13 July 2018

EY Tax Alert
Proposed amendments to
GST law released for public
comments

Tax Alerts cover significant tax
news, developments and changes
in legislation that affect Indian
businesses. They act as technical
summaries to keep you on top of
the latest tax issues. For more
information, please contact your
Ernst & Young advisor.

Executive summary
The government has proposed certain amendments in the Central Goods and Services Tax
(CGST) Act 2017, Integrated Goods and Services Tax Act (IGST), 2017 and the GST
(Compensation to States) Act, 2017. The proposed amendments have been put in public
domain for inviting comments from the stakeholders by 15 July 2018.
Some of the important amendments proposed are:
•

ITC to be allowed with reference to activities which are treated neither as a supply of
goods nor a supply of services.

•

Persons providing services up to 10% of turnover in the preceding financial year or INR 5
lakh, whichever is higher, will be able to opt for composition scheme.

•

A consolidated credit or debit note can be issued in respect of multiple invoices without
linking them to individual invoices.

•

Registered persons will be able to amend GST returns to rectify any mistakes.

•

The place of supply of services of outbound freight, where both supplier and recipient are
in India, will be the place of destination of such goods.

•

Provision to pay interest in case of reversal of ITC for non-payment to supplier within
180 days to be withdrawn.
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Background
• The government has proposed certain amendments in
CGST Act, IGST Act and the GST (Compensation to States)
Act, 2017.
• These amendments have been made available in public
domain in order to invite comments / feedback from
various stakeholders by 15 July 2018.

Key proposed amendments in
CGST Act

Input Tax Credit (ITC)
• If services are provided by a supplier to any other
person on the direction and on account of a registered
person, then it will be deemed that such registered
person has received the services.
• If the recipient fails to pay to the supplier within 180
days from date of issue of invoice, then only Input tax
credit (ITC) availed will be added to the output tax
liability. It is proposed to remove the interest liability in
such cases.

Supply

• Activities specified in Schedule III (other than sale of
land and building) to be excluded from the definition of
exempt supply. Thus, ITC will be available on such
activities.

• Clause (d) of the definition of supply under Section 7(1)
which deals with classification of certain specified
activities either as supply of goods or services to be
omitted and to be inserted as a new sub-section under
Section 7.

• ITC to be restricted in respect of motor vehicles for
transportation of persons, having approved seating
capacity up to 13 persons, vessels and aircrafts.
Currently, the restriction is in respect of all motor
vehicles subject to certain exceptions.

• As per the existing provisions of Entry 4 of Schedule I to
CGST Act, import of services by a taxable person even if
made without consideration from a related person or any
of his other establishment outside India, is treated as
supply. The amendment is proposed to delete the word
‘taxable’ thereby making all persons, whether having any
taxable supply or not, liable to pay tax on such import of
services.

• ITC to be allowed if it is obligatory for an employer to
provide goods or services to its employees under any
law for the time being in force.

• The following will be treated neither as a supply of goods
nor a supply of services (amendments proposed in
Schedule III to CGST Act):
• Supply of goods from a place in the non-taxable
territory to another place in the non-taxable territory
without such goods entering into the taxable territory.
• Supply of warehoused goods before clearance for
home consumption and high sea sales

Reverse charge mechanism
• The current provision dealing with liability to pay tax on
reverse charge for procurement from unregistered
persons is proposed to be omitted.
• It is also proposed to insert an enabling provision for the
government to notify a class of registered persons who
would be liable to pay tax on reverse charge basis in case
of procurement of goods or services from an
unregistered supplier.

Composition scheme
• The threshold turnover for opting composition scheme to
be increased from INR 1 crore to INR 1.5 crore.
• Persons who provide services of value up to 10% of
turnover in the preceding financial year in a state or INR
5 lakh, whichever is higher, will be able to opt for
composition scheme.

Registration
• E-commerce operators, not required to collect tax at
source, will not be required to obtain registration if
their aggregate turnover does not exceed INR 20 lakh.
• A person having multiple places of business in a state
may obtain separate registration for each such place of
business, subject to conditions prescribed. Earlier, the
option was available only in case of separate business
verticals.

