OPINION

I.
QUERIEST: 


M/s.RENO Mercantile Pvt. Ltd.,


Stone Acre,


No.67, Chamiers Road,


Chennai – 600 028.

II. 
FACTS:
1.
Queriest is registered at 67, Chamiers Road, Chennai and having factories at Katpadi, Tamil Nadu and Haryana. Both the factories are being engaged in Production of Diesel Exhaust Fluid, a liquid mandated for BS VI Vehicles.

2.
The standalone turnover for Financial Year 2019-20 is Rs.515 Lakhs and the investment in Gross Plant and Machinery as on 31.03.2020 is Rs.360 Lakhs. It is estimated that the turnover for Financial Year 2020-21 will be Rs.1,105 Lakhs and the investment in Gross Plant and Machinery as at 31.03.2021 will remain at Rs.460 Lakhs.

3.

The queriest is holding 80.22% of shares in M/s.ABI Showatech (India) Pvt. Ltd., and 100% shares in M/s.Vikasa PTE Limited and hence, act as Parent Company for both the entities. M/s.ABI Showatech (India) Pvt. Ltd., in turn, achieved a turnover of Rs.50,400 Lakhs in 2019-20 and invested Rs.55,727 Lakhs in Gross Plant and Machinery as at 31.03.2020 (ABI is out of the ambit for MSME Registration). M/s.Vikasa PTE Limited’s turnover was Rs.4,851 Lakhs (Only Interest & Dividend Income) in 2019-20 and Gross Plant and Machinery as at 31.03.2020 was Nil.

4.
The queriest intends to get itself registered under MSME, as its standalone turnover and investments in Plant and Machinery seem to be within the ambit of MSME requirements.

III.      QUERY:
In the above context, the queriest seeks clarifications on the following queries.

1.
The eligibility of the queriest for MSME Registration

(i) Based on its standalone position.
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(ii) Being a holding Company of Large Scale Companies, is the queriest still eligible for MSME Registration?

(iii) Whether State-wise/Factory-wise Registration is required?

2.
What are the benefits available if the queriest opt for MSME?

3.
As the queriest being a GST registrant and filing the returns on monthly basis, what are the benefits available towards GST in terms of concession in taxes and on other aspects?

4.
What are the other benefits from the State Government and from the relevant Ministry of Central Government?

5.
Some of the customers of the queriest are enjoying the payment terms beyond 45 days. If the queriest is registered as MSME, will the same position be continued or the customers to be advised to make the payment within 45 days? Due to such terms, if there arise chance of losing the business, whether the queriest can agree for longer credit terms and will it be permitted?

6.
Is bank borrowing interest reduction (Subvention) is applicable for loans from Private Banks? (The queriest is holding account with HDFC Bank)

7.
Any subsidy / reduction is available in Electricity Charges? If electricity connection in the name of Lessor (Building Owner), still the benefits are available for the queriest (Lessee)?

8.
Types of Returns to be filed and their periodicity.

9.
Places, Documents and Statements, where the MSME Registration Number is to be mandatorily incorporated?

10.
Prerequisite documents for registration.
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IV.
OPINION:
1.
The provisions relating to registration under MSME Act and the benefits available to units registered in terms of the said Act have undergone several changes. Section 7 of MSMED Act 2006 is enclosed to this opinion as Annexure-A. This section indicates the scope of Micro, Small Enterprises and Medium Enterprises. A copy of the recent Notification dated 26.06.2020 issued by the Ministry of Micro, Small and Medium Enterprises is enclosed to this opinion as Annexure-B. This notification refers to various aspects of the eligibility, registration process, etc., for units that are classified as Micro, Small and Medium Enterprises. Paragraph 3(3) of the above notification states the following.


“All units with Goods and Services Tax Identification Number (GSTIN) listed against the same Permanent Account Number (PAN) shall be collectively treated as one enterprise and the turnover and investment figures for all of such entities shall be seen together and only the aggregate values will be considered for deciding the category as micro, small or medium enterprise”.

2.
In view of the above, in our view, if the other companies have different PAN Numbers, then, their investment details will not be taken into consideration to decide the eligibility.

3.
The registration can be done online and there are no registration fees. The registration process is explained in Paragraph 6 of the above notification. 

4.
Further clarifications have been issued in terms of Office Memorandum dated 06.08.2020 by the above Ministry. This Office Memorandum, among others, explains, as to how, the value of plant and machinery or equipment is to be calculated. A copy of the Office Memorandum is also enclosed to this opinion as Annexure-C.
5.
There are several benefits available under MSME Act to units registered under the said Act. The main benefits are as follows:

(a)
Collateral Free Credit to a maximum of Rs.200 Lakhs is available to such units from eligible institutions. 
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(b)
Payment due to MSME Units are to be made within 45 days from the date of acceptance or date of deemed acceptance of the goods / services. This period will apply notwithstanding anything else contained in the agreement between buyer and seller in terms of any other law. For delayed payment beyond 45 days, compound interest with monthly rest at three times bank rates is to be paid.

(c)
Interest equalisation at 5% per annum is available to MSME Exporters across all exports under Interest Equilisation Scheme on Pre and Post Shipment Rupee Export Credit. Under Credit Linked Capital Subsidy Scheme, for technology upgradation, an upfront capital subsidy to the extent of 15% is available. 

(d)
Concession in Electricity Bill is provided by the State Electricity Boards. This has to be ascertained with the Electricity Boards concerned.
(e)
Under Marketing Support Assistance, the Ministry will reimburse 75% onetime registration fee for Bar Coding and 75% of Annual Renewal Fees incurred for the first three years.

(f)
Preference will be given to MSME Units in Government Purchases. 

(g)
TDS / TCS rates are cut by 25%. Due date for filing ITR is extended to 30th November, 2020. Filing of annual return under GST Law is waived for units with turnover below Rs.2 Crores.
6.
If the queriest wants to forego the benefits available to a unit under the said Act, there should not be any difficulty. While under the applicable law, payments are to be made within 45 days, it is always within the option of the queriest not to insist on compliance by buyers with that requirement. 

7.
There will not be any change with regard to the returns to be filed by MSME Unit under various tax provisions. There will be only one registration of the unit having one PAN Number. A Certificate is to be displayed in the principal place of business as well as branches and the same is made available to all vendors / contractors etc., to enable them to comply with the requirements of MSME Act, while they deal with the 
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queriest. No documents need to be filed at the time of registration by online. Self Certification is sufficient. Basic details regarding address, commodities manufactured and investment details are to be provided. Aadhaar Card is essential to apply for registration.

S. MURUGAPPAN

Encl.: As above


Sm/er

Disclaimer:- The above opinion is provided based on the information and documents made available to us by the queriest and further based on the laws and rules prevalent as on date and the understanding of such provisions by the author and is meant for the private use of the person to whom it is provided without assuming any liability for any consequential action taken based on the views expressed here.

