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EDITORIAL

Dear All,

As we bid farewell to another calendar year and prepare for 2025, we reflect
on the milestones achieved and anticipate the challenges and
opportunities that lie ahead. December marks an important time for
professionals across the country, and we are pleased to bring you updates
and insights on key developments in our field.

Elections of ICAI: December 6-7, 2024

The upcoming elections of the Institute of Chartered Accountants of India
(ICAI) on December 6 and 7, 2024, present a significant opportunity for
the CA fraternity to shape the future of our profession. We urge all eligible
members to exercise their voting rights and participate in strengthening
the governance and leadership of our institute. Let us collectively ensure
that the ICAI remains a beacon of excellence and integrity.

Introduction of PAN 2.0: A Leap Forward by the CBDT

The Central Board of Direct Taxes (CBDT) has announced the rollout of
PAN 2.0, a transformative initiative aimed at enhancing the efficiency and
security of India’s tax identification system. This project integrates
advanced technology to ensure seamless and error-free tax compliance.
Professionals and taxpayers alike are advised to stay updated on the
operational changes and compliance requirements associated with this
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new system. Our detailed overview on this topic will guide you through the

essentials.
FAQ on DTVSVS-2024

The Direct Tax Vivad se Viswas Scheme (DTVSVS-2024) has been
generating much discussion within the industry. To address common
queries, CBDT have compiled a comprehensive FAQ section covering its
applicability, benefits, and procedural aspects. This initiative by the
government underscores its commitment to simplifying tax disputes and
fostering transparency. We encourage members to review this section to
better understand its implications.

Vision 2025: Shaping the Future of SPCM

As part of our ongoing commitment to excellence, SPCM is embarking on
a journey to formulate its Vision 2025. This endeavor will chart a strategic
path forward, focusing on innovation, client-centric solutions, and
professional growth. We invite contributions and insights from our
members to ensure this vision reflects our collective aspirations and
strengths.

Sports Day 2024: Celebrating Unity and Well-being

Mark your calendars for December 21, 2024, as we come together to
celebrate SPCM’s Annual Sports Day. This event promises to be a perfect
blend of camaraderie, competition, and wellness. Let us use this occasion
to strengthen bonds within our community and highlight the importance
of physical well-being alongside professional excellence.
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Leveraging Al for Enhanced Communication and Service Delivery

In an era defined by rapid technological advancements, incorporating
artificial intelligence (Al) into our practices can revolutionize how we
communicate and serve our clients. Al tools enable real-time insights,
personalized interactions, and streamlined processes, allowing us to
provide more effective and efficient services. By embracing these
technologies, we can not only enhance client satisfaction but also position
ourselves as leaders in innovation within the profession.

As we prepare to usher in the New Year, let us reaffirm our commitment
to ethical practices, continuous learning, and collaborative growth.
Together, we can build a resilient and forward-looking professional
ecosystem.

I conclude with a thought of Winston Churchill that resonates with this
time of year "Success is not final; failure is not fatal: It is the courage
to continue that counts."

Thanking You,
With Warm Regards,

CA. Suhas P. Bora

Founder Partner,

SPCM and Associates, Page 7 of 38
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DUE DATES

Income Tax, PF and ESIC due date calendar for the
month of December 2024:

DATE DUE DATE FOR

07-12-2024 | ® Deposit of Tax deducted/collected for the month of
November, 2024.

15-12-2024 | ® Third instalment of advance tax for the assessment
year 2025-26.

e Due date for issue of TDS Certificate for tax deducted
under section 194-IA, 194-IB, 194M and 194S in the
month of October, 2024.

e Payment of ESI Contribution for the month of
November, 2024.

e Payment of PF for the month of November, 2024.

30-12-2024 | ® Due date for furnishing of challan-cum-statement in
of tax deducted under section 194-IA, 194-IB, 194M,
194S in the month of November, 2024.

e Annual Compliance Report on Advance Pricing
Agreement (if due date of submission of return of
income is November 30, 2024)
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DATE DUE DATE FOR

31-12-2024 | e« Report by a parent entity or an alternate reporting
entity or any other constituent entity, resident in
India, for the purposes of sub-section (2) or sub-
section (4) of section 286 of the Income-tax Act, 1961
(assuming reporting accounting year is January 1,
2023 to December 31, 2023)

e Furnishing of belated or revised return of income for
Assessment Year 2024-25.
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GST due dates for the month December 2024: -

