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The 22nd Goods and Service Tax (GST) council meeting held on 6th October 2017 was primarily targeted towards 

providing liquidity respite to exporters as well as lowering of compliance burden for small and medium enterprises 

(SME). CRISIL Research believes that the government’s move to relax IGST for six months and faster processing of 

refunds for exporters, would address their liquidity issue and improve business efficiencies in the short term. 

Moreover, reducing compliance burden for SME would widen the tax base under GST. Further, tax rates have been 

reduced on air conditioned (A/C) restaurants from 18% to 12%. 

Lowering compliance cost for SME to widen the tax base 

Implementation of GST burdened the SME sector following increase in compliance cost on account of filing 3 monthly 

returns and 1 annual return (total 37 returns per annum). In the 22nd GST council meeting, the Government eased 

return filing process from monthly to quarterly for SME’s who have annual turnover of less than Rs 150 million. 

Government also raised the annual turnover limit under composition scheme from Rs 7.5 million to Rs 10 million, 

enabling players to pay taxes at concessional rate. CRISIL Research believes that quarterly return filings by SME 

and increasing the turnover limit under composition scheme would widen the tax payer’s base.  

Moreover, government had earlier mandated reverse charge mechanism under which large entities pay taxes on 

behalf of their supplies from unregistered SMEs. This was creating an additional tax burden on the large entities. 

Hence, they were not preferring to route through unregistered SME’s. The recent Council meeting removed the 

reverse charge mechanism up to March 2018, which provides a short term relief to SME. 

Working capital crunch eased for exporters due to removal of IGST and faster refunds  

Exports of goods or services have been zero rated under GST. However, to claim the input tax credit on inputs used 

in the manufacture of exported finished goods, exporters either have to pay IGST which can be claimed as refund 

after the goods have been exported, or export under bond/Letter of Undertaking (LUT) without payment of IGST.  

Typically, small sized exporters face challenges in availing of bank guarantees. Hence, they have to pay IGST on 

exports, and as refunds take time to process, it resulted in stretched working capital. CRISIL Research believes that 

removal of IGST on exports for six months and faster refunds will ease the working capital requirement and improve 

business efficiencies in the short term for exporters.  
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About CRISIL Limited  

CRISIL is an agile and innovative, global analytics company driven by its mission of making markets function better. We are India’s 

foremost provider of ratings, data, research, analytics and solutions. A strong track record of growth, culture of innovation and global 

footprint sets us apart. We have delivered independent opinions, actionable insights, and efficient solutions to over 100,000 customers. 

We are majority owned by S&P Global Inc., a leading provider of transparent and independent ratings, benchmarks, analytics and data 

to the capital and commodity markets worldwide. 

For more information, visit www.crisil.com 

Connect with us: LINKEDIN | TWITTER | YOUTUBE | FACEBOOK   

About CRISIL Research  

CRISIL Research is India's largest independent integrated research house. We provide insights, opinion and analysis on the Indian 

economy, industry, capital markets and companies. We also conduct training programs to financial sector professionals on a wide array 

of technical issues. We are India's most credible provider of economy and industry research. Our industry research covers 86 sectors 

and is known for its rich insights and perspectives. Our analysis is supported by inputs from our large network sources, including industry 

experts, industry associations and trade channels. We play a key role in India's fixed income markets. We are the largest provider of 

valuation of fixed income securities to the mutual fund, insurance and banking industries in the country. We are also the sole provider of 

debt and hybrid indices to India's mutual fund and life insurance industries. We pioneered independent equity research in India, and are 

today the country's largest independent equity research house. Our defining trait is the ability to convert information and data into expert 

judgments and forecasts with complete objectivity. We leverage our deep understanding of the macro-economy and our extensive sector 

coverage to provide unique insights on micro-macro and cross-sectoral linkages. Our talent pool comprises economists, sector experts, 

company analysts and information management specialists. 
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