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Dear Readers, 
 
Finance Minister’s today delivered Government's fifth and last full Budget before 2019 elections 
amid subdued economic growth, challenging fiscal situation and farm distress. This is also the 
first Budget under the GST regime, though there is nothing on GST in this Budget. What makes it 
all the more important is the upcoming elections in eight states this year and the General Election 
next year, all of which put tough demands on it.  
 
It is hoped that a series of structural reforms proposed will propel India among the fastest 
growing  economies  of  the  world.  Country  is  firmly  on  course  to  achieve  over  8%  growth  as  
manufacturing, services and exports back on good growth path. 
 
The Budget only contains provisions for Customs and GST related provisions are expected to be 
legislated separately after clearance from GST Council. However, most of the executive changes 
are  being  done  through  Notifications.  It  is  important  to  note  that  w.e.f.  today,  e-way  bill  has  
become mandatory across the country. 
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The Goods and Services Tax (GST) collections for December 2017 show an increase, but despite 
this  there  are  concerns  that  the  tepid  collections  since  July  could  pose  a  problem on the  fiscal  
deficit  front.  However,  a  closer  look at  the  numbers  shows that  these  fears  are  misplaced.  The  
Centre’s tax collection, as per the CGA (Controller General of Accounts), appears to be on track to 
achieving the Budget estimates for 2017-18. There are, however, many trouble spots in the new 
regime. 
 

We shall share detailed analysis including sectoral impact in next issue. 

 

DATE: 01.02.2018                                                                              DR. SANJIV AGARWAL 
 

 

 

 

 
 
 

E-way Bills – A New instruments for Movement of Goods 
 

v E-way bill system for inter-state movement of goods of value exceeding Rs. 50,000/- 
have been implemented.  

v Based on rough calculations of the transit permit data issued in the old value-added tax 
regime, GSTN expects that around 700,000-800,000 GST e-way bills will be issued 
every day across the country. 

v According to the sources, more than 340,000 e-way bills were issued on 30 January 
alone so far, more than 670,000 taxpayers and transporters have registered under the 
e-way bill system. 

v The Notification No. 50/2017-Customs dated 30.06.2017 has been amended vide the 
Finance Bill, 2018 as follows: 

“Notification No. 65/2017-Customs dated 8th July 2017 amending notification No. 
50/2017- Customs dated 30th June 2017 is proposed to be given retrospective effect so 
as to exempt integrated tax leviable under section 3(7) of the Customs Tariff Act, 1975 on 
aircrafts, aircraft engines and other aircraft parts imported under cross-border lease 
during the period from the 1st July, 2017 to the 7th July, 2017 subject to the payment of 
Integrated tax leviable under section 5(1) of the IGST Act, 2017 on the said supply” 

v Name  of  Central  Board  of  Excise  and  Customs  is  being  changed  to  Central  Board  of  
Indirect Taxes and Customs with consequential amendments in the following Acts: - 

(i) The Central Boards of Revenue Act, 1963 (54 of 1963) 
(ii) The Customs Act, 1962 (52 of 1962) 
(iii) The Central Goods and Services Tax Act, 2017 (12 of 2017) 

GOODS AND SERVICES TAX UPDATE 
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As the day finally arrives for the Finance Minister to present the Union Budget, the Goods and 
Services Tax (GST) has emerged as the main concern among retailers, who expect a relaxation 
in the tax slabs across various product categories.  ANI asked the retailers of Hyderabad about 
their expectations from the budget, and the majority ascribed the dip in their business to GST 
and hoped the  latest  budget  would  provide  some relief.  There  is  only  one  thing  we  want  the  
government to change in budget revision, and that is to reduce the GST percentage on footwear 
which is 18 percent now. They also demanded that the filing of taxation be made easy.  

The  stationery  owners  said  the  12  percent  GST  has  tremendously  affected  business,  and  
indicated that a further increase would incur them heavy losses.  The pan shop retailers have 
also faced a setback from GST and said the latest budget revision should remove the GST on 
pan and tobacco products.  

Textile retailers told ANI that the costs have increased despite the five percent GST on textile as 
an extra tax is charged on manufacturing as well which adds to the total cost and thereby the 
retail rates. We have to put that charges even for customers which results in more cost and the 
public will  not be able to purchase, and ultimately it  will  affect our business. So it  would be 
better if there will be some changes in the percentage of GST on textile. For toy products, the 
public is not ready to pay the GST, as VAT is already applicable on them.  For that we either 
have to increase the toys rates for profit or not charge GST as the customers will not buy if it is 
applicable.  

The hardware retailers are also expecting a tax cut, as they said the business has been running 
low because of the GST.  Most of the gold jewellery retailers said they prefer old tax of one 
percent on ornaments instead of three percent. Handloom traders also expect no tax, saying it 
takes a lot of hard work. Meanwhile, business in sweet shops have been normal, with five 
percent GST on the sweet products, and the sellers hoped there is no increase in the upcoming 
budget revision.  

(SOURCE: ECONOMIC TIMES DATED 01.02.2018) 

 

 
The long-pending demand for granting infrastructure status, levying of Goods and Services Tax 
(GST)  on  the  declared  tariff  of  hotel  rooms  and  re-introduction  of  input  tax  credit  for  the  
restaurants industry are some of the expectations topping the wish-list of the hospitality sector 
for  Union  Budget  2018.  Under  GST  the  hotel  industry  is  taxed  way  too  higher  than  other  

GOODS AND SERVICES TAX  

BUDGET 2018: HOSPITALITY SECTOR WANTS STREAMLINING OF GST 

UNION BUDGET 2018: GST REVISION CONCERNS RETAILERS 
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overseas markets, especially the neighbouring South East Asian countries like Thailand. The 
28 % tax levied on five star and luxury hotels is killing inbound tourism market. This should 
be reduced to 18 % and the tax bracket for the lower slab of hotels can be 12 %. With domestic 
travel  increasing  and  customers  spending  anywhere  from  Rs.  2,500  to  7,500,  on  daily  
accommodation, the tax rates are a dampener on the entire sector. 

