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Background:

Law Review Committee (LRC) was constituted after the 224 meeting of GST Council held on
06.10.2017.

LRC submitted its first draft report on 04.01.2018 and final report on 11.07.2018.

GST Policy Wing submitted analysed various representations received and prepared a
broadsheet containing the proposals for amending the law.

Consolidated proposals for law amendment as finalised by Law Committee (LC) and LRC
were discussed in the officers’ meeting before the 25t meeting of GST Council held on
18.01.2018 and in-principle approval accorded by the GST Council.

Four joint meetings of the LC & LRC were held to finalize the proposals & draft formulations.
Draft proposals that were agreed upon after the said four meetings were further discussed by
the LC on 06.07.2018.

Finalized proposals for amending the law were collated in the broadsheet containing a total
of 46 proposals for amending, details as follows:

CGST Act, 2017 IGST Act, 2017
38 proposals 7 proposals

Final

proposals

GST
UTGST Act, 2017 (Compensatfion to
States) Act, 2017

2 proposals

1 proposal

Broadsheet containing the 46 proposals was placed in the public domain
(https://www.mygov.in/), for inviting comments from the trade and public.
Approval of GST Council was sought in it's 28t meeting for the following:
> Amending the CGST Act, 2017, IGST Act, 2017, UTGST Act, 2017 and GST
(Compensation to States) Act, 2017;
» Placing the requisite law amendment Bills before the Parliament and the respective
State/Union territory legislatures.
The Bills were passed by Lok Sabha on the 10t April, 2017 and transmitted to Rajya Sabha for
its concurrence. Rajya Sabha passed the Bill with amendments af its sitting held on é™ August,
2018 and refurned it o Lok Sabha on 7t August, 2018. Lok Sabha passed the Bill on 9 August,
2018. The CGST (Amendment) Act, 2018 and The IGST (Amendment) Act, 2018, both the Acts,
received the assent of the President on the 29t August, 2018.
Government of India, Ministry of Finance, Department of Revenue, vide Nofification No.
02/2019 - Central Tax dated 29t January, 2019 hereby appointed the 1st day of February,
2019, as the date on which the provisions of the Central Goods and Services Tax
(Amendment) Act, 2018 (31 of 2018), except clause (b) of section 8, section 17, section 18,
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clause (a) of section 20, sub-clause (i) of clause (b) and sub-clause (i) of clause (c) of section
28, shall come into force.

e Similarly, Government of India, Ministry of Finance, Department of Revenue, vide Notification
No. 01/2019 - Integrated Tax dated 29* January, 2019 hereby appointed the 1st day of
February, 2019 as the date on which the provisions of the Integrated Goods and Services Tax
(Amendment) Act, 2018 (32 of 2018), shall come into force.

Definitions

Sl. No. 1 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause : section 2(4) of the CGST Act, 2017

As per CGST (Amendment) Act, 2018

(a) in clause (4),—

(i) for the words *Central Board of Excise and Customs”, the words “Central Board of Indirect Taxes and
Customs” shall be substituted;

(i) for the words “the Appellate Authority and the Appellate Tribunal”, the words, brackets and
figures “the Appellate Authority, the Appellate Tribunal and the Authority referred to in sub-section
(2) of section 171" shall be substituted

CGST Act, 2017 (as amended)

(a) in clause (4),—

(i) for the words “CeniralBoard-of Excise-and-Customs”, the words “Central Board of Indirect Taxes and
Customs” shall be substituted;

(i) for the words “the-Appeliate-Authoribrand-the-AppellateTribunal”, the words, brackets and
figures “the Appellate Authority, the Appellate Tribunal and the Authority referred to in sub-section
(2) of section 171" shall be substituted

Observation:

This is in pursuance of the change in name of the Central Board of Excise and Customs fo the
Central Board of Indirect Taxes and Customs constituted under the Central Boards of Revenue
Act, 1963 (54 of 1963).

Further, the National Anti- Profiteering Authority constituted by the Central Government under
section 171 of the CGST Act is also required to be excluded from the definition of ‘adjudicating
authority .

Definitions

Sl. No. 2 (has been made effective from 1t February, 2019)

Section/Sub-section/ Clause : section 2(17)(h) of the CGST Act, 2017

As per CGST (Amendment) Act, 2018

(b) in clause (17), for sub-clause (h), the following sub-clause shall be substituted, namely: -

"(h) activities of arace club including by way of totalisator or a license to book maker or activities of
alicensed book maker in such club; and”;

CGST Act, 2017 (as amended)
(h) arvi ovi bv-arrg ALCHY J 7
and activities of a race club including by way of totalisator or a license to book maker or activities
of a licensed book maker in such club; and”;

Observation:

Changes are being made tfo ensure that all activities related to a race club are included. The term
“services” in this clause leads to ambiguity, as actionable claims have been defined as ‘goods’ in
the CGST Act.

Definitions

Sl. No. 3 (has been made effective from 1st February, 2019)

Section/Sub-section/ Clause : section 2(35) of the CGST Act, 2017

As per CGST (Amendment) Act, 2018
(d) in clause (35), for the word, brackets and letter “clause (c)”, the word, brackets and letter “clause
(b)" shall be substituted;

CGST Act, 2017 (as amended)
(1) (35) "cost accountant” means a cost accountant as defined in elause-{e} clause (b) of sub-
section (1) of section 2 of the Cost and Works Accountants Act, 1959;

Observation:
Section 2(1) (b) of Cost and Works Accountants Act, 1959 stipulates that:




(b) “cost accountant” means a person who is a member of the Institute;
(c) “Council” means the Council of the Institute;
Thus an inadvertent drafting error has been corrected.

Definitions

SI. No. 4 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 2(18) of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
Clause (18] shall be omitted

Observation:

i.  Omission of ‘business vertical’ was not recommended by the GST Council in it's 28" meeting.

i. ~Concept of business vertical has been omitted, section 25 has been amended so that multiple
business places in a State or Union Territory may be granted a separate registration for each
such place of business.

Definitions

Sl. No. 5 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 2(69) of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In sub-clause (f), after the word and figures “article 371", the words, figures and letter “and article
371J" shall be inserted;

CGST Act, 2017 (as amended):
(69) “local authority” means—

(f) a Development Board constituted under article 371 and article 371J of the Constitution; or

Observation:

Article 371J of the Constitution grants special status to é6 backward districts of Karnataka-
Hyderabad region. Under this article, the President is empowered to establish a separate Board fo
ensure equitable distribution of funds in the State’s budget to meet the developmental needs of
the region. It is being added now based on the request received from the State of Karnataka.

Definitions

Sl. No. 6 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 2(102) of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

the following Explanation shall be inserted, namely:—

‘Explanation. — For the removal of doubtfs, it is hereby clarified that the expression “services”
includes facilitating or arranging transactions in securities;’

CGST Act, 2017 (as amended):

(102) “services” means anything other than goods, money and securities but includes activities
relating to the use of money or its conversion by cash or by any other mode, from one form,
currency or denomination, to another form, currency or denomination for which a separate
consideration is charged;

Explanation.—For the removal of doubts, it is hereby clarified that the expression ‘“services”
includes facilitating or arranging transactions in securities;
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Observation:

Although ‘securities’ has been excluded from the definition of ‘goods’ and ‘services’ in the CGST
Act, facilitating or arranging transactions in securities is liable to GST. This has been clarified
recently through a detailed FAQ on Banking and Insurance wherein it has been clarified that if
some service charges or service fees or documentation fees or broking charges or such like fees
or charges are charged in relation to transactions in securities, the same would be a consideration
for provision of service and chargeable to GST.

Thus an “Explanation” was inserted in accordance with the recommendation of GST Council in
order to remove any doubfs.

Supply

Sl. No. 7 (has been made effective from 15t July, 2017, i.e, retrospective effect)

Section/Sub-section/ Clause: section 7 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 7 of the principal Act, with effect from the 1st day of July, 2017, —
(a) in sub-section (1), —
(i) inclause (b), after the words "“or furtherance of business;”, the word "and” shall be
inserted and shall always be deemed to have been inserted;
(i) in clause (c), after the words “a consideration”, the word “and” shall be omitted and shall
always be deemed to have been omitted;
(iii) clause (d) shall be omitted and shall always be deemed to have been omitted;
(b) after sub-section (1), the following sub-section shall be inserted and shall always be deemed to
have been inserted, namely: -
“(1A) where certain activities or fransactions, constitute a supply in accordance with the provisions
of sub-section (1), they shall be tfreated either as supply of goods or supply of services as referred
to in Schedule I1.”
(c) in sub-section (3), for the words, brackets and figures “sub-sections (1) and (2)”, the words,
brackets, figures and letter "sub-sections (1), (1A) and (2)" shall be substituted.

CGST Act, 2017 (as amended)
1. For the purposes of this Act, the expression “supply” includes—

(a) all forms of supply of goods or services or both such as sale, transfer, barter, exchange,
licence, rental, lease or disposal made or agreed to be made for a consideration by a
person in the course or furtherance of business;

(b) import of services for a consideration whether or not in the course or furtherance of
business; and

(c) the activities specified in Schedule |, made or agreed to be made without a

consideration; and

(TA) where certain activities or fransactions constitute a supply in accordance with the provisions
of sub-section (1), they shall be treated either as supply of goods or supply of services as referred
to in Schedule II.”;
2. Notwithstanding anything contained in sub-section (1), -
(a) activities or fransactions specified in Schedule llI; or
(b) such activities or transactions undertaken by the Cenfral Government, a State
Government or any local authority in which they are engaged as public authorities, as
may be nofified by the Government on the recommendations of the Council, shall be
freated neither as a supply of goods nor a supply of services.
3. Subject to the provisions of sub-sections—{H—and—{2}-sub-sections (1), (1TA) and (2), the
Government may, on the recommendations of the Council, specify, by nofification, the
fransactions that are to be treated as—
(a) asupply of goods and not as a supply of services; or
(b) supply of services and not as a supply of goods.

