ORACLE

MANGALURU BRANCH (SIRC) B N EWSLETTER

VOLUME 01 | ISSUE 11 | DECEMBER 2024 - JANUARY 2025 | MANGALURU

YNFERENCE e, THE INSTITUTE OF CHARTERED ACCOUNTANTS OF INDIA

S W (SET UP BY AN ACT OF PARLIAMENT)

CY, SHAPING FUTURE




From the desk of the Chairman

CA. Gautham Pai D.
Chairman - ICAI Mangaluru i

Dear Members,

.- D
A s we approach the end of the year, it’s a time to reflect on the journey we've taken and to set
our sights on the opportunities the new year holds. I extend my heartfelt wishes to each one of you

for a very Happy and Prosperous New Year 2025!

Looking back, the year 2024 has been a highly rewarding and eventful year for the Mangaluru
Branch. We have successfully organized a wide array of events, each catering to the diverse needs
of our members, ranging from Study Circles, Half Day Seminars, and One Day Seminars to
Workshops, Certificate Courses, and even an International Study Tour. With each initiative, we
have aimed to provide our members with the utmost exposure and valuable experiences.

December was no different, as we kicked off with a Half Day Seminar on the GST Amnesty
Scheme and the much-discussed Safari Retreat Verdict, delivered by CA. Jatin Christopher. The
highlight of the month was undoubtedly the National Conference, which was hosted with great
grandeur and pomp. From esteemed guests to top-tier session speakers, the event provided our
members with two full days of enriching discussions and takeaways. The Cultural Extravaganza, a
hallmark of the Mangaluru Conference, lived up to its reputation with stellar performances that
wowed the attendees. Feedback from delegates has confirmed that the conference was an
exceptional experience—a true reflection of the effort put into making it a complete package.

Additionally, we held two outreach programs in December. The first was a joint event with
KCCI Mangaluru on the Declaration of Foreign Income & Assets, and the second was in
collaboration with the Income Tax Department on the Vivad Se Vishwas Scheme. Both programs
saw strong participation and provided our members with useful insights.

Our educational initiatives continued with the launch of the 3rd batch of the AICA Level 1
Certificate Course in Mangaluru, which attracted over 60 participants. We are grateful for the
enthusiasm and quality of participation from all involved.

This month also saw interactive meetings with key figures such as the Honorable Police
Commissioner, the Vice Chancellor of Mangaluru University, and the faculty and students at
Srinivas University. These discussions will help us strengthen our outreach and collaboration with
various institutions.

On the election front, we congratulate the newly elected members to the Central Council of
ICAI and the Regional Council. We look forward to their continued support and guidance. As we
move into the New Year, our own Branch elections are scheduled for January 24th, 2025, and we
invite you to submit your nominations to join the Managing Committee and contribute to the
growth of our branch.

In closing, I want to express my gratitude to each one of you for your unwavering support
throughout the year. I look forward to another year of success and progress, and I encourage you
all to stay engaged as we continue to serve the interests of our members.

With warm regards and best wishes for the New Year!

CA. Gautham Pai D.
Chairman - ICAI Mangaluru
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Section 154 of the Income tax Act, 1961

CA. Ankush Shetty

Section 154 of the Income tax Act, 1961 (Section 35 of the erstwhile Income tax Act,1922) is a sec-
tion that acknowledges the adage - "To err is human'. This section empowers an Income tax
Authority (referred to in Section 116) to make an amendment in any of the following documents,
subsequent to the discovery of a ‘mistake apparent from record’:

a.Any order passed by an Income tax authority under the provisions of the Act;
b. Any intimation or deemed intimation under Section 143(1);

c.Any intimation under section 200A(1);

d. Any intimation under Section 206CB(1).

Before we proceed to discuss the section in detail, one must understand that the only authority
which can rectify the order under this section is the authority which passed the order in the first
place, and no other. Further, if any matter has been considered and decided in any proceeding by
way of appeal or revision concerning an order referred above, the authority passing such order is
empowered to amend the order in relation to matters, excluding the ones which have been so con-
sidered and decided.

