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FROM THE EDITOR
CA PARAS MEHRA

The current government in India is looking very prospective
and promising so far as the Indian Inc is concerned. There
were many great moves from the government, however the
one for which we are more focused about was the
introduction of the Goods and Services Tax (GST). This
reform is considered as one of the biggest reform in the
taxation history since independence.
GST shall certainly have a far reaching impact on every
individual of the country. Since, there is no doubt that GST
will have its impact on every individual, it is certainly
important to spread and aware every citizen, corporate,
student, professional about this new law. Under, hubco.in we
were writing various articles to make people aware about this
law and due to great response on our articles by the
community, we have decided to start this monthly magazine
namely, GST.HUBCO, to continue our endeavour towards
the community. We urge to the maximum no. of people to
subscribe to this magazine as we are very serious in terms of
decoding the GST law. We hope this issue will help you in
your objectives.
Happy Reading!
Sd/CA Paras Mehra, Senior Editor
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“It is not the
strongest of the
species that
survive nor the
most intelligent
one, but the one
which is most
responsive to
change”
- Charles Darvin
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AND
INSIGHTS
CA PARAS MEHRA

Crisp of Important bulletin during the month
1.0 GSTN releases archetype of returns
and payment Modules

4.0 Constitutional Compulsion to roll out
GST from Sept 2017: FM

The GSTN has released the archetype of
returns and payment modules explaining the
user interface which shall be given access to
every taxpayer registered under the act.

Finance Minister Arun Jaitley said that
the GST has to be rolled out before
September 16 next year as the existing
indirect taxes will come to an end by then
and it would not be possible to run the
country without revenue collection. He
further said Constitution does not permit
delay in GST implementation. So, if as on
September 16, 2017, there is no GST, then
there is no taxation in the country.

Download the PDF Edition: Click here
2.0 States won’t go back on auto tax sops
post-GST
The Society of Indian Automobile
Manufacturers has been assured by three
state governments that the benefits granted
by State Government shall not be impacted.
Read the Full news: Click here
3.0 Mobile and email IDs compulsory for
GST portal: Rahaman, CCE
Sk. Rahaman, Commissioner for Central
Excise and Service Tax, has said that all the
tax payers registered under Central Excise
and Sales Tax should update and provide
their mobile phone numbers and email IDs
for the migration of their registration to the
Goods and Services Tax portal, which is
going to be made compulsory.

Read the Full News: Click here

5.0 34 Companies shortlisted to be the
GST Suvidha Providers (GSP)
Out of more than 200 applications received,
the GSTN has shortlisted 34 companies
including TCS, Deloite etc to be the GST
Suvidha Providers.
The third party applications will connect
with GST system via secure GST System
APIs. All such applications are expected to
be developed by third party service providers
who have been given a generic name, GST
Suvidha Provider or GSP.

Read the Full News: Click here
Download the list of GSP: Click here
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6.0 Central government
opposition over GST

faces

fresh

The two back to back reforms in the
economic front have given a birth to a fresh
issue to oppose the GST. Most states said
that demonitization has stressed their
revenue and an early implementation of GST
would further squeeze it.
Read the full news: Click here
7.0 Demonitization, GST roll out will help
Indian economy in the long run: S&P
S&P Global Ratings credit analyst said that
Indian government reforms will have longterm structural benefits but carry short-term
execution and adjustment risks. He further
states that in the long run, demonetization
and GST could result in a wider tax base and
greater participation in the formal economy.
This should benefit India’s business climate
and financial system in the long run.
Read the Full news: Click here
8.0 Only Centre can control trader under
IGST: Law Ministry
The Law ministry has said only the
central government can control traders
under the Integrated Goods and Services
Tax (IGST) law and State Governments
should not be empowered to levy and
collect IGST on interstate sales and
purchases. The opinion is bound to upset
many states on the eve of another round of
meetings of the GST Council.
Read the Full News: Click here
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9.0 Jammu and
implement GST