The Government is expected to reassess granting the input tax credit benefits to the industry. 
Another area that needs attention is the GST that is currently levied at declared room tariffs by 
hotels,  as  opposed  to  the  actual  tariff  being  paid  by  the  customer  while  booking.  Hotel  
inventory is dynamically priced. In most cases, during the lean season the prices are slashed. 
However, post discount, if a room in the 18 % tax slab falls under the 12% slab, the customers 
still end up paying the higher percentage of tax at 18 % than they should for the same room. 
GST should be levied on the actual tariff and not the declared tariff at hotels. 

This apart, the hotel industry recommends bringing down the tax slab for GST from 12 % to 5 
% for room rates up to Rs 2,500 and to levy GST on hotels with room rates above Rs 1,500 as 
against the present Rs 1,000. 

(SOURCE: THE HINDU DATED 31.01.2018) 

 
 
 
 
Industry body Confederation of Indian Industry (CII) called for the need to simplify GST 
compliances and implementation. According to CII, simplification of GST compliances would 
result in higher number of returns filed, increased collection of revenues, and easier working 
capital management by trade and industry. 

The GST network (GSTN) functioning and return filing formats could be tweaked to ensure 
acceptance of invoices. CII said that it is in agreement with the proposals presented to the GST 
Council by Former chairman of the Unique Identification Authority of India and Chairman, 
Infosys, who said: If the buyer accepts supplier invoices on the GST System, this automatically 
determines  the  input  tax  credit  (ITC).  In  the  proposed  model,  there  will  be  no  mismatch  or  
reversal. 

Further, CII stressed on the need for designing a effective return filing system where seamless 
and  speedier  input  tax  credit  can  be  availed  by  the  recipient,  as  against  the  current  
requirement of filing three GST returns. In some sectors with thousands of invoices daily, this 
exercise leads to complexities such as mismatches, ITC reversal with interest, and reclaim of 
ITC. Currently, the buyer is responsible for ensuring tax payment by suppliers to avail ITC and 
mismatch in invoices due to filing errors leads to funds being held up. 

 
(SOURCE: THE HINDU DATED 28.01.2018) 

 
 
 

NEED FOR SIMPLIFICATION OF GST COMPLIANCES: CII 

http://www.business-standard.com/search?type=news&q=confederation+of+indian+industry
http://www.business-standard.com/search?type=news&q=cii
http://www.business-standard.com/search?type=news&q=gst+council
http://www.business-standard.com/search?type=news&amp;q=gst+council
http://www.business-standard.com/search?type=news&q=chairman
http://www.business-standard.com/search?type=news&q=india
http://www.business-standard.com/search?type=news&q=cii
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The provision of tax collected at source (TCS) imposed on suppliers selling products on e-
commerce websites like Flipkart and Amazon in the goods and services tax(GST) regime is 
likely to be deferred by six months. The recommendation by the law review committee may 
come as a breather for e-commerce players, which have been strongly opposing the additional 
levy.  The  TCS  of  1  per  cent  to  be  charged  collectively  by  the  Centre  and  states  was  kept  in  
abeyance till April 1, 2018, by the GST Council in October along with the reverse charge 
mechanism and the e-way bill. However, in light of revenue leakage concerns, the e-way bill to 
track the movement of inter-state supply of goods will be implemented from February 1, while 
reverse charge mechanism on composition dealers may be implemented any time now. The 
provision pertaining to TDS and TCS can be kept in abeyance for at least six more months, is 
the view taken by the law committee. A final decision on deferring the TCS further will be taken 
by the GST Council in its next meeting. Implementation of the TCS will have to be through the 
GSTN portal, which is yet to stabilize. The move will not only shift the compliance burden 
on companies but also burden the system. The TCS will essentially be collected by the e-
commerce players while making the transaction payment to sellers on the marketplace website. 
The model goods and services tax law approved by the GST Council provides for an up to 1 per 
cent  TCS  deduction  by  e-commerce  operators.  In  the  wake  of  stiff  opposition  by  the  e-
commerce industry, the TCS provision in the GST law was earlier toned down to include ‘up to 
1 per cent TCS’ as against a 1 per cent levy under both the Central GST and the State GST, 
taking the total incidence at 2 per cent. For the Government, the TCS will help check tax 
evasion by enabling collection of tax and information at source. 
 
However, it  will  suppress cash flow for the industry, which is operating on thin margins. The 
TCS comes at a cost for suppliers selling on the e-commerce portals as their working capital 
will get be held up for a while before they can claim a refund. The industry had argued that the 
TCS  would  result  in  a  lock-in  of  capital  and  also  dissuade  companies  from  selling  through  
online portals. According to a statement by Flipkart last year, Rs 4 billion working capital 
would be locked up every year at the current scale. The e-commerce player said this would 
deter small and medium enterprises and sellers from selling on e-commerce platforms or going 
digital  in  their  business.  The  TCS  also  increases  the  compliance  burden  on  e-
commerce players. The vendors will be able to claim credit for the TCS deductions based on the 
tax statement filed by the e-commerce operator. This means that the refund will be available to 
the vendor only in the next cycle. This will impact margins of vendors, the industry has argued.  
 
