  the  countr y  but  giving  enduring 
sustainability  to  the  idea  of  employment  generation  and cost 
effectiveness  in  the  long  run.  Asset  creation,  operation  and 
transfer are also among the many outputs delivered as a result of 
policy reforms.

Hence, it would not be wrong to say that given the planned & 
professional  handling  of  various  variables  the  future  of 
capitalism is safe in India and this capitalism would draw a lot of 
growth & investments into the country. 

Anti-capitalism debate is so overrated. 

  CA. Akhileshwar Salathia 
consultcaakhilesh@gmail.com 

(The author is an Associate Member of the Institute, Masters in Commerce & Masters in Business Administration.)  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Companies (Auditors 
Report) Order ,  2016 
The Central Government, in exercise of the powers conferred, 
under subsection (11) of section 143 of the Companies Act, 2013* 

(hereinafter  referred 
to as “the Act”), issued 
the  Companies 
(Auditor ’s  Report ) 
Order,  2016,  (CARO, 
2016/  “the  Order”) 
vide  Order  No.  S.O. 
1228(E)  dated  29th 
March,  2016.  CARO, 
2016  contains  certain 
matters on which the 
auditors of companies 
(except  o f  those  
ca tegor ie s  o f 
companies  which  are 

specifically  exempted  under 
the  Order)  have  to  make  a 

statement in their audit report. 

Applicability of the Order 

Companies Covered by the Order 
The Order applies to all companies except certain categories of 
companies  specifically  exempted  from the  application  of  the 
Order. 

The Order also applies to foreign companies as defined in clause 
(42) of section 2 of the Act. According to the aforesaid section, a 
“foreign company” means: -

“Any  company  or  body  corporate  incorporated  outside  India 
which –

• has a place of business in India whether by itself or through an 
agent, physically or through electronic mode; and

• Conducts any business activity in India in any other manner.”

In the case of  a  foreign company,  wherever  under any of  the 
provisions of the Act, an audit under Chapter X of the Act is 
required to be carried out, the Order would be applicable.

The Order  is  also  applicable  to  the  audits  of  branch(es)  of  a 
company since sub-section 8 of section 143 of the Act read with 
Rule  12  of  the  Companies  (Audit  and  Auditors)  Rules,  2014 
clearly  specifies  that  a  branch auditor  has  the same duties  in 
respect  of  audit  as  the  company’s  auditor.  It  is,  therefore, 
necessary  that  the  report  submitted  by  the  branch  auditor 
contains a statement on all the matters specified in the Order, as 

applicable to the company, except where the company is exempt 
from the  applicability  of  the  Order,  to  enable  the  company’s 
auditor  to  consider  the  same  while  complying  with  the 
provisions of the Order.

Companies Not Covered by the Order 
The Order provides that it shall not apply to: -

(i) a banking company as defined in clause (c) of section 5 
of the Banking Regulation Act, 1949 (10 of 1949);

(ii) an insurance company as defined under the Insurance 
Act, 1938 (4 of 1938);

(iii) a company licensed to operate under section 8 of the 
Act;

(iv) a One person Company as defined under clause (62) of 
section  2  of  the  Act  and  a  Small  Company  as  defined  under 
clause (85) of the section 2 of the Act;  and

(v) a  private  limited  company,  not  being  a  subsidiary  or 
holding company of a public company, having a paid-up capital 
and reserves and surplus not more than rupees one crore as on 
the balance sheet date and which does not have total borrowings 
exceeding  rupees  one  crore  from  any  bank  or  financial 
institution at  any point  of  time during the financial  year  and 
which does not have a total revenue as disclosed in Schedule III 
to  the Act,  (including revenue from discontinuing operations) 
exceeding rupees ten crores during the financial year as per the 
financial statements.