Observation:

i.  Classification of certain specified activities or fransactions (which qualify as a supply under the
CGST Act) either as supply of goods or supply of services is supposed to be done in Schedule I,
i.e, it has to be construed as ‘supply’ first.

i. However, it was observed that clause (d) being part of the sub-section defining the term
‘supply’ leads to a situation where an activity listed in Schedule Il would be deemed to be a
supply even if it does not constitute a supply as per clauses (a), (b) and (c) of sub-section




(1).
ii. Hence, it was proposed fo insert a new sub-section (1A) in section 7 and omit clause (d) of sub-
section (1).

Levy and Collection

Sl. No. 8 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 9 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 9 of the principal Act, for sub-section (4), the following sub-section shall be substituted,
namely:—

“(4) The Government may, on the recommendations of the Council, by nofification, specify a class
of registered persons who shall, in respect of supply of specified categories of goods or services or
both received from an unregistered supplier, pay the tax on reverse charge basis as the recipient
of such supply of goods or services or both, and all the provisions of this Act shall apply to such
recipient as if he is the person liable for paying the tax in relation to such supply of goods or
services or both.”

registered persons who shall, in respect of supply of specified categories of goods or services or
both received from an unregistered supplier, pay the tax on reverse charge basis as the recipient
of such supply of goods or services or both, and all the provisions of this Act shall apply to such
recipient as if he is the person liable for paying the tax in relation to such supply of goods or
services or both.

Observation:

i. Section 9 (4), which mandates that all registered persons shall pay the tax on reverse charge
basis on purchases made from unregistered persons, was under suspension. Omission of this
sub-section may be construed as a trade friendly measure.

i. ~ GST Council proposed and passed to take an enabling power for the Government to notify a
class of registered persons who would be liable to pay tax on reverse charge basis in case of
receipt of goods from an unregistered supplier.

ii. It is worth mentioning here that Government of India, Ministry of Finance, Department of
Revenue, vide Notification No. 01/2019 — Central Tax (Rate) dated 29" January, 2019 has
rescinded Notification No. 8/2017 - Central Tax (Rate) dated 28 June, 2017 with effect from 1st
February, 2019.

Composition levy

Sl. No: 8 (has been made effective from 1t February, 2019)

Section/Sub-section/ Clause: section 10 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 10 of the principal Act, -
(a) Insub-section (1) -

(i) for the words “in lieu of the tax payable by him, an amount calculated at such rate”, the
words, brackets and figures "in lieu of the tax payable by him under sub-section (1) of section 9, an
amount of tax calculated at suchrate” shall be substituted;

(i) in the proviso, for the words “one crore rupees”, the words “one crore and fifty lakh rupees”
shall be substituted;

(iii) after the proviso, the following proviso shall be inserted, namely.—

“Provided further that a person who opts to pay tax under clause (a) or clause (b) or
clause (c) may supply services (other than those referred to in clause (b) of paragraph 6 of
Schedule lI), of value not exceeding ten per cent. of turnover in a State or Union ferritory in the
preceding financial year or five lakh rupees, whichever is higher.”;
in sub-section (2), for clause (a), the following clause shall be substituted, namely:—

"(a) save as provided in sub-section (1), he is not engaged in the supply of services;"

CGST Act, 2017 (as amended):
Section 10: Composition levy
1. Notwithstanding anything to the confrary contained in this Act but subject to the provisions of
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sub-sections (3) and (4) of section 9, a registered person, whose aggregate furnover in the
preceding financial year did not exceed fifty lakh rupees may opt to pay,-intieuv—ef-thetax
payable-by-him—an-amountcalculated-atsuchrate- in lieu of the tax payable by him under sub-
section (1) of section 9, an amount of tax calculated at such rate as may be prescribed, but not
exceeding,—

(a) One per cent. of the turnover in State or turnover in Union territory in case of a
manufacturer,

(b) two and a half per cent. of the turnover in State or furnover in Union ferritory in case of
persons engaged in making supplies referred to in clause (b) of paragraph é of Schedule Il, and

(c) half per cent. of the turnover in State or turnover in Union territory in case of other
suppliers, subject to such conditions and restrictions as may be prescribed:
Provided that the Government may, by nofification, increase the said limit of fifty lakh rupees to
such higher amount, not exceeding ene-crererupees one crore and fifty lakh rupees, as may be
recommended by the Council.

Provided further that a person who opts to pay tax under clause (a) or clause (b) or clause
(c) may supply services (other than those referred to in clause (b) of paragraph é of Schedule ll),
of value not exceeding ten per cent. of furnover in a Stafte or Union territory in the preceding
financial year or five lakh rupees, whichever is higher.
2.The reg|sTered person shall be e||g|b|e To opf under sub sechon (1), if:—
(a) A i

GLW save as prowded in sub sechon (1), he is not engoged in The suppl\/

of services;

Observation:

The amendments seek to remove any interpretational ambiguity to state that the composition tax
payers shall, in lieu of the tax payable on the invoice value of the transactions under section 9(1)
(applicable to regular taxpayers), pay tax as a percentage of their turnover.

The limit is being raised from Rs. 1 crore to Rs. 1.5 crore as a measure of frade facilitation, as
already recommended by the GST Council.

At present, registered persons engaged in the supply of services (other than restaurant services)
are not eligible for composition scheme. As a result, manufacturers and traders supplying services
are unable to opt for the scheme even if its percentage is very small as compared to the supplies
of goods. With a view to enable these taxpayers to avail of the benefit of composition scheme, a
new proviso is being added in order to allow them to be eligible for the scheme even if they
supply services of value not exceeding 10% of the turnover in the preceding financial year in a
State/Union territory or Rs. 5 lakhs, whichever is higher.

This is a taxpayer-friendly measure with a believe that small taxpayers would immensely benefit
from this amendment.

Time and supply of goods

Sl. No: 9 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 12 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 12 of the principal Act, in sub-section (2), in clause (a), the words, brackets and figure
"sub-section (1) of” shall be omitted.

CGST Act, 2017 (as amended):
Section 12: Time of supply of goods

2. The time of supply of goods shall be the earlier of the following dates, namely:—
(a) the date of issue of invoice by the supplier or the last date on which he is required, under sub-
section{H-of section 31, to issue the invoice with respect to the supply; or

Observation:
The amendment seeks to correct a drafting error in the earlier law, as the issuance of invoice/other
documents are also contained in other sub-sections of section 31.

Time of supply of services

Sl. No: 10 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 13 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 13 of the principal Act, in sub-section (2), the words, brackets and figure “sub-section (2)
of"” occurring at both the places, shall be omitted.
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CGST Act, 2017 (as amended):
Section 13: Time of supply of services

2. The time of supply of services shall be the earliest of the following dates, namely:—

(a)the date of issue of invoice by the supplier, if the invoice is issued within the period prescribed
under sub-section{2}-of section 31 or the date of receipt of payment, whichever is earlier; or

(b) the date of provision of service, if the invoice is not issued within the period prescribed under
sub-section{2}-of section 31 or the date of receipt of payment, whichever is earlier; or

Observation:
The amendment seeks to correct a drafting error as the provisions for issuance of invoices/other
documents are also contained in other sub-sections of section 31.

Eligibility and conditions for taking input tax credit

Sl. No: 11 (has been made effective from 15t February, 2019 except for clause (c))

Section/Sub-section/ Clause: section 16 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 16 of the principal Act, in sub-section (2),—
(a) in clause (b), for the Explanation, the following Explanation shall be substituted,
namely:—
“Explanation - For the purposes of this clause, it shall be deemed that the registered person
has received the goods or, as the case may be, services—

(i) where the goods are delivered by the supplier to a recipient or any other person on the
direction of such registered person, whether acting as an agent or otherwise, before or during
movement of goods, either by way of transfer of documents of title to goods or otherwise;

(i) where the services are provided by the supplier to any person on the direction of and
on account of such registered person.”;

(b) in clause (c), for the word and figures “"section 41", the words, figures and letter
“section 41 or section 43A" shall be substituted.

CGST Act, 2017 (as amended):
Section 16: Eligibility and conditions for taking input tax credit

(o] RS

(b) he hasreceived the goods or services or both.
Explanation -

For the purposes of Th|s clouse it shall be deemed that the registered person has recewed the
goods or, as the case may be, services—

(i) where the goods are delivered by the supplier to a recipient or any other person on the
direction of such registered person, whether acting as an agent or otherwise, before or during
movement of goods, either by way of fransfer of documents of title to goods or otherwise;

(i) where the services are provided by the supplier to any person on the direction of and on
account of such registered person.”,

(c) subject to the provisions of section-41 section 41 or section 43A, the tax charged in respect of
such supply has been actually paid to the Government, either in cash or through ufilisation of input
tax credit admissible in respect of the said supply; and

Observation:

i. ~ One of the conditions for availing of credit by the registered person under the Act is the
receipt of goods or services or both by him. In the case of “bill-to-ship-to” situations, for the
purposes of availing of ITC on goods by the registered person, a deeming provision is present
as an Explanation to section 16(2)(b) vide which the registered person is deemed to have
received the goods where the goods are delivered by the supplier to a recipient or any other
person on the direction of the said registered person.

i. ~Sub-clause (c)is not in force.

ii. ~ GST Council had proposed to provide this deeming fiction in case of services as well which will
be taxpayer- friendly and accordingly the Act was amended.

iv. GST Council recommended amendment fo first proviso of clause (d) of section 16(2) of the
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CGST Act, 2017 as follows:

“Provided further that where a recipient fails to pay to the supplier of goods or
services or both, other than the supplies on which tax is payable on reverse charge basis, the
amount towards the value of supply along with tax payable thereon within a period of one
hundred and eighty days from the date of issue of invoice by the supplier, an amount equal to
the input tax credit availed by the recipient shall be added to his oufput tax liability, eleng-with
interestthereon; in such manner as may be prescribed:”

However, the above recommendation didn’t find a place in the CGST
Amendment Bill, 2018.