Tax invoice, credit and debit notes
• Consolidated credit note or debit note (as the case
maybe) can be issued in respect of multiple invoices
without linking them to individual invoices.

Returns
• The registered persons will be able to revise the GST
return by filing an amendment return.
• A new section 43A to be inserted to provide the new
return filing procedure. As a part of the procedure, it is
proposed that the supplier and recipient shall be jointly
and severally liable to pay tax or reverse credit under
certain circumstances.

Payment of tax
• Credit of State GST/Union Territory GST to be utilized
for payment of IGST only when the balance of the ITC
on account of CGST is not available.
• Similarly, a taxpayer can utilize credit of CGST,
SGST/UTGST, only after exhausting the entire credit
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available on account of IGST.

Refunds
• The principle of unjust enrichment to apply in case of
refund claim arising out of supplies of goods or services
made to Special Economic Zone unit or developer.

Recovery of tax
• In case of default in payment of tax by a registered
person, recovery can be made from distinct persons i.e.,
other establishments having same Permanent Account
Number.

Appeals to Appellate Authority and Appellate
Tribunal
• A ceiling of INR 25 crore and INR 50 crore in respect of
pre-deposit to be prescribed for filing an appeal before
the Appellate Authority and Appellate Tribunal
respectively.

Comments
The effort of the government in addressing
concerns of the industry through changes
in GST law is commendable.
The move by the government requesting
public comments on the proposed
amendments will ensure that consequences
and impact of the amendments will be
highlighted and necessary tweaks and
corrections can be made before the law is
amended. This move further supports with
the government’s initiative to increase the
ease of doing business.

• Transitional credit of only eligible duties can be carried
forward in the GST regime.

While many of the proposed amendments
are taxpayer-friendly, which are in wake of
various representations of stakeholders,
some are clarificatory in nature or seek to
correct drafting errors. Retrospective
applicability of such amendments in certain
cases might provide much relief to the
taxpayers.

• Further, eligible duties and taxes will not include any cess
not specified in Explanation 1 and 2 which defines
“eligible duties” and “eligible duties and taxes”,
respectively.

Various changes proposed in the provisions
of ITC may provide a significant relief to the
industry by way of reduction in tax
cascading.

Job work

While the provisions are proposed to enable
the new return filing procedure as proposed
by the Committee and approved by the GST
Council, the detailed mechanism may be
critical from compliance perspective.

Transitional provisions

• The time period of one year and three years, for return
of inputs and capital goods from the job worker can be
extended by the Commissioner for a further period not
exceeding one year and two years respectively.

Key proposed amendments in
IGST Act
Export of services
• Consideration can be received in INR if permitted by the
Reserve Bank of India, for a transaction to qualify as
export of services. Currently, consideration should be
received only in convertible foreign exchange.

Place of supply of services
• The place of supply of services by way of transportation
of goods to a place outside India, where both supplier and
recipient are located in India, will be the place of
destination of such goods.
• The place of supply of services in respect of goods which
are temporarily imported into India for any treatment or
process, and are exported after such treatment/ process
without being put to any other use in India, will be the
location of recipient i.e., outside India.

