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Goods & Service Tax is termed to be Good & Simple Tax in the words of Hon. Prime Minister, Shri
Narendrabhai Modi. Albeit, the benefits of GST is undoubted but expectations from implementation
of GST are too far from the reality.

It was expected that GST will have seamless flow of credit and simple Taxation System. However,
considering various issues including four rates slabs, IT network, matching concept and non-awareness,
lot of confusion in the trade & industry has really created chaos.

There is no need to convey or convince that GST is only the growth engine for any nation and much
awaited economic tax reform finally resulted in the reality. In spite of the same, the hurriedness in the
GST implementation w.e.f. 15t July 2017 without much of the IT focus or much of the understanding
the trade & industries issues, unnecessarily negativity is getting spread against the positive impact of
GST.

In spite, Govt. of India have published number of FAQ and started answering on twitter at
@askGST_Gol. Number of times, answers were contradictory and specific questions were not answered
but each of us should appreciate the efforts and intention of the Govt. and the Govt officials for creating
an awareness and smooth transition from complex tax regime to Good & Simple Tax regime.

In the GST Council Meeting held at Hyderabad on 9" Sept 2017 has decided to form the Task Force to
understand the issues of network and GSTN to solve the technical issues faced by Trade and Industries.
Intention of the Govt is to address the difficulties faced by the industries has to be applauded. After
GST implementation, Govt has released / issued notifications, circulars, press release which has been
listed below :

Sectoral FAQs
e Government Services
e Gems and Jewellery
o IT&ITES
e Handicrafts
e Mining
e Drug & Pharmaceutical
e E-Commerce
e Food Processing
e MSME
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Exports
Textiles

Topic wise FAQs :

8.

FAQs on GST on Services

FAQ on Cooperative Society as on 5th sept. 2017
FAQ on Composition levy

FAQ for GST Rates

GST Rate-ll

GST traders

Release :

Clarification on term “registered brand name

Gifts up to a value of Rs 50,000/- per year by an employer to his employee are outside the ambit of
GST. However, gifts of value more than Rs 50,000/- made without consideration are subject to GST,
when made in the course or furtherance of business

Cabinet approves Scheme of Budgetary Support under GST Regime to the eligible units located in
States of Jammu & Kashmir, Uttarakhand, Himachal Pradesh and North Eastern States including Sikkim.

Clarification on tax in reverse charge on gold ornaments; Sale of old jewellery by an individual to a
jeweller will not make the jeweller liable to pay tax under reverse charge mechanism on such
purchases; However, if an unregistered supplier of gold ornaments sells it to registered supplier, the
tax under RCM will apply

Reduced Liability of Tax on complex, building, flat etc. under GST
Services provided by the Housing Society Resident Welfare Association (RWA) not to become
expensive under GST; There is no change made to services provided by the Housing Society (RWA) to

its members in the GST regime.

No GST on Annual subscription/fees charged as lodging/boarding charges by educational institutions
from its students for hostel accommodation;

Services provided by an educational institution to students, faculty and staff are fully exempt from GST.

Webinars :



http://www.cbec.gov.in/htdocs-cbec/gst/om-clarification.pdf
http://www.cbec.gov.in/htdocs-cbec/gst/gst-faq-cooperative-society.pdf
http://www.cbec.gov.in/htdocs-cbec/gst/faq-composition-levy-revised.pdf
http://www.cbec.gov.in/htdocs-cbec/gst/FAQs-for-GST-rate-English-Final-Print.pdf
http://www.cbec.gov.in/htdocs-cbec/gst/GST-Rate%20FAQs%2027.07.2017%20after%20Fitment%20Committee.pdf
http://www.cbec.gov.in/htdocs-cbec/gst/gst-traders.pdf
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GSTN has taken the webinar for how to file Form GSTR-3B, GSTR-1, GSTR-2 in English & Hindi, so as to
enable Trade & Industries for smooth filing of returns.
Circulars :

Central Tax :

Circular

Dat Subject
No. ate ubjec

System based reconciliation of information furnished in FORM GSTR-1 and

7/2017 1-09-2017
07/20 01-09-20 FORM GSTR-2 with FORM GSTR-3B - regarding

06/2017  ||27-08-2017 CGST dated 27.08.2017 is issued to clarify classification and GST rate on lottery
05/2017  ||11-08-2017 Circular on Bond/LUT in case of exports without payment of integrated tax
Order- . - . .

01/2017 21-07-2017 Extension of date for filing option for composition scheme

Reagrding issues related to Bond/Letter of Undertaking for exports without

04/2017 |07-07-2017 .
payment of integrated tax — Reg.