The applicability of the Order would be based on the status of 
the company as at the balance sheet date. It may also be noted 
that in case a company is covered under the definition of small 
company, it will remain exempted from the applicability of the 
Order  even  if  it  falls  under  any  of  the  criteria  specified  for 
private  company.  The  specific  exemption  under  the  Order  is 
given  to  companies  licensed  under  section  8  of  the  Act. 
However,  it  would  appear  that  in  view  of  the  provisions  of 
section  465  of  the  Act,  the  exemption  would  also  extend 
companies  licensed  to  operate  under  section  25  of  the 
Companies Act 1956.

A private  limited  company,  in  order  to  be  exempt  from the 
applicability  of  the  Order,  must  satisfy  all  the  conditions 
mentioned above collectively. In other words, even if one of the 
conditions is not satisfied, a private limited company’s auditor 
has to report on the matters specified in the Order.

Auditor's  Report  to  Contain  Matters  Specified  in 
Paragraphs 3 and 4 of the Order 

Every report made by the auditor under section 143 of the Act 
on the accounts of every company audited by him, to which this 

�11

CA. Ram Kumar Gupta

J&K BRANCH OF NIRC OF 

THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 

(Set up by an Act of Parliament)  

Page 11NewsLetter Vol.  1  April 2016 For Private Circulation Only

*Disclaimer: The views expressed in the above article are purely the views of author & does not constitute the advice of branch.



Order applies, for the financial year commencing on or after 1st 
April  2015  shall,  in  addition,  contain  the  matters  specified in 
paragraphs  3  and  4  of  the  Order  as  may  be  applicable. 
Accordingly the reporting under this Order shall be applicable 
for the financial year 2015-16 and onwards. In case the auditor 
has to report on the financial statements for the financial year 
prior  to  2015-16,  then  the  relevant  earlier  Order  shall  be 
applicable. The Order specifically provides that it shall not apply 
to the auditor’s report on consolidated financial statements. 

The matters to be included in the auditor’s report are specified 
in paragraph 3 of the Order. It has sixteen clauses in all.  The 
auditor’s  report  on the  accounts  of  a  company to  which this 
Order applies shall include a statement on the following matters, 
namely:-

(i) Whether  the  company  is  maintaining  proper  records 
showing  full  particulars,  including  quantitative  details  and 
situation of fixed assets;

(a) whether  these  fixed  assets  have  been  physically 
verified by the management at reasonable intervals; 
whether any material discrepancies were noticed on 
such verification and if so, whether the same have 
been properly dealt with in the books of account;

(b) Whether  the  title  deeds  of  immovable  properties 
are held in the name of the company. If not, provide 
the details thereof;

(ii) Whether  physical  verification  of  inventory  has  been 
conducted  at  reasonable  intervals  by  the  management  and 
whether  any  material  discrepancies  were  noticed  and  if  so, 
whether  they  have  been  properly  dealt  with  in  the  books  of 
account;

(iii) Whether the company has granted any loans, secured or 
unsecured to companies, firms, Limited Liability Partnerships or 
other parties covered in the register maintained under section 
189 of the Companies Act, 2013. If so,

(a) whether the terms and conditions of the grant of 
such loans are not prejudicial to the company’s 
interest;

(b) whether the schedule of repayment of principal 
and payment of interest has been stipulated and 
whether the repayments or receipts are regular;

(c) if the amount is overdue, state the total amount 
overdue for more than ninety days, and whether 
reasonable  steps  have  been  taken  by  the 
company  for  recovery  of  the  principal  and 
interest;

(iv) In  respect  of  loans,  investments,  guarantees,  and 
security whether provisions of section 185 and 186 of the
Companies Act, 2013 have been complied with. If not, provide 
the details thereof.

(v) In  case,  the company has  accepted deposits,  whether 
the  directives  issued  by  the  Reserve  Bank  of  India  and  the 
provisions of sections 73 to 76 or any other relevant provisions of 
the Companies Act, 2013 and the rules framed thereunder, where 
applicable, have been complied with? If not, the nature of such 
contraventions  be  stated;  If  an  order  has  been  passed  by 
Company  Law Board  or  National  Company  Law Tribunal  or 
Reserve  Bank  of  India  or  any  court  or  any  other  tribunal, 
whether the same has been complied with or not?