Relief in sight 

· The TCS of 1% to be charged by the Centre and states was kept in abeyance till April 1 
· The TCS will essentially be collected by the e-commerce players while making the 

transaction payment to sellers on the marketplace website 
· The  industry  had  argued  that  the  TCS  would  result  in  a  lock-in  of  capital  and  also  

dissuade firms from selling through e-portals 
· A  final  decision  on  deferring  the  TCS  further  will  be  taken  by  the  GST  Council  in  its  

next meeting 
 

 (SOURCE: BUSINESS STANDARD DATED 31.01.2018) 

GST:  E-COMMERCE  FIRMS  FLIPKART,  AMAZON  LIKELY  TO  GET  6-MONTH TAX 
BREATHER 

http://www.business-standard.com/search?type=news&q=tax+collected+at+source
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&amp;q=e+commerce
http://www.business-standard.com/search?type=news&q=flipkart
http://www.business-standard.com/search?type=news&q=amazon
http://www.business-standard.com/search?type=news&q=goods+and+services+tax
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=gst
http://www.business-standard.com/search?type=news&q=e+way+bill
http://www.business-standard.com/search?type=news&q=e+way+bill
http://www.business-standard.com/search?type=news&q=gst
http://www.business-standard.com/search?type=news&q=companies
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&amp;q=e+commerce
http://www.business-standard.com/search?type=news&q=goods+and+services+tax
http://www.business-standard.com/search?type=news&q=gst
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&amp;q=e+commerce
http://www.business-standard.com/search?type=news&q=gst
http://www.business-standard.com/search?type=news&q=gst
http://www.business-standard.com/search?type=news&q=tax+evasion
http://www.business-standard.com/search?type=news&amp;q=tax+evasion
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=industry
http://www.business-standard.com/search?type=news&q=companies
http://www.business-standard.com/search?type=news&q=flipkart
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&amp;q=e+commerce
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=industry
http://www.business-standard.com/search?type=news&q=e+commerce
http://www.business-standard.com/search?type=news&q=industry
http://www.business-standard.com/search?type=news&q=gst
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The Government is set to amend the goods and services tax (GST) law to explicitly state that no 
transition credit can be availed in lieu of cesses paid under the previous tax regime, a move 
that comes after companies claimed hundreds of crores of rupees as transition credit in lieu of 
Swachh Bharat Cess and Krishi Kalyan Cess.  Although the Government had made it clear at 
the outset that no transition credit would be available after implementation of the GST regime, 
some companies took refuge in lack of clarity in law to claim credit against cesses.  

The GST Council had at its meeting last week approved changes to the GST law suggested by 
the law review committee. These will now be vetted by the legislative department, approved by 
the GST Council  and brought in as amendment bill  in the second half  of  the budget session, 
the official said. The GST regime, which kicked in on July 1, 2017, replaced 43 Central and 
State  Government  taxes  and cesses.  The  regime allows tax  credit  on  stock purchased during  
the previous tax regime.  

Some companies, however, included cess as part of transition credit claims when they filed 
returns, citing lack of clarity on the issue. As much as Rs 65,000 crore out of  the nearly Rs 
95,000 crore tax collections in July - the first month of GST - was claimed as transitional credit 
by taxpayers, prompting the Central Board of Excise and Customs to order a scrutiny of the 
claims. The apex indirect taxes body asked tax officials to verify GST transitional credit claims 
of over Rs 1 crore made by 162 entities.  

Tax experts said the issue may trigger a spurt in litigation. From a policy point of view, cesses 
which  were  allowed  as  credit  under  the  earlier  laws  should  be  permitted  as  a  carry  forward  
credit under transition provisions. Education cess and Krishi Kalyan cess fall under that 
category, though Krishi Kalyan cess was only allowed as credit to service providers.  

While credit for clean energy cess was not available (which got replaced by compensation cess), 
it should have been allowed under GST law to avoid double taxation, similar to credit of excise 
duty allowed to traders, under the transition provisions. This change would effectively 
tantamount to retrospective amendment of law and is likely to go to courts. 

 
(SOURCE: ECONOMIC TIMES DATED 24.01.2018) 

 

 

The Goods and Services Tax (GST) collections for December 2017 show an increase, but despite 
this there are concerns that the tepid collections since July could pose a problem on the fiscal 
deficit front. However, a closer look at the numbers shows that these fears are misplaced. The 
Centre’s tax collection, as per the CGA (Controller General of Accounts), appears to be on track 
to achieving the Budget estimates for 2017-18. There are, however, many trouble spots in the 
new regime. 

GST MOP-UP ON TRACK; FISC NOT UNDER THREAT 

COMPANIES UNLIKELY TO GET TRANSITION CREDIT FOR CESSES PAID EARLIER  
 

https://economictimes.indiatimes.com/articleshow/62625148.cms?utm_source=contentofinterest&utm_medium=text&utm_campaign=cppst
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The  complexity  of  the  GST,  which  combines  many  of  the  indirect  taxes  of  the  Centre  and  
States, has made it quite difficult to estimate the expected monthly collection target. At a press 
conference in August 2017, Finance Minister said that the collections in July were better than 
the target of Rs. 91,000 crore for that month. This figure has been used since then as a ball-
park  figure  for  measuring  monthly  GST  collections.  If  we  use  this  figure,  GST  collections  in  
October  (Rs.  83,346 crore),  November  (Rs. 80,808 crore) and December (Rs. 86,703 crore) are 
well short of the target. But that may not really be the case. 

To estimate the targeted monthly GST collection, we worked backward to see the projected 
revenue in the Budget estimate for 2017-18 from goods and services that have been put under 
GST.  While  service  taxes  have  mostly  moved  under  GST,  only  about  a  third  of  excise  duty  
collections are under GST since the taxes on many petroleum products are still outside the new 
regime. Under Customs duty, almost 64 per cent of the collections are now under GST. 

Using this basis, around Rs. 43,000 crore of GST need to be collected by the Centre monthly 
towards its indirect tax collections. A portion of this will devolve to the States as part of their 
share in the Centre’s revenue. 

States totally have to be disbursed Rs. 43,000 crore every month, assuming 14 per cent annual 
growth from their 2015-16 revenue. Working with these numbers, a monthly GST collection of 
around Rs. 80,000 crore appears sufficient to meet the Centre’s and States’ needs. 

