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ACCOUNTANTS OF INDIA 
(Set up b!y [In Act ofPnrlinnlent) 

l IIC: lnslilulc of (:liarlcrcd Ac:countani:; of India (ICAI) is a statutory body 
c!sl;~bllslicd ~11idel- tho ('lia~.lcrctl Accountar-I ts Act, 1949 which rcgulatcs the 
l:~roI(issic~~i o i  Chart(:rcd Accountancy in India. 'l'lic ICAl has bee11 actively 
s11ly701-1ing ilic (;ovc!rnrnl!~lt 111 tlic c:volulioii ol' tlic GS'I' I.aws till d a k  by 
r ~ l i ~ I < i ~ i ~ ;  s ~ ~ j : j ; ~ s t i o ~ i s  for si~iiplifi(:atio~i, (~.a~isparc:ncy and cast o l  doing business 
ole Irom c:arly 20'16, c:vc!n boforc: the ilral~t Moticii law was  in place. 

\,\lo ;ilsi> :;1.117portcd tiic Govornlnenl ancl tratlc & industry by bringing ou t  tllc 
: I I I ~  i i ~ i  I '  first i11]~1nc?016 and  thci-caftcr co1itinuc:d to bring 
ocil !Iic n~iic~itic:cl vcrsions from lime to Li~nc with the last vcrsion i n  J a l ~ u a r ) ~  
20.18. \dl(: arc  working o ~ i  lliis bcic:ltgrol~nti n>atcrial, oncc: again, wc! will bring 
o111 Ikic! 1atc:sl v(:rsioii sliortly aftc:~. t l l ~  issues rc:latiiij; to rctu1.11~ f i l i~ ig  al-c clcar. 
Wc: i~;ivc: (:lfcc:livc!y irainc!tl inorc: than 1,50,000 1radc and industry professionals 
I I '  W e  wish lo plac:c o n  rccord tliat we  havc trained ~norc! than 25,000 
~~~~oic : s s io~ ia l s  allti 1,raclili~)ncirs in dcplli in (;?I' in thc past  2 years. Wc  are 
~:1-~11oli11 LO ilic <.;o\ic:rnmenl o l  India for pl-o\titiing u s  this opporlunity to scrvc 
llit: t:ounLry. 

1 1 ,  otlr in\iol\,c:mc!nl slid s t u ~ i y  oi Llio C S l ' a n d  \/A'!' laws ol othcr c:ou~il~.ies till 
tliltc wc Iiil\ic Icill-nt the following: 
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1. Trust begets trust and therefore, there is a need to start to f i l l  ukl this t r ~ ~ s t  
deficit h\i somconc. 'l'lie Government of India, is moving up  in the ease 
of doing businc~ss ladder and this reflects the p.cat for~warci looking 
attit~ldc. I .ooking at the courage displayed by the Go\jerniiient in several 
initiatives and iiic~asures, in GSI' till date it appears that this "trust" is 
soiiiewllat lacking. 

2. The undue focus on what call be evaded ~ i o u l d  lead to the evolution o f  a 
coii1p1r.x law (as it was prior to GST) and no law can be made for the 
liabitual evader. We need only, to concentrate on the 828 tra~isactions at 
this stage. 

3. SMEs ~ n u s t  bc cajolc~l and encouraged to enter the system rather than 
keeping then1 out of it by complex procedures. Making GSI' laws simple 
should be thc pri~nary ol~jective. "'Trust" but identify and act against the 
errant could 1~ tlie hest way forward. 

4. The focus luust be to put checks and balances in place, definite action on 
tlie suspicious trends indicated by using technology etc. Mandatory audit 
and rewarding the honest (less intrusion) should be tlie preferred course. 
Further speedy identification of the errant and closure of demands / 
disputes slioul J be the preferred course in our considered view. 

5. The concept of introducing inatcliing of credits (which has incidentally 
not workeil well in the few countries it has been implemented) for India 
may be prei~iature at  this stage is our considered view. System matching 
has not worked anywhere in the world, includilig in a V A ' I  regime in 
India. The tern1 'matcliing of credit' is actually a misnomer in the current 
siniplified proposals with the Govt., since the 'buyer' only 'accepts' the 
credit - tliereforc sanctifying that it is genuine. 