Apportionment of credit and blocked credits

Sl. No. 12 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 17 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 17 of the principal Act,—
(a) in sub-section (3). the following Explanation shall be inserted, namely:—

‘Explanation.— For the purposes of this sub-section, the expression ‘‘value of exempt
supply’’ shall not include the value of activities or transactions specified in Schedule lll, except those
specified in paragraph 5 of the said Schedule.’;

(b) in sub-section (5), for clauses (a) and (b). the following clauses shall be substituted,
namely:—

“(a) motor vehicles for transportation of persons having approved seating capacity of not
more than thirteen persons (including the driver), except when they are used for making the
following taxable supplies, namely:—

(A\) further supply of such motor vehicles; or
(B) tfransportation of passengers; or
(C) imparting training on driving such motor vehicles;

(aa) vessels and aircraft except when they are used -

(i) for making the following taxable supplies, namely: -

(A\) further supply of such vessels or aircraft; or

(B) transportation of passengers; or

(C) imparting fraining on navigating such vessels; or
(D) imparting fraining on flying such aircraft;

(i) for transportation of goods;

(ab) services of general insurance, servicing, repair and maintenance in so far as they relate
to motor vehicles, vessels or aircraft referred to in clause (a) or clause (aa):

Provided that the input tax credit in respect of such services shall be available—
(i) where the motor vehicles, vessels or aircraft referred to in clause (a) or clause (aa)
are used for the purposes specified therein;

(i) where received by a taxable person engaged —

(I} in the manufacture of such motor vehicles, vessels or aircraft; or

() in the supply of general insurance services in respect of such motor vehicles,
vessels or aircraft insured by him;

(b)the following supply of goods or services or both —

(i) food and beverages, outdoor catering, beauty freatment, health services,
cosmetic and plastic surgery, leasing, renting or hiring of motor vehicles, vessels or aircraft referred
fo in clause (a) or clause (aa) except when used for the purposes specified therein, life insurance
and health insurance:

Provided that the input tax creditin respect of such goods or services or both shall
be available where an inward supply of such goods or services both is used by a registered
person for making an outward taxable supply of the same category of goods or services or both or
as an element of a taxable composite or mixed supply;

(i) membership of a club, health and fitness centre; and
(iii) fravel benefits extended to employees on vacation such as leave or home
fravel concession:

Provided that the input tax creditinrespect of such goods or services or both shall

be available, where it is obligatory for an employer to provide to its employees under any law for the
fime beingin force.”

CGST Act, 2017 (as amended)
Section 17: Apportionment of credit and blocked credits




2

3. The value of exempt supply under sub-section (2) shall be such as may be prescribed, and shalll
include supplies on which the recipient is liable to pay tax on reverse charge basis, fransactions in
securities, sale of land and, subject to clause (b) of paragraph 5 of Schedule II, sale of building.
Explanation.—For the purposes of this sub-section, the expression ‘‘value of exempt supply’’ shall
not include the value of activities or fransactions specified in Schedule lll, except those specified in
paragraph 5 of the said Schedule. ;

5. Notwithstanding anything contained in sub-section (1) of section 16 and subsection (1) of
section 18, input tax credit shall not be available in respect of the following, namely:—

(a) motor vehicles for transportation of persons having approved seating capacity of not
more than thirteen persons (including the driver), except when they are used for making the
following taxable supplies, namely:—

(A) further supply of such motor vehicles; or
(B) tfransportation of passengers; or
(C) imparting fraining on driving such motor vehicles;
(aa) vessels and aircraft except when they are used—
(i) for making the following taxable supplies, namely:—
(A\) further supply of such vessels or aircraft; or
(B) transportation of passengers; or
(C) imparting training on navigating such vessels; or
(D) imparting training on flying such aircraft;
(ii) for transportation of goods;
(ab) services of general insurance, servicing, repair and maintenance in so far as they relate
to motor vehicles, vessels or aircraft referred to in clause (a) or clause (aa):
Provided that the input tax credit in respect of such services shall be available—
(i) where the motor vehicles, vessels or aircraft referred to in clause (a) or
clause (aa) are used for the purposes specified therein;
(i) where received by a taxable person engaged—
(I) in the manufacture of such motor vehicles, vessels or aircraft; or
(1) in the supply of general insurance services in respect of such motor
vehicles, vessels or aircraft insured by him;

(b) the following supply of goods or services or both—

(i) food and beverages, outdoor catering, beauty freatment, health services,
cosmetic and plastic surgery, leasing, renting or hiring of motor vehicles, vessels or aircraft referred
fo in clause (a) or clause (aa) except when used for the purposes specified therein, life insurance
and health insurance:

Provided that the input tax credit in respect of such goods or services or both shall be
available where an inward supply of such goods or services or both is used by a registered person
for making an outward taxable supply of the same category of goods or services or both or as an
element of a taxable composite or mixed supply;
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(i) membership of a club, health and fitness centre; and
(iii) travel benefits extended to employees on vacation such as leave or home
fravel concession:
Provided that the input tax credit in respect of such goods or services or both shall be
available, where it is obligatory for an employer to provide the same to its employees under any
law for the fime being in force.

Observation:

GST Council proposed to allow availment of ITC on activities or fransactions specified in Schedule
lll (other than sale of land and, subject to clause (b) of paragraph 5 of Schedule Il, sale of
building) by excluding it from the ambit of ‘exempt supply’ on which ITC is blocked.

However, the amendment was made in the form of inserting an explanation.

In case of motor vehicles, having approved capacity of not more than 13 persons
(including the driver), scope of input tax credit (ITC) has been expanded when it is used for
specified purposes as stated above. On the strength of the amendment, input tax credit (ITC)
would now be available in respect of dumpers, work-trucks, fork-lift trucks and other special
purpose motor vehicles. Thus, it may be inferred that input tax credit (ITC) is admissible without any
condition in case of motor vehicles with approved sitting capacity of more than 13 persons
(including drivers).

There were two school of thoughts for availing input tax credit (ITC) for certain category of
expenditures, viz, general insurance, servicing, repair and maintenance of motor vehicles, as the
phrase ‘in respect of’ was stated and not 'in relation to’. However, with this amendment, all such
different intferpretations on eligibility of input tax credif (ITC) on these expenditures is put to rest.

Similarly different interpretations were made in case of leasing, renting and hiring motor
vehicles. All such different interpretations are put to rest after this amendment.

Prior to the amendment, input tax credit was not available on food and beverages, health
services and fravel benefits. However after amendment, benefit of input tax credit (ITC) on food
and beverages, health services and travel benefits are available to an employer where it is
obligatory for an employer to provide the same to its employees under any law for the time being
in force. Thus amendment is a taxpayer friendly amendment.

It may be recalled that Authority for Advance Ruling — Kerala u/s 98 of the GST Act, 2017 in
the case of M/s. Caltech Polymers Pvt. Ltd. ordered vide order no. CT/531/18-C3 dated 26.03.2018
that recovery of food expenses from the employees for the canteen services provided by
company would come under the definition of 'outward supply’ as defined in section 2(83) of the
Act, 2017, and therefore, taxable as a supply of service under GST. It was obligatory for M/s.
Caltech Polymers Pvt. Ltd. to provide canteen services to the employees under the provisions of
the Factories Act, 1948. After the amendment, benefit of input tax credit (ITC) will be available
under similar situations. However, benefits of input tax credit (ITC) will not be available when food
and beverages, health services and travel benefits are provided to the employees which is not
obligatory.

Manner of distribution of credit by input service distributor

Sl. No: 13 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: clause (c) of section 20 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 20 of the principal Act, in the Explanation, in clause (c), for the words and figures “under
entry 84,”, the words, figures and letter “under entries 84 and 92A" shall be substituted.

CGST Act, 2017 (as amended):
Section 20: Manner of distribution of credit by input service distributor
To e

O) e e

D) e

(c) the term ‘'‘turnover’’, in relation to any registered person engaged in the supply of
taxable goods as well as goods not taxable under this Act, means the value of furnover,
reduced by the amount of any duty or fax levied unaderentry-84 under entries 84 and 92A
of List | of the Seventh Schedule to the Constitution and entries 51 and 54 of List Il of the
said Schedule.
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Observation:

GST Council proposed to exclude the amount of tax levied under entry 92A of List | from the value of
turnover for the purposes of distributfion of credit. The same was inadvertently left out from clause
(c) of Explanation to section 20.

Section 20 deals with the manner of distribution of credit by the Input Service Distributor. Section 20
(2)(d) provides that where the credit is atfributable to more than one recipient, such credit shall be
distributed amongst the recipient’s pro rata on the basis of turnover in the State or Union territory.
As per clause (c) of Explanation to section 20, the expression “turnover” does not include any
duty or tax levied under entry 84 of List | of the Seventh Schedule to the Constitution and entries 51
and 54 of List Il of the said Schedule.

Entry 54 of List Il covers taxes on the sale or purchase of goods other than newspapers, subject to
the provisions of entry 92A of List | while Enfry 92A of List | covers taxes on the sale or purchase of
goods other than newspapers, where such sale or purchase takes place in the course of inter-State
frade or commerce.

Thus, it was proposed fo correct this inadvertent omission.

Person liable for registration
Sl. No: 14 (has been made effective from 1t February, 2019)

Section/Sub-section/ Clause: section 22 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 22 of the principal Act,—

(a) in sub-section (1), after the proviso, the following proviso shall be inserted,

namely:-

"Provided further that the Government may, at the request of a special category State and on the
recommendations of the Council, enhance the aggregate turnover referred to in the first proviso from
ten lakh rupees to such amount, not exceeding twenty lakh rupees and subject to such conditions
and limitations, as may be so notified.”;

(b) in the Explanation, in clause (iii), after the words “State of Jammu and Kashmir”, the words
"and States of Arunachal Pradesh, Assam, Himachal Pradesh, Meghalaya, Sikkim and
Uttarakhand" shall be inserted.”.

CGST Act, 2017 (as amended):

Section 22: Person liable for registration

1. Every supplier shall be liable to be registered under this Act in the State or Union territory, other
than special category States, from where he makes a taxable supply of goods or services or both,
if his aggregate turnover in a financial year exceeds twenty lakh rupees:

Provided that where such person makes taxable supplies of goods or services or both from
any of the special category States, he shall be liable to be registered if his aggregate turnoverin a
financial year exceeds ten lakh rupees.