 

(SOURCE: BUSINESS LINE DATED 29.01.2018) 

 

 

 
Chief  economic  advisor  said  India  may be  headed to  a  single  rate  for  goods  and services  tax  
(GST) over the next three-to five years, but called for further rationalisation of the indirect tax 
regime that kicked in last July. The comments from the government's chief economist came 
after the Economic Survey authored by him and his team suggested that GST had got off to a 
good start, with growth in collections estimated at 12 per cent. "In the initial phase of such a 
large  disruptive  change,  this  performance  is  noteworthy.  The  GST  promises  to  be  a  buoyant  
source of future revenues. 
 
Belying confusion and anxiety surrounding GST collections, the Survey said the uncertainty 
will be removed once the system stabilises later this year. But the provisional assessment is 
this:  Revenue  collection  under  the  GST  is  doing  well,  surprisingly  so,  for  such  a  
transformational reform, adding, taxes that GST has subsumed had fetched Rs 9.7 lakh crore 
to the exchequer in 2016-17. Although policy makers were initially upbeat, collections dipped 
for a few months and caused some anxiety before the tide turned in January and provided 
some comfort. Subramanian acknowledged that there are too many rates currently, which need 
to  be  corrected  but  drew satisfaction from the  fact  that  the  current  average  rate  of  15.6  per  
cent was in line with the 15-16 per cent revenue neutral rate recommended by a panel headed 
by him. 

SINGLE-RATE GST REGIME MAY BE A REALITY IN 3-5 YEARS 

https://timesofindia.indiatimes.com/business/gst
https://timesofindia.indiatimes.com/topic/Economic-Survey
https://timesofindia.indiatimes.com/topic/GST-collections
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The Survey noted that base of indirect taxpayer has increased by over 50 per cent, with 34 lakh 
businesses coming into the tax net, led by voluntary registrations, especially by small 
enterprises that buy from large enterprises and want to avail themselves of input tax credits. 
Nearly  17 lakh businesses  registered  under  GST,  despite  turnover  being  below the  threshold  
limit of Rs 20 lakh. 
 

(SOURCE: TIMES OF INDIA DATED 30.01.2018) 

 
S.No. Return/Form Return Period Due Date 

1.  GSTR 1 for persons having 
turnover up to INR 1.5 Crore 

October to December 
2017 

15.02.2018 

2.  GSTR 1 for persons having 
turnover above INR 1.5 Crore 

December, 2017 10.02.2018 

3.  GSTR 3B January, 2018 20.02.2018 
 

 
Gist of Recent GST Pronouncements 

 
· In Kanwar Enterprises (P) Ltd. v. Assistant Commissioner (CT), Chennai (2017) 6 GSTL 

457 (Madras), where the excess tax paid was duly acknowledged in assessment orders 
and Form P notices issued stating that assessee was entitled for refund of specified 
amounts but no orders were passed by Assessing Officer despite direction from High 
Court and several representations by assessee, it was held that assessee shall be 
entitled for cash refund considering that there was likelihood of dealer being harassed 
in  event  of  initiating  action  for  contempt.,   Assessing  Officer  was  directed  to  effect  
refund in full, constrained to initiate suo motu proceedings for contempt  
 

GST CASE LAWS 

OBLIGATIONS UNDER GOODS AND SERVICES TAX 
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· In Coimbatore Road Contractors Welfare Association v. State of Tamil Nadu (2017) 12 TMI 
515; (2017) 7 GSTL 4 (Madras), where the agreements for works contract were executed 
prior to 01.07.2017 and assessee was of view that GST could not be imposed and VAT 
@ 2% alone shall be applicable, it was held that since the assessee’s representations are 
pending, it  would be appropriate for the department to respond to the same by giving 
them a reply. Further, the appropriate person, who would be in a position to give reply, 
is  the  Commissioner  of  Commercial  Taxes  who  shall  give  a  reply  because  all  other  
authorities were the Department of Highways and National Highways etc., who would 
not be in a position to specifically address the issue pointed out by the assessee. 

 

Circular No. 30/4/2018-GST dated 25.01.2018 

F.No.354/1/2018-TRU 

Subject: Clarification on supplies made to the Indian Railways classifiable under any chapter, other than 
Chapter 86 – regarding. 

Representations have been received that certain suppliers are making supplies to the railways of items classifiable 
under any chapter other than chapter 86, charging the GST rate of 5%. 

2. The matter has been examined. Vide notification No. 1/2017 –Central Tax (Rate) dated 28th June, 2017, read 
with notification No. 5/2017-Central Tax (Rate) dated 28th June, 2017, goods classifiable under Chapter 86 are 
subjected to 5% GST rate with no refund of unutilised input tax credit (ITC). Goods classifiable in any other chapter 
attract the applicable GST, as specified under notification No. 1/2017 –Central Tax (Rate) dated 28th June, 
2017 or notification No.2/2017-Central Tax (Rate) dated 28th June, 2017. 

3. The GST Council during its 25th meeting held on 18th January, 2018, discussed this issue and recorded that a 
clarification regarding applicable GST rates on various supplies made to the Indian Railways may be issued. 

4. Accordingly, it is hereby clarified that 

· only the goods classified under Chapter 86, supplied to the railways attract 5% GST rate with no refund of 
unutilised input tax credit and 

· other goods [falling in any other chapter], would attract the general applicable GST rates to such goods, 
under the aforesaid notifications, even if supplied to the railways. 

