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Annexure 5

Presentation on Return Design
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Simplification of GST Return

GST Council Meeting on 215t july, 2018

Scheme of presentation:

1) Main features
2) Return structure
3) Quarterly return
4) Proposal before the council

Batkground and Process

» GST Council in its 27th meeting held on 4th of May, 2018 had
approved the basic principles of GST return design and directed
the law committee to finalize the return.

» Based on the decisions of the council and guidance of GoM, the
GST Law Committee have further detailed the GST return which
is now before the council for approval.

» Wide consultations were held with trade and GST compliance
community during the process and their inputs have been duly
incorporated in the return design.

» GSTN and the implementing IT company were part of the return

design process and are fully on board with the design. é
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Key Features

Monthly return: All taxpayers excluding small taxpayers and a few
exceptions like ISD etc. shall file one manthly return.

Quarterly Return: Small taxpayers having turnover below Rs. 1.5 Cr.
may file quarterly return with monthly payment of taxes.

Staggered date: The due date for filing of return by a large taxpayer
shall be 20th of the next month whereas the due date for the smaller
taxpayers shall be 25th.

Nil return: Taxpayers who have no output tax liability and no input
tax credit to file return through SMS.

Continuous uploading and viewing: Facility for continuous upload of
invoices by the supplier and viewing by the recipient along with tax
nayment status of an invoice shall be available.
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+ Invoice uploaded but return not filed: In cases where no return is filed after uploading

of the invoices, it shall be treated as self-admitted liability by the supplier.

» Credit on uploaded invoices: Invoices uploaded by the supplier before the 10% of the
next month shall be posted in the viewing facility of the recipient by 12™ of the next
month.

» IT tool would be provided to continuously upload invoices. IT tool/facility for
matching of the invoices downloaded from the viewing facility of the buyer shall alse
be provided.

» Locking of invoices: Locking of invoices means a handshake between the recipient
and supplier indicating acceptance of the transaction reported in the invoice. Facility
for locking of invoice by the recipient before filing of the return shall be available.

Locked invoices can not be amended.

v Deermed locking: Invoices can be deemed locked by reporting pending or rejected
invoices. IT tool for matching shall have facility to create recipient and seller master
list from which correct GSTIN can be matched.

» Pending invoices: Pending invoices are invoices which have been uploaded by
the supplier for which supplies have not been received or the recipient is of
the view that the invoice needs amendment.

» Better availability of credit. Where goods or services have been received

before filing of a return by the supplier, input tax credit for the same can be
availed by the recipient,

» No automatic reversal of credit: There shall not be any automatic reversal of

Input tax credit at the recipient's end where tax has not been paid by the
supplier.

» The first response of revenue administration in case of default in payment of
tax shall be to recover it from seller.

» In some exceptional circumstances like missing dealer, closure of business
by the supplier, recovery of input tax credit from recipient shall be through a

due process of service of notice and personal hearing.
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» Amendment of return: To err is human and therefore the new return
design provides facility for amendment of invoice and also the other

details filed in the return.

» Amendment shall be carried out by filing of a return called amendment
return. For each of the tax period, upto two amendment returns can be
filed.

» Payment would be allowed to be made through the amendment return

as it will help save interest liability for the taxpayer.

» Negative liability due to amendment return shall be carried forward to
" the next liability.

» Late fee: For change in liability of more than 10% through an
amendment return, a late fee may be prescribed after sometime of the
implementation of the new return.

v Exports: The table for export of goods in return would contain details of the

shipping bill also.

+ The registered person can either fill this informaticn at the time of filing the return

or after filing of the return using a separate facility for uploading shipping bill

details.

+ There shall be facility for correcting details of the shipping bills submitted.

+ Supply side control: For a newly registered taxpayer and a taxpayer who has
defaulted in payment of tax beyond a time period and/or above a threshold,

uploading of invoices shall be allowed only after the default in payment of tax is

made good.

+ Return format: The main return shall have two main tables, one for reporting

supplies on which tax liability arises and one for availing input tax credit.

-

and taking details of capital goods credit.
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Profile based return: There are many kinds of supplies which can be

JAYNA BOOK DEPOT

made under GST and also there are many types of inputs using which
input tax credit can be availed. A questionnaire shall be used to profile
the taxpayer and only a part of return shall be shown to him.

