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1 July 2018 marked the completion of one year of GST 
implementation. Being touted as the biggest tax 
reform in the history of independent India, the 
transition into GST was not expected to be totally 
seamless. As the year progressed, the 
implementation of GST has received a mixed 
response from the industries. However, the efforts 
being taken by the government and the GST Council 
to make this transition as smooth as possible and 
integrate the bona fide suggestions of the industry 
are worth appreciating.

Top Trends
• The period of exemption provided from Reverse 

Charge Mechanism (RCM) on inward supplies from 
unregistered dealers has been extended till 30 
September 2018.

• The monsoon session of the Parliament will begin 
from 18 July 2018. Decisions of the GST Council 
such as, substantial changes to return filing 
procedure, centralization of Authority for Advance 
Ruling (AAR) which require amendments to the 
GST Acts are expected to be discussed and 
approved during this session.

• The 28th GST Council meeting is scheduled to be 
held on 21 July 2018. The agenda of the meeting is 
as follows:

̶ Conversion of GSTN to a government entity;

̶ Finalizing the annual return - FORM GSTR-9;

̶ Centralization of AAR;

̶ Rationalization of tax rates.

Judicial Pronouncements

Issue Ruling SKP Comments

Whether supply of 
comprehensive annual 
maintenance service 
which may also involve 
the incidental supply of 
spare parts/goods should 
be classified as a 
composite supply or 
mixed supply?
[AAR, Uttar Pradesh]

• The essential conditions for a supply 
to qualify as composite supply are: 

a. Two or more taxable supplies; 

b. Naturally bundled; 

c. Supplied in conjunction with 
each other; and 

d. One taxable supply should be a 
principal supply. 

• In such cases, the principal supply is 
treated as the main supply and the 
entire transaction should be eligible 
to GST as per the principal supply. 
Since the supply of maintenance 
service is for a one and fixed price 
with or without supply of spare 
parts, and supply of service and 
goods is made in conjunction with 
each other in the ordinary course 
according to the  maintenance 
contracts, this maintenance service 
is naturally bundled with the 
incidental supply of goods, and 
hence is a case of composite supply 
of service.

Contracts for annual 
maintenance services in which 
the supplier undertakes to 
supply services along with 
spares are quite common across 
various industries. In view of 
this, the ruling by AAR provides 
an important clarity especially in 
cases where the rate of GST on 
the service and the spare 
parts/goods components differ 
significantly.
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Issue Ruling SKP Comments

What will be the rate of 
GST applicable in a case 
where the applicant 
enters into two separate 
contracts, one for the 
supply of materials at ex-
factory price, and the 
other for supply of allied 
services like 
transportation, 
insurance, loading, etc. 
for delivery of material?
[AAR, West Bengal]

Both the contracts are linked by a cross-
fall breach clause which specified that 
breach of one contract would be 
deemed to be a breach of the other 
contract. The two promises, i.e. supply 
of goods and their transportation, are 
not separately enforceable in the 
present context. Accordingly, the supply 
is to be considered as naturally bundled 
and categorized as a composite supply 
with supply of goods being the principal 
supply, and the rate of GST to be 
applied accordingly.

It has been observed in various 
AAR rulings that the authorities 
have traveled beyond the 
language of the agreements 
entered between the parties and 
placed importance to the 
substance of the transaction. In 
this particular case as well, the 
AAR relied on the essence of the 
transactions rather than how 
such transactions are structured 
by the parties.

Form Applicable to Period Due Date

GSTR-1

Taxpayers with annual aggregate turnover 
more than INR 15 million

Taxpayers with an annual aggregate 
turnover of more than INR 15 million

June 2018

April 2018 - June 2018

10 July 2018

31 July 2018

GSTR-3B All registered taxpayers June 2018 20 July 2018

GSTR-4 Registered person opting for composition 
levy April 2018 - June 2018 18 July 2018

GSTR-5 Non-resident taxable persons June 2018 20 July 2018

GSTR 5A Online Information and Database Access 
or Retrieval (OIDAR) June 2018 20 July 2018

GSTR-6 
(monthly) Input service distributors July 2017 to June 2018 31 July 2018

Compliance Chart for Upcoming GST Due Dates
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Other Key Aspects

GST from a Macro Perspective

Revenue collections

The gross GST collections for the month of June 2018 was INR 0.95 trillion. The GST collections which had 
somewhat stagnated in 2017-18, have shown an upward trend in the past few months, primarily due to the 
implementation of e-Way Bill. The government has aimed an average monthly GST collection of INR 1 trillion 
for the current financial year.
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e-Way Bill

e-Way Bill on the intra-state movement of goods has been implemented across all states from 3 June 2018. 
According to the data provided by Goods and Services Tax Network (GSTN), the total number of e-way Bills 
generated crossed the 100 million mark on 23 June 2018.

Certain states have provided an exemption from the requirement of generating e-Way Bill in the case of 
intra-state movement of goods as follows:

• Delhi (Notification No. 3/2018 dated 15 June 2018)
– Consignment value up to INR 100,000;
– Supply from a registered business place of a taxable person to an unregistered end consumer.

