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File No: 106/26" GSTC Meeting/GSTC/2018
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 28 February, 2018

Notice for the 26" Meeting of the GST Council scheduled on 10 March 2018

The undersigned is directed to refer to the subject cited above and to the earlier meeting
notice dated 21 February 2018 and to say that in view of the extensive agenda items for
discussion, the 26Meeting of the GST Council will now be held on 10 March 2018 at Hall
No 2-3, Vigyan Bhavan, New Delhi. The schedule of the meeting is as follows:

X Saturday, 10 March 2018 : 11:00 hours onwards

,Q DGGLWLRQ DQ 2IILFHUTYY OHHWLQJ ZLO®, HigyakHO G RQ
Bhavan, New Delhi as follows:

x Friday, 9 March 2018 : 14:30 hours onwards

3. The agenda items for the'2®eeting of the GST Council will be communicated in due
course of time.

3OHDVH FRQYH\ WKH LQYLWDWLRQ WR WKH +RQYEOH OHPI
Meeting.

-Sd
(Dr. Hasmukh Adhia)

Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653

Copy to:

36 WR WKH +RQYEOH OLQLVWHU RI )LQDQFH *RYHUQPHQW
WKH UHTXHVW WR EULHI +RQTEOH OLQLVWHU DERXW WKH DI

36 WR +RQYEOH OLQLVWHU RI 6W D W Hrth BLOgkDNE® Belhi* RY HU Q P
ZLWK WKH UHTXHVW WR EULHI +RQYEOH OLQLVWHU DERXW \

3. The Chief Secretaries of all the State Governments, Delhi and Puducherry with the request
to intimate the Minister in charge of Finance/Taxation or any other Minister nominated by the
State Government as a Member of the GST Council about the above said meeting.

4. Chairperson, CBEC, North Block, New Delhi, as a permanent invitee to the proceedings of
the Council.

5. Chairman, GST Network

Page3 of 191

Detailed-Agenda Note 26th GSTCM



10.
11.

12.
13.
14.
15.

Agenda Items for the 26 Meeting of the GST Council on 10 March 2018

Confirmation of the Minutes of 25GST Council Meeting held on #8anuary, 2018

Deemed ratification by the GST Council of Notifications, Circulars and Ordersddsy the
Central Government

Decisions of the GST Implementation Committee (GIC) for information of the Council
Review of Revenue position for the month of January and February, 2018 under GST
Accounting for provisional settlement of IGST and devolution of balance 1GS%e and of
any financial year

Amendments to Anti-profiteering Rules

*ULHYDQFH 5HGUHVVDO OHFKDQLVP LQ *67 UHJLPH LQ OLJKW
Courts of Allahabad and Mumbai

Extension of suspension of reverse charge mechanism under section 9(4) of th&&@GST
2017, section 5(4) of the IGST Act, 2017 and section 7(4) of the UTGST Act, &@i7
provisions relating to TDS (section 51) and TCS (section 52)

Minutes of &' and 7 Meeting of Group of Ministers (GoM) on IT Challenges in GST
Implementation for information of the Council and discussion on GSTN issues

Decision of date of reintroduction of e-Way Bill requirement

Status of e-Wallet scheme for exports and decision on continuance of payment dfilGgjh
advance authorization, EPCG, etc. / exemption to EOU and SEZ units

New System of Return Filing

Applicability of Goods and Services Tax on Extra Neutral Alcohol (ENA)

Any other agenda item with the permission of the Chairperson

Date of the next meeting of the GST Council
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'LVFXVVLRQ RQ $JHQGD

Agenda Item 1: Confirmation of Minutes of 28" GST Council Meeting held on 18 January, 2018

Draft Minutes of the 25" GST Council Meeting held on 18 January, 2018

7TKH WZHQW\ ILIWK OHHWLQJ RI WKH *67 WRM@ERXO0Q KIHOUH ZOMI \
RQ -DQXDU\ LQ 9LJ\DQ %KDZDQ 1HZ 'HOKL XQGHU WKH &K
Finance Minister, Shri Arun Jaitley (hereinafter referred tokasit KDLUSHUVRQ $ OLVW RI
Members of the Council who attended the meeting Anaexure 1. A list of officers of the Centre,
the States, the GST Council, the Goods and Services Tax Network (GSTMjaayd who attended
the meeting is aAnnexure 2.

2. The following agenda items were listed for discussion in th@VRiting of the Council+

1. Confirmation of the Minutes of 24GST Council Meeting held on 16 December 2017

2. Revenue collected in the month of November and December 2017 under Goods and Services
Tax, including the revenue accruing to Centre and States through settlement of funds

3. Deemed ratification by the GST Council of Notifications, Circulars @nders issued by the
Central Government

4. Decisions of the GST Implementation Committee (GIC) for information of the Council

o,

Minutes of 4" and % Meeting of Group of Ministers (GoM) on IT Challenges in GST
Implementation for information of the Council and discussion on GSTN issues

S5HFRPPHQGDWLRQV RI WKH p&R PSmipificatianof REuimsiovdénGSY )LOLQ
Issues recommended by the Law Committee for consideration of the GST Council

Recommendations of the Committee on Handicrafts

© 0o N o

Changes proposed to be made in the CGST Act, 2017, SGST Acts, the IGST Act, 2017 and the
GST (Compensation to States) Act, 2017

10. Issues recommended by the Fitment Committee for the consideration of the GST Council
i. Recommendations on Goods
il. Recommendations on Services

11. Carry forward items from the previous Council Meeting

i Presentation on GST in Real Estate sector
il. Incentivising Digital Payments in GST regime

12. Transfer of shares of Empowered Committee (EC) in GSTN to the State of Telangana
13. Any other agenda item with the permission of the Chairperson

i.  Proposal to declare the sale of goods in Customs bonded warehouse and goods sold as
KLJK VHD VDOHV DV pQR VXSSO\T XQGHU 6FKHGXOH ,,, R
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ii.  Proposal to reduce penalty under section 122(1)(xiv) of CGST Act, 2017 (e-way bills)
in exercise of powers under section 128 of the Act

iii. Restriction of Transitional Credit in certain cases through the provision fowetmof
difficulty under Section 172 of CGST Act

iv.  Exclusion of Cesses not specified in the list of eligible duties from Transition

14. Date of the next Meeting of the GST Council

3. The HonEOH &KDLUSHUVRQ ZHOFRPHG WKH +RQYEOH OHPEHUV |
-DL 5DP 7TKDNXU +RQYEOH &KLHI OLQLVWHU RI WRB RERX®D BUD GHE
SODFHG RQ UHFRUG WKH &RXQFLOTV DSSUH mauindry RI@ edrlieW KH FR(
Member of the Council from Himachal Pradesh. After these preliminary corsmignat Hon'ble
Chairperson took up discussion on the agenda items.

Discussion on agenda items

Agenda item 1: Confirmation of the Minutes of the 24 GST Council meeting held on 16
December, 2017

4, Dr. Hasmukh Adhia, Union Finance Secretary and Secretary, GST Council (hereafafred

WR DV pWKH 6HFUHWDU\Y LQIRUPHG WKDW WRH PRFKDQPFPHQ® W
YHUVLRQ 37K HisteRi@rfi Rgadtham €pggested to start inter-State and intra-State e{Way Bi
V\VWHP WRJHWKHU IURP JHEUXDU\ RU $SUR® 5D MDYV WK DW
UHFRUGHG LQ SDUDJUDSK Rl WKH 0L QXW Hter ffdnVREjasthEkrH RO O R
stated that they were a part of the pilot programme of e-Way Bill ingleation starting from

20.12.2017 and that they were ready for inter and intra-State implementation from 1c2.2@13018,

on whatever date the Council decidedH VXSSRUWHG WKH YLHZ RI WKH +RQTEOH
there should not be any distinction between the date of implementation of e-Whay Bdth inter and

intra-6 WDWH WUDQVDFWLRQV § 7KH &RXQFLO DJUHHGerWdin FKDQJH
Rajasthan recorded in paragraph 6.13 of the Minutes, as proposed above. The Secitethrigny

other comments on the Minutes. No other comments were received.

5. In view of the above, faigenda item 1the Council decided to adopt the Minutes of thé 24
Meeting of the Council with the following change:

5.1. 7R UHSODFH WKH YHUVLRQ RI WKH +RQYEOH OLQLYXWAKIVIURP
ZLWK WKH IROORZLQJ p7KH +RQ EOH OLKH\VXVHIH | D RSpddd WM R V W/ K
programme of e-Way Bill implementation starting from 20.12.2017 and that theyaeehe for inter

and intra-State implementation from 1.2.2018 or 1.4.2018, on whatever date the Council ddeided.
VXSSRUWHG WKH YLHZ RI W Kydna &@h§re Shblul@ haDhe\ANy distintlibR hetwden

the date of implementation of e-Way Bill for both inter and it DWH WUDQVDFWLRQV 1|

Agenda item 2: Revenue collected in the month of November and December 2017 under Goods
and Services Tax, including the revenue accruing to Centre and States through settlemehtunds

6. The Secretary invited Shri Udai Singh Kumawat, Joint Secretary, DepartmBavenue
(DOR), to make a presentation on this Agenda item.

6.1. The Joint Secretary, DOR, made a presentation (attaclethesure 3 of the Minutes). He
informed that revenue collection during the month of November, 2017 was Rs. 8%&3ara during
December, 2017, it was Rs. 83,716 crore. He stated that the revenue collection showed a declining
trend. He stated that the combined revenue shortfall for States during the montlewioRnv2017,

Page7 of 191

Detailed-Agenda Note 26th GSTCM



after taking into account 14% assured rate of growth and the CGST ands8tB&Tient, was Rs. 8,989
crore and during December, 2017, it was Rs. 8,894 crore. He stated that as the codlettiipn of
Cess was around Rs. 7,500 crore, the combined revenue shortfall of the States in excesaaifirihis
was a cause for concern. He added that steps had already been initiagdve mevenue collection
by introduction of e-Way Bill system and initiating the proposal for irvanratching. He observed that
States with less than 10% revenue shortfall were Mizoram, Arunachal Pradesh, MBaimpiiNadu
and Maharashtra. He pointed out that for Tamil Nadu and Maharashtra, revenud,shfeetféaking
into account 14% assured growth rate, was very small at 6% and 7% respeuathiech was very
commendable. He stated that eight States had revenue shortfall between 10% and 20%wwearkthese
Telangana, Delhi, Nagaland, Andhra Pradesh, Haryana, Uttar Pradesht &wjdRajasthan. He stated
that the biggest area of concern was with respect to States having kbrifelre than 20% in
December, 2017, which included 18 States.

6.2. The Hon'ble Minister from Jammu & Kashmir stated that for smal&esStike Jammu &
Kashmir, the tax base would be small whereas the tax base of a big StateHikadé&a would be
very large, and therefore, even a 7% revenue shortfall in terms of absolute qoar¢éwemue would
be much higher for Maharashtra than 36% revenue shortfall for the State ofi &atdashmir. He
added that the higher tax revenue collection of Tamil Nadu and Maharashtra need ssaritgte on
account of better tax collection effort but it was because they would heggetiubstantial share of tax
revenue from services, which they were not getting earlier. He added ¢hedstlits of revenue
collection figures were so far counter-intuitive as the consumption Statesnet getting higher
revenue as they were expected to. The Secretary stated that for bigger Stagesetenue could also
be explained by higher consumption in addition to additional revenue from Service Tax.

6.3. The Hon'ble Minister from Punjab stated that his State had suffered a huge shortfall of revenue
of about 45% in December, 2017 and requested Dr. Arvind Subramanian, Chief Economic Advisor,
Ministry of Finance, to conduct a study as to why the tax revenue of Punjab haddaiteeply which

was not expected. The Secretary stated that earlier Punjab was getting revéeusuochiase tax for

food grains exported to all other States, whereas now under GST, due to it lestigatidn-based tax,
Punjab was getting revenue only to the extent of consumption by its citizens.

6.4. The Hon'ble Deputy Chief Minister of Bihar stated that an amount of Rs.1,35¢080Mas

lying in the IGST account, which had not been settled as yet. He suggestedstaatatint could be
distributed among the States. The Secretary stated that there wamp bfdime between the point of
production of goods and the point of sale and that the revenue would accrue to both the Cent
Government and the State Governments when goods were actually sold in the maikiter JKEST

would remain accumulated and expressed hope that after three months, revenue would itk up w
goods being actually sold to buyers. He stated that this would lead to redudtienaiccumulated
amount of IGST and increase in the IGST settlement amount. He added that some amothd f

IGST kitty, such as the input tax credit on exempt goods, would get devolved totdse $Htawever,

as per the law, this could be done after the expiry of due date for furniskirmgnninal return. He
suggested that a provisional settlement from IGST account could be done ondhe thes accrued
amount and final settlement could be done later on. The Hon'ble Chairperson olisatvie
settlement amount for CGST and SGST was increasing over the months and expresspe that
VXUSOXV LQ WKH ,*67 DFFRXQW ZRXOG FRPH GRZQ LQ WKH FRPLC
would also partly be met by increase in the IGST settlement amount. The Hon'ble Cleipéitdinister

of Delhi suggested that the accumulated amount of Rs.1,35,000 crore should be reflgctestate
ledgers. The Secretary explained that IGST amount was a pooled amount and it was reat Stfesct
ledger-wise. A supplier in one State could use the IGST credit though IGST was paid in another State.
He stated that only a provisional settlement of some amount could be given whichedalsed on
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the base revenue figure of 2015-DQG 6WDWHVY VKDUH LQ WKH VDPH 7KH +R(
of Delhi observed that a large amount was lying idle under IGST. The Seafetdiied that this
amount actually constituted part of the Consolidated Fund of India.

6.5. The Hon'ble Minister from Jammu & Kashmir suggested to transfer 508 sfitplus IGST
amount to create a Transition Financing Facility, and use this amount for purgesesplort refund,
compensation to States and for liquidity management issues. The Hon'ble MirosteKerala
suggested that Rs.1 lakh crore could be taken out from the accumulated IGST acdailiatributed

to the States on provisional basis. The Secretary stated that the amount collecté@Shdeuld not

be used for any purpose other than settlement of funds between Centre and Statdwer-seifgested
that out of Rs.1,35,000 crore lying in IGST account, a sum of Rs. 35,000 crore could be takeh out
GLYLGHG HTXDOO\ EHWZHHQ WKH &HQWUH DQG W KKV B8WDXNWNWHHGD D\
a provisional settlement to different States based on their share ofionllettaxes subsequently
subsumed under GST during the base year 2015-16. He added that necessary chaegesind be
made for this. The Hon'ble Deputy Chief Minister of Bihar supported this sugge&tian Council
agreed to this suggestion.

6.6. The Hon'ble Minister from Kerala stated that the data presented showeddadwattager of return

filing had gone down and the projection of revenue for December 2017 was based on low return filing.