It is also worthwhile to note that the power conferred by this Section is to only enable the author-
ities to rectify the mistakes that are apparent’ from record. It becomes important, therefore, for
one to understand the categories of ‘mistake’ that the Legislature construes to be ‘apparent’, while
also trying to understand the phrase ‘from the record’ under this section. In the ensuing para-
graphs, I have made a humble attempt to delve into these intricacies.

Mistake apparent from record:

While it is important to understand the ‘mistakes’ that can be rectified under Section 154, it is
equally important to understand scenarios that do not fall under the purview of rectification
under this section. Below are few of the principles established over time through the decisions of
the judicature:

- For a mistake to be rectified under Section 154, it should be obvious, clear, and patent and
should not involve two opinions.1

- Rectification u/s 154 cannot be sought on the basis of retrospective amendments in law.2

- If law confers discretionary powers upon a taxing authority for the imposition of a liability, and
the taxing authority has not imposed such liability, the court would rather lean in favour of the
view that the taxing authority had exercised its discretion rather than the view that it had over-
looked the law3, thereby not permitting a rectification under Section 154 since, it does not qualify
as a ‘mistake apparent from record’.
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- When there is a conflict of opinion among benches of a Court, the Assessing Officer cannot exer-
cise jurisdiction for rectification under Section 154.4

- Where the High Court has found the matter to be a substantial question of law, it requires con-
sideration of rival arguments and examination of pros and cons of rival contentions. Therefore,
such matters do not fall under the purview of a ‘mistake apparent from record’ which could be
rectified under Section 154.5

- A rectification that was made at a time when the issue was debatable will not be upheld/validat-
ed by a subsequent decision of the Supreme court, settling the issue.6 However, if the subsequent
decision of the Supreme court was based on a prior decision of the Supreme court, it was held that
the question was not debatable even before the later decision of the Supreme Court.7

- Submission of corroborative evidence with the application for rectification requires investiga-
tions and verification and as such the same is outside the purview of provisions of section 154 of
the Act.8 Below is an illustrative list of scenarios that qualify as ‘mistake apparent from record’
under section 154:

a.A clerical or arithmetical mistake.

b. Incorrect computation of cost of acquisition of a depreciable asset.

c.Not following a binding decision of the special bench of the ITAT.

d. Levy of tax under a statutory provision which is subsequently held by the Supreme Court to be
inoperative and ineffective.

e.Assessment or order, which on the basis of the decision of the Supreme court or appropriate
High Court is found to be erroneous or time barred.

f. Overlooking a mandatory provision of law which leaves no option or discretion to the taxing au-
thority- e.g omission to charge tax, surcharge or interest, or miscalculating interest.

- Understanding the phrase ‘from the Record’ under section 154 - Now that we have an elementary
understanding of what constitutes a ‘mistake apparent’, let us try and understand the significance
of the phrase “from the record’ used in the section. Below is the essence of a few judgements that
elucidate the meaning of this phrase:

- An order for rectification for an earlier year is a part of the record’ and can be relied upon to
make a rectification in the subsequent year.9

- Reference to documents outside the record and the law is impermissible when applying the pro-
visions of section 154.10

- Assessment order passed for a partnership firm does not form a part of the record of its part-
ners personal assessments and consequently a partner’s assessment cannot be rectified under
this section apart from section 155(1), if on completion of firm's assessment, it is found that the
partner’s share of profit is taken at a wrong figure.11

- If a long-term capital gain has been claimed as a short-term capital gain, and such mistake was
easily identifiable from the documents filed during assessment, it is a mistake apparent from the
face of the record.12 But when the Assessee has to prove it from other extraneous material, it is
not a mistake apparent from the record.8
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Audi Alteram Partem:

