IndiaTech Letter dated 18 April 2022:

Many small businesses moved online over time and found that selling online granted them access to consumers in different geographies, helped them scale and manage their cash flows and gave some degree of resilience to pandemic-related risks that involved lockdowns, market closures and reduced footfalls.  But many of these businesses today face a regulatory challenge on going digital. 

Section 24(ix) of CGST Act, 2017, states that “any person who supplies goods through an e-commerce operator, is required to compulsorily register under GST, irrespective of the turnover of such persons”. Accordingly, even where the turnover does not cross the prescribed threshold for GST exemption laid under the GST law, they would still be required to register for the tax and undertake all subsequent periodic compliances.  

A majority of the MSMEs and small businesses that have gone online and currently face challenges due to the mandatory registration requirements that get triggered as soon as they decide to sell any of their goods online, even if their overall annual turnover is well below the threshold of 40 lakhs in case of supply of goods and 20 lakhs in case of supply of services. This puts small businesses desirous of selling online at a severe disadvantage, in terms of additional costs and compliance formalities that kick in. The threshold limits were originally thought through by the GST Council and brought in because small businesses could neither afford nor comply with such requirements. 

As Indiatech.org, we had raised this issue with Ministry of Finance as well as tax authorities. We have been indicated that the likely reason for this is that the INR 40lakh threshold limit does not apply for inter-state sale and is available as exemption only for trade within the state. Hence in case of an online sale, there is a likelihood that the customer may belong to another state and therefore result in an interstate sale and hence the mandatory registration requirement.  

If the above has been the motivation behind such a clause then ideally the MSME ministry in the interest of MSME’s and small businesses should recommend that the exemption limit for small businesses should apply irrespective of whether the sale happens in state or outside. This will ensure that the mandatory requirement for having to register and pay GST because they come online and therefore lose the exempt status can be overcome and will encourage more and more MSME’s to go online.  

IndiaTech.org requests and recommends that this requirement be removed in case of online selling which would encompass inter-state selling and an alternative authentication process be put in place involving PAN, bank account, etc. This issue must be looked into and notified at the earliest.






IndiaTech letter dated March 

We would like to bring to your attention a recent GST notification that has a significant impact for passengers and online startup eco-system in the travel space. 

Transportation Services provided by way of non-air-conditioned contract carriage and stage carriage are currently exempt from payment of GST vide Notification No 12/2021-CGST (Rate) dated June 28, 2021. However, the government, vide Notification 16/2021-CGST (Rate) and Notification No 17/2021-CGST (Rate) dated November 18, 2021, intends to make the online operators liable to pay GST in respect of these services, when supplied through any online means. Thus, the aforesaid services which are per se exempt under GST law become taxable merely because they are supplied online through many travel startups. 

The above move will not only increase the overall cost of such services booked through online means as compared to the same booked offline by standing in the bus top or queuing in places where tickets are sold but also be counter to startups emerging in this space and unnecessarily force travelers to book tickets offline which may never have been the intent of the government that aims to promote Digital and startup growth.  

Thus, the aforesaid services which are per se exempt under GST law become taxable merely because they are supplied online. The above move will increase the overall cost of such services booked through online means, as compared to the same booked through offline channels. Since the aforesaid services usually cater to highly price sensitive customers who come from poorer strata of societies and rural areas, this undue distinction would deter the customers from making the bookings online as well as suppliers from listing on online channels that give ease of access to such bookings. 

Such categories of services are availed by a large strata of society and will unnecessarily increase the overall cost of such services when booked online, thereby forcing commuters to queue back at bus-ticket counters and stations, which is undoubtedly risky in these pandemic times. This will, in turn, defeat the government’s move of ‘Digital India’.   

 In the aforesaid context, it is humbly submitted that the amendment proposed to be made effective and vide Notification No 16/2021-CGST (Rate) dated November 18, 2021 and Notification No 17/2021-CGST (Rate) dated November 18, 2021 should be withdrawn, to continue exemption on transportation services provided by way of non-air-conditioned contract carriage and stage carriage, whether or not supplied through online means. This will remove the distortion in the offline vs online channel, provide a level playing field, and encourage small service providers to continue getting market visibility and provide services online. 

 Given this context, IndiaTech.org requests and recommends restoration of GST exemption on passenger transportation services by non-air-conditioned stage carriage and contract carriage, when supplied through online means through e-commerce operators.