(vi) Whether  maintenance  of  cost  records  has  been 
specified by the Central  Government under sub-section (1)  of 
section  148  of  the  Companies  Act,  2013  and  whether  such 
accounts and records have been so made and maintained.

(vii) (a)  whether  the  company  is  regular  in  depositing 
undisputed statutory dues including provident fund, employees’ 
state  insurance,  income-tax,  sales-tax,  service  tax,  duty  of 
customs,  duty  of  excise,  value  added  tax,  cess  and  any  other 
statutory  dues  to  the  appropriate  authorities  and  if  not,  the 
extent of the arrears of outstanding statutory dues as on the last 
day of the financial year concerned for a period of more than six 
months from the date they became payable, shall be indicated;

(b) where dues of income tax or sales tax or service tax or duty of 
customs  or  duty  of  excise  or  value  added  tax  have  not  been 
deposited on account of any dispute, then the amounts involved 
and the forum where dispute is pending shall be mentioned. (A 
mere representation to the concerned Department shall not be 
treated as a dispute).

(viii) Whether the company has defaulted in repayment of 
loans or borrowing to a financial institution, bank, Government 
or dues to debenture holders? If yes, the period and the amount 
of default to be reported (in case of defaults to banks, financial 
institutions,  and  Government,  lender  wise  details  to  be 
provided).

(ix) Whether moneys raised by way of initial public offer or 
further public offer (including debt instruments) and term loans 
were applied for the purposes for which those are raised. If not, 
the  details  together  with  delays  or  default  and  subsequent 
rectification, if any, as may be applicable, be reported;

(x) Whether any fraud by the company or any fraud on the 
Company  by  its  officers  or  employees  has  been  noticed  or 
reported  during  the  year;  If  yes,  the  nature  and  the  amount 
involved is to be indicated;
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(xi) Whether  managerial  remuneration  has  been  paid  or 
provided in accordance with the requisite approvals mandated 
by the provisions of  section 197 read with Schedule V to the 
Companies  Act?  If  not,  state  the  amount  involved  and  steps 
taken by the company for securing refund of the same;

(xii) Whether  the  Nidhi  Company has  complied  with  the 
Net Owned Funds to Deposits in the ratio of 1: 20 to meet out 
the liability and whether the Nidhi Company is maintaining ten 
per cent unencumbered term deposits as specified in the Nidhi 
Rules, 2014 to meet out the liability;

(xiii) Whether all transactions with the related parties are in 
compliance with sections 177 and 188 of Companies Act,  2013 
where  applicable  and  the  details  have  been  disclosed  in  the 
Financial  Statements  etc.,  as  required  by  the  applicable 
accounting standards;

(xiv) Whether  the  company  has  made  any  preferential 
allotment  or  private  placement  of  shares  or  fully  or  partly 
convertible debentures during the year under review and if so, as 
to whether the requirement of section 42 of the Companies Act, 
2013 have been complied with and the amount raised have been 
used for the purposes for which the funds were raised. If not, 

provide the details in respect of the amount involved and nature 
of non-compliance.

(xv) Whether the company has entered into any non-cash 
transactions with directors or persons connected with him and if 
so, whether the provisions of section 192 of Companies Act, 2013 
have been complied with;

(xvi) Whether  the  company  is  required  to  be  registered 
under section 45-IA of the Reserve Bank of India Act, 1934 and 
if so, whether the registration has been obtained.

Paragraph 4.  Reasons to be stated for unfavourable or 
qualified answers.- 

(1) Where, in the auditor’s report, the answer to any of the 
questions referred to in paragraph 3 is unfavourable or qualified, 
the  auditor ’s  report  shall  also  state  the  basis  for  such 
unfavourable or qualified answer, as the case may be.