He stated that the other question was regarding other forms of leakage of rdtemieserved that the

consumer States were lagging in revenue collection and their settlement BdnsthGuld have been

higher. He added that presently, the figures of tax from SGST and IGST setteeneratimost the

same, whereas due to the destination principle, higher taxes should have accrueahnsutiner States
WKURXJK ,*67 VHWWOHPHQW +H DGGHG WKDWHW\WG®HP&HG@W RRKAIRO
DURXQG pu [T IRU WKH FRQVXPHU 6WDWHY OLNH VWHJPWIDD O +HHKR B
leakage in the inter-State movement of goods.

6.7. The Secretary stated that the experience showed that initially, due to fatatohgetc., return
filing was high but now over a period of time, the taxpayers had started takamyit He stated that e-
Way Bill system was being introduced to plug revenue leakage. He observed tretithdiling
system also needed to have a method of invoice-wise matching. He added that diffeveree BET

and VAT period was that in the GST regime, the power of information technotadd be harnessed.
He stated that it would be preferable to start a system of return filthgrwoice matching from 1
April, 2018. He observed that the e-Way Bill system was to be introduced frabruary, 2018. He
stated that from now onwards, all officers of State Governments and the Centrair@aviewould
need to get into some kind of enforcement action as the figures of revenue collection from ammposit
taxpayers was shockingly low.

6.8.  The Hon'ble Chairperson®HUYHG WKDW ,*67 ZDV SDUW RI WKH DQVZH
another reason for the problem could be due to non-compliance. He observed that the problem of non-
compliance would be common to all States. He stated that presently, the taxstdtmns were

working on the basis of trust but analysis of data showed that some anti-evasion std@dsomeed

to be taken. Shri R.K. Tiwari, Additional Chief Secretary (ACS), Uttad®sh, stated that his State

had one of the largest number of composition dealers (about 3 lakh) and their twasaso on the

lower side. Despite this, the revenue of Uttar Pradesh had been good and one rehsondoid be

their early implementation of e-Way Bill system from August, 2017 and imposifi heavy penalty

for violation of the e-Way bill rules. He stated that this would have helmad th better revenue

recovery. He supported undertaking enforcement action.

6.9. The Hon'ble Chief Minister of Puducherry stated that there was a large inflow of tourists in his
State but revenue was not growing. He hoped that with the introductesivaly Bill system, evasion
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of tax would be reduced. He emphasised the need for the States to keep a watcharrshespecially
the big ones. Shri Somesh Kumar, Principal Secretary (Revenue), TelanganahatdisoState had
been collecting arrears under the VAT regime to the tune of Rs.100 crore peramaitiis should get
deducted while calculating compensation amount. He suggested that in the informationahattd
by the Department of Revenue on compensation, a column should be added to indicate the amount of
tax recovered from the earlier VAT period in order to get an idea as to hearsacollection was
progressing across the States. He also suggested that compensation should bey paamh#vedoint
Secretary, DOR, pointed out that the provision of bi-monthly compensatiopasasf the law. The
Secretary supported the first suggestion of the Principal Secretary (Revendedtated that the
compensation figures sent to the States should also have a column indicaéingptim of arrears of
VAT collected during the relevant months. The Council agreed to this suggestion ciétargeadded
that it was important for the State Government officers to also focus tlegiti@tton recovery of arrears
of revenue.

7. Foragenda item 2,the Council took note of the GST revenue analysis for the months of
November and December, 2017. Furthermore, the Council approved the following:

i. Out of Rs.1,35,000 crore lying in the IGST account, a sum of Rs. 35,000 crdirdbesha
provisionally settled between the Centre and the States. 50% of this amount shall bedatbocat
the Central Government and the remaining 50% shall be provisionally disiribetieeen the
States based on their share of collection of taxes subsequently subsumed under GST during the
base year 2015-16, and necessary changes in rules shall be made for this;

ii.  The figures of compensation sent to the States shall have a column indicasimgptire collected
by each State by way of recovery of VAT arrears during the relevant months.

Agenda item 3: Deemed ratification by the GST Council of notifications, circulars anarders
issued by the Central Government

8. The Secretary stated that the Notifications No. 55 to 75 of 2017 and 01 of 2018 of Central Tax,
Notifications No. 41 to 47 of 2017-Central Tax (Rates), Notifications No.12 of 2017 of Integrated Tax,
Notifications No. 43 to 50 of 2017 of Integrated Tax (Rate), Notification No.01 of 2018 of ¥ &anth
Notifications No. 41 to 47 of 2017 of UT Tax (Rate) were placed bdaf@eCouncil for deemed
ratification. Similarly, Circulars No. 14 to 26 of 2017 and 27 and 28 of 2018 issuled CGST Act

and Orders No. 09 to 11 of 2017 were placed before the Council for deemed ratifieaiorformed

that this was also part of the presentation of Shri Upender Gupta, Comeig§S$&T Policy), CBEC,

which was circulated to the Members of the Coufatiached ag\nnexure 4 of the Minutes).

9. The Council agreed to the deemed ratification of the notifications, ciremdrsrders as listed
in the agenda note which are available on the CBEC website, namrelycbec.gov.in

10. ForAgenda item 3 the Council approved deemed ratification of the notifications, circulars and
orders mentioned at paragraph 8 above which are available on the CBEC websitehec.gov.in

Agenda item 4: Decisions of the GST Implementation Committee (GIC) fomformation of the
Council

11. The Secretary stated that the decisions taken by GIC were discussed durieetitng o the
officers of the Central Government and the State Governments held on 11 January, 2048dedd
that the decisions of GIC were summarised in the presentation of the Commig¢&8iePolicy),
CBEC, circulated before the Meeting of the Council (attachédhaexure 4 of the Minutes) and it was
placed before the Council for information. The Council took note of the decisions of the GIC.

Pagel0of 191

Detailed-Agenda Note 26th GSTCM


http://www.cbec.gov.in/
http://www.cbec.gov.in/

12. ForAgenda item 4 the Council took note of the decisions of the GIC.

Agenda item 5: Minutes of 4 and 3" Meeting of Group of Ministers (GoM) on IT Challenges in
GST Implementation for information of the Council and discussion on GSTN issues

13. The Secretary invited the Hon'ble Deputy Chief Minister of Bihar, the Congéttos Group

of Ministers (GoM) on IT Challenges in GST Implementation to brief the Cowegarding the
deliberations of GoM. The Hon'ble Deputy Chief Minister of Bihar stated that ¢iv Itad held a
meeting on 17 January, 2018 and the review showed that overall, there was a good prodgheds an
Infosys was performing well. There were much fewer complaints regarding Warkeand the system.
He further stated that NIC made a presentation on e-Way Bill system anduiipgested to delay
implementation of intra-State e-Way Bill system by another 15 days to a montthaso
taxpayers/transporters get a chance to first work on the inter-Statyg bill\system and then proceed
to intra-State e-Way bill system. During this one month, e-Way Bilesy$bor intra-State movement
could be operated on a trial basis. As regards the functioning of GSTN, dek thit glitches and
mismatch count were reduced. Further, the reconciliation between count o§@egistration, challan
and returns) sent as consolidated report daily and the records pulled by CBMGd®td States had
improved a lot and less than 1% data reconciliation was left for States of Tamil Nadu, Maaaagh
Kerala for returns. He added that Infosys had placed resident engineers iloaditi®hs and they were
assisting in resolving issues. He informed that out of 43 priatitigectionalities, 93% had been
operationalised. As regards prioritised Forms, he informed that out of 69 such4bhad,been made
available. He further added that on 10 January, 2018, more than 12 lakh retarfiled/@n a single
day. In short, the progress was satisfactory and the issues and complaints had reduced, when compared
to the situation earlier. He then invited Shri Prakash Kumar, Chief ExeddDfficer, GST Network
(CEO, GSTN) to make a more detailed presentation, giving GST system update.

13.1. The CEO, GSTN, in his presentation (attachédhasxure 5of the Minutes) gave an overview

of the services made available on GST portal; highlights from GoM Meetikigay Bill status; and
statistics on Return Filing. He informed that as regards services maldblevan GST portal, majority

of services, such as Registration, Return, Payment and Transitional Forms hadteavailable. As
regards Refund, some workaround was done as GSTR-2 had been suspended. They were working on
making the services fully functional. He stated that as on 16 January, 20tE8 0 5025 crore returns
were filed; 154.47 crore invoices were processed; 35.21 lakh new registrations were agfjgrdved;
lakh migrated taxpayers were registered; 17.08 lakh taxpayers opted for composition sobeh®8 a
crore payment transactions were processed. He also informed that 1.46 crore GS$ifiishaetbeen
filed till 10 January, 2018 and that the GSTR-1 filing from 1 January to 10 Jar204:8 was 48.07
lakh, which was about 33% of the GSTR-1 returns filed. He informedhbaaxpayer base as on 18
January, 2018, which was validated and approved, was 99.32 lakh and this showed an increase in the
taxpayer base by 53% from the commencement stage and 15% from enrolment stagesd Heattat
GSTR-3B filing for the month of July, 2017 (till 14 January, 2018) was 92% and some taxpasers
still filing GSTR-3B for July, 2017. He further stated that GSTR-3B filing was 87% for August; 201
83.51% for September, 2017; 78.99% for October, 2017 and 72.18% for November, 2017. ollse peri
for which late fee waiver was given, the filing continued even after 6 mohilesGSTR-4 filing by
composition dealers was 66.74% of the registered taxpayers during the first quadtébdakh GSTR-

4 returns had been filed for the second quarter. He informed that GSTR-Wak80% for July, 2017,
57% for August, 2017, 62% for September, 2017; 47% for October, 2017 and 49&téonber, 2017.

He observed that the total percentile was quite low and this needed to go up.

13.2. One-Way bill system, he stated that the system software had been operational Endeegept
2017 in Karnataka and they were issuing about 1.2 lakh e-Way bills every éaynforined that 32

States and UTs were working on e-Way bill system after it was opened toSthtes/UTs and the trial
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period was till the month-end. He informed that all modes of e-Way biésywere in use like web,
SMS, mobile app, and Bulk upload through Excel Tool. APIs would be released shortly. Heredde
training was imparted to the master trainers of all States and amagdgraad been done for CBEC and
another would have been done on 18 January, 2018. The master trainers were trainiagatiegers
and transporters of their jurisdiction. He informed that a few States, whictotithve e-Way bill
system like Rajasthan, had adopted the new system very quickly. He added that Centraksiatmtie
State Helpdesks had been made operational and the portal was available farsalltBtattated that as
on 16 January, 2018, 14 States had started using the e-Way bill system.

13.3. The CEO, GSTN, also gave some analysis of data arising out of GSTR-4 (on tomposi
taxpayers). He informed that 7.45 lakh taxpayer had filed their GSTR-4 retuhefquarter ending
September, 2017, out of which 6,97,925 taxpayers had made some payment in their return.t@ke total
paid was Rs.307.01 crore and the total cumulative turnover was Rs.30,430.88 diosegigarter. He

stated that taking these figures into account, per taxpayer turnoverc&selt36 lakh per quarter or
Rs.13.44 lakh per annum. The Secretary observed that taxpayers with an annual turnoverddf Rs.13.
lakh need not have taken registration and this was indeed mysterious. Shri Tuhin &@iey, P
Principal Secretary (Finance), Odisha, stated that this pointed to evasion of tampwgsition
taxpayers. The CEO, GSTN, stated that they also conducted a deeper analysis by looking at individual
returns and found that there were 4,91,024 or 70.4% dealers below annual turnover of Rs.5.00 lakh and
their quarterly average turnover was Rs.1.20 lakh, which would translate4t8@Rkakh of annual
turnover. The CEO, GSTN, informed that about 9% of 64,059 taxpayers had shown anquatagy
turnover of more than Rs.12 lakh. The Secretary stated that 70% of composjimyetaxvere showing

very low turnover and they only wanted to take registration and then were payingdeiragto their

own will. He stated that only about 2 lakh taxpayers appeared to be genuine dompasgayers

whose average quarterly turnover was Rs.11.87 lakh, which would amount to an averageznaveal

of Rs.47.48 lakh. He stated that in view of these figures, there appeared no icasedsing the annual
turnover threshold for composition dealers to Rs.2 crore in the law. TheU#@EPradesh, stated that

their margin also appeared to be as high as 30% and it appeared that they werepantieg their
turnover. He stated that there was also a case for upward revision of the rate of composition tax.

13.4. The CEO, GSTN, further stated that an analysis of GSTR-3B returns indicat®@t GSTR-

3B filers filed consistent returns in all five months (July to November 2017). A cmopaf GSTR-

1 and GSTR-3B indicated that about 10.96 lakh filers did not file the GSTR+hgeind the Tax
Administration would need to examine why they did not file returns. He further stated that around 485
of big taxpayers i.e. those with an annual turnover of more than Rs.1.00 crdiikschadly one return

and rest of the returns were either Nil or of very low amount. He statddithatimber was constantly
increasing from July (164) to November (485) and their number showed thatvidreygetting
emboldened not to pay tax. He stated that these details would be shared with tax authoritiesrfor furthe
follow up. He added that about 4.5 lakh taxpayers did not file GSTR-3B from July to November, 2017
and a list of such taxpayers had been shared with the Central and the State tax atnmisihe
Hon'ble Deputy Chief Minister of Delhi suggested to give a combined State-wise list of such taxpayers
to understand the trend across the States. The CEO, GSTN, stated that a combined list wangd be m
available to the Central and the State tax administrations.

13.5. The Council took note of the presentation of the CEO, GSTN.

13.6. The Chief Economic Advisor (CEA) made a presentation showing key and pregliGaar

findings (attached aAnnexure 6 of the Minutes). He stated that the information available for the

economy was dazzling and that analysis was done till December, 2017. He statsl dha3l

December, 2017, there were 98 lakh registrants comprising 93 lakh unique corporate elgtisieded
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that there were about 34 lakh new filers registered under GST, which repte$8% increase in

taxpayers. He further stated that about 17 lakh taxpayers who were below theldhiigst) had

registered under GST and about 19 lakh taxpayers, who could have opted for compdsitiva lsad

RSWHG DV UHJXODU WD[SD\HUV +H VWDWHG WKDWHED\VIRG VRIQGW
at Rs.65-70 lakh crore and this gave an implied tax rate of 15vB%kh could be a potential revenue

neutral rate in the range of 15%- +H VWDWHG WKDW WKH ILJIXUHV DOVR LQG
the GST base was same as it was in GSDP, which made a very nice symneesitateH that many

taxpayers, who did not need to file returns, were actually filing retbecause they were small

taxpayers, buying from big taxpayers, and selling B2C and hence needed input tax ceediso H

pointed out that 53% of non-agricultural workforce was part employed in then@&%nd this was more
thanwhatwa/ H[SHFWHG +H VWDWHG WKDW PRUHUGHMWDBR QRN PARXEXA El

13.7. ForAgenda item 5 the Council took note of the presentations made by the CEO, GSTN and
the CEA.

$IJHOGD LWHP BHFRPPHOGDWLROV RI WKH uyu&RP®ILWRMHMLRQ RI
Returns under GST

14. The Secretary invited Dr. A.B. Pandey, Chairman, GSTN, and Chairman of the Gammit
Return Filing, to present the recommendations of the Committee before the CdureiChairman,
GSTN, stated that keeping in view the criticism regarding the present procédeigo filing, which
involved filing 37 returns in a year, the Committee, after discussinggshie with the officers of the
Law Committee, had recommended that instead of three returns in a month, ordyuomeould be
filed. On the basis of the uploaded invoices of the seller, input tax credit comadgeavailable. He
added that the switch over should not be abrupt; rather, there should be a transitiongplaimto
invoice-based input tax credit system. He then invited the CEO, GSTN, toanpa&sentation on the
recommendations of the Committee on Return Filing.