Kashmir

ready

to

Jammu and Kashmir Government agreed to
implement Goods and Services Tax (GST) in
the State and set up high level Committee to
draft the legislation, which would be tabled
before the Government, and after clearance,
in the Legislature. However, it kept the
option open of protecting the special
Constitution position of the State and tax
powers being enjoyed by it while drafting
the legislation.
Read the full news: Click here
10.0 GST enrolment procedure for service
tax assessee to start from 1st January,
2017
After the VAT and excise traders, now the
turn is for service tax assessee to enroll for
GST from 1st January, 2017. The last date of
enrolment is 31st January, 2017.
The provisional ID and password maybe on
Aces login or on email or mobile number
registered with the department.
11.0 Modi government allays fears of
'inspector raj' under GST
The Central Government fears that an "antiprofiteering" clause in the draft goods and
services tax (GST) law may spell the return
of inspector raj. It further states that the
clause is an enabling provision in case it is
noticed that intended benefits of a GST law
are not being passed on to consumers.
Read the Full News: Click here
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Article
Hence, avoid these seven mistakes under
composition scheme to be at a safer side.
#Mistake 1 – Making any interstate Sale:
Suppose, you are having a turnover of 40
lakh and paying taxes @ 1% i.e. 40,000/-.
You make interstate sale of 1,000/- from a
registered supplier. Now, one cannot realize
how much this Rs.1000 sale will cost him.
As per law, composition benefit will cease
and the person will be liable for the standard
tax rate, e.g. 20%. Now, the tax required to
be paid shall be:
Tax at standard rate: 8 Lakh

7 Mistakes to avoid
under Composition
Scheme
BY CA PARAS MEHRA

Plus penalty as per section 66 or 67
In total, it will be around 10-15 Lakh, which
will further increase by late fees on non-filing
of returns. So, be very proactive and take
every precaution. Otherwise, it will be tough
for a small business as well.

Introduction
The composition scheme under GST regime
shall extend an important benefit for all small
traders/MSME. It is very obvious for a small
trader to apply for this scheme in order to
safeguard himself against hefty compliances
and stringent penalties. No small trader wants
to wants to indulge him into lots of
compliances/applicable laws etc. Hence, in
order to get the peace of mind, he applies for
the composition scheme.
However, the provisions of composition
scheme are also very technical and even a
small mistake can end you up in big trouble.
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#Mistake 2 - Not Seeking Permission: If
you want to avail the benefit of composition
scheme, i.e. lower tax rate and lesser
compliance, then you should first apply for it.
Also, once applied, you cannot change the
process during the year. You can only choose
to avail or not to avail the benefit at the
beginning of the year and after that to
continue throughout the years.

“The provisions of Composition
scheme is governed by Section 9 of
GST Model Law”

Exemption
limit under
GST
- FOR REST
OF INDIA
Aggregate
supply
should not
exceed

20
Lakh.
- FOR
NORTHEAS
T STATE
Aggregate
supply
should not
exceed

10
Lakh.
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#Mistake 3 – Not for service based industry:
If you are service provider and wants to avail
the benefit of composition scheme, then we
have a bad news for you as any person who is
engaged in the supply of services are not
eligible to claim the benefit of composition
scheme.

#Mistake 4 – Be careful Freebies: The limit
for composition scheme is 50 Lakh. Anything
over and above 50 Lakh is taxed at the standard
rate. Now, let us understand this by way of
example:
Suppose the total supply made during the year
is 48 Lakh
And you also provide some goods and services
for free to your family worth Rupees 4 Lakh.
So, as per your calculation, you sales figure
will be Rs.48 Lakh. But as per government and
law, it will be INR 52 Lakh.. Hence the
following consequences will follow:
-

-

You will cease to cover under
composition scheme.
You will be liable to pay taxes at
standard rate with interest and
penalty.
You will be in default for non-filing
the returns and levied with a
maximum penalty of INR 5,000 per
return.

Hence, your little ignorance can prove to be
detrimental to your business.
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#Mistake 5 – The Reverse Charge
Mechanism: Under GST, there is a concept
of reverse charge, i.e. opposite to regular
charge. The basic rule under GST is that
person who is a supplier of goods and
services will be liable to pay to the
government.
Totally opposite to the basic rule,
government notifies some cases where the
recipient of goods or services will be liable to
pay taxes.
Hence, even the person covered under
composition will be liable to pay taxes at the
standard rate and not at a discounted
composite rate of 1%. Further, this will only
add to their cost, as they cannot claim it as
input tax credit.