• Goa (Notification No. CCT/26-2/2018-19/36 dated 28 May 2018)
– All intra-state movement of goods except in case of 22 specified goods.

• Maharashtra (Notification No. 15E/2018-State Tax dated 29 June 2018)
– Consignment value up to INR 100,000;
– Hank, yarn, fabric, and garments for job work up to a distance of 50 kilometers, irrespective of 

consignment value.

Various states have taken the liberty to notify certain amendments in the e-Way Bill Rules in respect of the 
intra-state movement of goods. In view of GST being a law governed by the states and center together, it 
would be interesting to see the extent to which various states amend their state GST laws resulting in a 
deviation from the Central GST law. It should be noted that amendments to state GST laws have the potential 
to impact the Revenue of the Center as well, and hence, any substantial deviation from decisions agreed 
upon in the GST Council may result in disputes between the states and center. 
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GST in the news
• Rates on certain items like construction materials which are currently in the 28% rate bracket may be 

reduced.
• Referring to the rise in advance tax for the first quarter of the financial year 2018-19, Finance Minister 

Arun Jaitley has said that the implementation of GST has resulted in rise in direct tax collections as well.
• The gems and jewelry sector is hoping for relief from the government by way of exemption on gold 

imported for the purpose of export. 
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One year of GST - Hits and misses!
Hits
• Reduced compliance burden due to the 

elimination of multiple laws
The requirement of separate compliances under 
multiple indirect tax laws such as Excise, VAT, 
Entry Tax, Service tax, etc. has been eliminated. 
There is no requirement to track and meet 
multiple deadlines under multiple laws. Assesses 
have to comply with just one GST law which has 
reduced compliance burden to a great extent.

• Elimination of cascading effect in the supply 
chain
Tax on tax in the erstwhile regime with no 
cross-credits (e.g. non-availability of excise 
credit to pay VAT) led to an increase in the cost 
of the goods. The cascading effect has been 
eliminated under GST leading to seamless flow 
of credit in the supply chain. This has also 
helped in reducing inflation.

• Elimination of check posts
The recently introduced e-Way Bills have 
provided great convenience in the 
transportation of goods. Long queues of trucks 
at check posts on state borders have been 
eliminated while also enabling the government 
to check evasion of duty. A few procedural 
difficulties exist but the benefits outweigh 
these procedural difficulties. 

• Reduction of items in the 28% rate category
The government has removed majority of items 
from 28% tax rate, leaving only 50 items in the 
highest rate category which are mainly demerit 
and sin products. This has given a major relief 
to consumers and businesses in the consumer 
goods segment.

• Reduction in long-standing legal disputes
In the erstwhile regime, there were several 
unsettled legal questions such as taxation of 
works contract, software, classification issues, 
which caused prolonged litigation. In GST 
regime, several such complexities have been 
eliminated or reduced which should come as a 
huge relief to the industry.

Misses
• Technological glitches

Technological unpreparedness would top the list 
of GST setbacks. Taxpayers have been facing 
difficulties in filing returns and meeting 
deadlines. Only recently has the GSTN portal 
been geared up to handle the volume of GST 
compliances to be undertaken by taxpayers.

• No concept of centralized registration 
In the erstwhile regime, service providers in 
multiple states were allowed to opt for 
centralized registration. However, in GST there 
is no such concept of centralized registration. 
Despite representations by the service sector, 
the government has not heeded to this request 
citing complexity in revenue distribution 
among different. Hence, currently there was no 
escape from multiple registrations and 
increased compliance.

• Refunds to exporters
Exports and supplies made to SEZ units have 
been zero-rated/eligible for refunds. However, 
millions of refunds are stuck due to 
technological challenges and bureaucratic 
rigmaroles. Slow sanction of refunds, has led to 
a huge working capital impact for exporters. 
This being the initial phase, faster refunds are 
expected in the coming periods.

• Multiple rates
GST from the outset has been plagued with 
multiple rates (six in all) and complex rules 
leading to increased classification disputes. The 
government’s logic is that footwear and luxury 
cars cannot be taxed at one rate. The recent 
indication from the government to merge the 
12% and 18% rates into one would be a 
welcome move.

• Important sectors still outside GST
The real benefits of GST are will not be realized 
until petroleum taxes, electricity duty and 
stamp duty are subsumed under it. Leaving 
these, important sectors outside GST has 
impeded the ultimate goal of one nation one 
tax.
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About SKP

SKP is a global professional services
group with its principal areas of
operations in business advisory, end-to-end
finance and accounting solutions
including attest function and taxation,
business process management, and IT
risk advisory. SKP’s focus is to provide
solutions which result in tangible
business benefits and performance
improvements.

Our multi-disciplinary teams serve
clients from various geographies and
industries ensuring global standards.
With over 80% of our client-base being
international, we truly understand the
needs of global companies and their
expectations and our customized global
solutions are designed to factor in local
nuances. Our commitment is rooted in
a passion for solutions, empowering our
people and clients to achieve more.
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