Proper officer relating to provisions other than Registration and Composition

03/2017 |05-07-2017
/ under the Central Goods and Services Tax Act, 2017-Reg

02/2017  ||04-07-2017 Issues related to furnishing of Bond/ Letter of Undertaking for Exports—Reg

Proper officer for provisions relating to Registration and Composition levy
01/2017 ||26-06-2017 under the Central Goods and Services Tax Act, 2017 or the rules made
thereunder — Reg

Integrated Tax :

1/1/2017- ||07-07- ||Clarification on Inter-state movement of various modes of conveyance, carrying goods
IGST 2017 or passengers or for repairs and maintenance- regarding

Compensation Cess Tax :
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1/1/2017-
Compensation Cess

26-07-
2017

Seeks to provide clarification regarding applicability of section 16 of the IGST
Act, 2017, relating to zero rated supply for the purpose of Compensation Cess
on exports.

GST Council meeting after Appointed date:

Council_Meeting

Date of
Meeting

Location

Highlights

19th Meeting

17th July
2017

Video
Conference

20th Meeting

5th August
2017

New Delhi

1. E-way bill to be rolled out from 1st October.
However the same will not be required to
transfer exempted goods.
2. In-principle approval is given to anti-
profiteering measures and proposal is made to
set up a Screening Committee in 15 days to see
if tax reductions after implementation of GST
have been passed on to consumers
3. Proposal to alter Tax Rates w.r.t. following:

U Rate of tax on few tractor parts to be
reduced from 28% to 18%

U Rate of tax to be lowered for rent a cab
service

U Work contracts under GST will be taxed at
12% with input tax credit

U Rate of tax for job work for textile sector
to be lowered from 18% to 5%

20th Meeting

9th Sept

Hyderabad

1. Due date for filing return has been extended
as follows:

Due dates for filing of the above mentioned
returns for subsequent periods shall be notified
at a later date.

2. GSTR-3B will continue to be filed for the
months of August to December 2017.

3. Option to opt for composition levy will be
available till 30th September 2017. Such person
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can avail benefit of composition scheme from
1st October 2017.

4. Person making inter-state supply of
handicraft upto aggregate total turnover of Rs.
20 Lakhs will not be liable for registration
provided goods always move with cover of e-
way bill.

5. Job worker making interstate supply of
service is not liable for registration upto total
aggregate turnover of Rs. 20 Lakhs as long as
the goods move under the cover of an e-way
bill. This exemption will not be available to job
work in relation to jewellery, goldsmiths’ and
silversmiths’ wares as covered under Chapter 71
which do not require e-way bill.

6. Due date for submission of FORM GST TRAN-
1 has been extended to 31st October 2017 and
the same can be revised once.

7. The registration for persons liable to deduct
tax at source (TDS) and collect tax at source
(TCS) will commence from 18th September
2017. However, the date from which TDS and
TCS will be deducted or collected will be
notified later.

8. It is proposed to increase compensation cess
for the SUV, Large Cars and Mid Sze cars.

9. GST Rate change for number of items

10. For pulses, cereals and flours, put up in unit
container and bearing a registered brand name,

Govt. has also extended the dates for filling the returns :

| Sl. No. | Details / Return

| Tax Period | Revised due date |
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GSTR -1
1) For registered persons with July, 2017 03-Oct-17
aggregate turnover of more than
Rs. 100 Crores.
GSTR -1
1.b) For other Tax Payers July, 2017 10-Oct-17
2) GSTR-2 July, 2017 31-Oct-17
3) GSTR-3 July, 2017 10-Nov-17
GSTR-4 18-Oct-17 (no
4) (Composition Levy) July-September, 2017 change)
GSTR-6
5) (ISD) July, 2017 13-Oct-17

GSTR3B will be required to be filed upto December 2017.

To conclude, Govt is at one end creating the awareness and solving the various difficulties faced by

the Trade & Industries but considering the complexities of changeover from old tax regime to new tax

regime and massive change, there will be bound to have number of issues and number of difficulties

but still following aspects needs to be addressed without any further delay.

Exporters :

EOUs & SEZ are contributing more than 60% of the exports and export through merchant
exporter contributes more than 20% of the total exports and unfortunately all these sectors are
suffering due to lack of clarification or provisions in the GST Law

SEZs : Supply to SEZ is zero rated and is treated as inter-state supplies in terms of section 8 of
IGST Act 2017.In view of the same, the small traders, service providers are facing the difficulties
of doing the business with SEZ since any person who is involved in inter-state supplies will have
to obtain the registration and even threshold limit will not be applicable to them and they will
have to pay the tax for all the supplies in domestic other than SEZ, even if small portion is
supplied to SEZS unit / developers.

Further, every SEZ unit will have to obtain separate GST registration and comply with all GST
formalities including filing of return. They will have to file GSTR-1 and all exports will be reported
from such table of GSTR-1 but sale in domestic unit are subjected to be cleared and against the
bill of entry and therefore it cannot be shown / reflected in GSTR-1 as outward supply. There is
no clarity how such outward supplies to be reflected.