#Mistake 6 – Not filing returns on time:
Earlier, many startups or businesses either
don’t file their returns on time or not file at
all. However, the government was also least
bothered about it. But, now there will be a
complete transformation. One will have to
file a return on time to avoid the late fees and
fines.
There is a late fees penalty of INR 100 per
day subject to a maximum of INR 5,000/-per
return.

#Mistake 7 – Claiming Input Tax Credit:
The primary condition of availing the benefit
of composition scheme is that no input credit

Message
from the
author
“All the
provisions
under GST
are very
important
and
technical
and hence
a proper
advice
must be
taken
before
relying on
any
provision
by
yourself”
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will be available. However, still, this is a
lesser known fact and hence, tends to create a
problem for the business later on.
The bottom line: This is not an end
Things are changing very fast, and anyone
who is not responsive to change will suffer.
GST will bring complete transformation and
hence, one should get prepared for it. In this
current article, we have only discussed one
section, just thing about the whole new GST
law, very different and complex. So, don’t
wait till the GST to implement fully, rather
start your work and go and win the world.
(This article was also published in
www.huffintonpost.in by hubco.in. However,
that article was based on previous Model
law)

Quarterly Return by person covered under
Composition Scheme
- A registered taxable person paying tax under the
provisions of Section 9 [Composition Scheme] shall
for each quarter or part thereof;
- Within eighteen days after the end of such quarter.
- The return shall be filed in FORM GSTR – 4.
Revised Return: The Return may be revised before
the due date for furnishing the return for the month
of September or second quarter, following the end of
the financial year or the actual date of furnishing the
return whichever is earlier.
Annual Return: Every registered taxable person
shall furnish an annual return for every financial
year on or before the thirty first day of December
following the end of such financial year.

CATEGORIES OF PERSON WHO CANNOT
APPLY FOR COMPOSITION SCHEME
Any person who is engaged in the supply of
services.

Any person who makes any supply of goods
which are not leviable to tax under this Act.

Permission for Composition
scheme shall NOT be granted to

Any person who makes any supply of goods
which are not leviable to tax under this Act.

Any who is a manufacturer of such goods on
the recommendation of the Council.

Any who is a manufacturer of such goods on
the recommendation of the Council.
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Article in brief

This article explains all the related aspects with enrolment procedure for
service tax assessee. One must make sure that he gets himself enrolled
under GST properly otherwise, the automatic registration under GST
may get hampered. Read the article and in case any query persists, you
may contact the team hubco at www.hubco.in.
Introduction
GST enrollment procedure is on full swing and
as many taxpayers registered under VAT has
already migrated into GST. From 1st January,
2017, the GST enrollment for service tax
assessee shall start and which needs to be
completed within a month till 31st January,
2017. There are more than 1 million assessee
registered under service tax law and hence, all
these taxpayers need to enroll themselves
within a month time.
The basic
everything
service tax
important
procedure.

aim of this article is to explain
about the GST enrollment for
assessee. Let us discuss each of the
aspect about the enrollment

1. Start and End Date: The GST
enrollment/registration procedure for existing
service tax assessee shall start from 9th
January, 2017 and shall end after a 22 days on
31st January, 2017.
What happens if someone misses the
deadline?

Start Date: 9th January, 2017
End Date: 31st January, 2017
Total Time: 22 Days
Extension: No clarification

2. Enrolment mandatory or optional?: The
registration/enrollment is mandatory in nature
for all existing taxpayers. One should
understand that it is only a migration process
from one tax to another and it is not open for
new registration.
The enrollment is mandatory even if your
turnover is less than 20 lakh.
Hence, if you are planning to start your
business and you need registration, then you
need to apply under existing laws like
VAT/service tax as per your nature of
business.