- Sr. Ne. Description Option
L. | Doyouintendtofile Nil'reum | Yes | No
2, i Choose the type of return to be filed. Sahaj Sugam
Monthly Quarter
Profile Iy
| Profile
3. Would you like to create a new profile ? Yes | No
e — R “biit-fi'br{ Y o
1 Have you made B2C supply (table 3A) Yes No
P Have you made B2B supply (table 3B) Yes No

Invoice upload: Uploaded invoices in the annexure of the return shall
auto-populate the main liability table of the return.

Main Return Auto-populate Ahnexure to Main Return

T T

e S e
Ry i Tw i
, SIS .- U
r_un-..piu._ 1
<Gl 1 i
A Do R~ s il g o o
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Invoice upload Table in Annexure

GSTIN/ | Place of Document details Tax | Taxable Tax amount
UIN | Suppl | v
mﬁif Type | No. | Date | Value it s Integrated | Central | State / | Cess
stey | tax tax | UT
doc. fax
1 2 T O 6 | 7 8 9 10 N e

3B. Supplies made to registered persons (other than those attracting reverse charge)

|
|
]
i
i
s

Structure of the return: Upload-lock-pay

L! &2 GSTIN& Name
SR L 4. Summary of input tax credit (ITC)
.‘ 1
;3 Seimenpof supplesTaade awd sy ‘; A. Details of Credit received based on auto-
| liability ‘L population
A. Details of outward supplies |
AT B |B. Details of reversal, rejection, pendency and
B. Details of inward supplies attracting “ !qdiustment of credit
reverse charge i - -
e | IC Net ITC
C. Details of Credit/Debit notes, Advances| |
received/ adjusted /Other adjustments | (6 Interest and late fee
O | liability
D. Details of supplies having no liability | |7 Payment of tax
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Quarterly Return with monthly payment: up to 1.5 Cr

1. 83.3 % taxpayers would benefit :

SI. No. | Turnover(Cr) | No. {Lakhs) | Noin%  Rev.Cash % of Total
i | {Cn) ‘
1 Upta1.5 | 71.3L 83.3% 48942 | 8.85%
| 2 Above 1.5 = 14.3L 16.7% | 503944 = 91.15%
" Total B5.61L 552886

t

2. Even for small taxpayers settlement to the extent of 90% would be monthly, as IGST
utilisation for SGST constitutes 90% of the settlement. ICST used for payment of

SCST is in the order of 250 Cr. below 1.5 Cr.

5. Transaction within small sphere is quite low at 2.2 % and credit utilisation is also

lower than medium and large businesses:

+ Quarterly filing and monthly payments: It is proposed to provide facility for filing of

guarterly return to small tax payers with requirement to to pay their taxes on

-Quartetiy Return : Salient features

maonthly basis and avail input tax credit on self-declaration basis.

¢+ Simplified Quarterly Return: Quarterly return shall be similar to main return with
manthly payment facility but for two kinds of registered persons - small traders
making only B2C supply or making only B2B + B2C supply, further simplified return

has been designed called $ahaj and Sugam.

Payment declaration form for payment of monthly taxes: These small taxpayers

would use a payment declaration form to make the payment.

Sr.No.|  Description | Integrated | Centra tax | State/ UT tax | Cass’
tax i
1. Liability to pay tax
=9 Input tax credit |
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» Continuous uploading of invoices: The recipients from these small taxpayers would need
invoice for availing input tax credit and therefore the small taxpayers would have option

to continuously upload the invoices,

» Lesser information: In Sabaj and Sugam, some of the details of information have been
dropped and such information shall be collected in 'the annual return eg. HSN details,

non-GST supply, Capital goods credit,

» No pending and missing invoices. Small taxpayers may not be in a position ta keep
invoices pending as they have fully utilized the credit to keep the cost of business
aperations low. Also they have only a few supplies so they can avail Input tax credit by

ensuring that there are no missing invoices,

» Lower compliance cost. The benefit of this simplification would be that the compliance
cost for small taxpayers would come down as payment declaration form is not a return

and minor errors in the same would not lead to initiation of any legal action,

» One-tlime option: Option for filing monthly or quarterly return shall be taken from these

small taxpayers once during the beginning of the year.