This is one of the principles of natural justice that is embedded in Section 154. ‘Audi
Alteram partem’is a Latin phrase meaning ‘listen to the other side’ It is the principle that
‘no person should be judged without a fair hearing. Whenever there is any amend-
ment/rectification that has the effect of:

i. Enhancing an assessment or;

ii. Reducing a refund or;

iii. Increasing the liability of the assessee,

sub-section (3) of Section 154 imposes upon the revenue, an obligation to serve upon the
assessee, a notice of its intention to do so and to allow the assessee a reasonable opportu-
nity of being heard. An order of rectification that has the effect of causing any of the afore-
mentioned changes will be rendered invalid unless the assessee is given notice and al-
lowed reasonable opportunity of being heard.13 However, such opportunity need not be
given if the order of rectification reduces the assessment. The requirement to afford an op-
portunity to the assessee is only if the order for rectification has the effect of placing the
assessee at a disadvantage and not otherwise.

Notice of demand:

Sub-section (6) of section 154 mandates the service of a notice of demand, when the order
for rectification has the effect of either enhancing the assessment, reducing the refund, or
increasing the liability. Such notice shall be deemed to have been issued under Section
156 and the provisions of the Income tax Act shall be applicable accordingly. If, on the
other hand, the effect of rectification is a reduction in the amount of tax due under a
notice of demand already issued, it would not be necessary to issue a fresh notice of
demand.

Time limits:

The Legislature was conscious about ensuring that the window for rectification under sec-
tion 154 is not left open indefinitely, thereby inserting sub-section (7), prescribing the
time limit for rectification to be 4 years from the end of the financial year in which the
order sought to be amended is passed, excepting the cases covered in section 155, for
which the time limit of 4 years has to be reckoned from the dates specified in that section.
Further, an application for rectification under section 154 shall be disposed of within a
period of 6 months from the end of the month in which the application is received by the
Income tax authority, either by making the amendment or by refusing to allow the claim.

Article 226 of the Constitution:

There could be instances where Income tax authorities fail to dispose an application for
rectification made within the prescribed timelines. In such cases, the assessee can ap-
proach the judiciary under Article 226 of the Constitution of India, for the issuance of a
Writ, compelling the Authority to dispose of the application even if the period of limita-
tion under Section 154 has expired. A Writ petition can also be filed if the authority wrong-
ly rejects an application to rectify a mistake apparent from record or if the action taken or
sought to be taken is not justified under this section or does not comply with its require-
ments, or is time-barred under this section. However, it is important to note that a Writ pe-
tition against an order of rectification under section 154 will not normally lie, since there
is an alternate remedy of appeal.

To conclude, one must appreciate the foresight that the Legislature has demonstrat-
ed by inserting section 154 in the Act of 1961 (section 35 of the erstwhile Act of 1922) to
facilitate the correction of mistakes that are apparent from record. The absence of such a
provision would have increased the number of cases pending with the Appellate authori-
ties unnecessarily, which would have been nothing short of tragic - both for the revenue
and the assessee!
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Legal Update Under Indirect Tax

CA. Nitesh Nayak

Introduction:

In the ever-evolving landscape of taxation, businesses face a lot of challenges and opportunities,
particularly in the realm of indirect taxation. Keeping abreast of the latest legal developments in
this arena is not just prudent it's imperative for compliance.

In essence, this legal update serves as a beacon amidst the complexities of indirect taxation, illu-
minating the path forward for businesses seeking to navigate regulatory issues with confidence
and compliance.

This Article covers case laws w.r.t:

L. Denial of ITC on goods purchased for sale promotion activity.

II. The interest computation u/s 50(3)-Total of CGST, SGST and IGST is to be considered.

I. Denial of ITC on goods purchased for sale promotion activity.

M/S. ARS STEELS AND ALLOY INTERNATIONAL PRIVATE LIMITED, VERSUS THE STATE TAX
OFFICER, THE DEPUTY COMMISSIONER (CT) , CHENNAI-