The GST enrollment may happen after the last
date of 31st January 2017 subject to
clarification/notification. However, one should 3. Where to enroll? The complete
enroll under it as soon as possible.
procedure: The GST enrollment shall be done
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on https://www.gst.gov.in/. Further, you may Further the following documents shall also be
also refer the complete procedure from the required:
following article.
a) Proof of Constitution of Business: In case
HOW TO ENROLL UNDER GST?
of partnership, partnership deed. In any other
case, the registration certificate is required.
4. How to get provisional ID and password
for GST enrolment: For every service tax
File size format: PDF or JPEG
assessee, there is a separate log in password of
Max Size: 1MB
the website through which one manages their
records by log in into aces.gov.in. Once you
b) Photograph of promoters/partners/Karta of
log in into your account, then just do some
HUF
research and you will be able to get your
provisional ID and password for the GST
File size format: JPEG
enrollment. In some of the cases, the
Max Size: 100KB
provisional ID and password may also be sent
to your registered email or mobile number.
c) Proof of Appointment of Authorised
You may have to ask your professional for the
Signatory
same.
There may be a case where you need not able File size format: PDF or JPEG
to get your provisional ID and password. The Max Size: 1MB
reason may be not filing the return of service
d) Photograph of Authorised Signatory
tax (ST-3) which is due on half yearly basis.
However, in case you have filed the service tax
return and you still not able to get the
provisional ID and password, then you might
have to visit the concerned department to get
the issue resolved.

File size format: JPEG
Max Size: 100KB

e) Opening page of Bank Passbook/
Statement containing Bank Account Number
5. Documents/information required for GST of < Account Number>, Address of Branch,
enrolment: Provisional ID received from Address of Account holder and few transaction
details.
state/Central Authorities
 Password received from the state/Central File size format: PDF or JPEG
Max Size: 1MB
Authorities
 Valid Email Address
 Valid Mobile Number
6. Signing the application with digital
 Bank Account Number
signature: To complete the process, one must
 Bank IFSC
authentic it with digital signatures.
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What is digital signature?
Digital signature is nothing
but similar to software
through which one can sign
electronically i.e. on
computer. Digital
signatures are very popular
now days.

The benefits of DSC are as follows;
- DSC can be used to sign the Income
tax return.
- DSC can be used during company
registration process.
- DSC can be used to sign the invoices
electronically
- DSC is used to file tender online
There are many other uses as well.
7. ARN Number: Once you submit the
application and sign the same with digital
signature then the ARN number will be
generated. After that you may check the
status, it will be changed to migrated.

14 II GST.HUBCO MAGAZINE II JANUARY 2017

HUBCO.IN

Prologue

“The hardest thing to learn is the income tax” said by the great scientist
Albert Einstein. There will be no surprise if this quote may be extended
to GST as well. This article explains the technicality involved along
with some drafting error even after second amendment.

Introduction
Since now the demonitization is finally settled
down, the next hot issue shall be the
implementation of GST until and unless the
BJP government comes out with something
new.

Further, there is no doubt, that once GST is
implemented there will be uniform law all
across the nation. But what will happen after 2
years? Or will the law remain uniform across
India? This is a perhaps a big question and
unfortunately the answer is No. Let us
As said, the implementation of GST shall be
understand this by an analysis.
the first priority of the government because if it
is not implemented by September, 2017, then As per section 8(3), the Central or a State
our current taxation system shall lapse and Government may, on the recommendation of
there shall be no indirect taxation in India.
the Council may specify categories of supply
of goods and/or services the tax on which is
However, it is very much expected that the
payable on reverse charge basis.
government will be able to implement GST by
July, 2017. Therefore, once GST is
implemented, it shall impact every citizen of
However, if GST council has recommended for
our country.
any category to be under reverse charge, then
As said, in order to decode this law and provide states are not bound by that decision. There
some valuable analysis, we have analyzed 10 may a situation where some states may adopt
critical points on GST model law. Let us the recommendation while some may not. In
that case the uniformity of law across the
proceed on to discussion.
nation shall stand defeated.
#Point 1 – One Nation One tax?
From the time, the discussion on GST has been
speed up, we are reading various headlines
which projected GST as ‘One nation One tax.’
However, if someone could go through the
GST model law, then he may question this
nation friendly slogan.
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#Point 2 – Person not liable for registration
if engaged exclusively in the business of
supplying goods and/or services that are not
liable to tax or are wholly exempt from tax
under this Act [Clause 2 of schedule V of
GST Model Law]
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The next critical point is from the clause 2 of
schedule V which states that the person shall
not be liable to register under GST if he is
engaged exclusively in the business of
supplying goods and/or services that are not
liable to tax or are wholly exempt from tax
under this Act.

Before, we could directly hit point here; we
should first discuss the background. As per
clause 2 of schedule V of GST model law, an
agriculturist is not liable to register under act.
However, the following answers are still left
unanswered.