Structure of SAHAJ (only B2C supplies)

Place of Supply S
(Name of State) Tktete: [Taxiliemiye 'm'ﬁr:md Central tax State / UT tax Cess
Sr. Na. Description Value | Input Tax Credit (1ITC)
| Integrate |Central State; UT |Cess
|d tax tax tax
i- inward supplies received net of | <Auto>
credit and debit note
2 inward  supplies rejected  by| <Auto=
recipient (wrong GSTIN etc.) =editable=
3. Reversal & adjustments {+/-) <User
. input:=
Net ITC <Auto=

SUGAM (B2B +B2C supplies) Has Invoice Annexure too

GSTIN/ | Place of

- Document details Tax | Taxable Tax ama;.mt
UIN | Supply M e [No. | Date | value| ™= | Y2 |futeprated | Central | State/ | Cess
(Name of
State) of tax tax uTrT
doc. tax
1 2 3 4 5 6 7 k] 9 i0 11 12

CHAIRMAN’
INITIALS

Page 112 of 126




|Estd§1535]

JAYNA BOOK DEPOT

MINUTE BOOK

Proposal before the GST Council :

1. The monthly and quarterly returns (including SAHAJ and SUGAM)
may be approved.

2.The key features and all the formats of the return May be placed in the
public domain for information.

3. Final features and formats would be finalised with minor amendments
which may be needed due to mputs received from many quarters such as
officers, trade, IT team during development etc. GSTC may authorise GIC
to approve the final format.

4. The final provisions in law shall be finalised In consultation with
suggestions of the Ministry of Law and other inputs which May there after

Be allowed to be approved by the GIC.
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Annexure 6
Table Agenda for reduction in GST rate from 28% to 18% on certain goods
The list of 28% items has been reviewed and it is felt that on certain items GST rate may be
reduced from 28% to 18%. In general, these goods fall under the categories of.-
a) Paints, varnishes and putty;
b) household white goods, namely small TVs (Upto 68 cm), electromechanical domestic
appliances like mixer, juicer, grinder, vacuum cleaner, refrigerators; water heaters, L .
iron ete »
c) Special purpose vehicles, work truck, trailers and semi-trailers;
d) Certain equipment of industrial use;
¢) Miscellaneous items involving small revenue
2 The details of these goods are as under:
S. HSN Description Present Proposed l
No applicable | GST rat
GST rate
1 3208 Paints and varnishes (including enamels and lacquers) 28% 18% ‘
based on synthetic polymers or chemically modified -
natural polymers, dispersed or dissolved in a non-
aqueous medium; solutions as defined in Note 4 to this
Chapter
2 3209 Paints and varnishes (including enamels and lacquers) 28% 18¢
based on synthetic polymers or chemically modified
natural polymers, dispersed or dissolved in an aqueous
medium
3 3210 Other paints and vamishes (including enamels, lacquers 28% 189 4
and distempers); prepared water pigments of a kind
used for finishing leather
4 3214 Glaziers™ putty, grafting putty, resin cements, caulking 28% 189
compounds and other mastics; painters’ fillings; non- \ 4
refractory surfacing preparations for facades, indoor
walls, floors, ceilings or the like
o) 8418 Refrigerators, freezers and other refrigerating or 28% 189
freezing equipment, electric or other; heat pumps other
than air conditioning machines of heading 8415
6 8508 Vacuum cleaners 28% 18
7 8509 Electro-mechanical domestic appliances, with self- 28% 189 7
contained electric motor, other than vacuum cleaners of j
heading 8308 [other than wet grinder consisting of :
stone as a grinder] 1
8 8510 Shavers, hair clippers and hair-removing appliances, 28% 18%
with self-contained electric motor
9 8516 Electric instantaneous or storage water heaters and 28% 18%
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immersion heaters; electric space heating apparatus and
soil heating apparatus; electrothermic hair-dressing
apparatus (for example, hair dryers, hair curlers, curling
tong heaters) and hand dryers; electric smoothing irons;
other electro-thermic appliances of a kind used for
domestic purposes; electric heating resistors, other than
those of heading 8545