2024 (12) TMI 398 - MADRAS HIGH COURT
Facts of the Case:
The petitioner, a manufacturer, was involved in a dispute over the denial of Input Tax Credit (ITC)
on purchases made for sales promotional activities. Specifically, the petitioner had purchased
Gold Coins and T-shirts for promotional purposes to boost the sales of its manufactured prod-
ucts. These goods were given away to dealers as free samples or gifts to encourage sales. However,
the department denied ITC on these goods, and the matter was raised before the Appellate
Commissioner after earlier challenges to the assessment orders.
Legal Provisions Involved:
Section 16(1) of the CGST Act 2017 allows an register person to claim ITC on the tax paid on goods
and services used or intended to be used for business purposes.
Section 17(5)(h) of the said Act specifically disallows ITC on goods that are lost, stolen, destroyed,
written off, or disposed of as gifts or free samples.
Section 49(4) of the said Act outlines how ITC is to be credited to the Electronic Credit Ledger and
provides the process for its utilization. The section specifies that ITC claims must comply with the
restrictions and conditions stipulated under the Act, including the restrictions outlined in
Section 17(5) of the said Act.
Arguments:

« Petitioner’s Arguments:
The petitioner argued that their promotional activities were an integral part of their business op-
erations and therefore, they should be allowed ITC on goods like Gold Coins and T-shirts.
They further contended that promotional goods were used to promote the petitioner’s products
and increase sales, and thus would fall within the ambit of Section 16(1) of the said Act, which
permits ITC on goods used for business purposes.
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« Respondent’s (Government) Arguments:

The respondents emphasized the restriction in Section 17(5)(h), which specifically denies ITC on
goods disposed of as gifts or free samples. Since the promotional items were given away as free
gifts, they fell under this category, and thus ITC was not applicable.

The respondents pointed to the Maharashtra Advance Ruling Authority's decision (M/s Biostadt
India Limited) and argued that the legal position was clear in terms of the restrictions imposed by
Section 17(5) of the said Act.

Court’s Reasoning and Conclusion:

The court carefully examined the provisions of Section 17(5), particularly Section 17(5)(h), which
disallows ITC on goods that are disposed of as gifts or free samples.

The court noted that Gold Coins and T-shirts were given to intermediaries (dealers/retailers) as
promotional items, which clearly fell under the category of goods disposed of as gifts or free sam-
ples.

Despite the petitioner’s argument that these goods were for the furtherance of business, the court
upheld that the specific restriction in Section 17(5)(h) prevails, and ITC on such promotional
goods was not permitted.

Authors View:

ITC claimed on sale promotion activities could be disputable by the department considering the
above case law. However, it can proved that such sales promotional expenses are part of the cost-
ing for outward supplies the ITC claim could be disputed as eligible.

II. The interest computation u/s 50(3)-Total of CGST, SGST and IGST is to be considered.
Rejimon P Alex Vs. UOI [2024-T1I0OL-2024-HC-KERALA-GST]

Facts of the Case:

The appellant, operating a proprietorship named "Padiken Silks" and registered for GST, received
various inward supplies during the period from July 2017 to March 2018. For inter-state supplies,
IGST was paid by the supplier. However, the appellant mistakenly reported the IGST as nil in Form
GSTR-3B and added the bifurcated CGST and SGST components of the IGST to the corresponding
columns for eligible credit. This caused a mismatch between Form GSTR-2A (which showed the
IGST paid) and Form GSTR-3B. The assessing authority claimed the appellant used "unavailable
credit” and issued a demand notice.

GST Provision:

Section 49(2) of the CGST Act, 2017 governs the electronic credit ledger and the utilization of ITC.
In terms of section 49(5) of the said Act the amount of input tax credit available in the electronic
credit ledger of the registered person on account of-

(a) integrated tax shall first be utilised towards payment of integrated tax and the amount re-
maining, if any, may be utilised towards the payment of central tax and State tax, or as the case
may be, Union territory tax, in that order;

(b) the central tax shall first be utilised towards payment of central tax and the amount remain-
ing, if any, may be utilised towards the payment of integrated tax;

(c) the State tax shall first be utilised towards payment of State tax and the amount remaining, if
any, may be utilised towards payment of integrated tax

Arguments:

« Appellant’s Argument: The appellant argued that there was no excess utilization of credit as the
IGST paid on inter-state supplies was correctly split into CGST and SGST. The error was in the re-
porting of IGST in Form GSTR-3B, which did not affect the availability or utilization of credit. The
appellant further contended that there was no revenue loss, and the mistake was purely technical.
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« Respondent’s Argument: The tax authorities claimed that the appellant had utilized "unavail-
able credit” for CGST and SGST payments due to the mismatch between Form GSTR-2A and Form
GSTR-3B.