DUE DATE RETURN PERIOD DESCRIPTION
10th GSTR-7 November24 | Summary of Tax Deducted at
December (Monthly) Source (TDS) and deposited
under GST laws.
10th GSTR-8 November24 | Summary of Tax Collected at
December (Monthly) Source (TCS) and deposited by E-
commerce operators under GST
laws.
11th GSTR-1 November’24 | Summary of outward supplies
December (Monthly) where turnover exceeds Rs.5
crore or have not chosen the
QRMP scheme for the quarter of
October — December 2024.
13th Furnishing | November’24 | Taxpayers who have opted for the
December Invoices in Invoice Furnishing Facility (IFF)
IFF Facility and choose to wupload B2B
(Quarterly) outward supply invoices for first
two months of the quarter. The
B2B invoices relating to last
month of the quarter are too
uploaded while filing GSTR - 1
along with B2C invoices of entire
quarter.
13th GSTR-6 November’24 | Details of ITC received and
December distributed by ISD.
13th GSTR-5 November24 | Summary of outward taxable
December (Monthly) supplies & tax payable by a non-

resident taxable person.
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(Monthly)

PERIOD
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DESCRIPTION
Summary of outward supplies,
ITC claimed, and net tax payable
for taxpayers with turnover more
than Rs.5 crore in the last FY or
have not chosen the QRMP
scheme for the quarter of October
— December 2024.

20th
December

GSTR-5A
(Monthly)

November’24

Summary of outward taxable
supplies and tax payable by
OIDAR.

3 1st
December

GSTR-9
(Annual)

FY 2023-
2024

Form GSTR-9 is an annual
return to be filed once for each
financial year, by the registered
taxpayers who were regular
taxpayers, including SEZ units
and SEZ developers. It is optional
for registered persons having
turnover less than 2 Cr.

3 lst
December

GSTR-9C
(Annual)

FY 2023-
2024

GSTR-9C is a form for annual
GST reconciliation statement
filed by applicable taxpayers.
Every registered person whose
aggregate turnover during a
financial year exceeds Rs.5 crore
rupees must file this form. They
shall also furnish a copy of the
audited annual accounts.
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INCOME TAX

TAX AUDIT: CHAPTER 4

TAX AUDIT - CLAUSES 9 TO 12 OF FORM NO. 3 CD

We have started with a series on Tax Audit u/s 44AB of the Act considering
practical aspects to be taken care of for issue of the Tax Audit reports as
applicable for AY 2024-25.

In article - 1 we discussed about the applicability of Tax Audit u/s
44AB of the Income Tax Act.

In article - 2 we discussed about the meaning of the terms "Sales",
"Turnover" and "Gross Receipts".

In article — 3 we discussed about " Clauses 1 to 8A of Form No. 3 CD.”

In the series of Article on Tax Audit provisions, we will discuss about
"Clauses 9 to 12 of Form No. 3 CD”

Clause 9:

9a) - If firm or association of persons, indicate names of
partners/members and their profit-sharing ratios

9(b) - If there is any change in the partners or members or in their
profit-sharing ratio since the last date of the preceding year, the
particulars of such change:
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If the assessee, is a Partnership Firm or Limited Liability Partnership
(LLP) or association of persons (AOP) or body of individuals (BOI),
the names of partners of the firm or members of the association of
persons or body of individuals and their profit-sharing ratios (%)
needs to be stated and the same should be verified from deed /
agreement or any other document evidencing partnership or
association of persons

If there is any change in partners/ members or their profit-sharing
ratio from the last date of preceding year, then:

a.

b.

Obtain the certified copies partnership deeds / LLP agreement
and other relevant documents.

In case of LLP, confirm the changes with Forms filed with the
Registrar.

. Ensure that all the changes, taken place in constitution or profit-

sharing ratio since last date of preceding year has been
mentioned.

. Verify acknowledgement of filing of notice of change to Registrar

of firms, if any.

. Whether relevant facts have been mentioned in case, share of

member of AOP is indeterminate.
Obtain written representation

If minor is admitted to the benefits of the firm (not LLP) then ensure
whether his/her name and Profit-Sharing Ratio has been duly
stated.

Clause 10:

10(a) - Nature of business or profession (if more than one business or

profession is carried on during the previous year, nature of every

business or profession)

Page 13 of 38
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Nature of business/profession should be verified from the financial
statements especially notes /schedules relating to company. Also
verify the incorporation document such as MOA, partnership deed,
LLP agreement, trust deed, etc. (if more than one business or
profession is carried on during the previous year, nature of every
business or profession).

