
 

Issue 3:  Viability Concerns- Compliance & Obligations    
Concerns of Industry 

On 24th March, the Hon’ble Prime Minister, announced the 
lockdown. Albeit necessary, it was sudden, with virtually no time 
to anyone including business for recalibration and redesigning. 
The immediacy led to disruption on all counts (supply chain, 
production, personnel etc.) of business- underlying the universal 
concern of statutory compliance and contractual obligations. As 
the lockdown enters version 3.0, the situation has aggravated 
and so have the concerns on compliance.     

ELP’s Insights 

▪ Section 168A to the CGST Act was promulgated to ease 
compliance burden under GST. Immediately, Notification 
35/2020-Central Tax dt. 3rd April 2020 was issued, extending 
the time limit for completion or compliance of any action 
falling between 20th March 2020 to 29th June 2020 to 30th 
June 2020. The Notification specifically relaxes statutory 
filing deadlines such as appeals, replies, applications etc.  

▪ The Notification seemingly excludes various vital scenarios 
like time of supply, time period for availing of ITC, time period 
for sale on return supplies, making payment to vendors, 
disallowance of ITC in case of gifts, goods lost, damaged etc.  

▪ The relaxation remains confined to compliances due in this 
specified period. It is silent on scenarios which arise 
immediately outside the specified period. Few of such 
scenarios could be return of inputs/ capital goods sent to job 
worker, statutory filings, etc. which will be due immediately 
after the lockdown. Ideally, the lockdown period should be 
excluded for computing time period for any such 
compliances.   

▪ The concession also seems half-hearted as the option of 
delayed payment of tax is not with a complete waiver of 
interest, as done globally.  It comes with a high rate of 
interest at 9%, when, ironically, RBI has itself slashed the repo 
rate. It may also have to be seen as to when the enactment, 
to charge interest only on the net tax liability, will be made 
effective retrospectively.  

▪ In any event, business cannot blindly opt for these 
relaxations. Exporters opting for such relaxation, will 
inevitably witness delay in getting refunds. Every business 
will have to assess the position separately qua each 
registration, keeping in mind accumulation of ITC, export 
supply, inverted duty supply, exempt supply etc.  

▪ The continued lockdown seems to throw everyday new 
commercial challenges qua operations.  These are leading to 
increase in procurement costs coupled with unavoidable tax 
cost thereon.  Import dependent entities have/ will continue 
to witness unprecented spike in procurement cost of raw 
materials, which inevitably will multiply associated ad-
valorem tax costs, creditable or otherwise. The logistics cost 
has also spiraled up, with dual tax consequences on certain 
occasions (say ocean freight). On an urgent basis, the 
affected business should re-evaluate alternate tax efficient 
sourcing strategies, bearing in mind various FTA exemptions/ 
concessions, pre-export procurement schemes under FTP 
etc. 

▪ Equally hit are those business that operate on import parity. 
They are witnessing price pressure owing to global factors 
and domestic lockdown status. Such business should explore 
various trade remedial measures such as safeguard, anti-
dumping etc. 

▪ Industry segments which already are reeling under economic 
crisis, undoubtably, are the worst hit. The Government 
should urgently offer stimulus packages as well as tax 
concessions, if these segments are to remain viable.  
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▪ Take a decision on opting for relaxation after 

complete evaluation.  
▪ If ambiguity around coverage of compliance, suitable 

disclosure letters be filed, while availing 
corresponding benefit, to avoid future disputes.  

▪ Analyze tax arbitrage under various schemes/ 
methodologies to neutralize the impact of inflated 
tax cost. 

▪ Initiate pre-emptive action under various trade 
remedial measures to ensure competitiveness and 
viability of domestic industry.    

▪ Industry should represent for relief package 2.0, 
seeking specific stimulus for the respective segment.    

Practical pointers for industry 
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