
OCTOBER 2020   BIMONTHLY   VOLUME I

Economic Outlook
As per Interna�onal Monetary Fund World Economic Outlook October 2020, India’s 
economy to contract by 10.3% in 2020 and  Global growth is projected to be -4.4% ( i.e., 
a contrac�on in output of 4.4%) for this year.
The 2020 projec�on for India is a downgrade of -5.8 percentage points from the IMF’s 
June projec�on for the country. India is expected to rebound in 2021 with 8.8 percent 
growth – an upgrade of 2.8 percentage points rela�ve to the June update.

India’s economy is projected to contract by 10.3% in 2020, the slowest among BRICS
countries. The above table lists projec�on by the IMF for 2020 and 2021.

*India’s figures are for fiscal years. All figures in %

“Revisions to the forecast are par�cularly large for India, where GDP contracted much 
more severely than expected in the second quarter,” the report said. Consumer prices in 
India are expected to grow at 4.9% this year and 3.7% in 2021. The current account 
balance is projected to grow by 0.3% this year and -0.9% (i.e., a contrac�on) next year.

For the world as a whole, the 2020 growth projec�on has been revised upwards by 0.8 
percentage points rela�ve to June– a result of a less dire second quarter and signs of a 
stronger recovery in the third quarter, partly offset by downgrades in certain developing 
countries and emerging economies (except China).

The recovery in 2021 is projected to be at 5.2% - lower than the June 2020 projec�ons. 
A�er 2021, global growth is expected to ease off at 3.5% in the medium term. Except for 
China, where output this year is expected to exceed 2019 levels, advanced, developing 
and emerging market economies are expected to see lower output even next year.

Note : Compiled inputs from the IMF reports.

Region                2020              2021
India*
Brazil
Russia
China
South Africa
World

-10.30
-5.8
-4.1
1.9
-8.0
-4.4

8.8
2.8
2.8
8.2
3.0
5.2
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Fresh registra�on of 
trust under sec�on 
12AB

Updates via the Finance Act, 2020
The Finance Act 2020 has introduced a new sec�on 12AB to replace sec�on 12AA. Fur-
thermore, it has also made amendments to Sec�on 10(23C) and Sec�on 80G, with all 
changes coming into force on June 1st, 2020. Some of the changes will include the com-
plete online processing of NGO registra�on. 

Accordingly, the following amendment was made in the Finance Act, 2020 which reads 
as:-
In sec�on 11 of the Income-tax Act, in sub-sec�on (7), with effect from the 1st day of 
April, 2021,––

“Provided that such registra�on shall become inopera�ve from the date on which the 
trust or ins�tu�on is approved under clause (23C) of sec�on 10 or is no�fied under 
clause (46) of the said sec�on, as the case may be, or the date on which this proviso has 
come into force, whichever is later:
Provided further that the trust or ins�tu�on, whose registra�on has become inopera�ve 
under the first proviso, may apply to get its registra�on opera�ve under sec�on 12AB 
subject to the condi�on that on doing so, the approval under clause (23C) of sec�on 10 
or no�fica�on under clause (46) of the said sec�on, as the case may be, to such trust or 
ins�tu�on shall cease to have any effect from the date on which the said registra�on 
becomes opera�ve and therea�er, it shall not be en�tled to exemp�on under the 
respec�ve clauses.”.

for the words, brackets, le�ers and figures “under clause (b) of sub-sec�on (1) of sec-
�on 12AA”, the words, figures and le�ers “under sec�on 12AA or sec�on 12AB” shall 
be subs�tuted;
for the words, brackets, figures and le�er “clause (1) and clause (23C)”, the words, 
brackets, figures and le�er “clause (1), clause (23C) and clause (46)” shall be subs�-
tuted;
the following provisos shall be inserted, namely:––
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All the exis�ng charitable and religious ins�tu�ons (including NGOs) which are regis-
tered or approved under the following sec�ons-

are compulsorily required to switch to sec�on 12AB for fresh registra�on in order to 
con�nue availing exemp�on under sec�on 10 or 11, as the case may be.

Currently several ins�tu�ons of trusts registered under sec�on 10(23C) or sec�on 12AA 
are now required to renew their registra�on under sec�on 12AB.

As a result of which, Sec�on 12AA which prescribes the registra�on process for the reg-
istra�on Trusts or Ins�tu�ons will cease to exist and a new sec�on 12AB will come into 
force with effect from-

the date of grant of registra�on under sec�on 12AB or;

the last date by which the applica�on for registra�on and approval is required to be 
made;

whichever is earlier.

The above sec�on shall come into effect from 1st April 2021 and the trusts or ins�tu-
�ons are required to apply for registra�on and approval under sec�on 12AB within 3 
months from 1st April 2021, i.e., by 30th June 2021.

Similarly, charitable trusts and exempt ins�tu�ons which are availing exemp�on benefit 
under sec�on 80G will also now be required to apply for fresh registra�on under sec�on 
12AB by 30th June 2021.