lCAl Suggests the SUF Model (Simplified User-Friendlv Model) on retuyp 
filing - & e i i a b l i n ~ . g ~ < ~ g ~ - ~ ~  
'The model could be follows: 

1. Supplier will upload su~nmary information from B2B invoices on real 
time basis up  to 10"l of the following month. The summary inforination 
will be limited to those relevant for purposes of allowing credit, namely: 
a) invoice nuruber & date 
b) GSTIN of Supplier 
c) GS7'1N of liccipient 
d)  GS'I' Amount involved in eac:li invoice (rate-wise) 



2. Supplie~. will upload in one-line, details o f  supplies ~iiade to unrcgistcrcd 
pcrsons (B2C) also. Both details so-uploaded would he rate-wise. 

3. No edit feature would be available and  it will be dc?c.~necl c.oncludec1 or 
loclted hy y s t ~ c m  on '10111 o f  the following o f  montli at 00.00 for the 
previous month supplies made. During the year 2018-19 system m a y  
n c ~ d  time to stabilize, therefore, i f  required, w e  m a y  consider uploading 
o f  supplies details in two tranches i.e 10'11 Rr 12'11 o f  the following nlonth 
for assessees whose turnovers exceed Rs.1.5 crore and above & below the 
said turnover category respectively 

4. C;S'T Amount uploaded (B2B) will appear at 'total maximum credit 
dvailable' to ilie Recipient and upon utilization o f  this credit, it would be 
deemed acceptance o f  the invoice (similar to methodology in Form 26AS 
under the provisions o f  lnco~ne l'ax Act, 1961). Recipient is welcome to 
utilize less than or equal to the total ~nax imum o f  credit available subject 
to rejection o f  credits that does not relate to him. 

5. Requiring 'acceptance' by the Recipient increases data traflic but more 
iniportontly forces fait-accompli on  the part o f  Recipient on al l  other 
aspects in the 'l'ax Invoice, which  nay yet need to be kept pending for 
further discussions with Supplier. For allowing credit, Recipient is not to 
be compelled to accept other matters such a s  IHSN, rate o f  tax, etc., and 
forego right to dispute them. 

6. I f  for wliatever reason, the facts stated in para 5 supra, is not acceptable 
the only other alternative would be, is that the buyer actually 'accepts' 
the credit - so that it is 'affirmed as genuine transaction by the buyer'. 
This will allow further analysis o f  habitually offending buyers without 
their taking recourse that they were 'innocent victims' 

7. As this is SUF Model is for a shor t /~ned iu~n  term solution, notification 
under section 168 o f  CGST Act, 2017 m a y  be issued to authorize this 
rnodel without any alnendinent to the law. Provisions o f  the law can be 
remain hut suspendecl until the long-term solution is rollecl out. 

8. Alternatively, amendment to the provisions relating to availability o f  
provisional credit in terlns of section 41 o f  CGST Act, 2017 would now be 



requircxl to he replaced with Llie confirmed credit based on supplier 
invoice uploading. 

,,, 9. 'The above proposal is in line with theme I'rust ilic 13usiness". It is a 
relation hetween the supplicr R. recipient who will check among 
tliemselves. 

10. In this SUF model, if a supplier effects an inter--State supply of goods E- 
way hill could he niandated to safeguard against shifting of State's 
revenue. lntra-State E-way bill under this mo~lel need not be resorted to 
as cr:edit and stoclc of goods relnains in that particular State and 
mandated within lntra-State will dilute its feature of simple user friendly 
  nod el. Assurning that this suggestion is :lot acceptable, it could be for 
transaction value of Rs. 1 laklis and above. 

11. 'I'here will be no change in the provisions relating to issuance of invoice, 
as it will he governed by the existing pro\~isions to cover the requii:ement 
of issuance of invoices or at  the time of rernoval of goods. 

72. The existing GS'TR For1-n-3B could be continued with auto population of 
data relating to 'total rnaximun~ credit available' with edit feature for the 
'extent' to which Recipient desires to utilize this credit. Input and taxes 
on the said autornated liability generated needs to be paid by the Supplier 
who will then file the return. 

13. In case a Supplier has uploaded a wrong or incorrect invoice, the supplier 
could issue an appropriate debit / credit note to tlie recipient to close that 
transaction. As such, there is no requirement of an edit feature. 

14. Restriction of the condition of receipt of Goods or Services for enabling 
credit under Section 16 of CGS'I' Act, 2017 may be suspended curi.ently 
and at a later point in time, based on certain conditions could be 
introduced (siinilar to Rule 37) whereby, deemed credit (along with 
applicah'e intc-.rc.s!) wo?!!d req~.!ired to be reversed by the recipient oitlle 
goods or servicw with in 180 days if it has not received the goods or 
services. It will ease the unnecessary reconciliatior-I at tlie Recipient's end 
in cases where the goods were supplicxl during the last week of month & 
receipt of such goods occurrrd in first week of the following month. In 
any case, reconciliation of receipt of services can not be verified. 