(2) Where the auditor is unable to express any opinion on 
any specified matter, his report shall indicate such fact together 
with the reasons as to why it is not possible for him to give his 
opinion on the same. 

Regards 
CA. Ram Kumar Gupta 

ramgupta1975@yahoo.com 

�13
*Disclaimer: The views expressed in the above article are purely the views of author & does not constitute the advice of branch.

J&K BRANCH OF NIRC OF 
THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA 

(Set up by an Act of Parliament)  

Page 13NewsLetter Vol.  1  April 2016 For Private Circulation Only

mailto:ramgupta1975@yahoo.com


�14

Changes in TDS rates and threshold limits 
w.e.f.  01.06.2016 (As per Finance Bill, 2016 
passed by Lok Sabha on 05.05.2016)

Sr. No Section Provision Existing provision Proposed amendment 

1. 192A Payment of accumulated balance from provident 
fund account

No TDS if payment does not exceed 
Rs.30000

No TDS if payment does not exceed Rs.50000.

2. 194B Winnings from Horse Race No TDS if payment does not exceed 
Rs.5000

No TDS if payment does not exceed Rs.10000.

3. 194C Payments to contractors No TDS if payment does not exceed 
Rs.75000

No TDS if payment does not exceed Rs.100000.

4. 194D Payment of Insurance commission No TDS if payment does not exceed 
Rs.20000

Rate of TDS 10%

No TDS if payment does not exceed Rs.15000.

Rate of TDS 5%

5. 194EE Payments in respect of NSS Deposits Rate of TDS 20% Rate of TDS 10%

6 194G Commission on sale of lottery tickets No TDS if payment does not exceed 
Rs.1000
Rate of TDS: 10%

No TDS if payment does not exceed Rs.15000.
Rate of TDS 5%

7. 194H Commission or brokerage No TDS if payment does not exceed 
Rs.5000
Rate of TDS: 10%

No TDS if payment does not exceed Rs.15000.
Rate of TDS 5%

8. 194-I Deduction of tax from payment of rent No TDS if payment does not exceed 
Rs.180000.

No TDS even if payment exceeds Rs.180000 provided 
landlord furnishes to the payer a self -declaration in 
prescribed Form no. 15G/15H

9. 194LA Payment of compensation on acquisition of certain 
immovable property

No TDS if payment does not exceed 
Rs. 200000

No TDS if payment does not exceed Rs.250000.

10 194LLB Income in respect of units of investment funds Rate of TDS 10% Rate of TDS
a) 10% in case resident
b) Rates in force in case of non-resident

11 194LBC Any payment to an investor in respect of an 
investment in a securitisation trust (specified in 
explanation of section 115TCA)

Rate of TDS
a) 25% in case of resident individual or HUF
b) 30% in case of other resident payee
c) Rates in force in case of non-resident

12 206AA Exemption from requirement of furnishing PAN to 
certain non-resident.

Exemption from section 206AA was 
allowed only in case of payment of 
interest on long term bonds as referred 
to in section 194LC

Section 206AA is proposed to be amended to provide 
exemption from withholding at higher rate in case of other 
payments made to non-resident as well subject to certain 
conditions as may be prescribed. 

13. 206C(1D) Collection of TCS Collection of TCS at 1% in case of:
a) Purchase of motor vehicle, if value thereof 

exceeds Rs. 10 lakhs.
b) Purchase of any good or service, if value thereof 

exceeds Rs. 2 lakhs and the payment thereof is 
made in case.

CA. Rakesh Kumar Gupta 
rakesh93301@yahoo.co.in

*Section 194K:  Income in respect of Units and Section 194L: Payment of Compensation on acquisition of Capital Asset 
shall be omitted w.e.f. 01.06.2016
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*Photographs from Seminar held at Hotel Asia on Bank Audit and Budget 2016
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Members of the Branch are requested to generously contribute articles on issue of relevance to the Members in 
Profession for printing in E-Newsletter before the last day of the month at following mail id: 
jammu_kashmir@icai.org
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