Provided further that the Government may, at the request of a special category State and
on the recommendations of the Council, enhance the aggregate turnover referred to in the first
proviso from ten lakh rupees to such amount, not exceeding twenty lakh rupees and subject o
such conditions and limitations, as may be so nofified.;

2. e
3 e
Ao e
Explanation:
(1) e
T
{ii} the expression “special category States” shall mean the States as specified in

sub clause (g) of clause (4) of article 279A of the Constitution except the State
of Jammu and Kashmir and States of Arunachal Pradesh, Assam, Himachal
Pradesh, Meghalaya, Sikkim and Uttarakhand.

Observation:

Consequent to this amendment, Act has now provided that threshold limit of a special
category State may be increased from ten lakh rupees to twenty lakh rupees and accordingly
threshold limit is raised from rupees ten lakh to rupees twenty lakhs for the States of Assam,
Arunachal Pradesh, Himachal Pradesh, Meghalaya, Sikkim and Uttarakhand.

However, threshold limit remains unchanged at rupees ten lakh for the States of Manipur, Mizoram,
Nagaland and Tripura.
Further, it may be noted that GST Council in it's 32nd Council meeting has proposed basic
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exemption threshold limit for registration as under:
» supplier of Goods: Rs.20 lakhs or Rs. 40 lakhs as the states would decide;
»  supplier of Services: Rs. 20 lakhs & 10 lakhs in case of special category States;
States were given an option to decide about one of the limits (i.e. between 40 lakhs or 20
lakhs) within a weeks' time. The Threshold for Registration for Service Providers would continue to
be Rs 20 lakhs and in case of Special Category States at Rs 10 lakhs.
A differentiation between the Goods and services would arise and some of the issues in
past to decide whether a fransaction is that of Goods or service may again crop up for
determination of registration requirement.

Compulsory registration in certain cases.

Sl. No: 15 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: clause (x) of section 24 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 24 of the principal Act, in clause (x), after the words “commerce operator”, the words and
figures “who is required fo collect tax at source under section 52" shall be inserted.

CGST Act, 2017 (as amended):
(x) every electronic commerce operator who is required fo collect fax af source under section 52

Observation:

An e-commerce operator is presently required to take compulsory registration in terms of section
24(x) even if his aggregate tfurnover in a financial year does not exceed Rs. 20 lakhs. Clause (x) of
section 24 is being amended to provide that only those e-commerce operators who are required
to collect tax at source under section 52 would be required fo take compulsory registration. Other
e- commerce operators who are not required to collect tax at source under section 52 would
henceforth not be required to take registration if their aggregate turnover in a financial year did
not exceed Rs. 20 lakhs.

This is a taxpayer-friendly measure. Small e-commerce operators who are not required to collect
tax at source under section 52 would now be eligible for availing the threshold exemption limit
benefit for registration purposes.

Procedure for regisiration

SI. No: 16 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 25 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 25 of the principal Act,—

(a)in sub-section (1), after the proviso and before the Explanation, the following proviso shall

be inserted, namely:—

"Provided further that a person having a unit, as defined in the Special Economic Zones

Act, 2005, in a Special Economic Zone or being a Special Economic Zone developer shall have
to apply for a separate registration, as distinct from his place of business located outside the
Special Economic Zonein the same State or Unionterritory.";

(b)insub-section (2), for the proviso, the following proviso shall be substituted, namely:—
"Provided that a person having multiple places of business in a State or Union territory may be
granted a separate registration for each such place of business, subject to such conditions as
may be prescribed.".

CGST Act, 2017 (as amended):

Section 25: Procedure for registration

1. Every person who is liable to be registered under section 22 or section 24 shall apply for
registration in every such State or Union territory in which he is so liable within thirty days from the
date on which he becomes liable to registration, in such manner and subject to such conditions as
may be prescribed:

Provided that a casual taxable person or a non-resident taxable person shall apply for registration
at least five days prior to the commencement of business.

Provided further that a person having a unit, as defined in the Special Economic Zones Act, 2005,
in a Special Economic Zone or being a Special Economic Zone developer shall have to apply for a
separate registration, as distinct from his place of business located outside the Special Economic
Zone in the same State or Union territory;

2. A person seeking registration under this Act shall be granted a single registration in a State or
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preseribed: Provided that a person having multiple places of business in a State or Union territory
may be granted a separate registration for each such place of business, subject to such
conditions as may be prescribed.

Observation:

GST Council had proposed to insert the provisions of separate registration for a person having a
unit(s) in a Special Economic Zone or being a Special Economic Zone developer as a business
vertical distinct from his other units located outside the Special Economic Zone. This provision is
already contained in rule 8 of the CGST Rules.

In line with the amendment to allow a person having multiple places of business in a State or
Union territory to obtain separate registration for each such place of business, a person having
multiple units in an SEZ is also being allowed to take separate registration for each such unit.

It is proposed to allow persons having multiple places of business in a State or Union territory to
obtain separate registrations for each such place of business.

As per the extant provisions, a person seeking registration under the Act shall be granted a
single registration in a State or Union territory. However, if he has multiple business verticals in a State
or Union territory, he may obtain separate registration for each business vertical. Certain PSUs have
requested for separate registration for their individual units in a State, a facility which was available
prior tolst July2017.

This amendment is a taxpayer- friendly measure.

Cancellation of registration

Sl. No: 17 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 29 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 29 of the principal Act,—

(a) in the marginal heading after the word “Cancellation”, the words "or suspension” shall be
inserted;

(b) in sub-section (1), after clause (c), the following proviso shall be inserted, namely:—

“Provided that during pendency of the proceedings relating to cancellation of registration filed
by the registered person, the registration may be suspended for such period and in such manner as
may be prescribed.”;

(c) in sub-section (2), after the proviso, the following proviso shall be inserted,
namely:—

“Provided further that during pendency of the proceedings relating to cancellation of
registration, the proper officer may suspend the registration for such period and in such manner as
may be prescribed.”

CGST Act, 2017 (as amended):
Section 29: Cancellation or suspension of registration

c. the taxable person, other than the person registered under sub-section (3) of section 25, is no
longer liable to be registered under section 22 or section 24.
Provided that during pendency of the proceedings relating to cancellation of registration filed by
the registered person, the registration may be suspended for such period and in such manner as
may be prescribed.;
(a) registration has been obtained by means of fraud, wilful misstatement or suppression of facts:
Provided that the proper officer shall not cancel the registration without giving the person an
opportunity of being heard.
Provided further that during pendency of the proceedings relafing fo cancellation of
registration, the proper officer may suspend the registration for such period and in such manner as
may be prescribed.

Observation:

It was proposed to provide that once a registered person has applied for cancellation of registration,
the proper officer may temporarily suspend its registration till the procedural formalities for cancellation
are completed.

This measure would relieve the taxpayer of continued compliance burden under the law fill such
time as the process of allowing cancellation of registration is completed as there is a time gap
between applying for a time gap and cancellation of registration. Amendment has done away the
requirement of compliance during this intervening period.

The insertion of this proviso seeks to ensure that once it is sought to cancel the registration of a
registered person, the proper officer may temporarily suspend the registration till the procedural
formalities for cancellation are completed.
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Credit and Debit notes

Sl. No: 18 (has been made effective from 1st February, 2019)

Section/Sub-section/ Clause: section 34 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 34 of the principal Act,—
(a) in sub-section (1), —
(i) for the words “Where a tax invoice has”, the words “Where one or more tax invoices
have” shall be substituted;
(i) for the words "a credit note”, the words “one or more credit notes for supplies made in a
financial year” shall be substituted;
(b) in sub-section (3),—
(i) for the words “Where a tax invoice has”, the words "Where one or more tax invoices
have" shall be substituted;
(i) for the words "“a debit note”, the words “one or more debit notes for supplies made in a
financial year” shall be substituted.

CGST Act, 2017 (as amended):

Where-agtax-invoice-has Where one or more fax invoices have been issued for supply of any
goods or services or both and the taxable value or tax charged in that tax invoice is found to
exceed the taxable value or tax payable in respect of such supply, or where the goods supplied
are returned by the recipient, or where goods or services or both supplied are found to be
deficient, the registered person, who has supplied such goods or services or both, may issue to the
recipient a-credit-nete one or more credit notes for supplies made in a financial year containing
such particulars as may be prescribed.

3. Where-atax-inveoice-has Where one or more tax invoices have been issued for supply of any
goods or services or both and the taxable value or tax charged in that tax invoice is found fo be
less than the taxable value or tax payable in respect of such supply, the registered person, who
has supplied such goods or services or both, shall issue to the recipient e-debit-note one or more
debit notes for supplies made in a financial year containing such particulars as may be prescribed.

Observation:

Prior to the amendment, a credit / debit note which is issued by the registered person is required to
be issued invoice-wise. This causes avoidable compliance burden for tax payers. Thus, GST Council
proposed to allow issuance of consolidated credit/debit notes which is in line with the best
international practices.

The amendment seeks to permit a registered person fo issue consolidated credit / debit notes in
respect of multiple invoices issued in a Financial Year without linking the same to individual
invoices.

This would simplify the compliance procedure.

Accounts and other records

Sl. No: 19 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 35 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 35 of the principal Act, in sub-section (5), the following proviso shall be inserted, namely:—
“Provided that nothing contained in this sub-section shall apply fo any department of the

Central Government or a State Government or a local authority, whose books of account are

subject to audit by the Comptroller and Auditor-General of India or an auditor appointed for

auditing the accounts of local authorities under any law for the time beingin force.”.

CGST Act, 2017 (as amended):

1. Every registered person whose turnover during a financial year exceeds the prescribed limit
shall get his accounts audited by a chartered accountant or a cost accountant and shall submit a
copy of the audited annual accounts, the reconciliation statement under sub-section (2) of
section 44 and such other documents in such form and manner as may be prescribed.

Provided that nothing contained in this sub-section shall apply to any department of the Central
Government or a State Government or a local authority, whose books of account are subject to
audit by the Comptroller and Auditor-General of India or an auditor appointed for auditing the
accounts of local authorities under any law for the time being in force.