Conclusion:

The Court noted that the appellant's actions did not result in any revenue loss, and the claim of
"excess utilization" of credit was not substantiated. The case referred to a similar case where
credit adjustment between CGST/SGST and IGST was allowed, as it was deemed revenue-neutral.
The Court concluded that the appellant's error in reporting did not violate the legal provisions, es-
pecially since there was no financial impact. The authorities were directed to process the refund
application, without deciding on the legality of the appellant's actions.

Authors View:

Taxpayers are required to consider the overall credit balance available in the ledger
(CGST+SGST+IGST) while computing interest liability where excess availment in one of the tax
head which has a compensating short claim in other tax heads having revenue neutral effect to
the exchequer.

This same stand can also be considered in table 8D of GSTR9, where there is a negative balance in
one tax head & positive in others.

Disclaimer:
The views expressed in this article are personal to the authors and are an attempt to interpret the
nascent GST law. We recommend professional assistance where required.

Queries or Feedback on this informative article can be shared to niteshnayak@hnaindia.com or
akshay@hnaindia.com
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How Al is Revolutionizing Audit Processes

Mr. Prabhakar Kudva, Director, Samvitti Capital
- A Computer Science Engineer and a Business Management Graduate
- Astute active Investor and Trader since 15 years.
- One among 40 under 40 Investment managers by AIWMI
(Association of International Wealth Management of India).
- Principal Officer and Fund Manager of the PMS Schemes that Samvitti manages.

The role of artificial intelligence (AI) in shaping the future of the accounting profession cannot be
overstated. From data analysis to fraud detection, Al is bringing unprecedented accuracy and effi-
ciency to the auditing process. While traditional auditing relies heavily on manual effort and judg-
ment, Al-powered tools are transforming this space by automating repetitive tasks, improving
risk assessment, and enabling real-time monitoring. This article explores how Al is revolutioniz-
ing audit processes, its benefits, challenges, and the evolving role of auditors in an Al-driven
world.

The Traditional Audit Process: Challenges

Auditing has long been considered a labor-intensive process involving tasks such as data sam-
pling, document verification, and financial statement analysis. While essential, these tasks are
prone to human error and often limited by time and resource constraints. Auditors frequently rely
on sampling methods, which, although statistically sound, might not capture the full spectrum of
risks present in financial datasets. Additionally, the increasing complexity of financial systems,
regulatory frameworks, and compliance requirements has made traditional auditing methods
less efficient.

Auditors are expected to analyze larger datasets, uncover hidden patterns, and ensure compli-
ance with multiple regulations—all within tight deadlines. These challenges have paved the way
for technological advancements like Al to play a pivotal role in auditing.

How AI Enhances Audit Efficiency

Al brings transformative changes to the auditing process by automating routine tasks, enabling
large-scale data analysis, and enhancing decision-making. Here’s how Al is improving audit effi-
ciency:

1. Data Analysis at Scale

Al-powered tools can analyze millions of transactions in seconds, uncovering patterns, trends,
and anomalies that might otherwise go unnoticed. Unlike traditional methods, where auditors
rely on sample testing, Al allows for full population testing, providing a comprehensive view of fi-
nancial data. This minimizes the risk of missing critical errors or fraud.

VOLUME 01 | ISSUE 11 | DECEMBER 2024 - JANUARY 2025 | MANGALURU



Tools and Technologies for Al-Powered Auditing
Several Al-driven tools are transforming the auditing landscape. Some popular examples include:

« MindBridge Ai Auditor: A powerful tool that uses machine learning to detect anomalies in finan-
cial data, improving audit quality and efficiency.