The code is to be filled for main area(s) of business activities.

Ensure that broadly required the sub-sector pertaining to the sector
in which the assessee is operating is mentioned correctly.

For example: If in the manufacturing sector, the assessee is
manufacturing electrical components, the same should be stated.

The relevant code of the sector in which the assessee operates is also
required to be stated.

10(b) - If there is any change in the nature of business or profession,

the particulars of such change

If there is any change in the nature of Business or Profession, the
particulars of such change should be verified:

a) Whether change in nature of business / business line /
permanent discontinuance is mentioned in this clause?

b) Whether any such change is occurring due to reconstruction /
reorganization may also been mentioned?

c) Review the minutes of the meeting approving the change in
business. Obtain the declaration from the assessee w.r.t. such
change.

d) Change from manufacturer to trader and vice versa or starting
job work are few examples of change.

Temporary suspension of the business may not amount to change
and therefore should not be reported.
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11{a) - Whether books of account are prescribed under section
44AA, if yes, list of books so prescribed

Clause 11:

e Books have been prescribed only for specified professionals; hence
only in case of specified professionals’ books prescribed u/s 44AA
(1) read with Rule 6F should be mentioned in this clause.

e For medical profession two specific registers (daily case register in
Form 3C and inventory) is specifically provided in Rule 6F.

e In case of business, as no books are prescribed so verify that it is
mentioned accordingly- No.

11(b) List of books of account maintained and the address at
which the books of account are kept

e Obtain list of books maintained by the assessee either computerized
or otherwise.

e Also obtain the address at which the books are maintained.
Separate books may be maintained at different place of business.

e In case books of account are maintained in a computer system,
mention that the books of account are generated by such computer
system.

e In case, where books of accounts are maintained and generated
through computer system, the auditor should obtain from the
assessee the details of address of the place where the server is
located or the principal place of business/Head office or registered
office by whatever name called.

e Have appropriate marks of identification been made, to ensure
identification of books of accounts produced before us?

e In case of manufacturing/trading, has assessee maintained the
quantitative records of stores, raw material and finished goods.
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e In case of company assessee, verify the form filed with ROC
regarding maintenance of books at a place other than registered
office, if any.

¢ In case assessee’s business is of dealing in securities (shares, future
& options) only and books are not maintained by assessee but
profit/loss and financial position has arrived through brokers
statements, mention the said statements available with the
assessee.

11(c) - List of books of account and nature of relevant documents
examined

e Mention the books of accounts and nature of relevant documents
examined by the auditor.

e There could be difference in books maintained and examined as
mentioned in sub-clause

e (b) and (c) of this clause, as the auditor may not have been certain
books or documents for examination, for example stock records.

e Examine not only the books of accounts but also other relevant
documents directly related to transactions reflected in the books of
accounts like original purchase invoice, copy of bank statements,
bills, vouchers, various agreements/ contracts or any other
document on the basis of which preliminary entries are passed in
the books of accounts.

e In case assessee’s business is of dealing in securities (shares, future
& options) only and books are not maintained by assessee but
profit/loss and financial position has arrived through brokers
statements, mention the examination of those statements made
available by the assessee.
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Clause 12: Whether the profit and loss account includes any profits
and gains assessable on presumptive basis, if yes, indicate the
amount and the relevant sections (44AD, 44ADA,44AE, 44AF, 44B,
44BB, 44BBA, 44BBB, Chapter XII-G, First Schedule or any other
relevant section)?

The auditor needs to verify if the profit and loss account includes any of
the income assessable on presumptive basis. S. 44ADA has been inserted
w.e.f. Sth March 2024, though it would have also been covered under any
other section stated in the question. There could be few different
scenarios such as:

1: Books of Accounts not separately maintained for both the
businesses

Ascertainment of correct profit in respect of business covered under
PRESUMPTIVE SCHEME should be done by arriving at a fair and
reasonable estimate of the expenditure based on the evidence in
possession of the assessee or by asking the assessee to prepare such
estimate which should be checked (basis of apportionment of
common expenditure, if so should be stated).

However, if the auditor is not satisfied with the reasonableness of
such apportionment, he should indicate such fact under this clause
and should also give the observation in Para 3 of Form 3CA / Para
S of Form 3CB.

