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17 Shri Rajan Pillai, The Indore Customs House Agents Association, 405, Alankar
Point, Geeta Bhawan Square, A B.Road, Indore.

18 The Chairmian Association of Industries Madhya Pradesh, 6, Polo
Ground, Above State Bank of India, Indore.

19 The Chairman, The Madhya Pradesh Textile Mills Association, Jail
Sabhagraha, 56/1, South Tukoganj, Indore.

20 The Chairman, All India Manufacturers Organisation, 10, Polo Ground,
Industrial Es tate Indore- 452003.

21 The Chairman, Indore Branch of CIRC of ICAl, ICAl Bhavan, Plot
No.19-B, Scheme No.78, Near SICA School, Indore.

22 The Chairman, Tax Practioner's Association, Room No.17, Ground -

Floor, Aayakar Bhavan (Main Building), Opposite White Church, Indore.
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TRADE NOTICE NO.62/2018-19 Dated: 02.01.2019
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Subject: Deniai of composition option by tax authorities and effective date thereof
reg.

Copy of Circular No.77/5122018-GST dated 31.12.2018 issued under I'. No. 2016 04:2018-
GST Commissioner (GST), Government of India, Ministry of Finance, Department of Revenue,
CBIC. New Delhi is communicated herewith.
2 The contents of the Trade Notice may be brought to the knowledge of all constituent members
of Trade Associations/ Chamber of Commerce and Industry/Members of RAC and all others
concerned persons under the junisdiction of CGST Commissionerate Indore. \J

(Issued from file C. No. l{Gen)30-01/18-19/GST/ 1)

‘\'\)“A 1.’ \-\ 5
(Neerav Kumar Mallick)
Commissioner

To.
As per maithng fist.

'.Cop}' of Circular No.77/51/2018-GST dated 31.12.2018 issued under F. No. 20.16,04:2018- |
GST Commissioner (GST). Government of India, Ministry of Finance. Department ol"
Revenue. CBIC. New Delhi. ‘




Circular No. 77/51/2018-GST

F. No. CBEC-20/16/04/2018-GST
Government of India
Ministry of Finance
Department of Revenue
Central Board of Indirect Taxes and Customs
GST Policy Wing

*RARR

New Delhi, Dated the 31° December. 2018

To,

The Principal Chief Commissioners/Chief Commissioners/Principal Commissioners/

Commissioners of Central Tax (All)
The Principal Directors General/Directors Generai (All)
Madam/Sir,

Subject: Denial of composition option by tay 2uthorities and effective date thercof - Reg,

Rule 6 of the Centiul Goods and Services Tax Rules, 2017 (aereinalter referred to as
the “*CGST Rules™) deals with the validity of the composition levy. As per the said rule, the
option: exercised by a registered person 1o pay tax under the compesition scheme shall
remain valid so long as he satisties the conditions mentioned in section 10 of the Central
Goods and Services Tax Act, 2017 (hereinafies referred to as the “CGST Act™) and the
CGST Rules. The rule lays down the procedure for withdrawal {rom the composition scheme
by a taxpayer who intends to withdraw 1‘r01ﬁ the said scheme and also the procedure for
denral of option to the taxpayer to pay tax under the said scheme where he has contravened
the provisions of the CGST Act or the CGST Rules.

2, In this connection, doubts have been raiscd as to the date from which withdrawal
from the composition scheme shall take effect in a case where the composition taxpuyer has
exercised such option to withdraw. Doubts have also been raised regarding the eftfective date
of denial of the option to pay tax under the composition schemec where action has been
initiated by the tax authorities to deny such option to the composition taxpayer. Further,
clarification has been songht regarding the follow up action to be taken by the tax authorities
when the composition option is denied to the taxpayer retrospectively. In order 1o clarity
these issues and to ensure unifermity in the implementation of the provisions of the law
across field formations, the P+ ard, in exercise of its powers conferred by section 168 (1) of

the CGST Act, hereby clarifics the issues raised as below.
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Circular No. 77/51/2018-GST
3. Sub-rule (2) of rule 6 of the CGST Rules provides that the composition taxpaver shall
pay tax under sub-section (1) of section 9 of the CGST Act as a normal taxpayer from the
day he ceases to satisfy any of the conditions of the composition scheme and shall issue tax
invoice for every taxable supply made thereafter. Sub-rule (3} of rule 6 of the CGST Rules
provides that the registered person who intends to withdraw from the composition scheme
shall, beforc_thc date of such withdrawal, file an application in FORM GST CMP-04 on the
common portal. He shall file intimation for withdrawal from the scheme in FORM GST
CMP-04 within seven days of the occurrence of such event,
4. As per sub-tule (4) of rule 6 of the CGST Rules, where the proper officer has reasons
1o beliave that the registered person was not ehigible o pay tax under section 10 of the CGST
Act or has contravened the provisions of the CGST Act or the CGST Rules. he may issue a
nottee o such person in FORM GST CMP-43 10 show cause as to why the option to pay tax
under secion 10 of the CGST Act shall not be denied. Upon receipt of the reply to the show
cause notice from the regisiered person in FORM GST CMP-06, the proper officer shall, in
accordance with the provisions ol sub-rule ¢35 ot rule 6 ot the COGST Rules. issue an order in
FORM GST CMP-07 within a peried of thirty davs ot the seceipt of such reply. cither
accepting the replv. or denving the option 1o pay ax under section 10 of the CGST Act from
the date of the option or from the date of the event concerning such contravention, as the
case may be.
5. It is claritied that in o case where the taxpayer has sought withdrawal tfrom the
composition scheme, the effective date shall be the date indicated by him in his
inttmation/application filed in FORM GST CMP-04 but such date may not be prior to the
commencement of the financial yvear in which such intimation‘application for withdrawal is
bemng tiled. 1 at any stage it is tound that he has contravened any of the provisions of the
CGST Act or the CGST Rules, action may be inittated for recovery of tax. interest and
penaity. In case of denial of option by the tax authorities. the effective daie «f such denial
shall be from: a date. including any retrospective date as may be determined by tax
autho:ities, but sha:l not be prior to the date of contravention of the provisiens of the CGST
Actor the CGST Rules. In such cases, as provided under sub-section (5) of section 10 of the
CGST Act. the proceedings would have to be ipitiated under the provisions of section 73 or
section 74 of the CGST Act for determinaiion of tax. interest and penalty for the period
starting from the date of contravention of provisions till the date of issuc of order in FORM
GST CMP-07. 1t is a]so‘cluriﬁcd that the registered person shall be liable to pay tax under
section 9 of the CGST- Act from the dute of issue of the order in FORM GST CMP-07.
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Provisions of =ction 18(1)(c) of the CGST Act shall apply for claiming credit on inputs zld

in stock, inputs contained in semi-finished or finished goods held in stock and on capital

goods on the date immediately preceding the date of issue of the order.

(Upender Gupfa)
Commissioner (GST)
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