----------------- 
 

GOODS AND SERVICES TAX : FROM THE GOVERNMENT  

https://www.taxmanagementindia.com/visitor/detail_notification.asp?ID=120277&kw=CGST-Rate-Schedule-u-s-9-1-notifying-rates-of-CGST-2-5-6-9-14-1-5-and-0-125-on-Supply-of-Goods
https://www.taxmanagementindia.com/visitor/detail_notification.asp?ID=120280&kw=Supplies-of-goods-in-respect-of-which-no-refund-of-unutilised-input-tax-credit-shall-be-allowed-under-section-54-3
https://www.taxmanagementindia.com/visitor/details_tariff_duty_ITC_HSN.asp?Tariff_Index_ID=286&kw=Customs-Railway-or-tramway-locomotives-rolling-stock-and-parts-thereof-railway-or-tramway-track-fixtures-and-fittings-and-parts-thereof-mechanical-including-electro-mechanical-traffic-signaling
https://www.taxmanagementindia.com/visitor/detail_notification.asp?ID=120277&kw=CGST-Rate-Schedule-u-s-9-1-notifying-rates-of-CGST-2-5-6-9-14-1-5-and-0-125-on-Supply-of-Goods
https://www.taxmanagementindia.com/visitor/detail_notification.asp?ID=120277&amp;kw=CGST-Rate-Schedule-u-s-9-1-notifying-rates-of-CGST-2-5-6-9-14-1-5-and-0-125-on-Supply-of-Goods
https://www.taxmanagementindia.com/visitor/detail_notification.asp?ID=120276&kw=CGST-exempt-goods-notified-under-section-11-1
https://www.taxmanagementindia.com/visitor/details_tariff_duty_ITC_HSN.asp?Tariff_Index_ID=286&kw=Customs-Railway-or-tramway-locomotives-rolling-stock-and-parts-thereof-railway-or-tramway-track-fixtures-and-fittings-and-parts-thereof-mechanical-including-electro-mechanical-traffic-signaling
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Circular No. 29/3/2018-GST dated 25.01.2018 

F.No.354/1/2018-TRU) 

Subject: Clarification regarding applicability of GST on Polybutylene feedstock and Liquefied Petroleum Gas 
retained for the manufacture of Poly Iso Butylene and Propylene or Di-butyl para Cresol – Regarding. 

References have been received related to the applicability of GST on the Polybutylene feedstock and Liquefied 
Petroleum Gas retained for the manufacture of Poly Iso Butylene and Propylene or Di-butyl para Cresol. 

2. In this context, manufacturers of Propylene or Di-butyl para Cresol and Poly Iso Butylene have stated that the 
principal raw materials for manufacture of such goods are Liquefied Petroleum Gas and Poly butylene feed stock 
respectively, which are supplied by oil refineries to them on a continuous basis through dedicated pipelines while a 
portion of the raw material is retained by these manufacturers, the remaining quantity is returned to the oil refineries. 
In this regard an issue has arisen as to whether in this transaction GST would be leviable on the whole quantity of the 
principal raw materials supplied by the oil refinery or on the net quantity retained by the manufacturers of Propylene 
or Di-butyl para Cresol and Poly Iso Butylene. 

3. The GST Council in its 25th meeting held on 18.1.2018 discussed this issue and recommended for issuance of a 
clarification stating that in such transactions, GST will be payable by the refinery on the value of net quantity of 
polybutylene feedstock and liquefied petroleum gas retained for the manufacture of Poly Iso Butylene and Propylene 
or Di-butyl Para Cresol. 

4. Accordingly, it is hereby clarified that, in the aforesaid cases, GST will be payable by the refinery only on the net 
quantity of Polybutylene feedstock and Liquefied Petroleum Gas retained by the manufacturer for the manufacture of 
Poly Iso Butylene and Propylene or Di-butyl para Cresol . Though, the refinery would be liable to pay GST on such 
returned quantity of Polybutylene feedstock and Liquefied Petroleum Gas, when the same is supplied by it to any 
other person. 

5. This clarification is issued in the context of the Goods and Service Tax (GST) law only and past issues, if any, will 
be dealt in accordance with the law prevailing at the material time. 

----------------- 

Gist of Notifications issued in the fortnight  

Tax  Notification Number / Date Relating to  
 

CGST 01/2018-Central Tax dated  01-
01-2018 

Central Tax seeks to further amend notification No. 8/2017 - 
Central Tax so as to prescribe effective rate of tax under 
composition scheme for manufacturers and other suppliers. 

CGST 02/2018-Central Tax dated  20-
01-2018 

Seeks  to  extend  the  last  date  for  filing  FORM  GSTR-3B for 
December, 2017 till 22.01.2018. 

CGST 03/2018-Central Tax dated  23-
01-2018 

First Amendment 2018, to CGST Rules 

CGST 04/2018-Central Tax dated  23-
01-2018 

Reduction of late fee in case of delayed filing of FORM GSTR-1 
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CGST 05/2018-Central Tax dated  23-
01-2018 

Reduction of late fee in case of delayed filing of FORM GSTR-5 

CGST 06/2018-Central Tax dated  23-
01-2018 

Reduction of late fee in case of delayed filing of FORM GSTR-5A 

CGST 07/2018-Central Tax dated  23-
01-2018 

Reduction of late fee in case of delayed filing of FORM GSTR-6 

CGST 08/2018-Central Tax dated  23-
01-2018 

Extension of date for filing the return in FORM GSTR-6 

CGST 09/2018-Central Tax dated  23-
01-2018 

Amendment of notification No. 4/2017-Central Tax dated 
19.06.2017 for notifying e-way bill website 

CGST 10/2018-Central Tax dated  23-
01-2018 

Amending notification No. 39/2017-Central Tax dated 13.10.2017 
for cross-empowerment of State tax officers for processing and 
grant of refund 

CGST 
(Rate) 

01/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to amend notification No. 11/2017- Central Tax (Rate) so as 
to notify CGST rates of various services as recommended by Goods 
and Services Tax Council in its 25th meeting held on 18.01.2018. 

CGST 
(Rate) 

02/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to amend notification No. 12/2017- Central Tax (Rate) so as 
to exempt certain services as recommended by Goods and Services 
Tax Council in its 25th meeting held on 18.01.2018. 

CGST 
(Rate) 

03/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to amend notification No. 13/2017- Central Tax (Rate) so as 
to specify services supplied by the Central Government, State 
Government, Union territory or local authority by way of renting of 
immovable property to a registered person under CGST Act, 2017 
to be taxed under Reverse Charge Mechanism (RCM). 

CGST 
(Rate) 

04/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to provide special procedure with respect to payment of tax 
by registered person supplying service by way of construction 
against transfer of development right and vice versa. 