Observation:

In terms of section 35 (5) of the CGST Act, every registered person whose turnover during a
financial year exceeds the prescribed limit (presently, Rs. 2 crore) shall get his accounts audited
by a chartered accountant or a cost accountant and shall submit a copy of the audited annual
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accounts, the reconciliation statement under sub-section (2) of section 44 and other prescribed
documents.

In this regard, Ministry of Defence has represented that the annual accounts of Canteen
Stores Department (CSD) are internally audited by the Controller of Defence Accounts (CDA)
and therefore, should not be subject to audit by a Chartered Accountant or a Cost Accountant.

Thus, GST Council proposed to provide that any department of the Central or State
Government/local authority which is subject to audit by CAG need nof get their books of
account audited by any Chartered Accountant or Cost Accountant.

Furnishing of returns

SI. No: 20 (not in force, yet to be notified)

Section/Sub-section/ Clause: section 39 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 39 of the principal Act,—
(a) in sub-section (1),—

(i) for the words “in such form and manner as may be prescribed”, the words in such form,
manner and within such fime as may be prescribed” shall be substituted;

(i) the words “on or before the twentieth day of the month succeeding such calendar month
or part thereof " shall be omitted;

(iii) the following proviso shall be inserted, namely:—

"Provided that the Government may, on the recommendations of the Council, notify certain
classes of registered persons who shall furnish return for every quarter or part thereof, subject to
such conditions and safeguards as may be specified therein.”;

(b) in sub-section (7), the following proviso shall be inserted, namely:—

“Provided that the Government may, on the recommendations of the Council, notify
certain classes of registered persons who shall pay to the Government the tax due or part thereof as
per the return on or before the last date on which he is required to furnish such return, subject to
such conditions and safeguards as may be specified therein.”;

(c) in sub-section (9),—

(i) for the words "in the return to be furnished for the month or quarter during which such
omission or incorrect particulars are notficed", the words "in such form and manner as may
be perscribed" shall be substituted;

(i) in the proviso, for the words “the end of the financial year”, the words “the end of the
financial year to which such details pertain” shall be substituted.

CGST Act, 2017 (as amended):
Section 39: Furnishing of returns

1. Every registered person, other than an Input Service Distributor or a non-resident taxable
person or a person paying tax under the provisions of section 10 or section 51 or section 52
shall, for every calendar month or part thereof, furnish, in-such-form-and-manner-asmay-be
preseribed in such form, manner and within such time as may be prescribed, a return,
electronically, of inward and outward supplies of goods or services or both, input tax credit
ovculed ’rox poyoble tax paid and such other porhculors as may be prescribed, on-or-before

Prowded that The Govemmem may, on the recommendohons of the Council, nohfy certain
classes of registered persons who shall furnish return for every quarter or part thereof, subject o
such conditions and safeguards as may be specified therein.

7. Every registered person, who is required to furnish a return under sub-section (1) or sub-section
(2) or sub-section (3) or sub-section (5), shall pay to the Government the tax due as per such
return not later than the last date on which he is required to furnish such return.

Provided that the Government may, on the recommendations of the Council, notify certain
classes of registered persons who shall pay to the Government the tax due or part thereof as per
the return on or before the last date on which he is required fo furnish such return, subject fo such
conditions and safeguards as may be specified therein.

9. Subject to the provisions of sections 37 and 38, if any registered person after furnishing a return
under sub-section (1) or sub-section (2) or sub-section (3) or sub-section (4) or sub-section (5)
discovers any omission or incorrect particulars therein, other than as a result of scrutiny, audit,
inspection or enforcement ochvﬂy by the ‘rox outhormes he sholl rechfy such om|55|on or
incorrect particulars in

emwss@q—epmee#eet—pemeule#s—e#e—ne#eed in such form ond manner as may be prescnbed
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subject to payment of interest under this Act:
Provided that no such rectification of any omission or incorrect particulars shall be allowed
after the due date for furnishing of return for the month of September or second quarter following

the-end-of-the-financialyear the end of the financial year to which such details pertain, or the

actual date of furnishing of relevant annual return, whichever is earlier.

Procedure for furnishing return and availing input tax credit

Sl. No: 21 (not in force, yet to be notified)

Section/Sub-section/ Clause: section 43A of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
Aftersection 43 of the principal Act, the following section shall be inserted, namely:—

“"43A. (1) Notwithstanding anything contained in sub-section (2) of section 16, section 37 or
section 38, every registered person shall in the returns furnished under sub-section (1) of
section 39 verify, validate, modify or delete the details of supplies furnished by the
suppliers.

(2) Notwithstanding anything contained in section 41, section 42 or section 43, the procedure
for availing of input tax credit by the recipient and verification thereof shall be such as may
be prescribed.

(3) The procedure for furnishing the details of outward supplies by the supplier on the common
portal, for the purposes of availing input tax credit by the recipient shall be such as may
be prescribed.

(4) The procedure for availing input tax credit in respect of outward supplies not furnished
under sub-section (3) shall be such as may be prescribed and such procedure may
include the maximum amount of the input tax credit which can be so availed, not
exceeding twenty per cent. of the input tax credit available, on the basis of details furnished
by the suppliers under the said sub-section.

(5) The amount of tax specified in the outward supplies for which the details have been
furnished by the supplier under sub-section (3) shall be deemed to be the tax payable by
him under the provisions of the Act.

(6) The supplier and the recipient of a supply shall be jointly and severally liable to pay tax or
to pay the input tax credit availed, as the case may be, in relatfion to outward supplies for
which the details have been furnished under sub-section (3) or sub-section (4) but return
thereof has not been furnished.

(7) For the purposes of sub-section (6), the recovery shall be made in such manner as may be
prescribed and such procedure may provide for non-recovery of an amount of tax or input
tax credit wrongly availed not exceeding one thousand rupees.

(8) The procedure, safeguards and threshold of the ftax amount in relation to outward
supplies, the details of which can be furnished under sub-section (3) by a registered
person,—

(i) within six months of taking registration;
(i) who has defaulted in payment of tax and where such default has contfinued for
more than two months from the due date of payment of such defaulted amount,
shall be such as may be prescribed.”.

CGST Act, 2017 (as amended):

43A. (1) Notwithstanding anything contfained in sub-section (2) of section 16, section 37 or section
38, every registered person shall in the returns furnished under sub-section (1) of section 39 verify,
validate, modify or delete the details of supplies furnished by the suppliers.

(2) Notwithstanding anything contained in section 41, section 42 or section 43, the procedure for
availing of input tax credit by the recipient and verification thereof shall be such as may be
prescribed.

(3) The procedure for furnishing the details of outward supplies by the supplier on the common
portal, for the purposes of availing input tax credit by the recipient shall be such as may be
prescribed.

(4) The procedure for availing input tax credit in respect of outward supplies not furnished under
sub-section (3) shall be such as may be prescribed and such procedure may include the
maximum amount of the input tfax credit which can be so availed, not exceeding twenty per
cent. of the input tax credit available, on the basis of details furnished by the suppliers under the
said sub-section.

(5) The amount of tax specified in the outward supplies for which the details have been furnished
by the supplier under sub-section (3) shall be deemed 1o be the tax payable by him under the
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provisions of the Act.
(6) The supplier and the recipient of a supply shall be jointly and severally liable to pay tax or to
pay the input tax credit availed, as the case may be, in relation to outward supplies for which the
details have been furnished under sub-section (3) or sub-section (4) but refurn thereof has not
been furnished.
(7) For the purposes of sub-section (6), the recovery shall be made in such manner as may be
prescribed and such procedure may provide for non-recovery of an amount of tax or input fax
credit wrongly availed not exceeding one thousand rupees.
(8) The procedure, safeguards and threshold of the fax amount in relation to outward supplies, the
details of which can be furnished under sub-section (3) by a registered person,—

(i) within six months of taking registration;

(i) who has defaulted in payment of fax and where such default has continued for more

than two months from the due date of payment of such defaulted amount,

shall be such as may be prescribed

Observation:
A new section is being infroduced in order to enable the new return filing procedure as proposed
by the Returns Committee and duly approved by GST Council. However, it is not yet notified.

Goods and service tax practitioners

Sl. No: 22 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 48 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 48 of the principal Act, in sub-section (2), after the word and figures “section 45", the
words "and to perform such other functions” shall be inserted.

CGST Act, 2017 (as amended)

2. Aregistered person may authorise an approved goods and services tax practitioner to furnish
the details of outward supplies under section 37, the details of inward supplies under section 38
and the return under section 39 or section 44 or section 45 and to perform such other functions
in such manner as may be prescribed.

Observation:
Prior to the amendment, GST practitioners were authorised to furnish the details of outward and
inward supplies and various returns under sections 39, 44 or 45 on behalf of a registered person.
GST Council proposed to allow the GST practitioner to perform other functions such as, filing
refund claim, filing application for cancellation of registration etc.

Payment of tax

Sl. No: 22 (has been made effective from 15t February, 2019 except for clause (a))

Section/Sub-section/ Clause: section 49 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 49 of the principal Act,—

(a) in sub-section (2), for the word and figures "“section 41", the words, figures and letter “section 41
or section 43A” shall be substituted;

(b) in sub-section (5).—

(i) inclause (c), the following proviso shall be inserted, namely:— “Provided that the input fax
credit on account of State tax shall be utilised towards payment of infegrated tax only
where the balance of the input tax credit on account of central tax is not available for
payment of integrated tax;";

(i) in clause (d), the following proviso shall be inserted, namely:— "Provided that the input fax
credit on account of Union ferritory tax shall be utilised towards payment of integrated tax
only where the balance of the input tax credit on account of central tax is not available for
payment of integrated tax;"”.

CGST Act, 2017 (as amended):

Section 49: Payment of tax.