2: Books of Accounts separately maintained

In case separate set of books of accounts are maintained, it poses
no problem for the auditor in ascertaining the amount of profit to be
disclosed.
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3: Business under presumptive scheme is additional business and
no separate books are maintained for the same

e If, the books of account are not maintained for the business covered
in presumptive scheme, the auditor will be unable to find out the
correctness of the net income credited in the profit and loss account
and he should give a suitable observation expressing his inability to
verify the said figure in Para 5 of Form 3CB.

e Since the auditor is not able to form his opinion as to true and fair
view of the accounts of the assessee, it would be necessary for him
to qualify his audit report in Para 3 of Form 3CB.
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INTRODUCTION Of PAN 2.0

The Indian government’s recent introduction of PAN 2.0 marks a significant
advancement in the nation’s tax administration system. This initiative aims
to modernize the Permanent Account Number (PAN) framework, enhancing
efficiency, security, and user experience for taxpayers and businesses alike.

Purpose of PAN 2.0

PAN 2.0 is designed to streamline and digitize the PAN and Tax Deduction
and Collection Account Number (TAN) processes. By consolidating services
into a unified digital platform, the government seeks to:

e Enhance Security: Implementing advanced features like QR codes to
prevent fraud and ensure data integrity.

* Improve User Experience: Simplifying application, updating, and
validation processes for users.

*  Promote Digital Integration: Establishing PAN as the common business
identifier across various government agencies, facilitating seamless
interactions.

Key Features and Benefits

1. Unified Digital Platform: Previously, PAN-related services were
dispersed across multiple portals. PAN 2.0 integrates these into a
single platform, offering end-to-end services such as application
submission, updates, corrections, Aadhaar-PAN linking, and online
PAN validation.

2. QR Code Integration: The new PAN cards feature dynamic QR codes
that display the latest data from the PAN database, enhancing
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verification processes. This feature has been incorporated since 2017-
18 and continues with enhancements in PAN 2.0.

3. Cost Efficiency: Allotment, updating, or correction of PAN will be done
free of cost, and e-PANs will be sent to the registered email ID. For
those seeking a physical card, a nominal fee of I50 applies for
domestic delivery.

4. Environmental Sustainability: The shift towards digital processes
reduces paper usage, aligning with eco-friendly practices.

Modus Operandi
Under PAN 2.0, all PAN and TAN-related services are centralized on a
unified portal managed by the Income Tax Department. Users can perform

various functions, including:

*  Application Submission: New applicants can apply for PAN online, with
Aadhaar-based e-KYC facilitating instant e-PAN generation.

e Updates and Corrections: Existing PAN holders can update or correct
their details through the portal without any charges.

e Verification and Validation: Entities can verify PAN details using the
dynamic QR code feature, ensuring authenticity.

Need for PAN 2.0
The evolution to PAN 2.0 addresses several challenges:

. Fragmented Services: Previously, PAN services were scattered across
different platforms, leading to inefficiencies.
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*  Security Concerns: The absence of advanced verification features made
the system susceptible to fraud.

* Administrative Burden: Multiple identifiers for businesses across
government agencies created complexities.

By introducing PAN 2.0, the government aims to resolve these issues,
fostering a more secure and streamlined tax administration system.

Long-Term Effects

The implementation of PAN 2.0 is expected to have several long-term
benefits:

* Enhanced Compliance: Simplified processes and improved security
features are likely to increase taxpayer compliance.

e Economic Efficiency: A unified identifier for businesses will reduce
administrative burdens, promoting ease of doing business.

* Digital Transformation: The initiative aligns with the Digital India

mission, encouraging the adoption of digital platforms for
governmental services.

Potential Challenges
While PAN 2.0 offers numerous advantages, certain challenges may arise:

* Digital Literacy: Ensuring that all users, especially those in rural areas,
can effectively navigate the new digital platform.
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* Data Privacy: With increased digitization, safeguarding personal data
against breaches becomes paramount.

* Transition Phase: Migrating from the old system to PAN 2.0 may
encounter initial technical glitches and user adaptation issues.

Conclusion

PAN 2.0 represents a transformative step in India’s tax administration,
aiming to create a more efficient, secure, and user-friendly system. By
addressing existing challenges and leveraging digital technologies, the
government envisions a future where tax-related processes are
seamless, promoting greater compliance and economic growth.

(Source: Article written By CA. Gokul Rathi and published the same with his
consent)
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GST

GIST OF GST NOTIFICATION

NOTIFICATION DATE SUBJECT / HIGHLIGHTS

NO
29/2024- 27-11-2024 CBIC has extended the due date for
Central Tax filing GSTR-3B for October 2024 to

November 30, 2024 for taxpayers
registered in the state of Manipur.