« CaseWare IDEA: This tool automates data analytics for auditors, helping them identify risks and
streamline workflows.

« SAP Analytics Cloud: Integrates Al capabilities into enterprise resource planning (ERP) systems,
enabling real-time financial analysis and reporting.

These tools not only enhance accuracy but also allow auditors to focus on strategic tasks, improv-
ing overall productivity.

Challenges in Adopting Al in Auditing
While Al offers immense potential, its adoption in auditing is not without challenges:
1. Data Quality Issues

Al systems require clean, structured, and well-organized data to function effectively. In many
cases, organizations struggle with inconsistent or incomplete datasets, limiting AT’s effectiveness.

2. Cost of Implementation

Al tools and technologies come with a high initial investment. Organizations must also invest in
training their staff to effectively use these tools, which can be a significant barrier for smaller
firms.

3. Ethical Concerns

The reliance on Al raises questions about accountability and ethical considerations. For example,
if an Al system flags a transaction incorrectly, who is responsible—the auditor or the algorithm?

4. Regulatory Barriers

Auditing standards are still evolving to accommodate Al-driven processes. Auditors must ensure
compliance with existing regulations while integrating Al into their workflows.

The Evolving Role of Auditors in an Al-Driven World

As Al automates routine tasks, the role of auditors is shifting from data crunching to strategic ad-
visory. Auditors are now expected to:

« Interpret Al-generated insights and provide actionable recommendations.

+ Collaborate with technology experts to develop custom Al solutions tailored to client needs.

« Ensure ethical and regulatory compliance while leveraging Al tools.

« Continuously upskill in areas like data analytics, machine learning, and cybersecurity to stay rel-
evant.

Al augments human capabilities, enabling auditors to deliver higher-quality services and focus on
value-added activities.
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Future Trends in Al and Auditing

The future of auditing is poised for significant transformation, driven by advancements in Al and
related technologies. Key trends to watch include:

« Fully Automated Audits: Low-risk clients may see end-to-end automated audits, freeing up audi-
tors for more complex engagements.

« Cybersecurity Audits: With the rise of digital transactions, Al-powered tools will play a crucial
role in safeguarding financial systems.

« Integrated Al Solutions: Collaboration between auditors, tech companies, and regulators will
lead to the development of integrated Al solutions tailored to specific industries.

Conclusion

Al is revolutionizing auditing by enhancing efficiency, accuracy, and risk assessment. While chal-
lenges like data quality and regulatory compliance remain, the benefits of Al far outweigh its lim-
itations. For auditors, embracing Al is not just an option—it’s a necessity to stay competitive in a
rapidly evolving landscape. By leveraging Al tools and upskilling in relevant technologies, audi-
tors can transition into strategic roles, adding value to their clients and the profession as a whole.

The future of auditing is here, and Al is leading the way.
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The month gone by - December 2024

04.12.2024_Half Day Seminar on GST Amnesty
Scheme & Safari Retreat Verdict
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12.12.2024 & 13.12.2024 National Conference DAKSH

Culturals
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12.12.2024 & 13.12.2024 National Conference DAKSH

Inaugural Ceremony
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12.12.2024 & 13.12.2024 National Conference DAKSH

Session Speakers
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14.12.2024_Outreach Programme with KCCI Mangaluru
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19.12.2024_Outreach Programme on Vivad Se Vishwas Scheme
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21.12.2024_AICA Level - 1 Certificate Course Batch No. 86

Outreach Programme
Interaction with Students & Faculties of Srinivas University

VOLUME 01 | ISSUE 11 | DECEMBER 2024 - JANUARY 2025 | MANGALURU



Outreach Programme

Interactive Meet with Honorable Police Commissioner CA. Anupam Agrawal

Interactive Meet with Mangaluru University
Vice Chancellor Prof. P. L. Dharma

We Care Alumni Inititative

WE CARE Initiative

Recognition of service to the profession &
Honouring the Senior Members of the fraternity

CA. P. Raghuveer Nayak

M. No. 019220

30th December 2024 | Monday
Mangaluru
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