10 8528

TV upto the size of 68 cm

28%

—_

8%

11 8705

Special purpose motor vehicles, other than those
principally designed for the transport of persons or
goods (for example, breakdown lorries, crane lorries,
fire fighting vehicles, concrete-mixer lorries, road
sweeper lorries, spraying lorries, mobile workshops,
mobile radiological unit)

28%

B%

[

12 8709

Works trucks, self-propelled, not fitted with lifting or
handling equipment, of the type used in factories,
warchouses, dock areas or airports for short distance
transport of goods: tractors of the type used on railway
station platforms; parts of the foregoing vehicles

28%

—

%0

13 8716

Trailers and semi-trailers; other wvehicles, not
mechanically propelled; parts thereof [other than Self-
loading or self-unloading trailers for agricultural
purposes, and Hand propelled vehicles (e.g. hand carts,
rickshaws and the like); animal drawn vehicles]

28%

—t

8%

14 9504

Video games consoles and Machines, article and
accessories for billiards [9504 20 00], other games
operated by coins, banknotes, i.c., casino games [9504
20 00] and others [other than board games of 9504 90
90]

28%

—

8%

15 | 9616

Scent sprays and similar toilet sprays, and mounts and
heads therefor; powder-puffs and pads for the
application of cosmetics or toilet preparations

28%

18%

16 9804

All dutiable articles intended for personal use

28%

13%

17 | 9614

Smoking pipes (including pipe bowls) and cigar or
cigarette holders, and parts thereof

28%

[

8%

3. The net revenue loss on account of above reduction will about Rs 6315 crore in a

financial year.
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Annexure 7

Table Agenda on Digital Pavments

Briefly stated, with an objective to incentivise digital transactions, an Agenda Note
[Annexure-I] was circulated for consideration by the GST Council in its 23" Meeting [held on
10.11.2017]. The said Agenda Note proposed for providing a concession of 2% in GST rate
[where the GST rate was 3% or more] on B2C supplies, for which payment is made through
digital mode [1% each from applicable CGST and SGST rates, if the applicable GST rate is
3% or more] subject to a ceiling of Rs. 100 per transaction, interalia, on the following
grounds:

(a) With this incentive, consumer will be offered two prices; one with normal GST rates
for purchases made through cash payment and the other with 2% lower GST rate for
digital payments.

(b) The consumer will see visible benefits of making péyments [for supplies received by
him] through digital mode, in terms of reduction in tax amount pavable.

1.1.  The said Agenda Note also stated that this concession would not be available to
supplies made by registered persons paying tax under the Composition Scheme.

2 The  Agenda  Note sought in  principle approval  of  the
Council for the above proposal, along with authorisation to the GST Implementation
Committee [GIC] to approve changes in the CGST/SGST/UTGST Rules necessary for
implementing this proposal.

3. Subsequently, an addendum to the said Agenda Note was placed before the GST
Council in its 27th meeting (held on the 04.05.2018) [Annexure II].

4. The GST Council constituted a GOM to look into the issue. The GOM after detailed
deliberations concluded that while the proposal is good for the economy, its implementation
may be deferred for some time as GST is yet not fully stabilised, the new retum process 1s still
work in progress, GST revenue still to reach a comfortable level and the revenue implications
of the proposal are significant. [Agenda Note. 8 refers]

5.1 While it 1s a common view that digital transactions needs to be incentivised, certain
concerns have been expressed as regard its coverage in GST, revenue implications,
beneficiary of such incentive, and implementation modalities.

52 These aspects have been re-examined. Incentivising digital payments have far
reaching positive implications for the economy. Apart from providing visible upfront benefits
of making digital payments and thereby incentivising digital payment, it will also result in.-

a) better compliance;

b) gradual formalisation of economy;

¢) reduction in cash transactions and

d) accordingly, a buoyancy in revenue

53 Accordingly, following proposal is placed before the council:

1) the GST concessions on digital payments be given on the B2C transactions
through the modes that arc used across the country. Accordingly, it is proposcd
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that to begin with GST concession be given only on the B2C transactions made
through RuPay (Debit Card) and UPI-Unified Payment Interface, BHIM, USSD.

i) the GST concession shall be given by way of refund to the consumer in his
account through an automated route.

1i1) the concession shall be 10% of the CGST, 10% of SGST paid subject to the total
ceiling of Rs 100 (Rs 50 CGST and Rs 50 SGST) per transaction.