15. In case a Recipient utiliscs the ineligible credit or credit not available to 
him, then he is recluired to reverse the same along wit11 interest in terms 
of section 50 ol the C(.;S1' Act, 2017. 'l'his will in anyways be carried out 
by the liecipient as and when 11e files his returns in l'orrn GS'l'li 3H. 

16. Option of existing qua~.tcrly return would be done away in case of snial.1 
assessees as all assessees would be required to upload his return on 
inoi~tl~ly basis. 

17. Recipient's will not be allowed to avail any credit, if t11e Supplier does 
not upload the data ill the system. It may be little ha~:sh, but in time to 
come, assessees would prefer buying from establisl~ed Suppliers and 
sliall refrain from purchasing from protable defaulters/ evaders /entry 
operators. It will also be t11c responsibility of t11e buyers to effect 
purchases from the responsible suppliers. 

Precautions for Siinple User Friendly Model to safeguard the revenue 
interest: 

This model is based on self-assessment and susceptible to evasion, avoidance 
or frauds. 'Therefore, if no proper steps are taken in a timely manner, the ease 
of this model can result ill revenue leakages and credit litigations. We suggest 
the following steps be taken by the Government with the help of GSTN to plug 
the leakages and loopholes in time: ~ Date 1 Step to be taken - 

Upto 1001 of Allow assessces to submit outward supply 
~ m t h  
20Lh Allow assessees to file returns 
Montl1'0 ~ ~ -~ 

~~ .... 

25th Allow some grace time to all defaulters to suo moto file returns 
Month'O 

~~~ ~~ ~~ ~ ~~ ~ ~ 

26th GSTN to prepare list of persons who have not filed the 
Month'O montlily return / filed output return but not monthly return 

ai.id ,. 1-....,. 4.1-,. ,." .-,. ,..:A 
31Lols uts 3auls v v L u 1  uIc. <?e~ig~lj ted !T I U L  

CRIT/Covernlnent 
~~~ ---- ~ ~ ~ - . - ~  ~ ~~.~ ----- ---- .~ ...... 

301" of CBI'T/ Government to send first set of mails to the defaulting 
Montli'O assc.ssc?es who have not filed the returns wit11 simple reminder 

to file the return 
~ ~ ~ ~ -. ...... ............. ~ ~~~~ ~~... 

5"lof GS'I'N to recompile and send data 
Montlill for Month 0 L _J ~ ~ - . ~  ~.~ r ... 1 



25111 of 
Montli'l 
30'11 ol 
Montli'l 
upload 

d set of niai 
assessees with reminder to file tlic return 

it11 SMS & auto call. 
.. ............ 

of return defaulters pending 
for Month 0 

............... ............ .... ..... -- ... . ..... 

Government to send final set of mails to tlie defaulting - 
assessees witli reminder to upload tlie return clearly 
intiinating tlie consequences of tlie fact that lie shall not be able 
to upload at a later point in time. I le sliall also be intimated 
that any uploading at a later stage would envisage payment of 

~ - - .~ - ~ 

tax in advance. In case, in 1 ~iiontli time, if not rectified then he 
sliall be required to get his link reopened through 
'urisdictional officer. I . . . . . . . . . . .  _ .... ....... ~~ 

GSTN to recompile and send data of return dcfaulters pending 
for Month 0 and Government to take appropriate action on 
sucli defaulting assessees including block~ng their returns and 
output return data (Month 2 data even if uploaded shall not be 
available as credit to his buyers in Month 2). 

...................... - - - 

Other appropriate steps are also suggested for larger defaulting assessees: 

Any assessee not filing regular returns for 2 or niore months and having 
large exposures or otlier substantial risk factors based on his credentials, 
be suL>ject to immediate inquiry followed by special audits within 1 or 2 
~ n o n  ths. 

* If an assessee' s return is decided to be blocked, similar actlon of blocking 
returns should be made in respect of entities wliere any of the Directors 
or Partners or Proprietor or otlier Managing I'ersonnel of such defaulting 
entity are holding positions as Directors or Partners or I'roprietor or other 
Managing Personnel (related party concept). \We believe that the 
Government ~ i o u l d  be in possession of sucli data (may be irorn CBDT/ 
MCA) tlirougli which they can be tracked down. 