Appropriate Authority for Application: -
The applica�on shall be made online by Filing Form 10A along with the required docu-
ments to the Commissioner or Principle Commissioner who shall pass an order gran�ng 
approval or rejec�on within three months from date of commencement of new provi-
sions, i.e., by 30th June 2021.

Further, in case where Commissioner or Principle Commissioner is sa�sfied that the 
charitable/religious trusts ins�tu�on etc. have not complied with the objects men�oned 
or any other law, shall cancel the registra�on of charitable/religious trusts ins�tu�on 
etc. a�er providing the reasonable opportunity of being heard.

Similarly there are different �me limits under different categories which can be summa-
rized below:-

Sec�on 12A
Sec�on 12AA
Sec�on 10(23C)
Sec�on 80G

Impact of Sec�on 12 AB with effect from 1st April 2021:-
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Validity of Registration
The registra�on once granted shall be valid for 5 years.

Conclusion: -
From 1st April 2021, the new provisions will come into effect, as a result of which every 
trust or Ins�tu�on which are already in existence will have to mandatorily renew the 
cer�ficate granted under sec�on 12A, 12AA, 80G or sec�on 35 within the �me limit pre-
scribed which is latest by 30th June 2021.
In case of new Trusts or Ins�tu�ons they will have to apply for registra�on under sec�on 
12AB within the �me limit prescribed.

Registration Procedure: -
The applica�on can be made by filing form 10A online on the income tax site incom-
etaxindiaefiling.gov.in
The form is available on the income tax website under Income Tax Forms Sec�on 
under e-file menu which is visible a�er login on the website

Category                                                      Time Limits

Ins�tutes already registered under sec�on 
12A or 12AA or having cer�ficate under 
sec�on 80G

By 31st August (Now by 31st December 
2020)

Ins�tutes who have obtained registra�on 
under sec�on 12AB

6 months prior to the expiry of tenure of
5 years (refer the Validity Period of 
Registra�on Paragraph)

Ins�tu�ons that have provisionally 
obtained registra�ons under sec�on 12AB

6 months prior to the expiry date of the 
provisional registra�on; or
Within 6 months of the commencement 
of its ac�vi�es;
Whichever is earlier.

Where ins�tu�ons have modified the
objec�ves

Within 30 days from the date of such 
modifica�ons.

At least one month prior to the 
commencement of the previous year.

In any other case

www.sesco.in 4



COMPLIANCE 
CALENDER OCTOBER 
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TOPICS 

Faceless E Assessment Procedures
TCS On Sale Of Goods

FCRA Amendments

GST

Income Tax

GSTR 9 FY 18-19 31-10-2020

Deposit of TDS 07-10-2020

Payment for the month of Sep 2020 15-10-2020

Payment for the month of Sep 2020 15-10-2020

Return Filing for the month of Sep 2020 25-10-2020

Tax Audit Report u/s 144 for AY 2021 31-10-2020

GSTR 9C  FY 18-19 31-10-2020
GSTR 4 FY 18-19 31-10-2020
GSTR 3B SEP 2020 (Turnover in the previous financial 
year more than Five Crores) 20-10-2020

GSTR 3B SEP 2020 (Others) 22-10-2020

GSTR 1(Turnover more than Rs. 1.5 Crores) 11-10-2020

GSTR 1(Turnover upto Rs. 1.5 Crore) 
(Sep Qtr.) 31-10-2020

ESI

PF
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As the COVID-19 pandemic spreads, protec�ng your businesses means having strong 
ac�on plan.
To keep your company healthy during the coronavirus outbreak and posi�oned well for 
success when it’s over, take advantage of these con�ngency and business planning �ps.

Prepare a communication plan

Reach out to customers

You can never communicate too much during a crisis. Your communica�on plan should 
target:

Carefully cra� a clear and concise message, schedule regular updates and op�mize tech-
nology to send your messages. Put someone you trust in charge of doing this. It’s a very 
important job.

As you start to make changes in the way you do business over the short term, there will 
be a corresponding effect on your cash flow. And with changes to your plan, you need to 
take the �me to understand the financial impact of these changes and develop a cash 
flow forecast that reflects these changes.

employees
customers
suppliers

Put health and safety first
Covid-19 is a human problem—a human response is in order—so let’s take care of our 
people first. Here are some important ques�ons you can ask.
Have you implemented best prac�ces to keep employees safe?
Can your people work remotely?
Do you have a con�ngency plan for quaran�ned employees?

COVID-19: STEPS TO 
SUSTAIN YOUR BUSINESS 
THROUGH THE DISRUPTION
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The first thing to do is to contact your customers. For those of you con�nuing opera-
�ons, call your main customers and confirm that exis�ng and planned orders are s�ll on 
track.

You do not necessarily need to renego�ate payment terms, but you may have to defer 
produc�on or loosen repayment terms, which will slow down cash intake.

Do your best to understand how these changes will impact the �ming and value of pay-
ment milestones.