1. The input tax credit as self-assessed in the return of a registered person shall be credited to his
electronic credit ledger, in accordance with section—41 secfion 41 or section 43A, fo be
maintained in such manner as may be prescribed.
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(c) the State tax shall first be utilised towards payment of State tax and the amount remaining, if
any, may be utilised fowards payment of integrated tax

Provided that the input tax credit on account of State tax shall be utilised towards payment of
infegrated tax only where the balance of the input tax credit on account of central tax is not
available for payment of infegrated tax;
(d) the Union territory tax shall first be utilised towards payment of Union territory tax and the

amount remaining, if any, may be utilised towards payment of infegrated fax;

Provided that the input tax credit on account of Union territory tax shall be utilised towards
payment of integrated tax only where the balance of the input tax credit on account of central
tax is not available for payment of integrated tax;

Observation:

This sub-section deals with the order of utilization of input tax credit. Section 49(5)(c) provides
that the amount of ITC available in the electronic credit ledger of the registered person on
account of the State tax shall first be utilized towards payment of State tax and the amount
remaining, if any, may be utilized towards payment of integrated tax.

GST Council proposed to amend clauses (c) and (d) to provide that the credit of State tfax/
Union territory tax can be utilized for payment of infegrated tax only when the balance of the input
tax credit on account of cenfral tax is not available for payment of integrated tax.

This amendment is required since the GST common portal has placed this restriction in the
utilization of input tax credit of State tax/Union territory tax towards payment of integrated tax.

Let us take an example to explain the difference:

Particulars IGST CGST SGST
Output liability 1,00,000 1,50,000 1,50,000
Input Tax Credit 2,00,000 1,00,000 1,00,000
Transitional Credit c/f 75,000

A. Manner of utilisation of input tax credit before insertion of section 49A:

Description Payable ITC Paid through ITC
available CGST SGST
IGST 1,00,000 2,00,000 1,00,000 - - -
CGST 1,50,000 1,75,000 1,50,000 - -
SGST 1,50,000 1,00,000 1 OO 000 50,000 -

% ITC available in IGST ledger : Nil (2,00,000 - 1,00, OOO —1,00,000)
% ITC available in CGST ledger : 25,000/- (1,75,000 - 1,50,000)
» ITC available in SGST ledger : 50,000/~ (1,00,000 — 50,000)

B. Manner of utilisation of input tax credit after insertion of section 4%A:

Description Payable ITC Paid through ITC Cash
available CGsT SGST outflow
IGST 1,00,000 2,00,000 1,00,000 - - -
CGST 1,50,000 1,75,000 1,00,000 50,000 - -
SGST 1,50,000 1,00,000 1,00,000 50,000

®,
o

ITC available in IGST ledger : Nil (2,00,000 — 1,00,000 - 1,00,000)
ITC available in CGST ledger : 1,25,000/- (1,75,000 - 50,000)
ITC available in SGST ledger : Nil (1,00,000 - 1,00,000)
Additional cash outflow: Rupees fifty thousand only

®,
o

®,
o

°,
o

Payment of tax

Sl. No: 23 (has been made effective from 1t February, 2019)

Section/Sub-section/ Clause: section 49A and 49B of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
After section 49 of the principal Act, the following sections shall be inserted, namely:—

“49A. Notwithstanding anything contained in section 49, the input tax credit on account of
cenftral tax, State tax or Union territory tax shall be utilised towards payment of integrated tax, central
tax, State tax or Union territory tax, as the case may be, only after the input tax credit available on




account of infegrated tax has first been utilised fully towards such payment.

49B. Notwithstanding anything contained in this Chapter and subject to the provisions of
clause (e) and clause (f) of sub-section (5) of section 49, the Government may, on the
recommendations of the Council, prescribe the order and manner of ufilisation of the input tax
credit on account of integrated ftax, central tax, State tax or Union territory tax, as the case may be,
fowards payment of any such tax.”

CGST Act, 2017 (as amended):

49A. Notwithstanding anything contained in section 49, the input fax credit on account of
central tax, State tax or Union territory tax shall be utilised towards payment of integrated tax,
central tax, State tax or Union territory tax, as the case may be, only after the input tax credit
available on account of integrated tax has first been utilised fully towards such payment.

49B. Notwithstanding anything contfained in this Chapter and subject to the provisions of
clause (e) and clause (f) of sub-section (5) of section 49, the Government may, on the
recommendations of the Council, prescribe the order and manner of utilisation of the input tfax
credit on account of infegrated ftax, central tax, State tax or Union territory tax, as the case may
be, towards payment of any such tax.

Observation:

It is proposed to take an enabling power for the Government to prescribe any specific
order of ufilization of input tax credit of any of the taxes viz., integrated tax, central tax, State tax or
Union territory tax for the payment of the said taxes.

Collection of tax at source

Sl. No: 24 (has been made effective from 1t February, 2019)

Section/Sub-section/ Clause: section 52 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 52 of the principal Act, in sub-section (?9), for the word and figures “section 37", the
words and figures “section 37 or section 39" shall be substituted.

CGST Act, 2017 (as amended):

9. Where the details of outward supplies furnished by the operator under sub-section (4) do not
match with the corresponding details furnished by the supplier under section-37 Section 37 or
Section 39, the discrepancy shall be communicated to both persons in such manner and within
such time as may be prescribed.

Observation:
Details of outward supplies are furnished under section 37 and total of supply figures are also
stated in returns filed under section 39.

Refund of tax

Sl. No: 25 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 54 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 54 of the principal Act,—
(a) in sub-section (8), in clause (a), for the words “zero-rated supplies”, the words "export" and
"exports" shall respectively be substituted;
(b) in the Explanation, in clause (2),—
(i) in sub-clause (c), in item (i), after the words "“foreign exchange”, the words “or in Indian
rupees wherever permitted by the Reserve Bank of India” shall be inserted;
(i) for sub-clause (e), the following sub-clause shall be substituted, namely:—
“(e) in the case of refund of unutilised input tax credit under clause (ii) of the first proviso to
sub-section (3), the due date for furnishing of return under section 39 for the period in which such
claim for refund arises;".

CGST Act, 2017 (as amended):
8. Notwithstanding anything contained in sub-section (5), the refundable amount shall, instead of

being credited to the Fund, be paid to the applicant, if such amount is relatable to—
(a) refund of tax paid on zero-rated-supplies export or exports of goods or services or both or

on inpufts or input services used in making such zero-rated supplies;

(i) receipt of payment in convertible foreign exchange or in Indian rupees wherever permitted by
the Reserve Bank of India, where the supply of services had been completed prior to the
receipt of such payment; or

(e) a o uAd—o
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financialyearin-which-such-claim-forrefund-arises; in the case of refund of unutilised input tax

credit under clause (ii) of the first proviso to sub-section (3), the due date for furnishing of return
under section 39 for the period in which such claim for refund arises;

Observation:

Section 54 (8) provides a list of situations where the principle of unjust enrichment does not apply
for the purposes of payment of refund. One such situation is zero- rated supplies of goods or
services.

Zero-rated supply under section 16(1) of the IGST Act includes physical exports of goods or services
and supplies made to an SEZ unit/SEZ developer and the principle of unjust enrichment does not
apply in such cases. Presently, under section 16 (3) of the IGST Act, only the supplier making
supplies of goods or services to an SEZ unit/SEZ developer can claim refund. It is proposed to allow
ITC to the SEZ developer or SEZ unit and the supplier in DTA may recover the tax amount from such
SEZ unit, etc.

Thus, GST Council proposed to amend section 54(8)(a) in order to provide that the principle of
unjust enrichment will apply in case of refund claim arising out of supplies of goods or services
made to SEZ developer/unit.

GST Council proposed to allow receipt of payment in Indian rupees in case of export of services
where permitted by the Reserve Bank of India since particularly in the case of exports to Nepal
and Bhutan, the payment is received in Indian rupees as per RBI regulations.

In this respect, the provisions of section 2(6)(iv) of the IGST Act are also being amended to provide
that services shall qualify as exports even if the payment for the services supplied is received in
Indian rupees as per RBI regulations.

Recovery of tax

Sl. No: 26 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 79 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 79 of the principal Act, after sub-section (4), the following Explanation shall be inserted,
namely:—

‘Explanation.— For the purposes of this section, the word person shall include “distinct
persons” as referred to in sub-section (4) or, as the case may be, sub-section (5) of section25.".

CGST Act, 2017 (as amended):
4. Where the amount recovered under sub-section (3) is less than the amount due to the Cenfral
Government and State Government, the amount to be credited to the account of the respective
Governments shall be in proportion to the amount due to each such Government.

Explanation.— For the purposes of this section, the word person shall include “distinct persons”
as referred to in sub-section (4) or, as the case may be, sub-section (5) of section 25

Observation:
This is a taxpayer friendly amendment.

Appeals to Appellate Authority

Sl. No: 27 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 107 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 107 of the principal Act, in sub-section (6). in clause (b), after the words “arising from the
said order,”, the words "subject fo a maximum of twenty-five crore rupees,” shall be inserted.

CGST Act, 2017 (as amended):

(b) asum equal to ten per cent. of the remaining amount of tax in dispute arising from the said
order subject to a maximum of fwenty-five crore rupees, in relation to which the appeal has
been filed.

Observation:

Presently, in terms of section 107(6), the appellant is required fo pay a sum equal to 10% of the taxin
dispute arising from the order being appealed against for fiing an appeal before the Appellate
Authority.

It is proposed to provide a ceiling of Rs. 25 crore for filing an appeal before the Appellate Authority.
This is a taxpayer-friendly amendment especially in cases where the tax demand is of hundreds of
crores of rupees.
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Appeadls to Appellate Tribunal

Sl. No: 28 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 112 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 112 of the principal Act, in sub-section (8), in clause (b), after the words "arising from the
said order,” the words “subject to a maximum of fifty crore rupees,” shall be inserted.

CGST Act, 2017 (as amended):

(b) a sum equal to twenty per cent. of the remaining amount of tax in dispute, in addition to the
amount paid under sub-section (6) of section 107, arising from the said order subject to a
maximum of fifty crore rupees, in relation to which the appeal has been filed.

Observation:

In terms of section 112 (8), the appellant is required to pay a sum equal to 20% of the tax in
dispute, in addition to the amount paid under section 107 (6), arising from the order of the
Appellate Authorityfor filing an appeal before the Appellate Tribunal.

This section is being amended to provide a ceiling of Rs. 50 crores for filing an appeal before the
Appellate Tribunal.