28/2024- 27-11-2024 CBIC has issued circular issuing
Central Tax directions to appoint common
adjudicating authority for Show
cause notices issued by DGGI.

27/2024- 25-11-2024 CBIC has amended Notification No.
Central Tax No. 02/2017-Central Tax, dated the
19th June, 2017. Notification is
regarding substitution of Table V
which relates to Powers of
Additional Commissioner or Joint
Commissioner of Central Tax for
passing an order or decision Powers
of Additional Commissioner or Joint
Commissioner of Central Tax for
passing an order or decision in
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NOTIFICATION DATE

NO

SPCM

-~ G Al

SUBJECT / HIGHLIGHTS

respect of notices issued by the
officers of Directorate General of
Goods and Services Tax
Intelligence in respect of notices
issued by the  officers of
Directorate General of Goods and
Services Tax Intelligence.

26/2024-
Central Tax

18-11-2024

CBIC has extended the due date of
GSTR-3B October month to 21st
November 2024 for Maharashtra and
Jharkhand taxpayers.

CIRCULAR
NO.
239/33/2024--GST

GIST OF GST CIRCULAR

DATE

04-12-2024

SUBJECT / HIGHLIGHTS

Amendment to Circular No.
31/05/2018-GST, dated 9th February,
2018 on 'Proper officer under sections
73 and 74 of the Central Goods and
Services Tax Act, 2017 and under the
Integrated Goods and Services Tax Act,
2017'-reg.

Page 24 of 38




I SPCM & ASSOCIATES I

Chartered Accountants

6@ SPCM

GST UPDATES

1. ADVISORY FOR WAIVER SCHEME UNDER SECTION 128A.

The GST Council in its 53rd meeting held on 22nd June, 2024 had
recommended for waiver of interest and penalties in the demand
notices or orders issued under Section 73 of the CGST Act, 2017 (i.e.
the cases not involving fraud, suppression or wilful misstatement,
etc.) for the financial years 2017-18, 2018-19 and 2019-20 for
reducing the tax disputes and to provide a big relief to the taxpayers.
To avail this waiver, the condition is that the full tax demanded is paid
on or before 31.03.2025.

In view of the above, Rule 164 of CGST rules, 2017 was notified
through Notification No. 20/2024 dated. 8th October 2024, effective
from 1st November 2024. This rule provides procedural guidelines for
the said waiver scheme. As per the waiver scheme, if a notice or order
is issued under Section 73 for the financial years 2017-18, 2018-19
and 2019-20, the taxpayers are required to file an application in
FORM GST SPL-01 or FORM GST SPL-02, respectively on the common
portal within three months from notified date, which is 31.03.2025.

In this regard the Form GST SPL-01 and Form GST SPL-02 are under
development and same will be made available on the common portal
tentatively from the first week of January 2025. In the meantime,
taxpayers are advised to pay the tax amount demanded in the notice,
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statement, or order issued under Section 73 on or before March 31st,
2025, to ensure that they receive the waiver benefits by paying their
taxes before the deadline.

Taxpayer can pay the demanded tax amount through the “payment
towards demand” facility in case of demand orders and through Form
GST DRC-03 in case of notices. However, if payment has already been
done through Form GST DRC-03 for any demand order then taxpayer
need to link the said Form GST DRC 03 with such demand order
through Form GST DRC-03A, which is now available on the common
portal.

Important advisory on GSTR 2B and IMS

Grievance has been raised by few taxpayers that their GSTR-2B for
October-2024 period has not been generated on 14th November,
2024. In this regard it is informed that as per the design of IMS, GSTR-
2B will not be generated by the system in below scenarios:

i. In case the taxpayer has opted for QRMP scheme (Quarterly filers),
GSTR-2B will not be generated for first and second month of the
quarter. Ex. For quarter Oct-Dec, 2024, the quarterly taxpayer will
get GSTR-2B for December-2024 period only and not for October-
2024 & November-2024.

ii. In case the taxpayer has not filed their previous period GSTR-3B,
GSTR-2B will not be generated by the system. Such taxpayers
need to file their pending GSTR-3B in order to generate GSTR-2B
on demand. For example, if the taxpayer has not filed GSTR-3B for
September-2024, their GSTR-2B for October-2024 will not be
generated. Once the taxpayer files their GSTR-3B for September-
2024, they will be able to generate their GSTR-2B for October-2024
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by clicking the "Compute GSTR-2B (OCT 2024)" button on the IMS
dashboard.