14.1. The CEO, GSTN, in his presentation (attacheshasxure 7 of the Minutes), stated that the
stakeholders had reported several challenges with regard to the present system filimg like filing

of three returns in a month, returns being inter-linked and thus in case one @tunisaed, no further

return could be filed. He added that tax rate-wise entries being made in G&lidled the work of
taxpayerstone while creating GSTR-1 and the other during comparing with GSTR-2A. Lioking
credit note and debit note with invoices was a tedious process; linking detail$t&\peode increased

their work and B2C reporting of large transactions did not serve any purpose anceihceapliance.

+H VWDWHG WKDW WKH &RPPLWWHHYV UHFRPMHYG®D WARIOEZBV &
provided a clear mechanism for counter-parties to reconcile accounts and mismatcheninatbeli
subjective assessment by tax officials. It also helped in integrating wigh\tigy bill system. He

stated that 92.53% of taxpayers uploaded invoices in the range of 1-50 and 98.64% uplaacksl inv

in the range of 1-300. For auto-populated invoices in GSTR-2A returns (B2B) where a taxpayer has to
confirm, accept or reject the invoices, 90.62% of the returns had invoices in the range of 1-50 and 99%
returns had invoices in the range of 1-300.The Hon'ble Deputy Chief Minister of dbskrived that

data analysis needed to be reinforced with ground level surveys as thesbusodel did not seem to
operate in this fashion.

14.2. The CEO, GSTN stated that the Committee recommended that the iraeicghoduld be
accepted at Item Level along with an Item Number field and HSN code. This could be implemented in
phaseszin Phase 1 to take data at invoice level with HSN level data in a separate talold>hada 2

(after the system stabilises), take information at line item level alaigH8N code and remove the

HSN table. Regarding the present separate periods of return filing, he infiiahéte current return
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filing was a workflow driven system, requiring cut off dates. He stdtatithis was equivalent to
intersections on the road, which causedRUOGLQDWLRQ GHOD\V 7TKH &RPPLWWHH
that there should be no cut off dates and there should be one-way traffia. oHgastated that the basic

principle of return filing would be to establish an incentive-based systiegned with clear
responsibility and accountability in which sellers would need to upload invoices assspossible,

otherwise they would not get payment (tax component from buyers). The buyers would need to accept

and lock invoices else they could not take input tax credit, leading to sedreorking capital
requirement. Regular uploading and acceptance (locking) would significantly euvie ¢osid on the

system, thereby reducing spikes.

143. 7KH &(2 *671 VWDWHG MckEhnwndativR RasWwoilel birfy\one return per
period and suggested two options to achieve thiption | could be the workflow driven in which
SURYLVLRQDO FUHGLW FRXOG EH WD N H-@edtted\additionalputheseR 1| V H O (
details at invoice level. Under Option I, up to a particular date, sapfiihe month, the buyer could
accept the invoices and lock it. Any invoices uploaded beyond that date woulthgonext month.

The system would draft returns on thé'bf the month. The purchaser could add the missing purchase
invoices not uploaded by sellers. He stated that Option | features would be any time uploddtag of
offline tools for matching, no interest from the buyer for the initial manth period as the seller would

be paying the interest when he added the missing invoices to his GSTR-1. He statedrthatipplier

did not accept an uploaded invoice, there should be a separate provision in law to htfdrébe t
Committee recommended it to be one monthly return foDallion Il could be simultaneous uploading

of sale and purchase data with system matching. Under this Option, buyer-declared inputttax credi
could be availed by filing purchase details at invoice level. This Optem iavolved any time
uploading of invoices and mismatched invoices could be matched on daily basis. Undeiotihilsmpt

the periodicity would be monthly.

14.4. The CEO, GSTN further stated that during the meeting with the loamm@tee held on 4
January, 2018, Option | was discussed. One of the suggestions of thes effiseto study Option I,
which was the model adopted under some VAT administrations. Some officers felt thraDptide

I, current GSTR-2 and GSTR-3 forms were joined together and GSTR-1 was réplavasice upload,
which was nothing but old wine in new bottle. He stated that on this basis, the/éssdiscussed with
representatives of four States, namely Karnataka, Andhra Pradesh, Maharashtra and Ghgara
experience of these four States regarding system matching models and variousviestueemlysed.
The filing of returns and annexures were linked in Maharashtra but delinked inaARdédesh,
Karnataka and Gujarat. All four States had invoice level filing. Btates, namely, Karnataka and
Maharashtra had invoice level matching whereas the other two States, namely, Andhita &rddes
Guijarat had counter-party system of matching. All four States provided a imormaetchanism by way
of revision of returns. He stated that the mismatch level in theseStates ranged from 12% to 30%
and that no State had a system of auto reversal of input tax credit. Héatdgotlsat in all States,
invoice number mismatch constituted 90% of mismatches. He informed that b&dpttbes were
presented before the meeting of the officers of the Central GovernnietieaBtate Governments held
on 11 January, 2018 and the Officers Committee was inclined towards OptiondlsoHeesented the
proposed gradual transition plan.

14.5. Shri Nandan Nilekani, Co-founder and Non-Executive Chairman of the Board of Bimafctor
Infosys Ltd., (and former Chairman of UIDAI and Chairman of TAGUP Commités®) made a
presentation on the subject of return filing (attachedragwexure 8to the Minutes). He stated that he
had looked at both the Options and tried to synthesise the two to achieve compliarifieatioml He
stated that the core principle of any indirect tax model should be that input taxneelditoe provided
RQO\ RQ 3PDWFKH lgditimaeYifvai€ed Where Hhe supplier had admitted tax liability by
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uploading the invoices on the portal. This would mean either denial or automatgatefaredit on

unmatched invoices. He stated that this principle was even more important ire@®8i€ because

settlement of IGST became a lot more complex and harder to audit where transactidrisawetb be

settled possibly at invoice level. He stated that without matching of irsvdiemefit of other related

initiatives like e-Way bill system would be diluted. He stated thase models were doomed to falil

ZKLFK LQFUHDVHG WKH EXUGHQ RQ WKH WD[SD\MAD WRIIERUD® FWV
intervention to reduce the mismatches. He added that any solution thatgzbrmithe first place,

higher level of mismatch would also fail as it would not permit automatic reversal.

14.6. Shri Nilekani further stated that the biggest risk of having a mechanishich the system

ZRXOG GR WKH PDWFKLQJ ZDV O Luddk. MéRddedidat\Wwald nBtRe3iMbla tiR Q RQ |
entrust the responsibility of invoice matching to the Government. He statedhiga rate of mismatch

of 30% to 40% would provide sufficient cover to fraudsters to eaditytlsp fraudulent claims knowing

fully well that detection would be hard. He stated that in the GSTR-Bn2IALA model, acceptance-

EDVHG PDWFKLQJ RQ WKH EDVLV RI FRPSDULVRQ RRRWQVILSHIHHT V
to be too much of a burden. He stated that this was not a correcttanderg and the basic problem

was some design-based issues. He added that it was important to remember that every laugmess

or small, automated or manualURXWLQHO\ FRPSDUHG VXSSOLHUYY LQYRLFHYV
that it was a necessary step before releasing payment. He added thatxpegtrs had very few

invoices and that 93% of the taxpayers have less than 50 sales invoices that needptbtmled and

91% of the taxpayers have less than 50 purchase invoices that needed to be accepmtal thatst

GSTR-2 created a separate process and matching and return filing were duplicated, whiagh made i
difficult for the taxpayers. He suggested that in order to remove theleff@&STR-2, it was desirable

to alignthispr&d HVYV ZLWK WKH QDWXUDO F\FOH RI YHULILFDWLRQ DQG
with purchase books all over again for tax claim purpose was a burden. He stablydrttoaelling
SLQYRLFH XSORDG"™ DQG 3DFFHSW A QRHGSTRY2),Whe [médéHorextedl vV~  *67
perception that there were three returns per month. The structure of forms w@mpex that it
UHTXLUHG D WD[ SURIHVVLRQDOTVY KHOS 7KH FRERHSWR\RIOVNW
liability, separate reporting of different types of invoices made GSTR-1 &IR& more like a tax

return form than a statement. Reporting of invoices at rate-level instkae-ibvém level created more

work for the supplier.

14.7.  Shri Nilekani stated that a successful model would be one which aligribewvitatural business

cycle of verification and payment of supplier invoices. Taking all this into accbarguggested a
UHYLVHG PRGHO LQ ZKLFK VXSSOLHUV 3XSORDG~ VDOWHWVIDLQORLF
calculates his tax liability. The invoices should also be made available to the buyer for acc@jptance

key difference from GSTR- ZRXOG EH WKDW LW ZRXOG VLPSO\ PHDQ LQYRLI
tax return. He stated that invoice format and data granularity shoutth nvéh the actual invoice

submitted by supplier for payment, namely, invoice item level right from day one and that it shiould no

be rolled up at tax rate or commodity level. Upload should happen on a continuous basis, which would
imply that verification and acceptance coincided with the actual businesadti@an. Invoices uploaded

after the 18 of the month would automatically be included in the next return. He statechanledt

forces would evolve a model where invoice would be paid for only afteadpmn the GST system.

%X\HU VKRXOG DFFHSW VXSSOLHUfV LQYRLFHV RQHWRHQ*H AWK\W W
input tax credit. He stated that the key contrasts from GSTR-2 and pure syai@nngimodel was
thatitwassimpl DQ LQYRLFH 3DFFHSWDQFH” DQG QRW 3ILOLQJ" RI UHW
on continuous basis, not waiting for all GSTR-1 to be filed. Invoices, aweapted, would be locked

and could not be modified by the supplier, thus bringing finality to the transadti@nsystem should

provide robust tools to facilitate smooth acceptance including for offline matochswpplier invoices
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with purchase books, auto-acceptance capabilities and improved support to GSPs/A&jhsefor t
integration with accounting packages.

148. +H SURSRVHG WR HOLPLQDWH WKH FRQFHSW RBOFRIRMLVLRQ
supplier through the system to upload any missed invoice but could not upload orittbdifyselves.

In this model, there would bem SPLVPDWFK™ LQ WKH WUDGLWLRQDO VHQVH
question of any reversal. He stated that reversal of input tax credit due-payroent of tax by the

supplier was widely perceived to be unfair to the buyer and recommended thattiee fori legitimate

invoice should be redefined as one where supplier has admitted liability by uploatirteoportal

and make provisions to recover dues from the supplier rather than penalisingethellhgyGST system

would offer multiple channels for uploading and acceptance of invoices and filing of returns as 91% of
taxpayers had fewer than 50 invoices in a month i.e. hardly 2-3 invoices per dayagpmlers with

no automated accounting systems could view and accept pending invoices directly onahe port
Small/medium taxpayers with some level of automation could use excel based offlioedimehload,

compare and accept pending invoices. Large taxpayers with fully automated acceysténts would

do reconciliation and acceptance directly in their systems and upload results directijhtAPls. He

also proposed a gradual transition to eliminate risk to tax collection and providgestiffime to

stabilise the system and for the taxpayer to adapt to the new model and to enayétesctesdevelop
tools/application for automated uploading of sale invoices and reconciliation of purchase invoices.

149. +H H[SODLQHG WKDW WKH JUDGXDO WUDQ YV RVAR@WARXHGZILQ
self-declaration of GSTR-3B for payment of taxes and replacement of GS8#tR-invoice uploading.

,Q WUDQVLWLRQ SKDVH -gdedifredvd 8T R-8BBJaNda@ieht of taxds<toveRadlé invoice
acceptance feature, which accepts input tax credit; introduce system generaie@ @Sa read only

declaration; have a GSTR-3B versus GSTR-3 comparison report. Under thispuhaax credit

compared would include missed invoices. At the end stage, GSTR-3B would be discontinued @nd woul

be replaced by GSTR-3; to continue with invoice uploading/acceptance features dedilmglof

system generated GSTR-3 as a return including payment capability. He emptiatisbis system

would work well as it was incentive aligned where, if the supplier didejmtrt invoices on time, he

would not get paid and the buyer who did not accept invoices in time, would not get input tax credit.

14.10. The Secretary observed that the presentation of Shri Nandan Nilekani suggdsteadg
responsibility to be entrusted to the buyer and the seller which made the job silitesther option
was to make everyone report his sale and purchase invoices and then computer woaté gener
mismatches. He expressed that it could take months to rectify the mismRAtrtraismatched invoices,
either the tax administration would need to go after the buyer and the sellereowthéd be auto-
reversal of input tax credit which would be a big pain point for the t@xpayHe observed that in the
initial period, one would continue with GSTR-3B; upload sales invoices and have aeepiased
invoices table for filling up the details by the buyer and the input taktaiaim in GSTR-3B should
be roughly matching with his declaration. However, it should only be informatidime.percentage
of mismatch should be observed over a period of time and once mismatch was minimal, aaylstem
be brought into force in which input tax credit would not be given until fhex sploaded the invoice(s).
He then sought comments of the States on the proposed model.