This is a taxpayer-friendly amendment especially in cases where the tax demand is of hundreds of
crores of rupees.

Detention, seizure and release of goods and conveyances in transit

SI. No: 29 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 129 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:
In section 129 of the principal Act, in sub-section (6), for the words “seven days”, the words
“fourteen days” shall be substituted.

CGST Act, 2017 (as amended):

Where the person fransporting any goods or the owner of the goods fails to pay the amount of tax
and penalty as provided in sub-section (1) within seven-days fourteen days of such detention or
seizure, further proceedings shall be initiated in accordance with the provisions of section 130.

Transitional arrangement for input tax credit

SI. No: 30 (has been made effective from 15t February, 2019 except for sub-clause (i) of clause (b)
and sub-clause (i) of clause (c)

Section/Sub-section/ Clause: section 140 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 140 of the principal Act, with effect from the 1st day of July, 2017, —

(a) in sub-section (1), after the letters and word “CENVAT credit”, the words "of eligible duties” shall
be inserted and shall always be deemed to have beeninserted;

(b)in the Explanation 1—

(i) for the word, brackets and figures “sub-sections (3), (4)", the word, brackets and figures
“sub-sections (1), (3), (4)" shall be substituted and shall always be deemed to have been
substituted;

(i) clause (iv) shall be omitted and shall always be deemed to have been omitted;

(c) in the Explanation 2—

(i) for the word, brackets and figure “sub-section (5)", the words, brackets and figures “sub-
sections (1) and (5)" shall be substituted and shall always be deemed to have been
substituted;

(i) clause (iv) shall be omitted and shall always be deemed to have been omitted;

(d) after Explanation 2 as so amended, the following Explanation shall be inserted and shall
always be deemed to have been inserted, namely:—

‘Explanation 3.— For removal of doubts, it is hereby clarified that the expression “eligible
duties and taxes” excludes any cess which has not been specified in Explanation 1 or Explanation
2 and any cess which is collected as additional duty of customs under sub-section (1) of section 3
of the Customs TariffAct, 1975.".

CGST Act, 2017 (as amended):

1. Aregistered person, other than a person opting to pay tax under section 10, shall be entifled to
take, in his electronic credit ledger, the amount of CENVAT credit of eligible dufies carried forward
in the return relating fo the period ending with the day immediately preceding the appointed day,
furnished by him under the existing law in such manner as may be prescribed: Provided that the




registered person shall not be allowed to take credit in the following circumstances, namely:—

Explanafion 1.— For the purposes of sub-sections—{3}—{4} sub-sections (1), (3), (4). the
expression “eligible duties” means—

Eveise (Toxt Toxdi ) _Jo7s:
Explanation 2.—For the purposes of sub-section—{5} sub-sections (1) and (5) the expression
“eligible dufies and taxes” means—

Explanation 3.— For removal of doubfs, it is hereby clarified that the expression “eligible duties and
taxes” excludes any cess which has not been specified in Explanation 1 or Explanation 2 and any
cess which is collected as additional duty of customs under sub-section (1) of section 3 of the
Customs Tariff Act, 1975.

Observation:

GST Council deems it fit to clarify that only fransitional credit of eligible duties can be carried
forward in the return and not all credits. This provision is already contained in rule 117(1) of the
CGST Rules.

The eligible duties do not include the additional duty of excise leviable under section 3 of the
Additional Duties of Excise (Texfile and Textile Arficles) Act, 1978.

For removal of doubts, GST Council proposed to clarify that the expression “eligible duties and
taxes” excludes any cess which has not been specified in Explanation 1 or Explanation 2 above
and any cess which is collected as additional duty of customs under sub-section (1) of section 3 of
the Customs TariffAct, 1975.

Job work Procedure

Sl. No: 31 (has been made effective from 1+t February, 2019)

Section/Sub-section/ Clause: section 143 of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In section 143 of the principal Act, in sub-section (1), in clause (b), after the proviso, the following

proviso shall be inserted, namely:—
"Provided further that the period of one year and three years may, on sufficient cause being
shown, be extended by the Commissioner for a further period not exceeding one year and two
years respectively.”.

CGST Act, 2017 (as amended):

(b) supply such inputs, after completion of job work or otherwise, or capital goods, other than
moulds and dies, jigs and fixtures, or tools, within one year and three years, respectively, of
their being sent out from the place of business of a job worker on payment of tax within India,
or with or without payment of tax for export, as the case may be:

Provided that the principal shall not supply the goods from the place of business of a
job worker in accordance with the provisions of this clause unless the said principal declares the
place of business of the job worker as his additional place of business exceptin a case—

(i)  where the job worker is registered under section 25; or
(i) where the principal is engaged in the supply of such goods as may be notified by the

Commissioner.

Provided further that the period of one year and three years may, on sufficient cause being

shown, be extended by the Commissioner for a further period not exceeding one year and two

years respectively

Observation:

In terms of section 143 of the CGST Act, a registered person (Principal) is allowed to send
inputs or capital goods to a job worker for job work without payment of tax subject to the
conditions inter-alia, that the inputs and capital goods are brought back within a period of one year
and three years respectively.

It is proposed to insert a proviso in section 143 fo provide that the period of one year or three
years may, on sufficient cause being shown, be extended by the Commissioner for a further period
not exceeding one year and two years respectively.

This is a faxpayer-friendly amendment to cover situations where the period of one year
specified is not adequate in respect of job works such as hull construction/fabrication of vessels
(for defence purposes), since these processes complete in a period of around 14 to 16 months.
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Supply

Sl. No: 32 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: schedule | of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In Schedule | of the principal Act, in paragraph 4, for the words “taxable person”, the word “person”
shall be substituted.

CGST Act, 2017 (as amended):

Import of services by a taxable—person person from a related person or from any of his other
establishments outside India, in the course or furtherance of business.

Observation:

This amendment is to ensure that import of services by entities which are not registered under GST
(say, they are only making exempted supplies) but are otherwise engaged in business activities is
taxed when received from a related person or from any of their establishments outside India.

Supply

Sl. No: 33 (has been made effective with effect from 15t July, 2017, i.e, retrospective effect)
Section/Sub-section/ Clause: schedule Il of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In Schedule Il of the principal Act, in the heading, after the word "ACTIVITIES"”, the words "OR
TRANSACTIONS” shall be inserted and shall always be deemed to have been inserted with effect
from the 1st day of July, 2017.

CGST Act, 2017 (as amended):

ACTIVITIES OR TRANSACTIONS TO BE TREATED AS SUPPLY OF GOODS OR SUPPLY OF SERVICES
Observation:

This is a consequential amendment of section 7 of the CGST Act, 2017. Earlier reference of
Schedule Il was made in section 7(1) of the CGST Act, 2017 and accordingly certain transactions
were coming within the ambit of “supply”.

Now in order to treat an activity or transaction as “supply”, it has to satisfy the test of "“supply” and
thereafter only can be referred to Schedule Il to determine whether the same is a “supply of
goods” or “supply of services”.

Supply

Sl. No: 34 (has been made effective from 1¢t February, 2019)
Section/Sub-section/ Clause: schedule lll of the CGST Act, 2017

As per CGST (Amendment) Act, 2018:

In Schedule lll of the principal Act, —

(i) after paragraph 6, the following paragraphs shall be inserted, namely:—

“7. Supply of goods from a place in the non-taxable territory to another place in
the non-taxable territory without such goods entering info India.

8. (a) Supply of warehoused goods to any person before clearance for home
consumption;

(b) Supply of goods by the consignee to any other person, by endorsement of
documents of title to the goods, after the goods have been dispatched from the port
of origin located outside India but before clearance for home consumption.”;

(i) the Explanation shallbe numbered as Explanation 1 and after Explanation 1as so numbered, the
following Explanation shall be inserted, namely:—

‘Explanation 2.— For the purposes of paragraph 8, the expression “warehoused

goods” shall have the same meaning as assigned to it in the Customs Act, 1962.’

CGST Act, 2017 (as amended):

1. Supply of goods from a place in the non-taxable territory to another place in the non-taxable
territory without such goods entering info India.

2. (a) Supply of warehoused goods to any person before clearance for home consumption;

(b) Supply of goods by the consignee to any other person, by endorsement of documents of
fitle fo the goods, after the goods have been dispatched from the port of origin located
outside India but before clearance for home consumption.;

Explanation 2.— For the purposes of paragraph 8, the expression “warehoused goods” shall have
the same meaning as assigned to it in the Customs Act, 1962.
Observation:

It is sought to exclude from the tax net such fransactions which involve movement of goods,

TAX BULLETIN FEBRUARY, 2019 VOLUME - 34 - THE INSTITUTE OF COST ACCOUNTANTS OF INDIA 23



caused by a registered person, from one non- taxable territory to another non- taxable territory.

It is sought to ensure that there is no double taxation of fransactions where supply of goods
occurs in the course of high sea sales and sale of warehoused goods before clearance for home
consumption.

It was observed that in case of supply of goods as high seas sales and sale of warehoused
goods, before being cleared for home consumption, IGST was being levied twice, once under the
Customs Tariff Act, 1975 (read with the IGST Act) and then for a second time, on clearance for
home consumption under the IGST Act.

Since double taxation needs to be avoided, Circulars were issued to state that IGST would
be payable only once at the fime of clearance of goods for home consumption. However, it is
imperative that such situations are squarely mentioned as ‘no supply’ in Schedule |ll.

Definitions

Sl. No: 35 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: sub-clause (iv) of clause (4) of section 2 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:

In section 2 of the Integrated Goods and Services Tax Act, 2017 (hereinafter referred to as the
principal Act),—

(i) in clause (6), in sub-clause (iv), after the words "foreign exchange", the words "or in Indian rupees
wherever permitted by the Reserve Bank of India" shall be inserted;

IGST Act, 2017 (as amended):
6. "export of services” means the supply of any service when,—

(i) the supplier of service is located in India;

(i) the recipient of service is located outside India;

(iii) the place of supply of service is outside Indiq;

(iv) the payment for such service has been received by the supplier of service in convertible
foreign exchange or in Indian rupees wherever permitted by the Reserve Bank of India;
and

(v) the supplier of service and the recipient of service are not merely establishments of a
distinct person in accordance with Explanation 1 in section 8;

Observation:

GST Council proposed to allow receipt of payment in Indian rupees in case of export of services
where permitted by the Reserve Bank of India since particularly in the case of exports to Nepal and
Bhutan, the payment is received in Indian rupees as per RBI regulations.

