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Chairperson’s message

Dear Budding Talents!

The month of October marks the beginning of the festive season in the country.
Navarathri and Diwali are celebrated across the country making it the “sweet” and
colourful days. SICASA Ernakulam did its best to provide the best education and
enjoyment facilities to the students of SICASA Ernakulam.

The biggest responsibility of SICASA is to ensure that the students get best education
possible. In the month of “Vidyarambham” what better than doing career counselling for
students. SICASA conducted 9 career counselling across various schools in Ernakulam to
educate students about the CA course and curriculum. Around 1100 students participated
in the various sessions organised.

We also conducted a one day seminar on “Applied learning of Accounting Standards”
with department of Commerce, Cochin Arts and Science College, Kakkanad, Pallikara,
Ernakulam. More of such programmes are being planned in the coming months. This
month we also conducted a one day seminar on GST & Investor Awarenesswith
Department of Commerce ( Self Finance), ST. Albert’s College (Autonomous),
Ernakulam.SICASA Ernakulamcommenced the 30315 batchllE ICITSS —
Information Technology as well as the 23" batch of ICITSS — Orientation Programme at
the Branch in October. That was definitely a lot of Vidyarambham.

The most exciting part of the month was the industrial visit organised. We went to a small
scale plastic manufacturing unit at Vengoor Perumbavoor, a small village around 35 kms
from Kochi city. The unit manufactures plastic items from plastic granules.In a world that
is getting more and more polluted, where plastic waste contributes to the majority of the
pollution, we were made aware of the harmful effects of improper disposal of plastic
waste. Also awareness was glven on how to dispose the same in a responsible manner.
“Reduce, Reuse and Recycle” was said to be the best option, and processes for recycling
was also explained in detail to the students.

Since the due date for filing of income tax returns have been extended by a month and
the revised due date is 31% Oct 2019, October was an extremely busy one. Many students
who are preparing for their examinations in the month of November, 2019 would have
definitely started their preparations. November is going to be even busier one with the
SIRC conference is being held in Kochi on the 18% and 19 of the month.

I wish all the students the very best for the assighments that they undertake be it audit ,
be it exam preparations. Wishing every one of you out there a very happy exciting full
filling November.

CA. DEEPA VARGHESE
Chairperson, Ernakulam Branch of SICASA



Secretary’s report

"You can be anything you want to be, if only you believe with sufficient
conviction and act in accordance with the faith; for whatever the mind
can conceive and believe, it can achieve.*

As a student of a professional course, you must believe in your strengths and
cultivate your skills to achieve success in your academic and professional
pursuits. As November 2019 examinations are just a month away, I am sure
your studies must be going on in full swing. Remember, with meticulous
planning and immaculate execution, you can achieve success.

At the outset, I take this opportunity to convey my best wishes to those
preparing for the November 2019 examinations. Since the exams are
approaching, you all should gear up and amplify your efforts for the
preparations. The time before the exams is very crucial. However, you should
resist the pressures of studying, preparations and examinations. Every
individual is born with a particular potential which 1s unique to him. Many work
hard to get good marks, while others don't and yet manage to score well in
examinations. There are also students who study hard but don't get the desired
results. You need to remain focused and motivated. Keep a positive approach
for the exams. Accept it as a challenge to demonstrate your knowledge access
your capabilities in order to groom yourself as a better professional.

Before I conclude, I would like to pay rich tributes to The father of the Nation,
Mahatma Gandhi, on his 150th birth anniversary on October 2, 2019.With the
festive galore in the current month, I extend my best wishes for Durga puja and
Diwali. May the goddess of light illuminate your mind, body and soul with
knowledge, wellness and peace. Have a positive attitude, believe in yourself and
do your best.

Arise! Awake! and stop not, until the goal is reached!

Jinu Baby
Secretary, Ernakulam Branch of SICASA of ICAI.