---. - ... ........... . A l e  ,...,, r ; , , , l . ,  "...-.- 1 :  1 . J  1 L- r c r  1.- 1 1 - - 2  r l -  
~ u C c ~ ~ L c a u v c ~ y ,  auyb111c:~ V V V U ~ U  l t a v r  LU p a y  "31 111 a u v a l  lcr  tii u p ~ u d u  ule 

invoices till he complies. IIe will be forced to do  this fast as ITC is not 
available. 

Persons who liave obtained new registration and undertake large 
transactions but have not field returns in any of tlie first three months 
should be subjected to early scrutiny by the dcpartrnrnt. 



Pattern indicaiing liigll risk must be subject to automatic seeking of 
inforinaiio~l tlirough a linlc. Asscssees did not submit the information 
sought in time, then system suggested above in case of defaulter be 
followed. 

Of course compliance? rating system as and when introduced call ialcc 
care of tlie defaulting assessees including discouraging buyers to deal 
witli lower rated vendors. 

Other measures to prevent leakage, while making the law simple and 
allowing the trade to self police itself, with quick action in case of unhealthy 
trends are examined as under: 

I .  'Tlie concept of clubbing he introduced, for those claimiiig tlie tliresliold 
or composition sclierne and for tliose wlio lia\ie multiple entities witli 
benefits dovetailing to a person 01. family in due course of time. 'This 
could be prospectively made applicable after 6 inontlis of tlie 
ameiidmeiit. 

2. Collection of additional informalion and using data iniriing with 
assislalice from GSTN could indicate areas of possible leakage. 

3. Fast track action ill cases of possible evasion (viz., past history, uriduly 
low margins, circular l~adiiig, spikes in supply, credit, comparison of 
ilidusf7.y inargiiis, irad itionall y low compliance iiidustries) could reduce 
the tax evasion. 

4. Special audit in case of suspicion could be made a inore frequent possible 
major check. 

5. Yearly audit formats including ratios and major reconciliations be used 
to highlights error whicli indicate major portion of leakage. 

6.  Many more initiatives can be thought of for plugging the loopholes over 
a period of l i m ~ .  

l'lie lCAl would be glacl to support in the exercise of ideiitification, obtaining 
the right information 011 s~tspicious transaction as well as the verification of tlie 
suspected errant assessees in a 1c.s~ invasive way. We could also assist in 
drafting ol the coiisequenlial provisions as may be needed. 



I t  may bc iiotecl Lliai aforc!said proposal is just a concept. I9li(3 aforesaid concept, 
i i ' rer lu i r~~i ,  may at a later point in time coulcl be changed over to tax payment 
and returns filing. I_)atc of this cliangc over may be hascd on various operational 
parameters and rcwenue /trade consiilrrations ol this model. 

We shall he glad to provide any further input as may be required ancl CA. 
Madhulcar N I-liregange, Chairman and CA. Sushil <;oyal, Vice-Chairman, 
Indirect 'Taxes Conii~iittee assisted by CA. Sharad Singhal, Secretary, Indirect 
Tases Committee at idtc@icai.in . .. .~ ... or 011 20-3045954 will be i11 touch with you in 
case of any clarification. 

Yours faithfully, 

President, ICAI 

Copy to: 
1. Sh. Sushil Modi, Deputy Chiel Minister & Hon'hle 1;iliance Minister, 

Bihar 

2. Dr. I-Iasmukh Adhia, Finance Secretary(R), Departrncnt of Revenue, 
Ministry of I;inance, Government of India, North Block New Dellii - 110001 

3. Ms. Vanaja N. Sarna, Chairperson, CRIT, Depdrtinent of Revenue, 
Government of India, North Block, New Delhi - 110001 

4. Shri Pralcash Kumar, Chief Executive Officer, Goods & Services Tax 
Networlc, World Inark 1, 4111 Floor, Tower-B, Aero Clity, East wing, New 
Dellii -- 1 1 0037 

5. CA. Uyender Gupta, Commissioner, GSI', Departinmi of Revenue, 
Govrrnment of Ind~a ,  North Block, New Delhi - 110001 

6. Sh. Arun Goyal, Aciciitional Secretary, Office of the C0od.s & Services l'ax 
Council, Tower--11, 5th l:loor, Jeevan Bliarti Building, New Delhi -110001 