14.11. The Hon'ble Minister from Kerala raised a question regarding thef fB2C invoices. The
Secretary stated that on the sales side, no invoice level details for B2@suwygrie to be given. The
Hon'ble Deputy Chief Minister of Delhi observed that the proposed systenoa@s$ay large taxpayers

but there could be practical difficulties for small taxpayers, in whose casealhpri@hartered
Accountants filed returns. He added that if the small taxpayers themselvesttilex$ ythen the system
could work, but if they entrusted the work to the Chartered Accountants, it could lead to hue and cry.
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14.12. Shri V.K. Garg, Advisor (Finance), Punjab, expressed two concerns. The fitbbaivdrere
was no provision to take input tax credit for the tax paid on advancesp&ymd it was not clear how
the system would take care of this requirement. The other concern was regardiigsithe trader, as
there was no mechanism to check whether the supplier, after uploading the invoices, had paid the taxes
to the treasury. He added that in a federal GST structure, until tisehtactdeen paid at the origin State,
the money could not reach the destination State. Dr. P.D. Vaghela, CCT tGatfeal that the model
proposed by Shri Nandan Nilekani was a harsher one, which was not earlier agbyethe Law
Committee. He stated that under Option I, too much of power was being placed in thehtred
suppliers. Under Option I, input tax credit was being made available rosilsi on the basis of
invoices uploaded by the buyer and this could be acceptable. He added thHedrtree@ Accountants
handled returns of hundreds of taxpayers acting both as recipients as well asssupigistated that
the best model would be where the buyer accepts invoices with a mechanism foopabeisdit for
missing invoices of the buyer. He stated that in Option Il, Departmentavéntion would not be
needed. The CCT, Gujarat, pointed out that in the model proposed by Shri Nandan Nileleaai onc
invoice was uploaded by the supplier and accepted by the buyer, the buyer wouldbdiet
automatically. However, the structure on which GST has been designed has two elements: (i) the seller
uploads the invoices; (ii) the payment of tax against the invoice should have beerifitfa@lproposed
model was accepted, where the buyer would get credit on the basis of invoice uplodueddiet
without ascertaining payment of tax against the invoice, this would create a hulgenpaoio would
lead to problems in IGST transfer. He suggested to accept Option | with pralsiedit for the buyer.

He also stated that payment of tax by the supplier should be insisted upon.

14.13. The Hon'ble Minister from Kerala stated that the basic difference mathel suggested by
Shri Nandan Nilekani and the other model was to do away with return filing. efimas would be
generated by the computer on the basis of invoices uploaded. He observed that thdre souale
interim revenue losses in first three months. The Hon'ble Deputy Chief dinisBihar stated that in
Option 1, only sales invoice had to be filed whereas in Option II, both sale and purcises would
have to be uploaded by the taxpayer and that this would lead to double work. He addepethtiteas
current system of States, mismatch report was generated by the system atitkgsrpsent experience
of four States, mismatch was in the range of 25% to 40% and nation-vwsdetohes could be very
high. He supported the proposal of Shri Nandan Nilekani to upload only sales ianditeat sale and
purchase details need not be matched by the system. He stated that some of the ikenChaarsered
Accountants filing returns of small traders would need to be addressed.

14.14. The Hon'ble Minister from Jammu & Kashmir stated that the compellinghang in the model
presented by Shri Nandan Nilekani was to integrate the tax system with the busitess pnd this
was key to the entire model, which would involve uploading of invoices by the suppti matching
them between the buyer and the seller and not the system. The Hon'ble Chairpersohasttited
concern of the Hon'ble Deputy Chief Minister of Delhi regarding hue anteing raised by small
traders would also need to be considered. The Hon'ble Minister from Jammuh&iKatated that
today, there was a genuine compliance complaint, which needed to be redressed througtd a revise
procedure. The Hon'ble Deputy Chief Minister of Delhi stated that the modelsgepy Shri Nandan
Nilekani appeared to be good. The Hon'ble Deputy Chief Minister of Bihadstsit the burden of tax
consultants would increase as they would need to upload both purchase details al@adpvdetails
and would also need to resolve mismatches. Shri Nandan Nilekani observed that mdddyeva big
stake for the buyer and the seller. In the proposed model, no return was being filed andotég
were being uploaded, which was not a big burden. He stated that there shouldimdtdeoncern
regarding the reaction of the tax professionals.
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14.15. The Principal Secretary (Finance), Odisha, stated that the fact thatadepantment of the
taxpayer would need to check the invoices uploaded before making paymenteeidlat change in the
business practice of small taxpayers. He further observed that insteaatrofilieg being once a month
process, now it would become a daily process. Shri Nandan Nilekani responded that tHaycigice

the seller as to at what interval he would upload the invoices. The Prieigatary (Finance), Odisha,
stated that if availment of input tax credit was delinked from tax payment, ihbatsk of increasing

the gaming behaviour of taxpayerde added that it was also important to take into account the issue
of tax consultantyis-a-vissmall taxpayers. The Chairman, GSTN, stated that Maharashtra allowed
LQSXW WD[ FUHGLW RQ WKH EDVLV RI GHEOWHYRBRWWRKK R F N H®JX HRU
of tax. He observed that returns contained aggregation of information for whiatesesf Chartered
Accountants was required. He recalled that earlier for rail travel, one neeledkt tickets through
agents but now most passengers were able to book train tickets on their own on theviédQJactal.

He observed that if the tax return process was simplified and imeae available through multiple
modes, like mobile app, online tools, offline tools, etc., then taxpayers need not depend umrrdChar
Accountants/tax consultants to file returns. He observed that invoices were issued by sugpliets

tax consultants.

14.16. The Hon'ble Minister from Punjab made three paifitst, that for any business with turnover
above Rs.5-10 crore, all invoices should be generated online; second, that for largenssupjbading
of invoices could be on weekly basis; and the third, that if a taxpayévedamoney in advance, an
invoice must be generated mandatorily. Ms. Smaraki Mahapatra, CCT, West Beatgdl tisat the
model of provisional input tax credit was provided because the practical experientieatvizsge
taxpayers were bigger defaulters in uploading invoices and small taxpayers were thsuffexjers.
She suggested that views of a cross-section of stakeholders should be ascertaiuiog rdge
acceptability of the proposed return model.

14.17. The ACS, Uttar Pradesh, stated that the model proposed by Shri Nandan Nilekani had several
positive features but the proposal that the supplier should only upload invoicest ditvays happen

in reality. If a large taxpayer sold goods to a small taxpayer and did not upsoavoice for 2-3

months, it could badly hit the business of the small taxpayer. He further ttatqaiirchasers/small
taxpayers should be given an option to give additional information to Goveromdxlying so as to

get the benefit of input tax credit. He added that where both buyer andvestiazolluding and did not

pay tax, the return should be linked with e-Way bill system. He also raised an issua tegistered
taxpayer purchased from an unregistered taxpayer without payment of tax under obeegee
mechanism, he was under no compulsion to upload the invoice, and then how information would come
regarding purchases from unregistered taxpay&hgerefore, in case of purchases from unregistered
dealers also, there should be a provision of uploading the invoice by the Thuy&ecretary observed

that the last phase of the return filing would not be implementedfraghtthe beginning. At the initial

stage, small taxpayers would take self-declared input tax credit of the entire aifsuualttaneously,

the gap in terms of number of missing invoices would need to be narrowed. The provision of denial of
input tax credit for missing invoices should be implemented only afterrémsition period was
completed. Once the gap in matching of sale and purchase invoice was reduced, input tax credit would
be made available only on the basis of sales invoice and the computer would auto demeeatent

He stated that the salient/selling point of the new model would befilmgyof GSTR-3B and taking

only invoice level details.

14.18. The Hon'ble Deputy Chief Minister of Gujarat raised an issue that ifedespimatch, the seller
did not upload the invoice, whether input tax credit would be available to bulerSdcretary stated
that input tax credit would be allowed in such cases in the initial phase,dre€&TR-3B details, even
though the mismatch in the uploaded invoices of the seller and the buyer would be known aneé availabl

Pagel8of 191

Detailed-Agenda Note 26th GSTCM



RQ WKH V\VWHP 7KH +RQ EOH '"HSXW\ &KLHVWDQMNHKRDG HRU VX RS
regarding the two options should be taken before taking a decision on the issue.

14.19. The Hon'ble Minister from Haryana stated that the proposal made by Shri Nale#taniN
seemed to be simple and acceptable. He expressed that in principle, it could bedaacdph
Committee could look into it to resolve the issues and concerns raided.M.S. Srikar, CCT,
Karnataka, stated that acceptability of the option should depend upon certain parbkeetarse of
compliance, agnostic to the size of the dealer, alignment to business process without additienal

and alignment to tax administration regulations. He stated that based on VAT expdf@mataka
broadly supported Option Il. He observed that the proposal of Shri Nandan Nilekani appeared positive
but one needed to ascertain whether the eco-system, the consultants and others could tope with
proposed process.

14.20. Shri J.S. Syamala Rao, Chief Commissioner (Commercial Tax), (CCCT) Andhra Pradesh,
stated that the purchaser could reach dead-end if the seller did not uploaditeand, in the model,
proposed by Shri Nandan Nilekani, tax officials would need to ascertain whbevasiprit. He stated
that this was not certain in the suggested model. He further added thamigdritatch would be
minimal, it would take much more time to implement it than the proposed Optidtiel stated that
auto-reversal could be done in the first month itself in Option 1l. He state@ptian Il was better as
it would have data of both the seller and the buyer and one would come to ktow/las was the
culprit for the missing invoices. In Option Il, there would be no scope f@uitthaser to reach a dead-
end and matches could increase over a period of time. He observed that both @pudidhe Option
proposed by Shri Nandan Nilekani carried the risk of the purchaser reaching a debig-axded that
no tax administration had tried Option | or the new model proposed by Shri Niditeleani whereas
Option Il had been in use by a few State administrations. He suggested that this Option should be used
along with direct auto-reversal. The Secretary observed that no new demand wasdukirig the
model proposed by Shri Nandan Nilekani whereas burden on taxpayer was getting rdduttésl.
model, self-credit could be taken by the purchaser without disturbing GSTR-3B gnudhaser would
only give details of missing invoices instead of furnishing his entire pwechasices. Through this
method, tax information would come and could be used by the tax administrationidas yarposes
including for enforcement. He suggested not to apply auto-reversdhén ef the two Options, but
there could be greater burden under Option Il. He added that in the model proposedNan8ani
Nilekani, a taxpayer can be further incentivised by placing a mechanism in steensfor auto
generation of return in case of 100% match of sales invoice.

14.21. ShriJagdish Chander Sharma, Principal Secretary (E&T), Himachal Praatedithst smaller
traders had manual system and it would need to be integrated with the GST system. Hkahdded
collusive activity of the buyer and the seller could be taken care of through the e-Wastéith.syrhe
CCT, West Bengal, stated that at the end stage of the proposed model, it was poogissdidw input

tax credit for invoices not uploaded by the supplier whereas there could be damimess purchases
and this could amount to denial of the right of doing business. She suggesteatfahtpaispective
should also be taken before going in for any model. The Secretary observed thait fitenddficult to
delink payment of tax by supplier from availing input tax credit by the buyer.

14.22. The Hon'ble Chairperson observed that from the discussions held so far, the vaag forw
appeared to be to continue with GSTR-3B, upload invoices on sales side and bringhasrathe
notice of both the buyer and the sellérhe Secretary stated that once mismatch percentage became
less, say 10%, one could go to the end stage where there would be no GSTR-3B rétwaoiced
would be uploaded by the seller and a return would be generated accordihgig. would be a table

to explain the mismatch of invoices declared by the supplier and the buyer withaaraasponding
action of denying input tax credit. After a few months, one could move towardsatenmvoice
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upload-based return generation. The Hon'ble Deputy Chief Minister of Gstiated that if a supplier
uploaded invoices at a later date, a question could arise as to why it wadoadedpearlier. The
Secretary stated that such questions could arise but during the observation phagm neextto be

taken on this. The Hon'ble Chairperson stated that at present, one could continue with GSTR-3B and a
date could be given from which uploading of sale invoices would begin, whicldl Wweulisible to the

buyer and could be locked by him.

14.23. The Hon'ble Minister from Kerala stated that he supported Option Il and tedgtied one
VKRXOG QRW WDNH D KDVW\ GHFLVLRQ +H DGGHGLWKDW DOQEERW
WKHQ WDNH D GHFLVLR&NGHKHOUgIddDd ciiteXe@de L The VMoR'ble Minister from

Andhra Pradesh also suggested to give more time to decide on the options. Dhe Miorster from

Telangana suggested that the options should be discussed with the stakeholdersrifgre @ final

decision. The Hon'ble Chairperson stated that the issue should be discussed with the stakeholders after
the Committee on Return Filing and the Law Committee had further examined thetisnggafsShri

Nandan Nilekani and thereafter the issue could be decided by the Council through videencenf

The Hon'ble Minister from Jammu & Kashmir stated that the proposal should conemned by
SXWWLQJ LW EHIRUH WKH RIILFHUVY FRPPLVWVWHHXIR W KRQY PG K Gl
the proposal of Shri Nandan Nilekani was not workable. He suggested that a small Group of Ministers
could examine this proposal. He further stated that intuitively, it seemeda@bed model. The

Hon'ble Chairperson stated that the model proposed by Shri Nandan Nilekani could inedxgnthe

Group of Ministers on IT Challenges in GST Implementation, headed by the Hon'ble Déyefty C

Minister of Bihar, in consultation with the members of the Committee orrfiREtling and Shri Nandan

Nilekani. The issue could then be decided by the Council through video conferenceumbit @yreed

to this proposal.

15. Foragenda item 6,the Council approved that the model proposed by Shri Nandan Nilekani
shall be examined by the Group of Ministers on IT Challenges in GST Implementetaded by the
Hon'ble Deputy Chief Minister of Bihar, in consultation with the members of the Commitfeetom
Filing and Shri Nandan Nilekani. The issue could then be decided by the Council.

Agenda item 7: Issues recommended by the Law Committee for consideration of the GEduncil

16. The Secretary stated that some changes were proposed by the Law Committee in the Rules and
Forms. He informed that these were discussed in the meeting of the officers of thé@ardgrnment

and the State Governments held on 11 January, 2018 and were agreed to. He proposed that these could
also be agreed to by the Council. The Commissioner (GST Policy), CBEC, stated that the presentation
circulated before the Meeting of the Cour(@ttached ag\nnexure 4 of the Minutes) contained the
proposed changes. He stated that there was one maodification in the proposal in respect of Agenda item
7(i)(v), wherein it was proposed to delete proviso to sub-RuleRulef 32 and to insert a new sub-Rule

5(A) in Rule 32 to provide for purchase value of goods repossessed fronulimgfaorrower. He

stated that the Council might not approve this proposed change as it nedfisdctursideration. The

Council agreed to the proposal and approved the other proposals under Agenda itgyasihgpr
changes in certain CGST Rules and Forms.

17. ForAgenda item 7, the Council approved the proposed changes in CGST Rules and Forms, as
contained in Agenda item 7, except for Serial No.5 of Agenda item 7(i)(¥neta purchase value of
goods repossessed from a defaulting borrower.

Agenda item 8: Recommendations of the Committee on Handicrizf

18. The Secretary invited Ms. Vanaja N. Sarna, Chairman, CBEC to intrddseggenda item.
The Chairman, CBEC, stated that the Committee on Handicrafts had finalised its report after numerous
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meetings of the Committee and deliberations in the sub-committeesst&bd that inputs had been
received from various States for including items as handicrafts andhegteompletion of the report,
further suggestions had been received from the States of Odisha and Gujaratte8iesttthese would
also be considered by the Committee on Handicrafts and that the goods which wealet@adree
considered as handicrafts would be referred to the Fitment Committee for recommendihtaxate o
them. She then invited Shri G.D. Lohani, OSD, TRU-I, CBEC, to make a briefnpatien on the
report of the Committee on Handicrafts.