54 This proposal would ensure wide coverage in terms of consumers, simplified
implementation and a direct incentive to the consumer. IT infra to implement account linked
refund is already available (similar cash back is already in operation for auto fuels) which may
require minor tweaking.

6. Revenue implications:
6.1 The volumes and revenue implication under the proposed modes are as follows:

A. Volumes:

SNo i S T T Volume(17]8)Value(1718)
o Mmed HeCrl
U'}iI:Uriiﬁ‘é‘(i i Payment Interface, BHIM, USSD | 92 | 109832 |
2 Rway(POS) [ 46 | 48886 |
3 RuPay(eCom) 'f:"_i_'__'_. oo e
e e SeE e

B.  Revenue implication: A large number of digital transactions may be done for utility
payments or other payments that do not attract GST. The benefit would accrue only on B2C
transactions involving GST supplies. Further Benefit would be restricted to Rs 100 per
transaction. Accordingly, revenue estimation done 1is as follows.

S No ]_)esi:nphan S e _ H _ " R — Amount w
3 [If 33% of the above stated transactions are | Rs1636cr |
E %eligible for benefit-the revenue implication at |
| the rate of 20% of GST paid would be = Total
Value*(BB%)*welghted rate (5)*20% |
4 If25% of the transactions are eligible for Rs_ 1239("[‘» l
concession, the implication would be _
€5n If 20% of the transactions get the benéﬁg the GST | " Rs 91er
7 In the above background, the Council may consider providing a concession equal to

il

20% GST paid on B2C supplies, for which payment is made through digital mode of UPI-
Unified Payment Interface, BHIM, USSD and RuPay Debit card [10% each from applicable /

/eﬁTRMAN’s
INITIALS
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CGST and SGST rates, or as the case may be, 20% of IGST paid] subject to a ceiling of Rs.
100 per transaction. This concession would, however, not be available to supplies made by
registered persons paying tax under the Composition Scheme.

8. The CGST amount given as cash back shall be pooled in by the Centre and SGST
amount shall be pooled in by the Respective States.

9. On approval of the proposal, the exact modalitics for providing the concession shall
be put in place in consultation with the Line Ministry (MeitY).
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Second Addendum to Agenda Note on
Incentives to promote Digital Transactions

(CIRCULATED FOR GST COUNCIL MEETING HELD ON 10™ NOVEMBER, 2017)

Briefly stated, with an objective to incentivise digital transactions, an Agenda Note
[Annexure-1] was circulated for consideration by the GST Council in its 23™ Meeting [held on
10.11.2017]. The said Agenda Note proposed for providing a concession of 2% in GST rate

[where the GST rate was 3% or more| on B2C supplies, for which payment is made through -

digital mode [1% each from applicable CGST and SGST rates, if the applicable GST rate is
3% or more] subject to a ceiling of Rs. 100 per transaction, interalia, on the following
grounds:

(a) With this incentive, consumer will be offered two prices; one with normal GST rates
for purchases made through cash payment and the other with 2% lower GST rate for
digital payments.

(b) The consumer will see visible benefits of making payments [for supplies received by
him] through digital mode, in terms of reduction in tax amount payable.

The said Agenda Note also stated that this concession would not be available to supplies made
by registered persons paying tax under the Composition Scheme.

2. The Agenda  Note sought in principle approval of the
Council for the above proposal, along with authorisation to the GST Implementation
Committee [GIC] to approve changes in the CGST/SGST/UTGST Rules necessary for
implementing this proposal.

3. Subsequently, an addendum to the said Agenda Note was placed before the GST
Council in its 27th meeting (held on the 04.05.2018) [Annexure II].

4.  The GST Council constituted a GOM to look into the issue. The GOM after detailed
deliberations concluded that while the proposal is good for the economy, its implementation
may be deferred for some time as GST is yet not fully stabilised, the new return process is still
work in progress, GST revenue still to reach a comfortable level and the revenue implications
of the proposal are significant. [Agenda Note. 8 refers]

5.1 While it is a common view that digital transactions needs to be incentivised, certain
concemns have been expressed as regard its coverage in GST, revenue implications,
beneficiary of such incentive, and implementation modalities.