Page 4

Our offices
Ahmedabad
2nd floor, Shivalik Ishaan Near C.N.
Vidhyalaya Ambawadi
Ahmedabad - 380 015
Tel: + 91 79 6608 3800
Fax: + 91 79 6608 3900
Bengaluru
6th, 12th & 13th floor “UB City”,
Canberra Block No.24 Vittal Mallya
Road Bengaluru - 560 001
Tel: + 91 80 4027 5000
+ 91 80 6727 5000
+ 91 80 2224 0696
Fax: + 91 80 2210 6000
Ground Floor, ‘A’ wing Divyasree
Chambers
# 11, O’Shaughnessy Road Langford
Gardens Bengaluru - 560 025
Tel: +91 80 6727 5000
Fax: +91 80 2222 9914
Chandigarh
1st Floor, SCO: 166-167 Sector 9-C,
Madhya Marg Chandigarh - 160 009
Tel: +91 172 331 7800
Fax: +91 172 331 7888
Chennai
Tidel Park, 6th & 7th Floor
A Block (Module 601,701-702) No.4,
Rajiv Gandhi Salai Taramani, Chennai 600 113
Tel: + 91 44 6654 8100
Fax: + 91 44 2254 0120
Delhi NCR
Golf View Corporate Tower B Sector 42,
Sector Road Gurgaon - 122 002
Tel: + 91 124 464 4000
Fax: + 91 124 464 4050
3rd & 6th Floor, Worldmark-1 IGI Airport
Hospitality District Aerocity, New Delhi 110 037
Tel: + 91 11 6671 8000
Fax + 91 11 6671 9999
4th & 5th Floor, Plot No 2B
Tower 2, Sector 126
NOIDA - 201 304
Gautam Budh Nagar, U.P.
Tel: + 91 120 671 7000
Fax: + 91 120 671 7171

Ernst & Young LLP

Hyderabad
Oval Office, 18, iLabs Centre Hitech
City, Madhapur Hyderabad - 500 081
Tel: + 91 40 6736 2000
Fax: + 91 40 6736 2200
Jamshedpur
1st Floor, Shantiniketan Building
Holding No. 1, SB Shop Area Bistupur,
Jamshedpur – 831 001
Tel: +91 657 663 1000
BSNL: +91 657 223 0441
Kochi
9th Floor, ABAD Nucleus
NH-49, Maradu PO
Kochi - 682 304
Tel: + 91 484 304 4000
Fax: + 91 484 270 5393
Kolkata
22 Camac Street 3rd
Floor, Block ‘C’ Kolkata 700 016
Tel: + 91 33 6615 3400
Fax: + 91 33 2281 7750
Mumbai
14th Floor, The Ruby
29 Senapati Bapat Marg Dadar
(W), Mumbai - 400 028
Tel: + 91 22 6192 0000
Fax: + 91 22 6192 1000
5th Floor, Block B-2 Nirlon
Knowledge Park
Off. Western Express Highway
Goregaon (E)
Mumbai - 400 063
Tel: + 91 22 6192 0000
Fax: + 91 22 6192 3000
Pune
C-401, 4th floor Panchshil
Tech Park Yerwada
(Near Don Bosco School)
Pune - 411 006
Tel: + 91 20 6603 6000
Fax: + 91 20 6601 5900

Join India Tax Insights from EY on
Download the EY India Tax
Insights App Logo

EY | Assurance | Tax | Transactions | Advisory
About EY
EY is a global leader in assurance, tax, transaction
and advisory services. The insights and quality
services we deliver help build trust and confidence
in the capital markets and in economies the world
over. We develop outstanding leaders who team to
deliver on our promises to all of our stakeholders. In
so doing, we play a critical role in building a better
working world for our people, for our clients and for
our communities.
EY refers to the global organization, and may refer
to one or more, of the member firms of Ernst &
Young Global Limited, each of which is a separate
legal entity. Ernst & Young Global Limited, a UK
company limited by guarantee, does not provide
services to clients. For more information about our
organization, please visit ey.com.
Ernst & Young LLP is one of the Indian client serving
member firms of EYGM Limited. For more information about
our organization, please visit www.ey.com/in.
Ernst & Young LLP is a Limited Liability Partnership,
registered under the Limited Liability Partnership Act,
2008 in India, having its registered office at 22 Camac
Street, 3rd Floor, Block C, Kolkata - 700016
© 2018 Ernst & Young LLP. Published in India.
All Rights Reserved.
This publication contains information in summary form
and is therefore intended for general guidance only. It is
not intended to be a substitute for detailed research or
the exercise of professional judgment. Neither Ernst &
Young LLP nor any other member of the global Ernst &
Young organization can accept any responsibility for loss
occasioned to any person acting or refraining from action
as a result of any material in this publication. On any
specific matter, reference should be made to the
appropriate advisor.