18.1. The OSD, TRU-I in his presentation (attachedmsexure 9 of the minutes) stated that in
respect of TOR (Terms of Reference) 1, relating to definition of handictaéé Committee took note

of definitions of handicrafts by UNESCO and other national and internatioodies and the
REVHUYDWLRQV RpreweKEourt RiQ fabdickaft$ And concluded that any definition of
handicrafts must have three elements, namely, predominant use of hands; sufficieot aadisti
traditional elements; and distinct output from machine made goods. He tbtatedfter several
iterations, the Committee arrived at the following definition of handicrafts:

Handicrafts are goods predominantly made by hand even though some tools or machinery may
also have been used in the process; such goods are graced with visual appeal in the nature of
ornamentation or in-lay work or some similar work of a substantial nature; podgssctive features,
which can be aesthetic, artistic, ethnic or culturally attached and are amply diffeven mechanically
produced goods of similar utility

18.2. Asregards TOR 2, i.e. identification of HSN Codes for handicrafts, kd that inputs were
received from States as well as the Office of the Development Commisgiteradicrafts) in the
Ministry of Textiles and based on these, 40 HSN Codes were proposednduned in the list of
handicrafts. He stated that the additional suggestions for inclusion inttbé Hiandicrafts received
from Odisha and Gujarat would also be deliberated upon by the Committee. ldelatdew items

were added by name in the list on the basis of inputs received from Statetateldetmt as regards
suggestions on handmade goods, the Committee felt that any differential rate for hagdodsie
without adequate safeguards would be prone to misuse and that one possible way could loeto consi
particular handmade products produced and marketed exclusively by specifieddeskself-help
groups on a different pedestal.

18.3. As regards TOR 3 regarding specific issues of handicraft sector, helsatheé Committee
had requested inputs from States and from the Union Ministries to identify spesifes. He stated
that the examination of these issues indicated that they were mog#y telthe drawback, rates of tax,
export issues like market access, concessions in GST rates related to exhditicarsd such issues
were already being dealt with by other Committees like the Drawback Gmwemthe Fitment
Committee and the Export Committee. The Committee proposed to refeisthe=eto the respective
Committees.

18.4. Initiating discussion on this Agenda item, Shri P. Srivastava, Chief Resident<S@mnan,
Tripura, stated that their State had suggested to add Tripura silk and cottorasdrbasmboo made
gift items in the list of handicrafts and also suggested that thefrtd& on bamboo and cane-based
items should be 5%. The OSD (TRU-I), CBEC, clarified that items made of bandreocalweady
covered in the list and classifiable under Chapters 44, 46@&fkcommended rate of tax for Chapter
46 is already 5%). As regards sarees and clothes, he stated that the Comnfniéesgeatebn this issue
and decided not to treat them as handicrafts. He stated that the OfficBe¥#iepment Commissioner
also did not recommend to treat these goods as handicrafts and as such sarees mbnefiof the
States had been taken in the list of handicrafts.
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185. 7KH +RQYTEOH OLQLVWHU IURP -DPPX .DWKYPK R X\O/GED BHH G HV K(
and then rate on handicrafts items could be looked aD 4¢P W H O\ 7KH +RQYEOH &KDLUS
that different States had different kinds of handicrafts and they were roasty the tax net till now.

He added that this sector generated mass employment and, therefore, rate of tax onthamdichef

not be very high. He further stated that pending fitment decision on these tilenCommittee could

look into the issues relating to handmade carpets. The Chairman, CBEC suggedtes @uatncil

could accept the report of the Handicrafts Committee and then the issuesafaald be taken up by

WKH )LWPHQW &RPPLWWHH VHSDUDWHO\ 7KHRXRRUE GRXEKEG LDJFH
the report and the recommendations of the Committee on Handicrafts and Stategveoatitlitional

items to be considered as handicrafts which would be considered by the Committeelmndfts. The

Council agreed to this suggestion.

19. ForAgenda item 8§ The Council accepted the report of the Committee on Handicrafts and its
following recommendations:

i. Definition: 3+DQGLFUDIWY DUH JRRGV SUHGRPLQDQWO\ PDGH E\

machinery may also have been used in the process; such goods are graced with visual appeal
the nature of ornamentation or in-lay work or some similar worksofbatantial nature; possess
distinctive features, which can be aesthetic, artistic, ethnic or cultattdighed and are amply
GLIITHUHQW IURP PHFKDQLFDOO\ SURGXFHG JRRGV RI VLPLOD!

ii. Toinclude 40 HSN Codes in the list of handicrafts as listed in the report of the Committee;

iii. Torefer the issues identified by the Committee on Handicrafts to the respective Conlikiétees
the Drawback Committee, the Fitment Committee and the Export Committee;

iv. The Committee on Handicrafts to consider the recommendations of the States of Guiista,
and any other State for inclusion of additional items in the list of handicrafts.

Agenda item 9: Changes proposed to be made in the CGST Act, 2017, SGST Acts, the IGST Act,
2017 and the GST (Compensation to States) Act, 2017

20. Introducing this Agenda item, the Secretary stated that a Law Review Committeeehad
constituted in pursuance of a decision of the GST Council in itst&ting held on 6 October, 2017.

This Committee had received suggestions/representations from variouassmbations and field

formations of the Centre and the State taxes which it examined. It also exameimedammendations

of the Advisory Group of the Law Review Committee. Based on these inpatd,aw Review

Committee submitted its report containing recommendations for changes in Law on 4,J20La.

These recommendations and the suggestions of the GST Policy Wing of GB&@iscussed in a joint

meeting of the Law Review Committee and the Law Committee held on 10 yJaB0&aB. The

combined recommendations of the Law Review Committee and the Law Committee were discussed

the meeting of the officers of the Central and the State Governments on 11 January 208 and
consolidated recommendations of the officers meeting of 11 January 2018 wa®efacethe Council

for consideration. The Secretary invited Commissioner (GST Policy), CBEGfdaH®iCouncil about

the important recommendations under this agenda item. The Commissioner (GST CBhE«Y stated

that what was placed before the Council for approval was only the broad promogaleer] in the

second last column of the Annexure | of Agenda Item 9 (hereinafter refettdd section as Annexure

[) and the suggested formulations contained in the last column would undergo substantiehtioodif

based on consultation with the Law Committee and the Union Ministry of Law. aktésl ghat one

change was envisaged in the proposal contained in SI. No.11 of Annexure |, namely,c® tlepla
HI[SUHVVLRQ 3HPSOR\HHV ZLWKRXW FKDUJLQJ D FRQVWEKHRDWLR
ZLWKRXW FKDUJLQJ D FRQVLGHUDWLRQ™ +H IXUWKHEBKY WHDWHG
QRW GLVFXVVHG LQ WKH 2IILFHUVY PHHWLQJ KWRIE RWOR S RDDX LY
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No.21 of Annexure |, which related to a proposal to insert an explanation in Sectionh&3QEET

$FW WR FODULI\ WKH WHUP pVXSSQ\VLVQL 6HRWILR QIVE O HQ IGQ
CGST Act, 2017. The second was the proposal at Sl. No. 46 of Annexure | to amend the explanation to
WKH GHILQLWLRQ RI 3 FRQWLQXRXV MRXUQH\" ZKMWK \GRRIYRY RWVF
continuous journey.

20.1. The Commissioner (GST Policy), CBEC, highlighted some important changes which ar
discussed as follows:

i) S.No.17 of Annexure 1 The Commissioner (GST Policy), CBEC stated that section 9(4) of
the CGST Act and section 5(4) of the IGST Act related to payment on revarge dasis and under

these sections, it was proposed to impose tax on reverse charge basis on composition taxpayers o
purchase from unregistered suppliers.  The Secretary stated that if tax on cheegeewas not
LPSRVHG RQ FRPSRVLWLRQ WD[SD\HUV D ORW RH HHPXWR QKRI WD
Ministers of Bihar and Delhi agreed to this proposal. The second proposadertito sections was

to have an enabling provision to impose tax under reverse charge on specified claspayefs when

they obtained supplies from an unregistered person. A third proposal was to havsiarptoyirovide

details of supplies received from unregistered persons in the return onithefli&N/Aadhaar. The

ACS, Uttar Pradesh suggested that in the Law, an enabling power could be provided teverae

charge mechanism on all products except those which would be exempted through antifiekhi

stated that otherwise many composition dealers would opt out of registration.

ii) S.No.23 of Annexure 1 The Commissioner (GST Policy), CBEC informed that the proposal

was to amend Section 10 to increase the threshold for eligibiligofmposition scheme to Rs.2 crore

per annum and then fix the threshold through a notification to Rs.1.5 crore per annuACS, héttar

Pradesh stated that in view of the fact that 91% of composition dealers hadsstuomover of less than

Rs.5 lakh per quarter, it needed to be considered whether the annual turnoverdhiast for

composition scheme should be increased to Rs.1.5 crore or Rs.2 crore per annum in the Law. The
+RQTYEOH &KDLUSHUVRQ VWDWHG WKDW LW ZDWKXUQHRKXGWUGMKUB W
for composition would be raised to Rs.1.5 crore and that the same limit should be kegptawthThe
+RQTEOH '"HSXW\ &KLHI OLQLVWHU RI "HOKL WW®Q WHIG DW IGD W RWAKAK
relating to small scale industries and SMEs but then the discussion wenbampimsition scheme. The
+RQYEOH &KDLUSHUYV RIGQ ofnaldxatidd Gnaar Khie o mipokitionlsehsiixe was not very
encouraging, and in this view, it was not desirable to increase the anmmletuthreshold for

composition to Rs.2 crore and it should be limited to Rs.1.5 crore. The Counail epteis suggestion.

20.2. The Commissioner (GST Policy), CBEC, stated that another proposal peasit supply of

services by a composition dealer up to 10% of the total turnover or Rs.5 lakh whighsvegher with

the condition that the taxes on the services would be little higher. This would incluiesbppvay

of job work. For these services, a composition rate could be notified by tleengwnt on the

recommendations of the Council but not exceeding a total rate of 18% (9% each for CGST and SGST

In addition, restaurant service was proposed to be defined. It was also proposed thatioaraplsine

should not be extended to persons making inter-state supplies; no input tax credit shdovacoetal

purchasers buying from composition taxpayers; and manufacturers of aerateshwatébe kept out

of composition scheme through a notification. The ACS, Uttar Pradesh suggestékkthatrdted

water, brick kiln should also be kept out of the composition scheme or therel sieoal separate

composit RQ VFKHPH IRU EULFN NLOQ EDVHG RQ LWIMQENUWMRLWN %KL

stated that under VAT regime, brick kiln had a separate composition scheme and thmgeihad

demanding a similar composition scheme under GST. The Commissioner (GST Policy), CBEC, stated

that during the discussions in the Law Committee, it was felt that compositiemasaould be linked
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to turnover and it should not be activity based, but if so required, this isddebeaelooked at a later
date. The Council agreed to these suggestions.

iii) S.No. 27 of Annexure I:To keep in abeyance the provisions relating to TDS and TCS namely,
sections 51 and 52 respectively of the CGST and the SGST Acts for at least sixantre on such
further period as may be decided by the Council.

iv) S.No. 41 of Annexure |:To introduce a new section making an enabling provision to issue
exemption notification with retrospective effect for a period of 3 years frenappointed date, if the
Council so decides.

V) S.No.42 of Annexure l:In case of B2B supply of accommodation services like hotels, etc. the

place of supply of service should be the location of the registered person and not where the hotel etc. is
ORFDWHG LQ RUGHU WR SHUPLW DYDLOPW®RW RT KK SRWYQ MVEDHFULHY
from Kerala stated that a hotel service was availed where the place of cansungs, that is, where

the hotel was located and it was not a B2B transaction. The CommissioneP¢GS7), CBEC stated

that on account of place of supply rules, persons registered, say in Bengallmmbai, were not

organising conferences etc. in Kerala or any other State as they were ingtigetit tax credit and

they were moving these conferences to cheaper destinations in the South-East Asias.colimé
+RQYEOH OLQLVWH U that BB issti&Jdbanid b¥ tisbudset along with the issue of the rate

RI WD[ RQ DFFRPPRGDWLRQ VHUYLFHV 7KH +RQTECH WKH.VWH
+RQTEOH OLQLVWHU IURP .HUDOD DQG VW DWH H\GE iB8KaofWDADV L
business moving out of India because of high rate of tax of 28% on suclesgthien no heed was

being paid and now the same argument was being offered for place of supply petatision. The
+RQTEOH OLQLVWHU IURP +dDrgadoQfor tvivbDINesE&SmuVvikKgoout obteRaMicry

was that the Indian tour operators were getting VAT refunds from those ceuwniraficial business
FRQGXFWHG DEURDG 7KH +RQTEOH &KDLUSHUVRQ VXJIJHVWHG V
rate of tax on hotels, etc., should be discussed together and a proposal be brought befanmecthe

The Council agreed to this proposal.

Vi) S.No.47 of Annexure l:Compensation Cess: The Commissioner, (GST Policy), CBEC stated

that it was proposed to insert an enabling provision in the GST Compensatiompéatide for levy of

cess at the manufacturing stage on parameters such as production capacity focateganes of
VXSSOLHV VXFK DV SDQ PDVDOD DQG RW K Hé&Mihigter anRRunal) RQH FR
suggested that the Constitutional validity of the proposed amendment should benesteriEe

Secretary stated that this issue would be got examined both Constitutionallgramghtthe Law

Committee.

20.3. 7KH +RQ1E Osdn&tetedthatad the basis of the approval of the proposed changes in the
Law, the Law Committee would draft the legislative changes and after fitsgvby the Union Law
Ministry, it would be brought before the Council for approval.

21. For Agenda Item 9,the Council agreed to the proposals for changes in the GST Law as
presented in Annexure | to Agenda Item 9 with the following modifications / suggestions: -

i.  For Composition Scheme (SI.No.23 of Annexure |), the eligible annual turnover threshold shall
be Rs.1.5 crore per annum instead of Rs.2 crore per annum;
i.  The place of Supply Rules for B2B supply of accommodation services (SI.No.42 of Annexure
) to be discussed along with the rate of tax on accommodation services;
iii. To ascertain the Constitutional validity of the amendment under the Compensation Cess Act.
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Agenda item 10: Issues recommended by the Fitment Committee for the consideration of the GST
Council

Agenda item 10(i): Recommendations on Goods

21. The Secretary introduced this Agenda item and stated that the recommendations on goods had
two Annexures. Annexure | contained a list of 29 items where the Fitment Committee had
recommended changes in the GST rates in respect of certain goods or suggesteel eéslarification
regarding classification or rate of tax. He added that Annexure |l related to gbeds thve Fitment
Committee had not recommended any change in the GST rates. A record of discitkgieference

to the specific items ohnnexure | and Annexure 1l is as below:

Discussion on Annexure | of Agenda item 10(i):

Serial No.9 of Annexure I: Used motor vehicles (HSN Code 8702)

21.1. The Hon'ble Minister from Punjab stated that this proposal seemed to causetaiatinn.

The Secretary explained that the proposal was not to impose double taxation botiplyse tax on

the margin of the supplier of a motor vehicle and the GST rate recommendedfiyrient Committee

was 12% and Nil Compensation Cess on all motor vehicles under HSN Code 8702 (other than medium
and large cars and SUVs), and 18% and Nil Compensation Cess on medium and large cars and SUVs,
on the margin of the supplier of such motor vehicles. He added that these ratespptyutsh supply

of used motor vehicles by a person who had not availed input tax credit on such matesveHe

further added that for a registered entity, value for tax purpose shall be #rerdiff between the sale

value and the depreciated value of the motor vehicle.