52 These aspects have been re-examined. Incentivising digital payments have far
reaching positive implications for the economy. Apart from providing visible upfront benefits
of making digital pavments and thereby incentivising digital payment, it will also result in,-

a) better compliance;

b) gradual formalisation of economy;
¢) reduction in cash transactions and
d) accordingly, a buoyancy in revenue

53 Accordingly, following proposal is placed before the council:
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1) the GST concessions on digital payments be given on the B2C transactions
through the modes that are used across the country. Accordingly, it is proposed
that to begin with GST concession be given only on the B2C transactions made
through RuPay (Debit Card) and UPI-Unified Payment Interface, BHIM, USSD.

i) the GST concession shall be given by way of refund to the consumer in his
account through an automated route.

111) the concession shall be 10% of the CGST, 10% of SGST paid subject to the total
ceiling of Rs 100 (Rs 50 CGST and Rs 50 SGST) per transaction.

54 This proposal would ensure wide coverage in terms of consumers, simplified
implementation and a direct incentive to the consumer. IT infra to implement account linked
refund is already available (similar cash back is already in operation for auto fuels) which may
require minor tweaking.

6. Revenue implications:
6.1 The volumes and revenue implication under the proposed modes are as follows:

A. Volumes:

' S.No. | Modes | Volume (17-18) | Value (17-18)
| | s A s Y R R e
I |UPL-Unified Payment Interface, BHIM, USSD | 92 | 109832 |
2 RuPay(POS) 1 4| 4sss6 |
3 RuwPay@Com) |21 16635
RptE T I UGN AN SRR "159'7j 175353

Source: NPCI/MeitY | .

B. Revenue implication: A large number of digital transactions may be done for utility
payments or other pavments which do not attract GST. The benefit would accrue only on B2C
transactions involving GST supplies. Further Benefit would be restricted to Rs 100 per
transaction. Accordingly revenue estimation done is as follows.

i

.S No Descrlptmn Fon Amount S o
; 1 Average valuéﬁe;' trahsactlon s i r ~ Rs 11637”‘*” I 1
2 —_Wclghted awérage GSTrate |  14% |
3 If 33% of the above stated transactions are = Rs1636cr |
eligible for benefit-the revenue implication at | '
' Ethe: rate of 20% of GST paid would be = Total '
| Value*(33%)*weighted rate (5)*20% |
4 [If25% of the transactions are eligible for Rs 1239 cr
' concession, the implication wouldpe
. 5 If20% of the transactions get the benefit, the GST Rs 991 cr

nconcessmn Wi ould be
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7. In the above background. the Council may consider providing a concession equal to
20% GST paid on B2C supplies, for which payment is made through digital mode of UPI-
Unified Payment Interface, BHIM, USSD and RuPay Debit card [10% each from applicable
CGST and SGST rates, or as the case may be, 20% of IGST paid] subject to a ceiling of Rs.
100 per transaction. This concession would, however, not be available to supplies made by
registered persons paying tax under the Composition Scheme.

8. The CGST amount given as cash back shall be pooled in by the Centre and SGST
amount shall be pooled in by the Respective States.

9. On approval of the proposal, the exact modalities for providing the concession shall
be put in place in consultation with the Line Ministry (MeitY).
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ANNEXURE -1

Incentives to promote Digital Transactions

[FOR GST COUNCIL MEETING TO BE HELD ON 10" November, 2017]

To incentivise digital transaction it is proposed to provide a concession of 2% in GST rate on
B2C supplies, for which payment is made through digital mode [1% each from applicable
CGST and SGST rates, if the applicable GST rate is 3% or more] subject to a ceiling of Rs.
100 per transaction. This effectively means that applied rate of GST for such transactions will
be 2% lower than the otherwise applicable GST rate, though subject to a ceiling of Rs. 100 per
transaction for such incentive. This scheme, however, would not be available to registered
persons paying tax under the composition scheme.

= With this incentive, consumer will be offered two prices; one with normal GST rates
for purchases made through cash payment and the other with 2% lower GST rate for digital
payments, As a result the consumer will see visible benefits of making payvments [for supplies
received by him] through digital mode, in terms of reduction in tax amount payable.

3. For example, if the GST rate applicable to supply a particular goods/service is 18%,
then B2C supply of such goods, where payment made through digital mode will be 16%,
subject to a maximum GST concession of Rs. 100 per transactions.