CGST 
(Rate) 

05/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to exempt Central Government’s share of Profit Petroleum 
from Central tax 

CGST 
(Rate) 

06/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.1/2017-CGST (Rate). 

CGST 
(Rate) 

07/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.2/2017-CGST (Rate). 

CGST 
(Rate) 

08/2018-Central Tax (Rate) 
dated  25-01-2018 

seeks to amend Notification No.1/2017-CGST (Rate) 

CGST 
(Rate) 

09/2018-Central Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.45/2017-Central (Rate) 

IGST 01/2018-Integrated Tax dated 
23-01-2018 

Amendment of notification No. 11/2017-Integrated Tax dated 
13.10.2017 for cross-empowerment of State tax officers for 
processing and grant of refund 

IGST 
(Rate)  

01/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend notification No. 8/2017- Integrated Tax (Rate) so as 
to notify IGST rates of various services as recommended by Goods 
and Services Tax Council in its 25th meeting held on 18.01.2018. 

IGST 
(Rate) 

02/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend notification No. 9/2017- Integrated Tax (Rate) so as 
to exempt certain services as recommended by Goods and Services 
Tax Council in its 25th meeting held on 18.01.2018. 

IGST 
(Rate) 

03/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend notification No. 10/2017- Central Tax (Rate) so as 
to specify services supplied by the Central Government, State 
Government, Union territory or local authority by way of renting of 
immovable property to a registered person under CGST Act, 2017 
to be taxed under Reverse Charge Mechanism (RCM). 

IGST 
(Rate) 

04/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to provide special procedure with respect to payment of tax 
by registered person supplying service by way of construction 
against transfer of development right and vice versa. 
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IGST 
(Rate) 

05/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to exempt Central Government’s share of Profit Petroleum 
from Integrated tax 

IGST 
(Rate) 

06/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to exempt royalty and license fee from Integrated tax to the 
extent it is paid on the consideration attributable to royalty and 
license fee included in transaction value under Rule 10(1)(c) of 
Customs Valuation (Determination of value of imported Goods) 
Rules, 2007 

IGST 
(Rate) 

07/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.1/2017-IGST (Rate). 

IGST 
(Rate) 

08/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.2/2017-IGST (Rate) 

IGST 
(Rate) 

09/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.1/2017-IGST (Rate) 

IGST 
(Rate) 

10/2018-Integrated Tax (Rate) 
dated  25-01-2018 

Seeks to amend Notification No.47/2017-IGST (Rate) 

UTGST 01/2018-Union Territory Tax 
dated 01-01-2018 

Union Territory Tax seeks to further amend notification No. 2/2017 
- Union Territory Tax so as to prescribe effective rate of tax under 
composition scheme for manufacturers and other suppliers. 

UTGST 
(Rate) 

01/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend notification No. 11/2017- Union Territory Tax 
(Rate)  so  as  to  notify  UTGST  rates  of  various  services  as  
recommended by Goods and Services Tax Council in its 25th 
meeting held on 18.01.2018. 

UTGST 
(Rate) 

02/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend notification No. 12/2017- Union Territory Tax 
(Rate) so as to exempt certain services as recommended by Goods 
and Services Tax Council in its 25th meeting held on 18.01.2018 

UTGST 
(Rate) 

03/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend notification No. 13/2017- Central Tax (Rate) so as 
to specify services supplied by the Central Government, State 
Government, Union territory or local authority by way of renting of 
immovable property to a registered person under CGST Act, 2017 
to be taxed under Reverse Charge Mechanism (RCM). 

UTGST 
(Rate) 

04/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to provide special procedure with respect to payment of tax 
by registered person supplying service by way of construction 
against transfer of development right and vice versa. 

UTGST 
(Rate) 

05/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to exempt Central Government’s share of Profit Petroleum 
from Union Territory Tax 

UTGST 
(Rate) 

06/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend Notification No.1/2017-UTGST (Rate). 

UTGST 
(Rate) 

07/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend Notification No.2/2017-UTGST (Rate). 

UTGST 
(Rate) 

08/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend Notification No.1/2017-UTGST(Rate). 

UTGST 
(Rate) 

09/2018-Union Territory 
tax(rate), dated  25-01-2018 

Seeks to amend Notification No.45/2017-UTGST (Rate). 

 
 

For  text  of  Notifications  /  Circulars  /  Press  Releases,  please  visit  
www.gstcounsellor.com 

http://www.gstcounsellor.com/
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AUDIT PROVISIONS UNDER GST 
 
Meaning of audit  
According to section 2(13) of the GST Act, 2017, ‘audit’ means detailed examination of records, 
returns and other documents maintained or furnished by the taxable person under this Act or 
Rules made thereunder or under any other law for the time being in force to verify, inter alia, 
the correctness of turnover declared, taxes paid, refund claimed and input tax credit availed, 
and to assess his compliance with the provisions of this Act or rules made there under. 
 
Accordingly, ‘audit’ implies –  
(a) detailed examination of records, returns and other documents - 

(i) maintained/furnished by a taxable person, 
(ii) under GST law/any other law or rules;  

(b) Verification of correctness of - 
(i) turnover declared;  
(ii) taxes paid. 
(iii) refund claimed, and 
(iv) input tax credit availed; 
(v) Assessment of compliances with provisions of GST law and rules. 

 
The relevance of audit is much more where self assessment is resorted to. Every information 
disclosed in a record or any return or document has to be assessed, cross verified and tested in 
terms of the internal and external evidence available. Internal evidence includes such 
documents or records as are maintained by the person being audited while, external evidence 
means such documents or records regarding the person being audited as are generated by 
other persons with whom he has business dealings. Audit involves examining the evidence, 
ascertaining its reliability and establishing the relevance or applicability of such evidence to the 
affairs of the person being audited and testing or verifying the information disclosed in the 
records,  accounts  or  returns  of  the  person.  Thus,  audit  is  an  activity  that  calls  for  the  
application of specialized skills. 
 