Let us analyze the above lines with the help of
an example.
Mr. A was exclusively dealing in product X
which is 100% exempt from the GST. He is
supplying goods all across India. One fine day,
he got a bulk order to supply the product X
interstate along with some spare parts i.e.
product Y which is not exempt under GST.
Now, after this transaction following impact
shall be there;



What will happen if the agriculturist is
also dealing in non taxable goods under
GST?
What will happen if he is not engaged
exclusively in agriculture?

As said, the GST law is needs more
clarification on the issues.

Now, we shall proceed on to discuss another
concept. The concept under this point is related
to the definition of the agriculture upon which
the concept of agriculturist depends. The
a) Mr. A shall not remain an exclusive supplier definition of agriculture is an inclusive
under GST hence provision of clause (2) of definition, i.e. it starts as “Agriculture
schedule V shall not apply.
includes….” Hence, the scope of this definition
is very large and which may be subject to
b) Once, he comes out of clause (2), he shall be
litigation under GST regime.
liable to register under GST in terms of clause
(6) of schedule V and the basic exemption limit #Point 4 – Case of Fiat India under
shall not apply because supply is being made Valuation
interstate.
Under this point, we shall discuss the impact of
c) As Mr. A is not aware of this, entire he shall very famous case of Fiat India under Excise
be in default for not registering under the act law on the GST. Though the judgment was
along with the default of not filing the returns. nullified by the recent amendment, however,
there was no similar provision under GST law
In the ends, this shows that how much GST law
to nullify the impact of this judgment.
is technical and even a small mistake could end
up in big issue.
The Valuation of taxable supply of goods
and/or services shall be the transaction value,
#Point 3 – Concept of Agriculturist and the
that is the price actually paid or payable for the
Definition of Agriculture
said supply of goods and/or services where the
supplier and the recipient of the supply are not
related and the price is the sole consideration
for the supply.
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definition of aggregate turnover. Let us see
As per Supreme Court of India in case of CCE how.
v. Fiat India (P) Ltd. [2012] 283 ELT 161,
products are sold at considerable losses for an Read the following definition clearly.
unduly long period of time for the purpose of
market penetration, the transaction value “Aggregate turnover” means the aggregate
cannot be accepted for the purpose of levy of value of all taxable supplies, non taxable
excise duty and price could not be said to be a supply, exempt supplies, exports of goods
sole consideration.
and/or services and inter-State supplies of a
person having the same PAN, to be computed
Hence, department may use this judgment on all India basis and excludes taxes, if any,
under GST to harass the taxpayers charged under the CGST Act, SGST Act and
unnecessary. More clarification needed from the IGST Act, as the case may be;
the government on this topic.
“Exempt supply” means supply of any goods
#Point 5 – Definition of ‘Aggregate and/or services which are not taxable under this
Act and includes such supply of goods and/or
Turnover’ not corrected properly
services which attract nil rate of tax or which
The definition of aggregate turnover is very may be exempt from tax under section 11.
important in regard to calculation for basic
exemption limit or for the purpose of After reading the above two definitions, it is
composition scheme or for any other purpose. very clear that the definition of exempted
The Definition of aggregate turnover was the supply still includes the value of such supply
widest definition possible. It includes which are not taxable under the act and hence
everything e.g. value of taxable, non taxable, the definition of aggregate turnover still
exempt goods etc.
includes the value of non taxable supplies.
Hence, as the apex accounting body in India,
the Institute of Chartered Accountants of India
(ICAI) has suggested that the definition of
aggregate turnover be suitably amended so as
to exclude the value of exempt and non taxable
turnover from the aggregate turnover.

#Point 6 – Removal of cascading effect
completely?