21.2. After discussion, the Council agreed to the tax proposal of the Fitment Conmmiétggect of
used motor vehicles, contained at Serial No.9 of Annexure | of this Agenda item.

Serial No.10 of Annexure I: Diamonds of all type (Precious stones) (HSN Codes 7102, 7103)

21.3. The Hon'ble Minister from Kerala raised an issue as to why tax on diamondsharhreugh
diamonds and including cut and polished diamonds was proposed to be reduced from 3% t¢16.25%.
pointed out that tax on exported diamonds was fully refundable and if there wasidghayting refund,

it should be addressed through appropriate administrative mechanism. He observecetiatstime
rationale to reduce tax on diamonds as it was a luxury product. The Sestatadythat the diamond
industry had informed that in one city in Gujarat, 8-9 processes were carried onge diamond, and
therefore, it involved 8-9 movements of one diamond. He stated that il Wwewumbersome to levy
3% tax for each such movement. He informed that the initial proposabvasée a separate low rate
of tax for diamonds for B2B transactions or to have a scheme like that adopeldium to charge no
tax for supplies within a Closed User Group. He informed that the Fitment Committee did edbagre
have separate rates of tax for diamond supplied to B2B and B2C. Hetlstat@@% of diamonds were
exported and 10% were used in jewellery industry. As jewellery was taxed ate¢haf 8%, value
addition on diamond would be captured at the level of jewellery, where diamond was suppéed as
of jewellery. He stated that it would be better to tax transactions in diarpendsat a lower rate.

21.4. The Council agreed to the suggestion and the proposal in respect of diamahdypef
(precious stones), contained in Serial No.10 of Annexure |.

Serial No.14 of Annexure |: Fertilizer grade Phosphoric Acid (HSN Code 2809)

21.5. The Hon'ble Deputy Chief Minister of Gujarat stated that insteadwcing the tax on fertilizer
grade phosphoric acid from 18% to 12%, it should be reduced to 5%. ThéaBSestated that the
exchequer already stood to lose Rs.800 crore by the proposed tax reduction from 182}z Helded
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that reduction of tax rate to 5% would lead to blockage of input tax évetlie domestic manufacturers
of fertilizer grade phosphoric acid. The Council agreed to the propota &itment Committee to
reduce tax on fertilizer grade phosphoric acid from 18% to 12%.

Serial N0.18 of Annexure |I: All goods (HSN Codes 4601, 4602)

21.6. The Principal Secretary (Finance), Odisha, stated that plates nsdarud siali leaves, and
sabaigrass ropes made sdibaigrass should be exempt from tax as otherwise livelihood of tribal people
would be affected. He added that there was no issue of input tax credit aglevallated that these
were eco-friendly goods and were earlier exempted from tax. The Secratadythit the exemption
limit of Rs.20 lakh would take care of small tribal producers. Theclpal Secretary (Finance), Odisha,
responded that the materials had become costlier when it was sold by ddadefsint Secretary (TRU-

), CBEC, stated that all items of bamboo camtan, etc. of the entire Chapter were kept at 5% tax
rate and it would be desirable to retain these products also at the rate of 5%.

21.7. The Hon'ble Minister from Odisha reiterated that there should be a cafwepates made of
sal andsiali leaves,andropesmade ofsabaigrass, and that this could be taken up by the Fitment
Committee in its next meeting. The Council agreed to this suggestion.

Serial No.21 of Annexure |: Parts and accessories specifically used for manufacture of hrag
aids (Any chapter)

21.8. The Joint Secretary (TRU-I), CBEC, stated that the Fitment Cararhitid given two options
for consideration of the Council, namely, either to provide an end-use based exemppiarnsf@and
accessories specifically used for manufacture of hearing aids guaséma nominal 5% GST on hearing
aids so that the domestic manufacturers were not at disadvanga@ievisimports. The Secretary
suggested that the end-use based exemption might be more desirable.

21.9. The Council agreed to exempt parts and accessories specifically used factoaemof hearing
aids through end-use based exemption.

Serial No.22 of Annexure |: (a) Rice Bran for use as aquatic, shrimp feed, prawn feed, poultry
feed and cattle feed, (b) Rice bran for other uses (HSN Code 2302)

21.10. Dr. D. Sambasiva Rao, Special Chief Secretary, Andhra Pradesh, stated that rice bran for cattl
and poultry feed was not the same as used for extracting oil, and therefore, rice bran being mostly used
for cattle feed, should be exempt from tax. The Hon'ble Minister from Telanganatsdphés view.

The Joint Secretary (TRU-I), CBEC, stated that only two States, namelyl, Nadu and Telangana

had informed that in their States, rice bran was used as cattle feed andthat States, rice bran was

not exempt in the pre-GST period. He informed that oil was extracted fterbnan through solvent
extraction plants. The Hon'ble Minister from Telangana observed that both oil aiddigee bran

were used as cattle feed, and therefore, both should be exempt from tax. The Hon'bleCBiehuty
Minister of Gujarat stated that cotton oil cake was exempt from tahisuet to reversal of input tax
credit, which was causing dissatisfaction amongst traders. He suggested to tput di¥4cotton oil

cake and rice bran. The Joint Secretary (TRU-I), CBEC stated thattaheras charged on reverse
charge basis on raw cotton, the traders were paying tax under reverse charge mechanism.ithwever,
reverse charge mechanism provision [Section 9(4) of CGST and SGST Actsképirig abeyance,

the standalone cotton seed millers were put to disadvamtsgevisintegrated units (who directly
bought raw cotton from farmers). To resolve this issue, supply of raw cotton by antagsicio a
registered person was put under reverse charge mechanism under Section 9(3) of CGST &utsSGS

The Hon'ble Deputy Chief Minister of Gujarat stated that due to difficdliis=d by ginners industry,

they had gone on strike and suggested to impose 1% tax on cotton oil cake arahrasellio continue
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with the reverse charge mechanism. The Secretary stated that it woulddesirbble to have a new
rate of tax of 1%. He suggested that the ginners could get refund and the process adowfiibe
expedited.

21.11. The Council agreed to the tax proposal recommended by the Fitment Commi8esddior
No.22 of Annexure |, namely, to tax rice bran at the rate of 5% and de-oiled rice bran at Nil rate.

Handmade Carpets

21.12 The Hon'ble Minister from Jammu & Kashmir stated that he was requesting for theifioirth t
in the Council to reduce the rate of tax on handmade carpets from 12% to 5%. hednttoat before
carpets were sold, they were supplied to other States and at that gfaets, ware being taxed at the
rate of 12%. The Hon'ble Chairperson suggested that this could be discussed by th&bitmaitiee.
The Council agreed to this suggestion. The Hon'ble Minister from Haryareal shat the State of
Jammu & Kashmir deserved a special consideration in respect of tlué taxeon handmade carpets.
The Secretary stated that the problem was regarding upfront payment of tax on handpsseicd
suggested that the Committee on Handicrafts could examine this issue and sugge&ina Shkut
Council agreed to this suggestion.

Agenda item 10(i): Discussion on Annexure |l

Serial No.6 of Annexure II: Pickle (HS Code: 2106)

22. The ACS, Tamil Nadu, stated that pickles should be exempted from tax. He stathd that t
Fitment Committee had not reached a consensus for reduction in the rate of tax on pickl@84rtam

5%. The Joint Secretary (TRU-I), CBEC, stated that generally, the GST tatefof processed food
was 12% with a few exceptions, like unbrandachkeens, chikl@tc. The Hon'ble Minister from Tamil
Nadu stated that pickle manufacturers were in cottage industry, and, therefdes, liciuld be taxed

at the rate of 5%. The Hon'ble Minister from Kerala stated that theseresdy to eat items, and
therefore, these should be taxed at the rate of 5%. The ACS, Tamil Naduttsiatexcept oil, the
other inputs used for manufacturing pickles were taxed at the rate of 3% an@ therefore, pickles
should also be taxed at the rate of 5%. However, ready to eat food was taxed at the rate of 12%.

22.1. The Hon'ble Chairperson suggested that once the revenue position improved, the rate of tax
pickles could be revisited.

Serial No.7 of Annexure |I: Ready to eat/Ready to cook products, papad (HS Code:21)

22.2. The Hon'ble Minister from Uttarakhand stated plagiadwas exempted from tax earlier but it
was not defined. He stated that, as a result, pasta was also beingsqddasnd suggested thpapad
should be defined.

Serial No.28 of Annexure |l: Fishing twine, ropes and fishnets (HSN Code: 5608) and

Serial No.63 of Annexure II: Fishing Line, Lead Weight and Buoys (HSN Codes:5404/ 3916)

22.3. The Hon'ble Minister from Kerala stated that the rate of tax on fihimgnd lead weight
should be reduced from 12% to 5%. The Hon'ble Minister from Tamil Nadu suppostsddgestion.
The Hon'ble Minister from Goa also supported the proposal. He statedigtiag fline was

complementary to fishnet, and therefore, it should also be taxed at the rata®BT#bal product. The
Secretary stated that the Fitment Committee could re-examine this issuie imexteneeting as they
had earlier considered it as an intermediate product. The Council agreésl sogestion. He also
observed that in order to move to a single rate, it was better not to reduatetbétax to 5%. The
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Council approved that the Fitment Committee would re-examine the rate of tax on fishingllieadc
weight.

Serial No.72 of Annexure |I: Biscuits (HS Code:1905)

22.4. The Hon'ble Deputy Chief Minister of Delhi stated that bakery itenes tared at the rate of
12% but in spite of the fact that the tax rate on biscuits was 18%, they were biftgthgit 12% tax
rate. He suggested to keep the rate of tax on biscuits at 12%. The Joiar€d RU-1), CBEC,
stated that biscuits were in organised sector and had a market of about Rs.36,008alfarkthis
market constituted low priced biscuits and the other half constituted high energisbistaistated that
reducing the rate of tax on biscuits from 18% to 12% would lead to substantial loss of revenue.

Serial No.74 of Annexure |lI: Materials used by disabled persons

22.5. The Hon'ble Minister from Kerala stated that spare parts for cochlear snpaetbeing taxed
at the rate of 28% and suggested that this rate should be reduced. The Joint SecretaryGBRO; )
stated that only batteries for cochlear implants would be taxable atehaf 28%. Shri Mansur M.I.,
Assistant Commissioner (Commercial Tax), Kerala, informed that some cabtesnEhaccessories of
cochlear implants needed to be replaced periodically and these were presentiyatakehtate of 28%.
The Hon'ble Minister from Kerala suggested that the rate of tax on spare partsleaicauplants
should be re-examined by the Fitment Committee. The Council agreed to this suggestion.

22.6. For Serial No.74 of Annexure Il, the Council agreed to the recommendations of thet Fitm
Committee and also directed it to re-examine the rate of tax on spare parts for cochleas.implan

Serial N0.95 of Annexure ll: Sanitary napkins (HSN Code: 9619):

22.7. The Hon'ble Minister from Kerala stated that the rate of tax on iecolfr sanitary napkins

should be lowered from the present rate of 12% which were produced by Women Grotljzd Hrede

should be some distinction between eco- friendly products and those made from Polyestdomn'ble

Chairperson stated that a few Women Self Help Groups were making eco-friendly sanitary napkins but

they would fall within the turnover threshold of Rs.20 lakh per annum. He observedhttranormal

taxpayers, which were Indian Companies, would get input tax credit. He added that if the rate of tax on
sanitary napkins was reduced to 5%, the domestic industry would suffer seratdmports would
LQFUHDVH 7KH +RQYEOH OLQLVWHU IURP .HUDOD VWWKIHW,IQ& MDKD V
products and foreign products of these types. The Hon'ble Deputy Chief Minister of Bihathstted

lot of media campaign was going on with regard to sanitary napkins. The HohdtedaZson stated

WKDW UDWH RI WD[ RQ VDQLWDU\ QDSNLRV XRKXWDLG1 BV D GKYHD @ R/
Deputy Chief Minister of Bihar stated that in that case, a self-explanatwtycomprehensive
advertisement should go out. The Secretary suggested that the Fitment Coouulttee-examine the

rate of tax on cotton eco-friendly sanitary hapkins and could come up with a separdieatlansior

products other than polyester sanitary napkins. The Council agreed to this suggestion.

22.8. The Council agreed to the recommendations of the Fitment Committee comiginedxure
[l of Agenda item 10(i).

23. ForAnnexure | of Agenda item 10(i),the Council approved the proposals of the Fitment
Committee, with the following additions/changes:

i. For Serial No.21, to exempt parts and accessories specifically used for manwatieaeing
aids through end-use based exemption;
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ii. For Serial No.18, the Fitment Committee to re-examine the rate of tax on platesfraatiand
siali leaves and ropes made of sabai grass; and

iii. The Fitment Committee to re-examine the rate of tax on handmade carpets from 12%ni 5%
the Committee on Handicrafts to examine the problem of upfront payment af tsandmade
carpets from Kashmir, when sent to various States for eventual sale.

23.1. For Annexure Il of Agenda item 10(i), the Council approved the recommendations of the
Fitment Committee and also directed it to re-examine the following:

i. The rate of tax on fishing line and lead weight (Serial N0.28 and Serial No.63 of Annexure 1);
ii. The rate of tax on spare parts of cochlear implants (Serial No.74 of Annexure 11); and
iii. The classification and rate of tax on cotton eco-friendly sanitary napkingl(8kr.95 of
Annexure II).

Agenda item 10(ii): Recommendations on Services

General discussion relating to Hotels

24. The Hon'ble Minister from Kerala stated that the tax rate on hotels in mosieurs low,

like 6% in Singapore and China, 7% in Thailand and Malaysia, 10% in France %nith 85i Lanka

and USA. However, India had a very high rate of tax of 28%. He observed thaf thélkconferences

were moving away to South East Asian countries. He suggested that there should be some
rationalisation of rate of tax on room rents in hotels to make it competfighzevisother countries. The
Hon'ble Minister from Goa supported this proposal and stated that once tearistelsewhere, they

would not come back to India in future. The Hon'ble Chairperson stated that trasgmad case for

review once the revenue position improved.