Action for non-compliance with law 
According to section 61(3) of the GST Act, 2017 where – 
● no explanation is furnished, or  
● explanation furnished is not found satisfactory, or  
● taxable person fails to take corrective action/measures after accepting the discrepancies,  
proper officer may initiate appropriate action against such taxable person which may include –  
● audit by tax authorities under section 65 
● special audit under section 66 

GOODS AND SERVICES TAX UNDERSTANDING 
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● inspection, search or seizure under section 67 
● proceed to determine tax and other dues under section 79 providing for recovery of dues. 
 
Audit by tax authorities 
According  to  section  65  of  the  GST  Act,  2017  in  relation  to  audit  in  GST  regime,  following  
points are worth noting –  
(i)  who  can  authorize/conduct  audit  –  commissioner  of  GST  or  commissioner  of  SGST  or  

officer authorized by him by an order (general or specific);  
(ii) audit of what – business transactions of any taxable person; 
(iii) audit when - after at least 15 days advance notice; 
(iv) how audit will be done – to be carried out in a transparent manner. Period to be covered, 

frequency and manner to be prescribed;  
(v) where audit may be conducted - at place of business of registered person or their office 

(revenue department);  
(vi)  audit  period  to  be  completed  -  within  three  months  of  date  of  commencement  of  audit  

(may be extended by further period of six months);  
(vii) what is expected from auditee taxable person – auditee is required: 

(a) to afford officer auditing, the necessary facility to verify books of accounts/other 
documents as he may require at such place,  

(b) to furnish information which he may require, 
(c) to render assistance for timely completion of audit; 

(viii) what auditing officer should do on completion of audit – to inform the taxable person 
about –  
(a) audit findings without delay,  
(b) taxable person’s rights and obligations, 
(c) reasons for audit findings. 

 
Issue of order of audit  
As per section 65(1), an Order directing audit of a taxable person – 

(a) shall be issued by Commissioner of GST or SGST;  
(b) shall be in writing;  
(c) may authorize any officer to undertake audit; 
(d) may be general order or specific order;  
(e) shall specify period of audit; 
(f) shall specify frequency of audit;  
(g) shall prescribe manner of undertaking audit. 

 
Surprise element in audit 
As per section 65(3), it has been stipulated that for the audit, taxable person shall be informed, 
by way of a notice, sufficiently in advance, not less than fifteen working days, prior to the 
conduct of audit in the manner prescribed. 
 
Information regarding audit 
As per sub rule (2) of rule 101 of the GST Rules, 2017 where it is decided to undertake the 
audit of a registered person in accordance with the provisions of section 65, the proper officer 
shall issue a notice in FORM GST ADT-01inaccordance with the provisions of sub-section (3) of 
the said section. 
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Audit - mandatory or discretionary 
Audit under section 65 of the GST Act, 2017 is a discretionary audit and shall be carried out 
only in cases where such audit of business transaction as is deemed proper, in the given set of 
facts and circumstances. 
 
The audits carried out or ordered under any order provision, i.e. section 35(5) or 66 of the GST 
Act, 2017 are mutually exclusive and these audits can be carried out on the auditee (registered 
taxable person) simultaneously. Further, each such audit has different objective. However, 
unlike section 66(3) dealing with special audit which contains a non-obstante clause, 
section 65 does not have any such over-riding provision. 
 
Time for completion of audit 
Audit  has  to  be  completed  within  a  stipulated  period  of  three  months  (subject  to  extension)  
from the date of commencement.  ‘Commencement of audit’ shall imply that date on which the 
records  and  other  documents,  called  for  by  the  tax  authorities,  are  made  available  by  the  
taxable person or date of actual institution of audit at the place of business, whichever is later. 
The  period  of  three  months  can  be  extended  by  six  months  for  reasons  to  be  recorded  in  
writing. 
 
Example: 

Date on which documents requested  1 December, 2017 

Date of which documents/records made available  20 December, 2017 

Date of actual institution of audit at auditee’s place  5 January, 2018 

The date of commencement of audit will be taken as  5 January, 2018 

Date by which audit should be completed in normal course  4 April, 2018 

Last date by which audit should be completed (including 
extended period)  

4 October, 2018 

 
Outcome of audit under section 65 
On completion of audit under section 65, proper officer is required to do the following without 
delay –  

(a) inform the audit findings to the taxable person whose records have been audited  
(b) Inform the taxable person of his rights and obligations  
(c) Inform the taxable person the reasons for the audit findings  
(d) Initiate action under section 73, ie determination of tax not paid or short paid or 

erroneously refunded, if the audit results in detection of (i) tax not paid or short 
paid, or (ii) tax erroneously refunded, or (iii) input tax credit erroneously availed. 

 
Time limit for disclosing the audit findings to auditee 
As  per  section  65(6)  of  the  GST  Act,  2017,  on  conclusion  of  audit,  the  proper  officer  shall,  
within thirty days, inform the registered person, whose records are audited, about the findings, 
his rights and obligations and the reasons for such findings. 
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Action on Audit 
Section 65 of the GST Act, 2017 only provides for audit of business transactions of a taxable 
person. Only when the audit results in detection of tax evasion or wrong input credit availed, 
proper officer may initiate action under section 73 of the GST Act, 2017.  
 
Section 73 provides for determination of tax in the following situations–  
a) Determination of tax not paid or short paid or erroneously refunded or input tax credit 

wrongly availed or utilized for any reason other than fraud or any willful  misstatement or 
suppression of facts. 

b) Determination of tax not paid or short paid or erroneously refunded or input tax credit 
wrongly availed or utilized by reason of fraud or any willful-misstatement or suppression of 
facts. 