B’;‘SOI Post GST Impact & Preparedness

By: CMA Ashok B Nawal October 2017

EOU : In the GST Era, EOU units are almost at par with the DTA Unit and their special status as
EOU Unit has become a curse, since day to day operations are badly affected. When EOU Unit
is clearing the goods in DTA in terms of Para 6.8 of Foreign Trade Policy then in terms of
notification number 52/2003 Cus as amended by notification number 59/2017-Cus dtd. 30%"
June 2017. EOU Unit will have to discharge CGST + SGST or IGST as the case may be and also
pay the custom duty forgone on imported inputs used in the manufacture of goods and sold in
DTA, but such custom duty payment is not been accepted by the bankers nor GAR challan is
countersigned by the Central Tax officers/ Custom Officers.

Further, Para 6.15 of Foreign Trade Policy allows to clear surplus obsolete and non-useable
inputs and capital goods in the domestic market on payment of duty. Whereas they have to pay
basic custom duties on value at the time of imports and existing basic custom duty rate on such
imported inputs and capital goods. There is no method to pay directly and upload the challan
before effecting such challan.

Number of EOUs are having their own DTA Units either in the same premises or either in the
same state. In earlier regime, it was treated as transfer as duty was paid accordingly, now in the
GST regime, as registration number of both the units is same there is no mechanism to pay
basic custom duties and do not pay CGST + SGST. This has created lot of bottleneck and
flexibility of operations of EOUs.

Since EOUs are treated at par and they are facing the challenges mentioned above, the de-
bonding option cannot be exercised. In GST regime, there is no mechanism spelt out in the law
when EOU is getting de-bonded, how to pay BCD. Though simplification was made vide
notification 59/2017-Cus dated 30-06-2017, there is need of issuing the new circular / guidelines
for the benefit of industry & field formation so as to have ensure intentions converts the reality.

EOUs are also permitted to export through Merchant Exporters under the concept of “Third
Party Exports”, however in the GST regime, sale to the merchant exporters is treated as DTA Sale
and EOU will have to pay the Basic Custom Duty on imported material used in such finished
goods which are meant for exports. This is never the intention of the policy makers and hence
FTP and notification 52/2003-Cus needs further amendment to cover sale to merchant exporter
for ultimate exports without payment of BCD.
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Merchant Exporter

Exports by merchant exporters have badly affected since they are required to procure the goods
by payment of GST. Although, they will be entitled for ITC and subsequent refund when exports
are made on payment IGST. Considering the existing network and utilities developed by GSTN,
there is no possibilities to grant the refund before January 2018. This has resulted into huge
requirement of working capital and interest burden thereon which was never considered in
export costing.

Service Exports

Service exports contribute almost more than 40% of total exports and generates more than 70%
of net foreign exchange earnings (i.e. difference between exports and imports). Earlier, tough
service tax was applicable on services and exports of services were exempt, they were not
required to execute the bond / LUT. Now each service exporter either has to give the bond or
execute LUT which has resulted into lot of harassment by GST officials and it was the axe on the
concept of “ease of doing of business”. There is no need to execute Bond / LUT in GST also,
exporters from small service providers has been adversely impacted since they were asked to
give Bank Guarantee which has added to the cost of exports. Their refunds also been delayed
and no refund will be given prior to January 2018. This has also resulted into high working
capital requirement for them.

MSME Sector

Most of the MSME Units were availing exemption under Central Excise up to the turnover of 1.5
Crore and they were not much acquitted with the concept of ITC. Number of SSI units also do
not have computer literacy and now they are required to equip with reporting Inward supplies
and outward supplies through IT systems. Undoubtedly this issue was addressed by GST council
and therefore the concept of TRPs, GST practitioner and CFC was floated. But GSTN has not
opened the window for authorizing them to file the returns on their behalf. GSTN has approved
GSPs and GSPs are authorizing ASPs after approval of GSTN but MSME sector cannot bear high
burden of transactional cost of ASPs and GSPs. Therefore, MSME sector and traders are
adversely affected on their day to day working and comply with provisions of GST.
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Agro Sector

Agriculture is backbone of Indian Economy and methodology of doing agriculture and avenues
available to farmers will not only reduce the suicides of the farmers and make India economically
stronger. The Focus on agriculture should be improving the quality of the soil, quality of seeds,
fertilizers and proper usage of insecticides / pesticides / fungicides. Classification of Fertilizers
un-necessarily disputed in spite of clear cut board circular issued by CBEC dated 6™ April 2017.
However, in GST regime the wording of classification though remains the same, tariff rate have
been notified based on nomenclature which was created again the confusion in the minds of
manufacturers / traders and the field formations. It might have been much better to issue the
similar clarification and applicability of rates. It is also recommended to have GST rates
maximum upto 12% or 5% for agricultural equipment, implements, tractors and parts thereof
as well as for fertilizers / plant growth promoters, Pesticides, Insecticides, Fungicides etc.

If the issues raised above of the agriculture, MSME, Exporters are addressed there is certainty

to grow exports and overall productivity which will not only reduce the inflation but will create
job opportunities, employment and will also contribute to growth in GDP.
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