This is a taxpayer-friendly amendment.

Definitions

Sl. No: 36 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: clause (16) of section 2 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:

In section 2 of the Integrated Goods and Services Tax Act, 2017 (hereinafter referred to as the
principal Act),—

(ii)in clause (16), in the Explanation, in the long line, after the words "function enfrusted", the words,
figures and letter "to a Panchayat under arficle 243G or"shall be inserted.

IGST Act, 2017 (as amended):
16."non-taxable online recipient” means any Government, local authority, governmental
authority, an individual or any other person not registered and receiving online information
and database access or retrieval services in relation to any purpose other than commerce,
industry or any other business or profession, located in taxable territory.
Explanation.—For the purposes of this clause, the expression “governmental authority”
means an authority or a board or any other body,—
(i) setup by an Act of Parliament or a State Legislature; or
(i) established by any Government,
with ninety per cent. or more participation by way of equity or control, to carry out any function
enfrusted to a Panchayat under article 243G or to a municipality under article 243W of the
Constitution;

Observation:
The reference to Panchayat under arficle 243G is sought fo be added in the definition of
Governmental authority which was left out inadvertently.




Levy and collection

Sl. No: 37 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 5 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:
In section 5 of the principal Act, for sub-section (4), the following sub-section shall be substituted,
namely:—

"(4) The Government may, on the recommendations of the Council, by nofification,
specify a class of registered persons who shall, in respect of supply of specified categories of
goods or services or both received from an unregistered supplier, pay the tax on reverse charge
basis as the recipient of such supply of goods or services or both, and all the provisions of this Act
shall apply to such recipient as if he is the person liable for paying the tax in relation to such supply
of goods or services or both.".

IGST Act, 2017 (as amended):

Government may, on the recommendations of the Council, by notification, specify a class of
registered persons who shall, in respect of supply of specified categories of goods or services or
both received from an unregistered supplier, pay the tax on reverse charge basis as the recipient
of such supply of goods or services or both, and all the provisions of this Act shall apply to such
recipient as if he is the person liable for paying the tax in relation to such supply of goods or
services or both

Observation:
Corresponding amendment on the lines of amendment made in section 9(4) of the CGST Act,
2017.

Intra - State supply

Sl. No: 38 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 8 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:
In section 8 of the principal Act, in sub-section (2), in Explanation 1, in clause (i), the words, '‘being a
business vertical’’ shall be omitted.

IGST Act, 2017 (as amended):
Explanation 1.— For the purposes of this Act, where a person has,—
(i) an establishment in India and any other establishment outside India;
(i) an establishment in a State or Union territory and any other establishment outside that
State or Union territory; or
(iii) an establishment in a State or Union territory and any other establishment being-a-business
vertical registered within that State or Union territory, then such establishments shall be
freated as establishments of distinct persons.

Observation:
Corresponding amendment on the lines of amendment made in section 25 of the CGST Act.

Place of supply of services where location of supplier and recipient is in India

Sl. No: 39 (has been made effective from 1¢t February, 2019)

Section/Sub-section/ Clause: section 12 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:

In section 12 of the principal Act, in sub-section (8), the following proviso shall be inserted, namely.—
"Provided that where the transportation of goods is to a place outside India, the place of supply
shall be the place of destination of such goods.".

IGST Act, 2017 (as amended):
8. The place of supply of services by way of transportation of goods, including by mail or courier
to,—
(a) aregistered person, shall be the location of such person;
(o) a person other than a registered person, shall be the location at which such goods are
handed over for their fransportation.
Provided that where the transportation of goods is to a place outside India, the place of
supply shall be the place of destination of such goods
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Observation:

In order to provide a level playing field to the domestic fransportation companies and promote
export of goods, it is proposed that the transportation of goods from a place in India to a place
outside India by a transporter located in India would not be chargeable to GST, as place of supply
will be outside India.

This is a taxpayer-friendly amendment.

Place of supply of services where location of supplier or location of recipient is outside India

Sl. No: 40 (has been made effective from 15t February, 2019)

Section/Sub-section/ Clause: section 13 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:
6. In section 13 of the principal Act, in sub-section (3), in clause (a), for the second proviso, the
following proviso shall be substituted, namely:—

"Provided further that nothing contained in this clause shall apply in the case of services
supplied in respect of goods which are temporarily imported into India for repairs or for any other
freatment or process and are exported after such repairs or freatment or process without being
put to any use in India, other than that which is required for such repairs or tfreatment or process;".

Provided further that nothing contfained in this clause shall apply in the case of services
supplied in respect of goods which are temporarily imported into India for repairs or for any other
freatment or process and are exported after such repairs or freatment or process without being
put to any use in India, other than that which is required for such repairs or treatment or process;

Observation:
It is proposed to not tax job work of any treatment or process done on goods temporarily imported
into India (e.g., gold, diamonds) which are then exported. This is a taxpayer-friendly amendment.

Apportionment of tax and settlement of fund

Sl. No: 41 (has been made effective from 1st February, 2019)

Section/Sub-section/ Clause: section 17 of the IGST Act, 2017

As per IGST (Amendment) Act, 2018:

7. In section 17 of the principal Act, after sub-section (2), the following sub-section shall be inserted,

namely:—
"(2A). The amount not apportioned under sub-section (1) and sub-section (2) may, for the fime being,
on the recommendations of the Council, be apportioned at the rate of fifty per cent. to the Central
Government and fifty per cent. to the State Governments or the Union territories, as the case may be,
on ad hoc basis and shall be adjusted against the amount apportioned under the said sub-
sections.".

IGST Act, 2017 (as amended):
2. The balance amount of integrated tax remaining in the integrated tax account in respect of the
supply for which an apportionment fo the Central Government has been done under sub-section

(1) shall be apportioned to the,—

(a) State where such supply takes place; and
(b) Central Government where such supply takes place in a Union territory:
Provided that where the place of such supply made by any taxable person cannot be determined
separately, the said balance amount shall be apportioned to,—
(a) each of the States; and
(b) Central Government in relation fo Union territories, in proportion fo the total supplies made
by such taxable person to each of such States or Union territories, as the case may be, in a
financial year:

Provided further that where the taxable person making such supplies is not identifiable, the said

balance amount shall be apportioned to all States and the Central Government in proportion to the
amount collected as State fax or, as the case may be, Union territory tax, by the respective State or, as
the case may be, by the Central Government during the immediately preceding financial year.
(2A). The amount not apportioned under sub-section (1) and sub-section (2) may, for the time being, on
the recommendations of the Council, be apportioned at the rate of fifty per cent. to the Central
Government and fifty per cent. to the State Governments or the Union territories, as the case may be,
on ad hoc basis and shall be adjusted against the amount apporfioned under the said sub-sections.
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Observation:
By virtue of the amendment, a provision is made for adhoc apportionment of fifty per cent to the
Central Government and fifty percent to the State Government on the amount not apportioned.

Applications of provisions of Central Goods and Services Tax
SI. No: 42 (has been made effective from 1st February, 2019)
Section/Sub-section/ Clause: section 20 of the IGST Act, 2017
As per IGST (Amendment) Act, 2018:
8. In section 20 of the principal Act, after the fourth proviso, the following proviso shall be inserted,
namely:—
"Provided also that where the appeal is to be filed before the Appellate Authority or the Appellate
Tribunal, the maximum amount payable shall be fifty crore rupees and one hundred crore rupees
respectively.’’.
IGST Act, 2017 (as amended):
Section 20: Applications of provisions of Central Goods and Services Tax
Subject to the provisions of this Act and the rules made there under, the provisions of Central Goods and
Services Tax Act relating to,—
(i) scope of supply;
(ii) composite supply and mixed supply;
(iif) fime and value of supply;
(iv)  input tax credit;
(v) registration;
(vi) tax invoice, credit and debit notes;

(vi)  accounts and records;

(viii)  returns, other than late fee;
(ix) payment of tax;

(x) tax deduction at source;
(xi) collection of tax at source;
(xii)  assessment;

(xiii)  refunds;

(xiv) audit;

(xv) inspection, search, seizure and arrest;

(xvi) demands and recovery;

(xvii)  liability to pay in certain cases;

(xviii) advance ruling;

(xix)  appeals and revision;

(xx)  presumption as to documents;

(xxi)  offences and penalties;

(xxii) job work;

(xxiii) electronic commerce;

(xxiv) transitional provisions; and

(xxv) miscellaneous provisions including the provisions relating to the imposition of

interest and penalty,

shall, mutatis mutandis, apply, so far as may be, in relation to integrated tax as they apply in relatfion to
central tax as if they are enacted under this Act:

Provided that in the case of tax deducted at source, the deductor shall deduct tax at the rate of
two per cent. from the payment made or credited to the supplier:

Provided further that in the case of tax collected at source, the operator shall collect tax at such
rate not exceeding two per cent, as may be noftified on the recommendations of the Council, of the net
value of taxable supplies:

Provided also that for the purposes of this Act, the value of a supply shall include any taxes, duties,
cesses, fees and charges levied under any law for the time being in force other than this Act, and the
Goods and Services Tax (Compensation to States) Act, if charged separately by the supplier:

Provided also that in cases where the penalty is leviable under the Central Goods and Services Tax
Act and the State Goods and Services Tax Act or the Union Territory Goods and Services Tax Act, the
penalty leviable under this Act shall be the sum total of the said penalties.

Provided also that where the appeal is to be filed before the Appellate Authority or the Appellate
Tribunal, the maximum amount payable shall be fifty crore rupees and one hundred crore rupees
respectively.

Disclaimer: The publications contain information solely for informational purpose. It is not a guidance note and does not constitute any
professional advice at all. The author does not accept any responsibility for any loss or damage of any kind arising out of any information
in this article or for any actions taken in reliance thereon.
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