24.1. The Hon'ble Ministers from Goa and Kerala stressed that the high rate ofhatels was
counter-productive and that the Fitment Committee should give a report oretbéteat on room rents
of hotels. The Hon'ble Chairperson observed that in order to keep their rodat tagé than Rs.7,500
per day, hotels had also come up with innovative practices, like charging separateigst pick up,
breakfast, etc.

24.2. With these preliminary discussions, the Council took up discussion on thergusimet
containing the recommendations of the Fitment Committee on Services. rd ofatiscussion is as
follows:

Serial N0.26 of Summary Sheet: To exempt supply of service by Parliament aSthte Legislatures
E\ ZzD\ RI WUDOVSRUWDWLRO VHUYLFH E\ URDG RI +RQYEOH
VRXYHOLUV SXEOLFDWLROV WR YLVLWRUV DQG +RQTEOH 03V 0/$"

24.3. The Hon'ble Minister from Punjab stated that this exemption would not go dolmitivehe

public andVXJIJHVWHG QRW WR DFFHSW WKLV SURSRVDO +H REVHL
should be able to pay taxes for transportation services. Shri Amitabh Kumar, Joitarg€crU-II),

CBEC, stated that there should not be compliance and registration burden on the ParliakmiaSecr

as it required fulfilment of various procedures. The Hon'ble Chairpersernvebshat the law regarding

registration was approved by the Parliament itself and it need not seek exemgtiaghd same. He

further observed that the pick-up charges by road for MPs was very small and thegfioodItb pay

tax on the same.

24.4. The Council agreed to remove Serial No.26 of Summary Sheet of Agenda it¢rindf(ihe
proposed list of exemptions.
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6HULDO 1R RI 6 XPPDU\ 6KHHW 7R H[HPSW *RHMMBAOAPROWS®Y VKD
and to clarify that cost petroleum is not taxableper se

24.5. The Hon'ble Minister from Haryana stated that similar exemption shoalhitable for his
State Government for supplies by Pollution Control Board and HSIDC (Haryanal&tasdrial
Development Corporation). The Joint Secretary (TRU-II), CBEC, explainedhigtart of profit
petroleum given to the Central Government by the contractor was not alioveedrecovered as cost

of production under the production sharing contract and thus it may not to be tutg&ctThe Hon'ble
Minister from Haryana stated that five States, which collected liceeeeoh liquor for human
consumption needed to be exempted from tax as was suggested during the earligs roédkie
Council but till now, no notification had been issued to this effect. Thestaegrstated that it was
agreed during the earlier meeting that in future, there would be change in the resdeuender which
more tax would be charged. He stated that for past cases, some way needed to be found out, may be in
the form of exemption. The Hon'ble Minister from Haryana stated that on this issue, several
representations had been sent but no solution had been found as yet. The Secretdugt shasadsue
would be discussed separately to find a solution.

25. ForAgenda item 10(ii),except Serial No.26, the Council approved the other recommendations
of the Fitment Committee, contained in the Summary Sheet of this Agenda item.

Agenda item 11: Carry forward items from the previous Council Meeting

Agenda item 11(i): Presentation on GST in Real Estate sector

26. The Secretary suggested that discussion on this Agenda item could be deferred dueg/to paucit
of time. The Hon'ble Minister from Punjab stated that bringing petroleum psodioder GST should

also be discussed in the next Meeting of the Council along with the real sstabr. The Hon'ble
Deputy Chief Minister of Biharequested for a presentation on electricity in the next meeting. The
Hon'ble Chairperson stated that in the next Meeting of the Council, issaéagdb real estate,
electricity and petroleum products could be discussed. The Council agreed to this suggestion.

27. ForAgenda item 11(i),the Council approved to defer its consideration and further agreed to
take up discussion on real estate, petroleum products and electricity in the next meeting of the Council.

Agenda item 11(ii): Incentivising Digital Payments in GST regime

28. Consideration of this Agenda item was deferred due to paucity of time.

Agenda item 12: Transfer of shares of Empowered Committee (EC) in GSTh the State of
Telangana

29. The Secretary stated that previously, the Empowered Committee had beenimgiDirattors

on the Board of Directors of GSTN from Group B (State Governments). He statddringtthe 14
Meeting of the Council held on 18 and 19 May, 2017, it was decided to norttieatdditional
Secretary, GST Council Secretariat aseaofficio Director on the Board in place of the erstwhile
Member Secretary of the Empowered Committee and to amend Articles of Association of GSTN to the
effect that all references to the Empowered Committee of State Financeehdinisty, post amendment,
refer to GST Council. He stated that as a result of these decisions of the Gfya00D, shares (0.8%

of the total) of Rs.10 each of the Empowered Committee needed to be assigned/transteerether
stakeholders. He suggested that the share of the Empowered Committee could be agbigiStdte

of Telangana, which was carved out (after bifurcation of Andhra Pradesh) in the yeam2014,
therefore, it did not presently have any equity shares in GSTN. The Council agreed to this.proposal
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30. For Agenda item 12,the Council approved to transfer 80,000 shares of Rs.10 each of the
Empowered Committee of the State Finance Ministers to the State of Telangana.

Agenda item 13: Any other agenda item with the permission of the Chairperson

Agenda item 13(i): Proposal to declare the sale of goods in Customs bonded warehousecuatis
VROG DV KLJK VHD VDOHV DV uOR VXSSO\f XOGHU 6FKHGXOH ,,, |

31. Introducing this Agenda item, the Secretary stated that this agenda itemallasiate the

difficulty of double taxation. He explained that sales within a Customs bonaezheuse attracted

IGST and when goods were cleared from the Customs bonded warehouse, they were again charged to
IGST. In order to alleviate this problem of double taxation, it was propgosachend the valuation
provisions of the imported goods for the purposes of payment of integrated tax by arntteam@ingtoms

Tariff Act. The amendment would result in integrated tax being levied oentienced sale value or

the last sale value in case of multiple sales or value determined under Sé&)tmfril3 Customs Tariff

Act, whichever was higher. Concomitantly, it was proposed to exempt/ddwasale of warehoused
JRRGV ZLWKLQ WKH &XVWRPV ERQ GHSehedDI&JIH ¢f BvX @GETDACt, AR VXS SC
in order to ensure that no integrated tax was payable in case goods were sold pgrtiee while these

were kept in the Customs bonded warehouse. It was also proposed to declare $ddfh afegoods as

KL QR VXuBdeiCsctiedule Il of the CGST Act. The Council agreed to the proposal.

32. ForAgenda item 13(i) the Council approved the following:

i. 6DOH RI JRRGV ZLWKLQ WKH &XVWRPV ERQGHG ZDUHKRXVH
Schedule Il of the CGST Act, 2017;

ii. +LJK VHD VDOH RI JRRGY VKDOO EH GHFODUHG DV pQR VXS
2017.

Agenda item 13(ii): Proposal to reduce penalty under Section 122(1)(xiv) of CGST A@017 (e-
Way Bill) in exercise of powers under Section 128 of the Act.

33. Introducing this Agenda item, the Commissioner (GST Policy), CBEC, explairteahtter
Section 122(1)(xiv) of the CGST Act, 2017, if a taxable person transported any ggabttewithout
the cover of documents, as specified in this behalf, he shall be liable to pay & pERalt 10,000 or
an amount equivalent to the tax evaded, whichever was higher. He stated thapsiwidans existed
in the SGST Acts, 2017 and the UTGST Act, 2017 and hence an offence in allsexkvoald lead to
a minimum penalty of Rs. 20,000. He stated that as e-Way bill systegoimggo be implemented for
the first time under the GST regime, it would take time for the stakekdiddrecome aware of the
various provisions of the e-Way bill Rules, and therefore, in order to ensure smoaiménfation of
e-Way bill system, the proposal on the table was that by exercising powearednfeder Section 128
of these Acts, minimum penalty of Rs.10,000 for violation of Section 122(1)§kithe CGST Act,
2017 may be reduced to Rs.500 for the first six months. The Secretary stated thilar aesloction
could be done under the relevant provisions of the SGST and UTGST Acts, 201 Tthelestated that
this would give a reasonable time to the administration and other stakeholders to get accustomed to the
system and would also prevent harassment to trade and industry.

33.1. Initiating discussion on this Agenda item, the Hon'ble Minister from Kstedked that imposing
penalty for not carrying e-Way bill was a deterrent measure and a peh&s/500 would not be a
sufficient deterrent. Shri V.P. Singh, CCT, Punjab, stated that in theiriexp®rinvoice was often
destroyed after the goods reached the destination, and therefore, in case penalty sraallahere
would be a perverse incentive to pay a penalty of Rs. 1,000 and carry on tioe ecésities. The
Secretary stated that this proposal was only for the initial period anithéine was a risk that too high
a penalty might cause obstruction to smooth transportation of goods.
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33.2. ShriJagdish Chander Sharma, Principal Secretary (E&T), Himachal Ristdeeshthat in his

State, e-Way bill system was already in place and e-Way bill declarations wegdilee and penalty

for not carrying e-Way bills was 50% of the value of goods. The Hon'ble MifigtarKerala stated

that in his State, penalty for not carrying e-Way bills was twice the anobtest involved. The CCT,

Punjab, stated that instead of reducing the penalty amount, some other mechanism® counsidered

like not imposing penalty on first two instances of not carrying e-hgand to impose full penalty
for the third default and onwards. The CCCT, Andhra Pradesh, stated tha®tathjgpenalty for not
carrying e-Way bill was 200% of the total tax involved and they had so factl approximately a
sum of Rs.15 crore as penalty. He stated that the violators were mostlg deeaeother States. He
expressed that penalty should not be as low as Rs.500.

33.3. The ACS, Uttar Pradesh, stated that in his State, penalty for ninga+Way bill was 40%

of the tax evaded amount and traders were paying this amount. He added thalvehecdkdy to the
extent of 3%-4% and suggested that penalty for not carrying e-Way biltd80%-40% of the value

of goods. The Hon'ble Minister from Punjab stated that in order to premasporters from going on
strike, e-Way bill system should be gradually launched and the time limitfeal tip to 100 km by a
truck should be two days instead of one day. The Secretary stated that the time prescriesd €qr t

to 100 km was quite reasonable and it should not be changed at this stagerinGipal Secretary
(Finance), Odisha, stated that in his State, under the VAT system, penalty ¢arrgistg e-Way bill

for inter-State movement of goods was five times the tax involved and it wotlde advisable to
reduce the penalty amounThe Hon'ble Deputy Chief Minister of Gujarat supported the proposal to
reduce the penalty amount during the initial period. The Hon'ble Minister frtarakdhand stated that
e-Way bill system needed certain improvements. For example, in case of River Beddad (RaM),

the value transported in trucks was mostly below Rs. 50,000 and they would go e+WaeytBill. He
suggested that if the RBM was more than 5 tonnes, then provision should be madede/tzkBill
mandatory. With regard to bricks, he suggested that if more than 1000 numbers of brick®ing
carried, e-Way Bill should be made mandatory. He further stated thatstimutel be a provision to
block generation of e-Way bills once any material started moving, as pyeseate was a possibility
that any material moving without e-Way bill, when likely to be caught,dcgaherate an e-Way by
sending SMS. He added that a penalty of Rs. 20,000 was reasonable as a deterrence against evasion.

33.4. The Hon'ble Deputy Chief Minister of Delhi suggested that for inter-State moweingends,

penalty for not carrying e-Way bill should be 100% of the tax amount andtfarS$tate movement,
discretion for imposing penalty should be left to the State concerned. The Secretary stated that from 1
February, 2018, e-Way bill system would compulsorily be introduced for inter-Stagamaatof goods

and 15 States had opted to introduce the e-Way bill system for intra-State moveguwdénd that

for other States, the last date was 1 June, 2018. The Hon'ble Deputy Chief Mirlksttri stated that

it would not be practical for them to put check posts for intra-Statement of goods. The Secretary
stated there already existed a clause for relaxing the requirement of e-Wayibita-State movement

of goods through a Committee of officers of State and Central Government.

33.5. The Hon'ble Minister from Kerala again raised a question regarding the igsematify for
violation for e-Way bill rules. The Secretary stated that the geseggestion was either to keep the
penalty same or keep it somewhere around Rs.#¥@000. The Hon'ble Minister from Kerala stated
that there was no justification to reduce penalty. He added that various I&tdtexperience in
implementation of e-Way bill system and suggested that penalty should not be ret@iheddon’ble
Minister from Jammu & Kashmir supported this suggestion. Shri Khalidhrmvar, Senior Joint
Commissioner, West Bengal, stated that penalty for carrying goods without docuisnepto Rs.
10,000. Assuming that the tax amount itself came to say Rs¥fR9Q000, in such case, the penalty
amount would become very high. Therefore, it should be kept at an average level, grafénallange
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RI1 5V 7KH +RQTEOH "HSXW\ &KLHI OLQ LD/ARKQ R | VEKRNODQW® \E HV €
to the tax evasion amount. He stated that a few taxpayers might commit genuakesvasd that every
taxpayer should not be regarded as an evader. The Hon'ble Deputy Chief Minisker agt@&ed that

penalty amount should not be more than Rs. 5,000-Rs. 6,000 and suggested that penalty amount should
be in the range of Rs. 2,500 and Rs. 3,000 each under CGST and SGST Acts. He also suggested to
appoint nodal officers in every State to look into issues relating to implemerah@evay bill system.

He also suggested to establish a Central Help Desk and other institmiecia&nism for trouble
shooting. He further suggested to provide MIS to States so that they could trackebeaétsing to

e-Way bill system. He further suggested that the e-Way bill system shouledpated with the data

base of the Ministry of Road Transport and Highways (MoRTH) so that details of vetodlesbe

pulled out from the database of MORTH. He suggested that there should be some guidelines by way of
standard operating system or a mechanism should be evolved to tackle diffitidtimight arise during

initial implementation of the e-Way bill system. He also suggested to defdgrentation of intra-

State e-Way bill system by one month. He suggested that the month of February, 201 8=steatdd

as trial run for e-Way bill system for intra-State movement of goods tasdbould formally be
implemented from March 1, 2018 for the States opting to introduce intra-State e-Way bill system.

33.6. The Hon'ble Chairperson observed that one way forward could be to kesthe of penalty

as Rs. 1,000 or the amount of tax evaded, whichever was higher, and power should also be given to
waive off penalty. The CCCT, Andhra Pradesh, stated that Section 129 had precedemtbkeover
Sections and power to waive off penalty under Section 128 should also have a reference to Section 129
of the CGST Act, 2017. The CCT, Punjab, stated that Section 129 of the CGST Act was attracted only
where evasion of tax was involved. The Secretary suggested that for ingraaSt@ment of goods, an
understanding could be reached not to impose any penalty during the first miongieofientation of

the e-Way bill system and this could be treated as a trial period. Theddulirtister from Jammu &
Kashmir stated that the validity period of e-Way bill for remote areas|bklakh, should be more as
vehicles could be stranded for 5-6 days due to natural causes. He stated that there aharidiidang
provision to increase the validity period of e-Way bill in such rematasar The Commissioner (GST
Policy), CBEC, stated that such a provision already existed under the second provis@38(1.0¢ of

the CGST Rules, 2017.