Ilustration:
Value of goods/service= Rs 5000

Tax pavable if pavment made in cash = Rs 900 [18% of Rs. 5000]
Tax payable if payment made digitally = Rs 800 [16% of Rs. 5000]

Upfront tax incentive to the customer = Rs 100.

4, Estimated revenue implication [based on infermation provided by MeitY]

¢ In 2016-17, the number of digital transactions was 1076 crore. Average value

per transaction (based on debit and credit card transaction) was Rs 1833. Out

of this the transaction below Rs 1000 were 16%, between Rs 1000 and Rs
2000, were 14%, and above Rs 2000 were 70%.

e In 2017-18, the estimated number of digital transaction for the financial year

1800. Till Oct this number was 1000 crore.

¢ Based on these numbers ( taking annual number of digital transaction as 1800

crore), the revenue implication of the proposal is estimated to be as follows:

Tax relief (2%)

Taking Averagesize@®s) | = 1300 | 1800

é

% of tran saction ¢ geft_ip_é_bta_ﬁefit
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20% 10800 | 12960
. 0% 00000 | 16200 | 19440
3 _40% 7 721{3(]{]7 7 | 25920
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< The loss in tax revenue may however be recovered to certain extent through better
compliance. It would further encourage digital payment and consumer would seck these
services from merchants.

6. This proposal was discussed by the Fitment Committee on 30® October, 2017, but the
Committee could not arrive at consensus on the issue.

7. It is proposed that the Council may kindly accord in principle approval to this proposal.
Further the GIC may be authorised to approve the changes in the CGST / SGST/UTGST Rules, as
recommended by the Law Committee, in order to implement this proposal.

o
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Annexure - 11

ADDENDUM TO AGENDA NOTE

Incentives to promote Digital Transactions
[CIRCULATED FOR GST COUNCIL MEETING HELD ON 10™ NOVEMBER, 2017]

Briefly stated, with an objective to incentivise digital transactions, an Agenda Note
[Annexure-I] was circulated for consideration by the GST Council in its 23 Meeting [held on
10.11.2017]. The said Agenda Note proposed for providing a concession of 2% in GST rate
[where the GST rate was 3% or more| on B2C supplies, for which payment is made through
digital mode [1% each from applicable CGST and SGST rates, if the applicable GST rate is
3% or more| subject to a ceiling of Rs. 100 per transaction, interalia, on the following
grounds:
(a) With this incentive, consumer will be offered two prices; one with normal GST rates
for purchases made through cash payment and the other with 2% lower GST rate for
digital payments.

(b) The consumer will see visible benefits of making payments [for supplies received by
him] through digital mode, in terms of reduction in tax amount payable.

The said Agenda Note also stated that this concession would not be available to supplies made
by registered persons paying tax under the Composition Scheme.

2. The  Agenda  Note sought in  principle  approval  of  the
Council for the above proposal, along with authorisation to the GST Implementation
Committee [GIC] to approve changes in the CGST/SGST/UTGST Rules necessary for
implementing this proposal.

3. Taking the annual number of digital transaction as 1800 crore [which included all
modes of digital transactions], the revenue implication of the proposal was estimated as under:

e | TaxeeiefQw)
_Tang weenngs crancatHonSIEIRG) o Ise0 1800
%of transaction geftingbenefit  TaxImplication (Rs Crore)
) Lot | vosue ¢ 00 L9&0
- 30% 16200 | 19440
L 40% ) - 21600 ' 25920
4, However, due to paucity of time the said Agenda Note was not discussed by the GST

Council in its 23" meeting [held on 10.11.2017] and in 25™ meeting [held on 18.01.2018].