Editor’s message

Dear readers,

October has been, for a few years, one of the most taxing months for every Chartered
accountant as well as CA student. With deadlines coming nearer and nearer for Tax
Audit, GST Audit, RoC filings and whatnot, we all have been burning the midnight oil
for a while. The fact that the exams are right round the corner does not do anything to
ease the situation.

Keeping this in mind, the activities at SICASA Ernakulam too have quieted down a
bit. We will be back to our usual hustle-bustle as soon as this short phase of extreme
occupation is done with. See y’all soon!

We here at SICASA wish a very happy (!) tax audit season and to all the ones
appearing for the exams, may this be your last attempt! All the very best.

From the Editot’s desk,
Denita Mendez.
THE SICASA MONTHLY QUIZ- OCTOBER

This month, we choose to pay tribute to the many Indian brands we all have grown up with. The
October edition of the monthly quiz is dedicated to the origins of Indian enterprises, humble or
not.. Mail us your answers to ekmsicasa@gmail.com before the 25™ of November.

So, this month’s questions:

1. Which Indian IT service provider was founded with a capital of mere Rs. 10000 after the
founder's first venture, another I'T consulting firm named ‘Softronics', failed within a year
and half of its incorporation?

2. Which Indian restaurant chain was started by a devotee of Lord Muruga in 1981 in Chennai,
inspired by Fast food MNCs like McD on his visits to Singapore?

3. Name the sister concern of Bombay Dyeing and Britannia from the world of entertainment
and Sport, closely associated with a military brat who debuted in a Maniratnam movie.

4. Incorporated by the Gol in 1953, this Indian brand's first product was released by the then-
PM, Nehru. Identify the brand, whose most popular model to date is the 'Janata’ (Hint: It has
a factory in Kochi).

5. Which Indian daily was started as a weekly by the Triplicane Six, a group of four law students
and 2 teachers in Chennai, with only 100 copies of its first issue, released on 20th September
18787

Answers in the next edition.

Answers to the previous edition: 1.Dhyan Chand 2. Zips 3. FC Barcelona 4. Adidas 5. Ping-pong

(Table Tennis).


mailto:ekmsicasa@gmail.com

Accounting for
E-commerce Companies

By Neeraj C (SRO 0606535) a5

From Amazon to Flipkart, Uber to Ola, Swiggy to Zomato, E-commerce has
established its presence in almost every industry. Over the past decade, we have seen
the growth of many e-commerce platforms. But with growth and expansion, follows
complications in accounting, This article, based on the guidance note issued by the
ICAT in 2001 on accounting for dot-com Companies.

REVENUE RECOGNITION

Talking about a boom, the first aspect that comes to our mind is the word ‘Revenue’.

As per the guidance note on accounting by dot-com companies issued by the ICAI,
the basic principles of revenue recognition as per AS-9 have to be considered for
recognition of revenue.

As per AS-9, Revenue is the gross inflow of cash, receivables and other consideration
arising in the course of ordinary activities of an enterprise from the sale of goods,
rendering of services and the use by others of enterprise resources earning interest,
royalties and dividend. In the e-commerce context, revenue is measured by the
charges and rewards arising from the use of resources by them.

E-commerce companies generally engage in selling of goods and rendering of
services. In the case of goods revenue can be recognized when:

* The seller has transferred to the buyer the goods for a price or all significant risk
and rewards of ownership has been transferred to the buyer.

* No significant uncertainty exist regarding the amount of consideration that will

be derived

This principle of revenue recognition as suggested by the Guidance Note with
reference to AS-9 has to be examined on a case to case basis considering the
significant amount of return of goods inherent in e-commerce business.

Revenue from transactions involving rendering of services should be measured either
under the completed service contract method/ proportionate completion method
considering that no significant uncertainty exist regarding the amount of
consideration.

E-commerce companies may charge a non-refundable upfront fee/initial fee with or
without subsequent payments for products or services to be provided in future.