Order Management

Second, start calling customers that owe you money. You need to understand whether 
they have the ability to pay and the �ming of payments.

By being proac�ve, you can get clarity about when the money may come in. Over the 
next six to twelve months, keep an eye on this regularly—if a customer promises to pay 
in two weeks, follow up with a gentle reminder one week in advance and invite them to 
be open with you if they are s�ll experiencing difficulty.

This should be one of the top three things you review every morning from hereon.

Receivable Management

Finally, as you reach out your customers, be courageous and ask them if they need 
anything else—its possible another supplier has let them down, maybe you can fill the 
gap. Look at this as an opportunity to explore other op�ons that could bring in addi-
�onal cash.

Explore Additional Opportunity

Call suppliers to confirm whether exis�ng purchase orders will be filled on �me. Delays 
with suppliers could hold up your produc�on. It’s good to know this early so you can 
manage your customers’ expecta�ons and to update your cash flow plan. You may 
experience lower cash out flows if suppliers are delayed. Or if everything is on track, 
your cash ou�lows may increase.

Timely delivery of supplies

Supply chains are constrained and if your supplier is overseas or relies on imports you 
risk disappoin�ng your customer. So, get in touch!

Reach out to suppliers

If possible, try to nego�ate deferred payment terms for payables. Like receivables, you 
need to keep any eye on this regularly. If you promised to pay a supplier in two weeks 
and cannot—give them advance no�ce—you expect it from your customers, so extend 
the same curtesy to suppliers. Again, you may experience lower cash ou�lows if suppli-
ers agree to later payments.

Negotiate payment terms
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Finally, as you change your health and safety prac�ces, there may be a need to source 
other types of consumables. Be prepared to spend money on this; plan for replenish-
ment just as you would for other materials and consumables.

Identify health and safety suppliers

You will need to change your health and safety prac�ces. Industry leaders, for example, 
are telling customers how they are packing and handling products in light of COVID-19. 
You have the same responsibility. This will have a cost impact. Es�mate the impact and 
factor it into your plan.

Modify health and safety practices

As demand dips, alignment of your personnel to produc�on will be your next challenge. 
Some of you have already dealt with this, others will need to deal with it soon.

Align workforce to demand projections

Third, look to find recurring opera�ng expenses that can be suspended in the short 
term.

A line by line review of your expense items is cri�cal to see where you can reduce costs 
over the short term. Every penny will count. You may also find other more sustainable 
cost savings from which you will benefit a�er recovery.

As each new invoice comes in, ques�on whether the expense is really necessary.

And of course, this is obvious, simply defer discre�onary expenditures. Examples of 
these could be meals, travel, and the such.

Would your landlord be amenable to a postponement of rent?
Can you temporarily reduce some of your communica�ons expenses?
Can you stop ge�ng laundry services for uniforms?

Right-size recurring operating expenditures

Now for the addi�onal things you need to do beyond managing customers and 
suppliers

Evaluate capacity and resources

he cash flow plan acts like a gas gauge for your business. Cash is fuel for your company; 
the cash flow plan is your gauge for how much working capital you need to reach your 
post-recovery des�na�on.

You now have some very specific strategies you can implement. Pu�ng them together 
into a cashflow plan will allow you to determine exactly how much working capital you 
need.

Focus on  Cash Flow
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First, list the inflows: Receivables and cash sales, other subsidies could also be a source 
of cash. You would have obtained this informa�on from conversa�ons with your custom-
ers.

List cash inflows

Next list the cash ou�lows: Payables, recurring monthly payments, and so on.

By now you have analyzed your expenditures, and you have taken remedial ac�ons to 
right-size employees and opera�ng expenses. You have mapped these out over �me, 
giving you a sense of how your money is going to leave the business. You will also need 
to include your lending obliga�ons.

List cash outflows

With cash inflows and ou�lows all mapped out, you’ll be ready to analyze the results.  
The goal of this exercise is to figure out what that number is for you. This will tell you 
how much working capital you need and provide you with informa�on to support the 
effec�ve working capital management plan. 

If you love cash flow modelling and have the �me, you can look at different scenarios, 
and so on. It is up to you. Your accountant can help too. Call them and see if they can. 
Time is of the essence.

Analyze the cash flow forecast

firm up orders
purchase materials
recall employees
receive new shipments
opera�onalize

There is a light at the end of the tunnel. We just don’t know how long that tunnel is.
Here we have overlaid business ac�vity against ac�ve COVID-19 cases. You will see that 
once the cases have peaked, we will recover. At recovery you will need to stay ahead of 
the game:

Prepare for the recovery

Plan your cash flow for the recovery phase as well. When things start to turn on, you will 
need to spend money to earn money. 

In our opinion, all your plans should include at least a four-month recovery period. As you 
roll your cash flow forward each month, this recovery will be automa�cally built into your 
working capital es�mates. With orders back in your business, you will have the funds for 
opera�ons.

www.sesco.in 9


