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GST Council relaxes compliance requirements for small businesses, approves calamity cess
by Kerala for two years and widens composition scheme

The GST Council (Council) in its 32" meeting held on 10 January, 2019 relaxed some
compliance requirements for small businesses. The Council also approved levy of calamity
cess on intra-State supplies by Kerala for a period of two years, and referred the issues
relating to taxation of real estate and lotteries to Group of Ministers (GoM).

The major decisions taken by the Council are summarised below?:

e The threshold limit for registration for supplier of goods has been increased from INR 2
million to INR 4 million. The States would need to decide on individual registration limits
in a week’s time. The threshold limit for service providers continues at INR 2 million
and for special category States at INR 1 million.

e The ceiling for composition scheme has been decided to be increased to INR 15 million
from current limit of INR 10 million with effect from 1 April, 2019. Special category
States would need t0 decide about the composition limit in their respective States in a
week’s time.

e Assessees opting for composition scheme will be required to only file an annual return
with effect from 1 April, 2019. The tax payment will continue to be on quarterly basis.

e The composition scheme has now been extended to the service providers. The
suppliers of services (or mixed supplies) having turnover of up to INR 5 million in
previous year will have an option to pay tax under composition scheme @ 6%.

o State of Kerala has been permitted to levy a cess of upto 1% on intra-State supplies for
a period not exceeding two years.

e The following issues have been referred to the GoM:

o Composition scheme for residential segment of real estate sector.
o GST rate structure on lotteries.

PwC Comments

The decisions taken by the GST Council are in line with the industry expectations and would
help the small businesses in compliances. At a policy level, the intent of simplified compliances
for small to medium sized businesses can also be achieved through a ‘presumptive’ scheme of
taxation, as compared to a composition scheme which breaks the GST chain. It seems that the
increase in registration threshold is applicable only to the suppliers of goods and not to the
suppliers of services, which may result in complexity and litigations at a micro level. It would be
interesting to see how the levy of 1% additional cess by Kerala would be introduced.

! This flash has been prepared on the basis of the press releases issued after the press
conference. The notifications giving effect to the changes are likely to be issued later and
accordingly need to be validated. The flash only covers the major decisions of the GST



Council and does not cover all the decisions.

If your interest lies in a specific area or subject, do advise us so we can send you only the
relevant alerts. For any additional information, please reach out to your PwC relationship
manager or write in to pwctrs.knowledgemanagement@in.pwc.com
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PwC TRS Team
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