If the subsequent provision of goods/services ate to be paid for separately, the
initial fee would be in the nature of entrance fee and the Guidance note requires
capitalisation of such fee and if the subsequent provision of goods/ services ate
not paid for separately, the initial fee has to be deferred and recognized as and
when the goods/services are delivered/rendered. If the initial fees are subject to
tulfilment of conditions, the recognition would not be appropriate and to be
recognized only when there is a reasonable certainty as to fulfilment of conditions.

One of the significant issues in accounting by e-commerce companies is whether
to recognize gross amount and related costs of sales or to recognize revenue on
net basis similar to commission. The significance of this issue is enhanced due to
the importance often placed on revenue being used as basis of valuation of e-
commerce companies. For determining the basis of recognition, the management
would have to scrutinize each and every contract to understand whether the e-
commerce entity acts as an agent or not. If the relationship is that of an agent and
the remuneration received by the e-commerce company being commission or fee
is clearly evident, it would be appropriate to recognize revenue on net basis and in
other cases on gross basis.

Another complication in accounting is shipping and handling fee. As per the
guidance note, in determining the accounting treatment, it should be examined
whether the products sold on-line are invoiced to the customers at a composite
rate- that is, including shipping and handling charges or whether it is recovered
separately. If a clear distinction cannot be made, it may be appropriate to include
such shipping and handling fee as a component of sales revenue. If the absolute
amount of shipping and handling fees can be identified, it should not be included
in turnover and the income should be disclosed separately in the statement of
P&L along with corresponding Shipping and handling expense. However, where
these charges are clearly a reimbursement by the buyer, it should be shown as a
deduction from shipping and handling costs in the statement of P&L..

A challenge in e-commerce accounting is multiple element arrangements, where
dot-com companies agrees to deliver more than one product/service concurrently
and deliver certain additional products/services. These may sometimes be
customarily bundled for a consolidated price. For accounting purposes, it is
necessary to unbundle the separate elements. For this, company specific fair values
in respect of which objective evidence is available should be used. For instance,
the price at which each item would be sold separately to unrelated parties can be a
good estimate of fair values of each specific product/service. If such a separation
is not possible, it would be appropriate to defer the recognition until earlier of

* Sufficient company specific objective evidence comes into existence or

* All elements of the arrangement are delivered.



Another principal source of revenue for E-commerce companies is from
advertisements. As per the GN, it is appropriate to recognize revenue on the
basis of number of ‘click-throughs’ on a particular ad unless another
systematic/rational basis of revenue recognition is more approptiate.

The challenge in accounting for ads of e-commerce companies is the
accounting for advertisement barter transactions, in which 2 or more companies
may exchange rights to place ads on each others’ websites. Revenue from
advertisement barter transactions should be recognized only when the fair
values [IND AS-113] of similar transactions are determinable. For this, price of
similar transactions that have occurred not more than 6 months to unrelated
buyers would be the best estimate of fair value of similar advertising and where
such reliable estimate is not available, it may not be appropriate to recognize
revenue and associated costs in barter transactions.

ACCOUNTNG FOR COSTS

Any costs incurred for website development may be capitalized if it satisfies the
recognition criteria as laid down in AS-26/Ind AS-38 as the case may be.

When an e-commerce company offers products/services at heavily reduced
prices to stimulate sales, the value of such rebates/discounts should be
considered as trade discounts and adjusted from turnover.

Coming into a key cost element of e-commerce companies namely — points and
loyalty programmes— which may be structured in different ways. The E-
commerce company may itself award the points or it may partner with other
companies to issue reward points. If such loyalty points are in relation to
specific customers, it should be deducted from the turnover in the statement of
P&L and if such programmes are general in nature, a general provision should
be made in the statement of P&L..