The GST has been discussed a lot for one of
the reason being removal of cascading effect,
i.e. free flow of input credit and there shall be
no tax on tax post GST regime. However, this
The
government
accepts
the
first might not true in all the situations. Let us
recommendation and amended the definition to understand this by way of any example.
exclude the value of non taxable turnover.
However, the important point is that even after ABC LTD, the Company from Delhi went to
the amendment by the government, the value of Tamil Nadu for providing services relating to
non taxable turnover is still include in the immovable property. In order to provide
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efficient services, they hired some professional
engineers. Now, the following repercussions
shall be there;
- The place of supply of service shall be
Tamil Nadu, hence, ABC LTD shall
charge IGST and professional engineers
shall charge CGST and SGST.
- Since, ABC Ltd is from Delhi, it is
registered in Delhi GST and engineers
were based out of Tamil Nadu, hence,
they were registered under Tamil Nadu
GST.
- In our example, the credit of Tamil
Nadu SGST shall not be available
against the credit of Delhi SGST. This
is where free flow of credit hampers.
- However, the SGST paid to Tamil
government can still be claimed against
the IGST.

under cenvat credit rules has been complied,
then there is no reason why cenvat credit could
be denied to the assessee.
But to overrule this judgment, the government
introduced the above judgment. This
amendment is bit unfair to the assessee but
since it will be the law, then one must obey it
properly.
#Point 8 – GST Compliance rating

This is one of the very new concept that was
not present in any previous law. GST
compliance rating may be understood similar to
the cibil score that we have in loan. It is
expected that this score will play an important
role in GST. Initially its impact can be seen in
the chapter of refund where provisional refund
can be issue if the compliance rating is not less
#Point 7 – Input Tax Credit – Tax charge by than 5. Hence, taxpayers are cautioned to look
Supplier should be paid to the government after their compliance rating in order to be at a
better position.
before claiming Input Tax Credit
This point related to one of the condition for
claiming input tax credit under GST. The
condition is that the tax charged in respect of
such supply has been actually paid to the
account of the appropriate Government, either
in cash or through utilization of input tax credit
admissible in respect of the said supply.

Also, if your compliance rating is less than 5,
then you may face regular harassment from the
department.
#Point 9 – Clerical mistake in drafting in the
chapter of refund

The sub section (9) to section 48 states as
Earlier, there was no similar provision in the under:
law, however, the department went to the
supreme court over this issue. However, the Notwithstanding anything to the contrary
Apex court in case of Commissioner of Central contained in any judgment, decree, order or
Excise, Jalandhar Vs M/s. Kay Kay Industries, direction of the Appellate Tribunal or any
held that Cenvat credit cannot be denied on Court or in any other provision of this Act or
mere nonpayment by the supplier. Supreme the rules made thereunder or in any other law
states that where all the conditions as laid down
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for the time being in force, no refund shall be This point is related to the explanation (2) from
the definition of Person deemed to be related. It
made except as provided in sub-section (8).
states that
The sub section (8) states as under;
“Persons who are associated in the business of
“Notwithstanding anything contained in sub- one another in that one is the sole agent or sole
section (5) or sub-section (6), the refundable distributor or sole concessionaire, howsoever
amount shall, instead of being credited to the described, of the other, shall be deemed to be
Fund, be paid to the applicant, if such amount related”
is relatable to…………………”
This provision is not drafted efficiently and it
On plain reading one can observe that section can be easily passed by. From the above
48(9) overrules everything including any explanation, it is very clear that sole agent or
judgment, order, the act, rules or any other law sole distributor shall be deemed as a related
and states that no refund shall be made except person. Hence, in this case, the taxpayer may
be asked to substantiate the transaction value
as provided in sub section (8).
because supplier and recipient are deemed to
Sub section (8) further overrules the subsection be related.
(5) [refund order] and (6) [provisional refund].
This would means that sub section (5) or sub Hence, in order to avoid this provision, by
section (6) does not have any relevance appointing another agent or distributor. We
because refund shall only be paid in may expect the amendment under this
accordance with subsection (8) as per explanation if it is exploited by the taxpayers.
subsection (9) which overrules the entire law,
order, judgment etc.
Conclusion
Sub section (8) was provided only to list down There are many similar provisions/points under
the cases where refund is paid to applicant the GST model law. Also, we have not
instead of being credited it to the fund.
discussed even a single point relating to the
concept of Supply. This is because the concept
Hence, maybe there is a drafting error. The of supply in itself has many critical points to be
error could be corrected if they mention that
discussed alone. Therefore, we will discuss the
other critical aspects in the next edition.
"...... no refund shall be made to the applicant
except as provided in sub section (8).
Then the meaning of the subsection would
have make sense.
#Point 10 – Definition of Related Person
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