3. For Reporting TDS Deducted by scrap Dealers in October 2024

As per Notification No. 25/2024-Central Tax, effective from
10.10.2024, any registered person receiving supplies of metal scrap
classified under Chapters 72 to 81 of the First Schedule to the
Customs Tariff Act, 1975 (51 of 1975), from another registered person,
is required to deduct TDS under Section 51 of the CGST Act, 2017.

In this regard various tickets have been received on the issue that
taxpayers are unable to report TDS deducted in the month October
2024 as they are not able to file return for the month of October
2024. This issue has occurred because while the taxpayers applied
for GST registration in October 2024 pursuant to the above
notification, their GST registrations were approved only in November
2024. Hence, in the return dropdown the month October 2024 is
not visible to such taxpayers. This is as per the existing GSTN
system design where returns for tax period prior to registration
month is not enabled for taxpayers.

However, to resolve the issue, taxpayers who were granted
registration in November 2024, but deducted TDS in October 2024,
are advised to report the consolidated amount of TDS deducted for
the period from 10.10.2024 to 30.11.2024 in the GSTR-7 return to
be filed for the month November 2024.
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INVESTMENTS

How Much Gold / Ornaments Can One Hold Legally in
India?

Gold has always held a special place in Indian households, not just as an
investment but also as a symbol of wealth, status, and cultural heritage.
However, with the government's efforts to regulate black money and ensure
economic transparency, there are specific guidelines regarding how much
gold an individual can hold legally. Understanding these regulations is
crucial to avoid legal issues and optimize your investment in gold. This
article outlines the legal limits on gold possession in India and provides
practical insights for gold holders, including detailed practical examples.

Legal Limits on Gold Possession

The Government of India, through the Income Tax Department, has set
guidelines on the permissible amount of gold an individual can hold without
facing legal scrutiny. These guidelines are based on the individual's marital
status, gender, and whether the gold is declared or inherited.

1. Married Women: A married woman can hold up to 500 grams of gold
jewelry.

2. Unmarried Women: An unmarried woman can hold up to 250 grams of
gold jewelry.

3. Men: Any male member of the family can hold up to 100 grams of gold
jewelry.

Additional Points to Consider
1. Declared Wealth: If the gold is acquired through legal means and
declared in your income tax returns, there is no limit to how much you

can hold. The gold should be supported by proper documentation, such
as purchase receipts or inheritance records.
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2. Inherited Gold: Gold inherited from ancestors or received as a gift
during weddings and other occasions is also considered legal, provided
it is documented.

3. Gold Beyond Permissible Limits: If the gold possession exceeds the
above limits but is well-documented and accounted for, the authorities
typically do not seize it during income tax raids. However, the burden of
proof lies with the individual to show that the gold was acquired through
legitimate means.

Practical Examples

Example 1: Married Woman

Anita is a married woman who owns 450 grams of gold jewelry, which she
received as gifts during her wedding. She also bought an additional 100
grams over the years, which is documented in her income tax returns.

- Permissible Limit: 500 grams

- Actual Holding: 550 grams

- Documentation: Proper receipts for the purchased gold and evidence of
wedding gifts

- Outcome: Since Anita has documented the additional 50 grams in her
income tax returns, she is within her legal rights to hold the total 550
grams without any legal concerns.

Detailed Breakdown:

- Wedding Gifts: 450 grams

- Documentation: A list of gifts received, with photographs and
descriptions, included in her marriage registry.

- Purchased Gold: 100 grams

- Documentation: Purchase receipts detailing the date of purchase,
weight, and price.

- Tax Declaration: The total 550 grams is declared in her income tax
returns.
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Rita is an unmarried woman who inherited 300 grams of gold jewelry from
her grandmother. She has all the necessary documentation to prove the
inheritance.

Example 2: Unmarried Woman

- Permissible Limit: 250 grams

- Actual Holding: 300 grams

- Documentation: Inheritance records, such as a will or legal affidavit
from family members.

- Outcome: Despite holding 50 grams above the limit, Rita faces no legal
issues because she can prove that the gold was inherited.

Detailed Breakdown:

- Inherited Gold: 300 grams

- Documentation: A will from her grandmother detailing the bequest of
the gold jewelry, along with an affidavit from her parents confirming the
inheritance.

- Tax Declaration: The inherited gold is declared in her income tax
returns.