 
It may be noted that in Central Excise and Service Tax, Excise Audit and Service Tax audit was 
carried out by way of verification and scrutiny by audit Commissionerate, though there was no 
specific  provision  for  audit  by  departmental  officers.  Rule  5A  of  Service  Tax  Rules,  1994  
provides that commissioner or audit team of Comptroller and Auditor General of India can visit 
the assessee’s premises for audit purposes. 
 
 
 

 
 

 
 

 

 

PROGRAMME       :     Workshop on GST Law 

DATE                  :     07.02.2018 

TIME                    :     2:00 P.M. To 6:00 P.M. 

TOPICS      :      Export of Goods & Services, Supplies to SEZ, Refunds 

VENUE                 :     GSTPAM, Mazgaon Library, 1st Floor, 104, Vikrikar Bhavan, Mazgaon, Mumbai 

ORGANISED BY   :     The Institute of Chartered Accountants of India (WIRC) 
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                                     GST HUMOUR!!                         

GST Comes to Rescue 

All entire service recipients are happy!! 

But why  

Like earlier years, no tension of tax changes for GST in Budget. What a relief. 

(Forgetting all other days of GST pain). 

 

 

 

· GST is unlikely to steal the show – Sachin Agarwal, Business Line, dated 25.01.2018. 
· Our  knowledge  economy,  Mr.  FM  –  Sivaramakrishnan  V,  Economic  Times,  dated  

25.01.2018. 
· GST practitioners – A new breed of professionals – Dr. Sanjiv Agarwal,  ELT, Vol.  359: 

Issue 1, dated 01.01.2018.  
· Will Budget make changes in GST laws - Dr. Sanjiv Agarwal, 

www.taxmanagementindia.com, dated 15.01.2018. 
· Courts on GST (Part-V) – Dr. Sanjiv Agarwal, Business Advisor, dated 25.01.2018. 
· Recent  major  changes  in  levy  of  tax  cess  under  GST  regime  –  Dr.  Sanjiv  Agarwal,  

www.taxguru.co.in, dated 25.01.2018. 
 

GST LITERATURE 
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QUOTE OF THE FORTNIGHT!! 

Every failure is a step to success!!  

-William Wheewell 

 

 

GST CAPSULE!! 

"While making the proposals in this year’s Budget, we have been guided by 
our mission to especially strengthen agriculture, rural development, health, 
education, employment, MSME and infrastructure sectors of Indian economy. 
I am sure the New India which we aspire to create now will emerge. Swami 
Vivekanand had also envisioned decades ago in his Memoirs of European 
Travel, ‘‘You merge yourselves in the void and disappear, and let new India 
arise in your place. Let her arise – out of the peasants’ cottage, grasping the 
plough; out of the huts of the fisherman. Let her spring from the grocer’s 
shop, from beside the oven of the fritterseller. Let her emanate from the 
factory, from marts, and from markets. Let her emerge from groves and 
forests, from hills and mountains’’. 

- Finance Minister in BUDGET SPEECH  
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OUR NEW BOOK ON GST 

(October, 2017) 

 

Title              : A Complete Guide to Goods and Services Tax (Ready Reckoner in Q 
& A Format)  

 
Authors :  : Dr. Sanjiv Agarwal and CA Sanjeev Malhotra  
 
Publishers  : Bloomsbury, India  
 
Edition  : 2nd edition; October, 2017 
 
Price : Rs. 1695/- 
 
Pages  : 1005 
 
No. of FAQs : > 1860 (+ CD of GST law / Rules) 
 

 

ANNOUNCEMENTS 
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The  Book  "Goods  and  Services  Tax  –  Ready  Reckoner  in  Q  &  A  Format"  is  book  

containing over 1850 Frequently Asked Questions (FAQs) on Goods and Services Tax 

(GST) as introduced in India w.e.f. 1.7.2017 which explains entire concept of GST with 

3600 approach to the new taxation regime including those on practical situations and 

issues. 

 

The concept of new tax, levy, charge, valuation, supply, Central GST (CGST), State 

GST (SGST), Integrated GST (IGST) and Union Territory GST (UTGST), Input Tax 

Credit, Invoices,  Returns, Refunds etc and other procedural aspects have been 

explained in easy to understand FAQ's backed by the author's professional knowledge 

and practical experience. These FAQ's are spread over 60 Chapters covering the entire 

gamut of GST laws, viz, Constitutional amendments, CGST Act, SGST Act, UTGST Act, 

IGST Act and Compensation Cess legislations. There are specific Chapters devoted to 

supply - scope, valuation, place of supply and anti-profiteering law, compliance rating, 

GSTN and appellate procedures etc. 

 

Key Features 

· Entire GST law explained by way of questions – answers  

· Almost all possible queries on GST addressed 

· Answers with illustrations, flow charts and practical view point spread in 60 

Chapters. 

· Discussion on GST models, taxes subsumed / not subsumed, new concepts, 

GSTN, composition levy, anti profiteering, compliance rating etc. 

· Covers law and rules on CSGST / SGST / UTGST / IGST / Compensation Cess 

· Includes special Chapter on Constitutional (101st Amendment) Act, 2016 

· Unique combination of law, procedures, compliance requirements and 

illustrations. 

· Questions based on GST law, rules and guidelines (i.e. registration, payment, 

returns, refunds, invoices, advance ruling, appeal etc) updated till October, 

2017. 

· A useful guide on GST for taxpayers, tax executives, professionals (CA's, CS's, 

CWAs, Advocates etc), Revenue Officers and professional / law courses.  
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UNCEMENTS 
FOR EXCLUSIVE AND IN HOUSE 

SEMINAR / WORK SHOP 
ON 

GOODS AND SERVICE TAX (GST) 
CONDUCTED BY 

DR. SANJIV AGARWAL (FCA, FCS) 
PLEASE CONTACT AT: 

asandco@gmail.com                                                                       ascogst@gmail.com 

v IF YOU WISH TO SUBSCRIBE TO THIS NEWSLETTER, SEND A 
REQUEST TO ascogst@gmail.com  

 

mailto:asandco@gmail.com
mailto:ascogst@gmail.com
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