To sum up, E-commerce has grown rapidly over the years. Yet, the principles
laid down in the guidance note on accounting for dot-com companies which
was issued by the ICAI in 2001 has still not become outdated and covers a
majority of transactions of E-commerce companies. The on-coming of IND-
AS has taken these principles to a next level focusing on the core transactions
and emphasising on increased disclosures. However, there are still challenges in
accounting for e-commerce transaction which has to be dealt with on a case to
case basis by focusing on the actual substance of the transaction.



A scene to remembetr. .. ‘a

How do you turn a rare, fatal virus outbreak that killed people and
kept a state and its government on tenterhooks for weeks into a
compelling script and film? Virus by Aashiq Abu and team is a
minutely observant, unobtrusively educative and moving ode to
unsung stars, the triumph of Kerala over the epidemic and the
strength of the human spirit. Coming out exactly a year after the
deadly Nipah virus hit the ‘Koyikkoden” shores, this movie is not
apocalyptic nor is it dystopian— it tells the tale of survival, of unity
defeating an intruding pathogen.

The film progresses as a chronological depiction of the real-life experiences in Kozhikode and
Malappuram which we are aware through the news reports. It, in a way, pays tribute to scientists,
medical professionals and the people who came forward to support the team to solve the virus
attack. From its opening shot, an aerial view of Kozhikode, the movie keeps the audience on the
edges of their seats. It wastes no time to jump headfirst into action, as Dr. Abid Rehman and
team are busy saving lives in the casualty ward of Kozhikode Medical college. Soon, the Nipah
cases begin to arrive ; It becomes an emergency situation, and medical practitioners and
healthcare professionals, led by Health Minister C K Prameela and District Collector Paul V
Abraham, camp in Kozhikode to investigate its origins and stem its spread. How they tackle the
deadly epidemic forms the rest of the story.

The film brings together a handful of talented artists as well as crew; each blending flawlessly
into the role—Virus is not one of those multi-starrers where each actor is competing for space.
Big or small, everyone has a role to play, and all the actors carry out their respective duties with
aplomb. In fact, it wouldn’t be wrong to say that the leading role is played by none other than
Nipah Virus itself. Rajeev Ravi’s cinematography, Sushin Shyam’s pulsating and occasionally eerie
background score, Saiju Sreedharan’s editing and above all, the carefully researched and
constructed script — penned by Muhsin Parari, Suhas and Sharfu — all pay tribute to the real-life
heroines and heroes including Nipah's victims, many of whom contracted the disease through an
act of kindness.

One of the most emotional storylines in the film is that of Nurse Akhila—based on Lini
Puthussery, the nurse who was infected while treating the Index patient and died. Akhila is
delirious with fever as she is wheeled into the casualty of Medical College. She pleads the
doctors-in-charge to intubate her. I can’t breathe anymore. My daughter, I breastfed her,” she
whines. In between stints of unconsciousness, she mouths to her attenders that she caught the
disease from a patient who she’d looked after at the Hospital (thus leading to the index patient).
In one of the flashbacks, the movie shows Akhila talking to her Husband abroad, ‘How can I not
treat the sick who come?” Rima Kallingal perfectly essays the role as she portrays the fear,
confusion, pain and the reflection she has when she pens a letter to her beloved husband in the
last few moments of her life. Akhila will be one of the most truthful portrayals of any real life
person in Malayalam Cinema and this is one memorial Kerala can give to Lini Puthussery; She
will live on in the hearts of every Malayali for her sacrifice, as well as her invaluable contribution
in tackling Nipah.



Lens...
Chronicling the SICASA events of October 2019
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REGIONAL CONFERENCE /7')\

OF SIRC oF ICAI

Lulu Bolgatty International Convention Centre,
Grand Hyatt, Kochi, Kerala.

18" & 19" November, 2019
(Monday & Tuesday)

Registration Fees:
Inclusive of GST

Members of ICAI : Rs.4,950/-

Non Members : Rs.7,000/-

For Online Registration visit:
www.sircoficai.org