Example 3: Man

Raj, a man, owns 150 grams of gold jewelry, which includes gifts from family
members and a few personal purchases documented in his tax returns.

- Permissible Limit: 100 grams

- Actual Holding: 150 grams

- Documentation: Receipts and gift records

- Outcome: Raj can hold the 150 grams legally, as he has documented
proof of the gold's origin.
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- Documentation: An affidavit from family members detailing the gifts
received on various occasions such as birthdays and festivals.

- Purchased Gold: 70 grams

- Documentation: Purchase receipts with detailed transaction records.

- Tax Declaration: The total 150 grams is declared in his income tax
returns.

Importance of Documentation:

Proper documentation is the key to holding gold legally in India. Whether
the gold is purchased, gifted, or inherited, maintaining records such as:

1. Purchase Receipts: Bills and receipts from jewelers detailing the
amount of gold purchased, date of purchase, and purchase price.

2. Inheritance Proof: Legal documents such as wills, affidavits, or legal
transfer documents proving the transfer of gold through inheritance.

3. Gift Declarations: Affidavits or declarations from family members or
friends gifting the gold, detailing the occasion, date, and weight of the
gold gifted.

Having these records helps in justifying the possession of gold beyond the
permissible limits during any income tax assessments or raids.

Practical Tips for Gold Holders:
1. Regular Updates: Keep your gold records updated regularly. If you

receive new gold through purchase or gifts, make sure to document it
immediately.
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2. Digital Records: Maintain digital copies of all your gold-related
documents. This includes scanning receipts, affidavits, and any legal
documents related to gold inheritance or gifts.

3. Tax Declarations: Ensure that all your gold holdings are declared in
your income tax returns. This declaration can help in case of any
scrutiny by tax authorities.

4. Professional Advice: Consult with a tax advisor or a financial planner
to ensure that you are compliant with all legal requirements and to
help with the proper documentation of your gold holdings.

Conclusion:

Gold remains a popular and culturally significant asset in India. However,
understanding and adhering to the legal guidelines regarding gold
possession is crucial to avoid any legal complications. Married women can
hold up to 500 grams, unmarried women up to 250 grams, and men up to
100 grams without facing scrutiny, provided the gold is properly
documented. Exceeding these limits is permissible if the gold is declared in
income tax returns or proven to be inherited.

Investors and gold holders should maintain meticulous records of their gold
acquisitions and declarations to ensure they stay within legal boundaries.
Consulting with financial or legal advisors can also provide additional
assurance and guidance on managing gold holdings effectively.

By staying informed and compliant, you can enjoy the security and cultural
significance of your gold investments without any legal hurdles.
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FINANCE AND VALUATIONS

UNDERSTANDING OVERSTRETCHED AND OVERVALUED MARKETS

In recent months, terms like “overstretched markets” and “overvalued
markets” have become increasingly common in financial discussions.
These phrases point to situations where market prices, whether for stocks,
commodities, or other assets, are perceived to have risen beyond their fair
or sustainable value. But what exactly do these terms mean, and how do
they impact investors and the broader economy?

Overvalued markets

The term overvalued markets refer to a condition where the prices of
assets, goods, or products in a market are widely perceived as being higher
than their fair or intrinsic value. While valuation is inherently subjective
and varies based on individual analysis and assumptions, a market is
typically considered overvalued when a majority of participants agree that
prices have surpassed reasonable or justifiable levels.

Illustration with an Example:

Consider the example of an apple. Suppose different individuals or analysts
assess the value of an apple based on factors such as quality, availability,
and demand. These evaluations result in a derived value range between 380
and %120, with the weighted average being 3100. Now imagine that the
apple is selling in the market for *130. Since this price is above both the
average and the perceived value range, most people would consider the
apple overpriced or overvalued, as its market price exceeds what they
believe to be its intrinsic worth.

Overvaluation in Indian Markets Post-COVID:
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Following the COVID-19 pandemic, the Indian markets experienced a
significant boom, with most sectors showing rapid growth and stock prices
soaring. This unprecedented recovery was fueled by factors like pent-up
demand, government stimulus measures, and strong retail investor
participation. However, as prices continued to rise at an accelerated pace,
many investors and analysts began to feel that the valuations of certain
stocks and sectors had exceeded their fair value.