5. As mentioned above, concession of 2% in GST rate on B2C supplies, apart from
providing visible upfront benefits of making digital payments and thereby incentivising digital
payment, will also result in,-

a) better compliance;

b) gradual formalisation of economy; and

¢) reduction in cash transaction vis-a-vis GDP .
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6. Meanwhile, the full year granular data, mode wise, on digital payments for 2017-18
was obtained from MeitY and the details are as under:

IS ~ Modes | Volume (17-18) | Value (17-18)
1 o e . [fnCr] | [In Lakh Cr]
! 1 ‘NACH (National Automated Clearing House) I 237 : 9.7
E_é IMPS (hnmedlé:c;uﬁéyment Service) '_”—_miumm—fOT_ S ' 89 |
i FUPI+BHIM+US§]3 H[ﬂU;1ﬁed Payments Inte;f;;:e; | 95“ i Vi T
‘ Bharat Interface for Money, Unstructured ; 5
1 iSupplementary Service Data) mi__w_m__“ _g: '
' 4 RuPay(POS) el | 6 | 05 |
| 5 RwPayCom) | 20 | 02 )
| 6 |AEPS Total (Aadhaar Enabled Payment System) 8 | 03 |
¢3 BBPS (Bharat Bill Payment System) 3 0.0
I._-S_Hi;TETC (National Electronic Toll Collection) L 13 f”m—v 00
_ Sub Total (Source: NPCI) 1 et T 207 |
5 Dotit Gl (s RaPi) |3 |39
i 10 =(‘red1tCard 3 138 | 45
EL e
| 13 RTGS | 12 | 15009 |
(4ppc 0000001 4 [ o3 |
' Sub Total (RBI) 946 1686
| 15 | Closed Loop = o o calo . . oo |
\ .
;‘Té'f'i}iie?ﬁét Banking = 143 | 903
1‘ 1':-7— Mobllc‘Bankmg i 62 B [ 3'} i
18 Others b, U @15,
| ‘Eﬁiﬁﬂiéﬁﬁiﬁ)—__'"""_"""""m-’"‘M | 35 | 1235 |
. Tota 1992 | 1830
S R ~ Source: MeitY
7. Payment modes namely, RTGS, NEFT, IMPS (Immediate Payment Service), NACH

(National Automated Clearing House), NETC (National Electronic Toll Collection) and
Closed Loop may not in general be used for procuring goods and services. While, the
remaining modes, namely, UPI/BHIM/USSD, RuPay, AEPS, BBPS, Debit Card, Credit Card,
m-wallet, PPC, internet banking, mobile banking and other banking modes are generally used
for procuring taxable goods and services. The volume and value of transactions for these
modes and average size of transactions is as below:

Without internet banking | With internet banking and
and other transactions [S. | other transactions [S. No/|

© | No. 18 of the Table | 18 of the Table above]

JAYNA BOOK DEPOT

Page 125 of 126

CHAIRMAN’S
INITIALS




MINUTE BOOK

0"

/1

above]
Total no of transactions 1066 crore 1329 crore
Value of transactions (Rs.) 14.6 lakh crore 135.4 lakh crore
Average size of transaction (Rs.) 1400 10158
8. Based on above numbers, the revenue implication of the proposal [taking the average
size of the transaction as Rs. 900, Rs, 1200 and Rs. 1400] is re-estimated as under:
Tax relief (2%)
Taking Average size on which concession is 900 1200 1400
allowed (Rs)
A. Without internet banking and other transactions
[No. of transactions being 1066 crore]
% of transaction getting benefit Tax Implication (Rs Crore)
20% 3838 5117 5970
30% 5756 7675 8954
40% 7675 10,234 11,939
B. With internet banking and other transactions
[No. of transactions being 1329 crore]
% of transaction getting benefit Tax Implication (Rs Crore)
20% 4784 6379 7442
30% TVET 9569 11,164
40% 9569 12,758 14,885

CHAIRM'IZ\gS
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[
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*Formula for revenue implication = No. of transactions X % of transaction getting benefit X
Ticket Size X 2/ 100

8.1. However, the above revenue implication may vary, as the RTGS, NEFT, IMPS and
NACH modes of digital payments may occasionally, be used for payment for procuring
taxable goods and services. :

9. In the above background, the Council may consider providing a concession of 2% in
GST rate [where the GST rate was 3% or more| on B2C supplies, for which payment is made
through digital mode [1% each from applicable CGST and SGST rates, if the applicable GST
rate is 3% or more| subject to a ceiling of Rs. 100 per transaction. This concession would,
however, not be available to supplies made by registered persons paving tax under the
Composition Scheme.

10. The exact modalities for providing the concession of 2% in GST would be finalized
along with the new GST return. The proposed concession in GST will be made effective from
when the new GST retumn will be introduced.
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