For instance:

o Stocks in some industries were trading at price-to-earnings (P/E)
ratios far higher than historical averages, indicating overenthusiastic
expectations about future earnings.

o The rapid price escalation created a perception among consumers and
investors that the market was becoming overpriced or overvalued,
with prices detached from underlying fundamentals like earnings
growth or economic conditions.

Key Aspects of Overvalued Markets:

1. Subjective Nature of Valuation:

o Valuation depends on individual methodologies, such as
comparing historical prices, analyzing costs, or evaluating
future benefits. Despite this subjectivity, a market becomes
widely seen as overvalued when a significant number of
participants arrive at similar conclusions.

2. Market Price vs. Perceived Value:

o Overvaluation occurs when the market price exceeds the
commonly agreed-upon range of values. This gap between
perceived value and actual price is the core of the concept.
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3. Common Drivers of Overvaluation:

o Limited supply and high demand

o Speculative behavior or market hype

o Temporary market inefficiencies

o Over-optimistic expectations about future value

4. Reactions to Overvaluation:

o Buyers may hesitate to purchase at inflated prices, anticipating
a market correction.

o Sellers might exploit the opportunity to sell at the higher prices,
potentially fueling further speculation.

5. Broader Implications:

The concept of overvaluation applies not only to individual goods like
apples but also to financial markets, real estate, commodities, and
currencies. For instance, a stock may be considered overvalued if its
price is significantly higher than what fundamental metrics like
earnings or growth justify.

In essence, an overvalued market signals a disconnect between price
and perceived value, often leading to caution among market
participants and potential corrections in the long run.

Implications of Overvalued or Overstretched Markets:

Implications of Overvalued Markets can be significant, affecting both short-
term market behavior and long-term economic and financial stability. When
markets are overvalued, prices exceed their intrinsic or fair value, which
can have various consequences for investors, companies, and the broader
economy.

Page 35 of 38




I SPCM & ASSOCIATES I

Chartered Accountants

@% SPCM

1. Increased Risk of Correction or Crash:

Overvalued markets are unsustainable, and prices tend to realign with
intrinsic values over time. This process often results in market
corrections, causing significant financial losses for investors. In severe
cases, it can lead to crashes, spreading panic and disrupting economic
stability.

2. Lower Future Returns:

When markets are overvalued, much of the optimism is already
reflected in prices. This reduces the potential for future price growth,
leading to a prolonged period of below-average returns, especially for
long-term investors.

3. Speculative Behavior and Volatility:

Overvaluation often attracts speculative investors hoping to profit from
short-term price increases rather than focusing on fundamentals. This
fuels market volatility, creating sharp and unpredictable price
movements that can destabilize the market.

4. Misallocation of Capital:

Funds may flow into overvalued assets or sectors, diverting resources
from more productive or deserving areas. Over time, this inefficiency
can hurt economic growth and lead to wasted investments when
overvalued markets eventually correct.

5. Strain on Financial Systems:

Overvalued markets often involve high levels of borrowing or leverage.
A sudden decline in prices can lead to widespread defaults, credit
crunches, and systemic risks for financial institutions heavily exposed
to those sectors.
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6. Erosion of Confidence and Economic Growth:

When overvalued markets correct or crash, they can erode consumer
and business confidence. This may reduce spending, investment, and
economic activity, slowing overall growth and potentially leading to a
recession.

Conclusion:

In conclusion, overvalued markets arise when the prices of assets or
products surpass their intrinsic or fair value, often fueled by speculation,
hype, or temporary market factors. While they may generate short-term
wealth and optimism, the long-term consequences are usually less
favorable. Overvalued markets carry the risks of corrections or crashes,
which can lead to significant financial losses, strained financial systems,
and diminished investor confidence. Additionally, they result in inefficient
allocation of resources, lower future returns, and heightened volatility,
making it challenging for investors and businesses to plan and grow
sustainably.

Understanding these implications is crucial to mitigating risks for
policymakers and market participants. By maintaining a balanced
approach, avoiding speculative traps, and focusing on fundamentals,
markets can better align prices with real value, fostering stability and long-
term economic health.
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DISCLAIMER

property of their respective owners.

While every care has been taken in the preparation of this “Samacara” to
ensure its accuracy at the time of publication, SPCM & Associates and/or
SPCM Legal assumes no responsibility for any errors which despite all
precautions, may be found therein. Neither this alert nor the information
contained herein constitutes a contract or will form the basis of a contract.
The material contained in this document does not constitute/ substitute
professional advice that may be required before acting on any matter. All
images, pictures, logos and trademarks appearing in the “Samacara” are
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