33.7. The Hon'ble Minister from Kerala strongly raised the question as to why goldl sieul
exempted from e-Way bill system. He stated that law and order was a Statéautbjney could take
care of public security. He informed that 10 cases of tax evasion involviugesef 100 kg of gold
had taken place in his State in last 3 months. He also stated that orgadesédbsported gold through
specialised precious cargo transporters and cargo was presently being decaddtignsporters. He
added that with the present declaration, not a single case of law and order issueehta lighrhand
that law and order issue should not be mingled with taxation aspect. He observax ¢imatjold had
already been reduced and coupled with this loophole, a lot of gold could be transportetipaighoant

of tax. The Secretary stated thatthérZDVY D SRVVLELOLW\ RI D ODUJH TXDQWLW\
bag and in such cases, there was a possibility of no transport carrier detpditzen in the e-Way Bill.
The Hon'ble Minister from Telangana stated that the whole purpose of thisgistwas to reduce the
human interface. Evasion could be checked through use of technology. He observed th#tmosstly i
were transported on duplicate invoices carried for some other goods and the vatugaafds on the
invoice was suppressed. Therefore, one needed to impose fine to check evasion.

33.8. The Hon'ble Minister from Kerala stated that if gold was not d®mgght in a vehicle, then
Part B of e-Way bill need not be filled up, otherwise there should be nolggispiensation for gold.
The Secretary stated that this issue could be referred to the Law Committeenfiora¢ioa. The

Council agreed to this suggestion. The ACS, Tamil Nadu, stated that theré sb@dme standard
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operating procedure for situations like when a vehicle not carrying e-Wayakistopped; in what form
penalty for not carrying e-Way bill would be taken or show cause notice issuedefofégesuch
FORMS needed to be prescribed. He stated that they had given suggestions for impravement
implementation of e-Way bill system and these should be examined separately and immediately.

33.9. The Secretary reiterated that for the first month of implementateomenalty should be
imposed relating to e-Way bill for intra-State movement of goods. TIi® A@ar Pradesh suggested
to implement e-Way Bill system for intra and inter State movement of goods from 1 March,T2@&18.
Secretary stated that the date for introduction of intra-State e-Waygi#gm could be 1 February, 2018
but the penalty could be waived off during the first month. The Hon'ble Klirfretm Haryana stated
that a lot of stock of goods had piled up and there was a risk of taxrevidsistated that there could
be pressure for deferment of e-Way Bill but he suggested that intras®thtater-State e-Way bill
systems should be started simultaneously if NIC was ready for the $#enstated that initially, one
could take a lenient view with regard to implementation of e-Way bill systeenS&cretary stated that
this was a reasonable suggestion and that the 15 States, which were starting impbenadritetia-
State e-Way bill system for movement of goods from 1 February, 2018 (alongteitisiate movement
of goods) would need to go slow with regard to imposition of penalty. The Hon'ble Delpigty
Minister of Bihar stated that guidelines should be worked out to avoidlasly between the Central
and the State Governments in the enforcement of the e-Way bill system battdocoordination. The
Secretary stated that in the Offiggf PHHWLQJ LW KDG EHHQ FRQYH\HG WKDW |
regard to e-Way bhill, the two administrations should work out joint action plan and tfeaskioaild be
no excessive use of authority.

34. ForAgenda item 13(ii), the Council did not approve the proposal to reduce penalty under
Section 122(1)(xiv) of CGST Act, 2017. However, the Council approved to defer impasitpenalty

on informal basis for failure to take e-Way bill for movement of goods dthimgnonth of February,
2018. The Council further agreed that the desirability of introducing eBillagystem for movement

of gold shall be examined by the Law Committee.

Agenda item 13(iii): Restriction of Transitional Credit in certain cases through the provigins for
removal of difficulty under Section 172 of CGST Act

35. Introducing this Agenda item, the Commissioner (GST Policy), CBEC staaédt twas
proposed to issue an order under Section 172 of the CGST Act, 2017, in consultation witfothe U
Law Ministry, to remove difficulty and to give effect to the following actions:

i. Ensure that the taxpayers do not avail of credit in cases under dispute (dispdigdinder the
transition provisions;
ii. Ensure that the taxpayers do not avail of any credit which has been blocked ursketieul{5)
of section 17 of the CGST Act, 2017;
iii.  Totake appropriate administrative steps as may be necessary to ensurettteat arpdits which
are not eligible for transition in terms of these orders or any other situawiolving large revenue
are not utilized for payment of tax.

35.1. The Secretary stated that if States so wanted, necessary orders could alsedbeyitise
Central Government, making them applicable under the SGST Act, 2017. The Coreeil tgthe
proposal.

36. ForAgenda item 13(iii), the Council approved to issue a removal of difficulty order under
Section 172 of the CGST Act, 2017 for giving effect to the actions, as stated irapar8§ above and
to apply similar orders under the SGST Acts, 2017, if the States so desired.
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Agenda item 13(iv): Exclusion of Cesses not specified in the list of eligible duties from tsifion

37. Introducing this Agenda item, the Secretary stated that it had come to lightattgset arhount

of credit of various types of Cess, such as Education Cess, Secondary and HighesrEGasa, Krishi

Kalyan Cess had been claimed as transitional credit, which was not allogdedtha CGST law.

Similarly, Cess collected as Additional Duty of Customs under Section 3(1) of the Customs Tariff Act

1975, such as Clean Environment Cess, was also being claimed as transitional creciiadithedt

specifically exclude them from the list of eligible duties. He stated thatrtove any ambiguity and to

prevent credit of Cess to be transitioned under Section 140 of the CGST Act, 2&is/proposed that
FUHGLW RI &HVVHV FRXOG EH VSHFLILFDOWM\{H{®GKGHGSIQWIREPDWK
and 2 of Section 140 of the CGST Act, 2017. He stated that accordinghs fireposed to amend the

following provisions of Section 140 of the CGST Act, 2017:

i. Sub-section (1) of Section 140 to provide that only credit of eligible duties can b&dreatsi

ii. Explanations 1 and 2 of Section 140 to include reference to sub-section (1) of Section 140;

i. InseUW DQ ([SODQDWLRQ WR 6HFWLRQ RI &*67 SFWLEOHWR
GXWLHV DQG WD[HV" GRHV QRW LQFOXGH DQ\ &HVV ZKLFK K
Explanation 2 above and any Cess which is collected as Additional Duty of Customsumder
section (1) of Section 3 of the Customs Tariff Act, 1975;

iv. The above changes to apply retrospectively with effect from the appointed day i.e. 01.07.2017.

37.1. The Council agreed to the above proposals.
38. ForAgenda item 13(iv),the Council approved the proposals contained in paragraph 37 above.
Other Issues

39. 7KH +RQYEOH OLQLVWHU RI 7DPLO 1DGX FLUFKCOD WHHHWD U L
In the written speech, the Hon'ble Minister welcomed the recommendations of th@t@enon Return
Filing, which recommended to bring down the compliance workld4el.expressed a note of caution
that generation of monthly report of the taxpayer for a mismatch betweenarpuredit claimed and
input tax credit mismatched in return and the follow up action by the juristittiax officers would
create a level of human interface. He suggested that while simplification of iktgrméas welcome,
the process of input tax credit matching and auto reversal should be put intplaeesarliest. He
expressed happiness that their request to classify certain goods as handicraiteatgeed to by the
Committee on Handicrafts. He stated that the rates of handicraft items shouldlbe &x@anner so
as to encourage this sector. He added that based on representations receivedenofdetsKTamil
Nadu had submitted a list of 60 goods and services for consideration of the Célenaibs happy to
note that the Fitment Committee recommended to the Council further changedd8T rates of 29
goods and services and these included items like fertilizer grade phosphoridtdmith; de-oiled rice
bran; drip irrigation; packaged drinking water in 20-litre bottle; sugdedaionfectionaries; micro-
nutrients; admission to theme parks, water parks, joy rides, mgemyunds, go carting and ballet;
allowing input tax credit on input services in the same line of busingssiobperators; job work of
leather goods and footwear; exemption from tax on services relating to conduetnuhation and
entrance examination by educational institutions; and reduction of tax on commemtetifiatment
plant services, etc. He suggested that the Council should also consider théangtpending requests,
such as grant of exemption for handloom and power loom products; sago; safdtganatckles;
butter; ghee; sanitary napkins; agricultural implements; textile machinery panpsicap sets. He also
suggested reduction in the rate of tax on aluminium utensils from 12% to 5%, on ammani material
such as aluminium circlemnd sheets from 18% to 12% and on aluminium scrap from 18% to 12%. He
noted that aluminium utensils were used by lower and middle-class houses and aluminiilsnuesns
mostly recycled.
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39.1. The Hon'ble Minister from Kerala circulated a written speech during thisgetthe Council

wherein he highlighted certain issues of concern. He suggested that the I@8iit amould be
distributed provisionally among States on the basis of the proportion of ®€ f@Ghd already
WUDQVIHUUHG WLOO QRZ +H H[SUHYV Jd$tGo etlidetheYde/ b tex@nU H J D U
diesel and instead suggested that the Centre should bring down the recent duty leijeestitie

reduction in crude price in proportion to the price increase. He expressed cegeeding slow pace

of notification of procedures and methodology and guidelines on determiningcarstitutes anti-
profiteering by the National Anti-Profiteering Authority. He suggested tire Council should take
measures to discuss issues relating to passing on the benefit of dudored consumers. He
expressed reservation regarding the suggestion to bring stamp duty under GST. He suggested to take a
considered decision regarding reverse charge mechanism as without it, cash trarsaddonsrease

and could result in tax evasion in respect of goods having fast moving invesutolnyas agricultural

produce, old gold, etc. He did not support the proposal to define the place of supptofomodation

services to be the place of registration in case of registered recipients.

Agenda item 14: Date of the next Meeting of the GST Council

40. The Hon'ble Chairperson stated that, in all likelihood, the next meeting ofuheilahall take
place through video conference during which the procedure for return filing andragr@nd CGST
Act, 2017 and SGST Act, 2017 could be taken up. He stated that the date for theet@qd mould
be informed in due course.

41. The meeting ended with a vote of thanks to the Chair.

*kkkk
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/ILVW RI +RQTE O h &te@ed/the BRIGSTZ®ouncil Meeting on 18 January, 2018

Annexure 1

Sl. No | State/Centre | Name of Hon'ble Minister Charge
1| Govt of India | Shri Arun Jaitley Finance Minister
2 | Govt of India | Shri S.P. Shukla Minister of State (Finance)
3 Andhra Shri Yar_lamala Minister_of F_inance,_PIanning, CT
Pradesh Ramakrishnudu and Legislative Affairs
4 é:gg:gﬂal Shri Chowna Mein Deputy Chief Minister
5 | Bihar Shri Sushil Kumar Modi Deputy Chief Minister
6 | Chhattisgarh | Shri Amar Agrawal Minister of Commercial taxes
7 | Delhi Shri Manish Sisodia Deputy Chief Minister
8 | Goa Shri Mauvin Godinho Minister for Panchayat
9 | Gujarat Shri Nitinbhai Patel Deputy Chief Minister
10 | Haryana Capt. Abhimanyu Excise & Taxation Minister
11 E;ggggﬁl Shri Jai Ram Thakur Chief Minister
12 Jammu_ & Shri Haseeb. A. Drabu Finance Minister
Kashmir
Minister - Department of Urban
13 | Jharkhand Shri C.P. Singh Development, Housing and
Transport
14 | Kerala Dr. T. M. Thomas Isaac Minister for Finance
15 'F\)Arz%tg?] Shri Jayant Malaiya Minister of Finance &CT
16 | Maharashtra | Shri Sudhir Mungatiwar Finance Minister
17 | Manipur Shri Yumnam Joykumar Deputy Chief Minister
18 | Mizoram Shri Lalsawta Finance Minister
19 | Odisha Shri Shashi Bhusan Beherg Finance Minister
20 | Puducherry Shri V. Narayanaswamy Chief Minister
21 | Punjab Shri Manpreet Singh Badal| Finance Minister
22 | Rajasthan Shri Rao Rajendra Singh | Deputy Speaker
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Minister for Fisheries and Personr|

23 | Tamil Nadu Shri D. Jayakumar & Administrative Reforms
24 | Telangana Shri Etela Rajender Finance Minister
25 | Uttar Pradesh | Shri Rajesh Aggrawal Finance Minister
26 | Uttarakhand Shri Prakash Pant Finance Minister

Page38 of 191

Detailed-Agenda Note 26th GSTCM



Annexure 2

List of Officials who attended the 28 GST Council Meeting on 18 January, 2018

SINo | State/Centre | Name of the Officer Charge
1| Gowt. of India | Dr. Hasmukh Adhia Finance Secretary
2 | Govt. of India | Dr. Arvind Subramanian Chief Economic Adviser
3 | Govt. of India | Ms Vanaja N. Sarna Chairman, CBEC
4 | Govt. of India | Shri Mahender Singh Member (GST), CBEC
5 | Govt. of India | Dr. John Joseph Member (Budget), CBEC
6 | GST Council | Shri Arun Goyal Special Secretary
7 | Govt. of India | Shri P.K. Mohanty Advisor (GST), CBEC
8 | Govt. of India | Shri Vinay Chhabra Pr DG, DG-GST, CBEC
9 | Govt. of India | Shri M. Vinod Kumar Pr. Chief Commissioner, CBEC
10 | Govt. of India | Shri P.K. Jain DG, DG-Audit
11 | Govt. of India | Shri Sandeep M. Bhatnagar| DG, DG-Safeguards, CBEC
12 | Govt. of India | Shri Alok Shukla Joint Secretary (TRU 1), DoR
13 | Govt. of India | Shri Amitabh Kumar Joint Secretary (TRU 1), DoR
14 | Govt. of India | Shri Upender Gupta Commissioner (GST), CBEC
15| Govt. of India | Shri Udai Singh Kumawat | Joint Secretary, DoR
16 | Govt. of India | Shri Manish Kumar Sinha | Commissioner (Ce.Ex), CBEC
17 | Govt. of India | Shri G.D. Lohani OSD, TRU |
18| Govt. of India | Shri Yogendra Garg ADG, GST, CBEC
19 | Govt. of India | Shri S.K. Rehman ADG, GST, CBEC
20 | Govt. of India | Shri Sanjay Gupta ADG, ARM, CBEC
21 | Govt. of India | Shri Sachin Jain Fidlell CEmEEeneD, S SELr
CBEC
22 | Govt. of India | Shri D.S. Malik DG (M&C)
23 | Govt. of India | Ms Sheyphali B. Saran ADG (M&C)
24 | Govt. of India | Shri S.K. Rai Director (UT), MHA
25 | Govt. of India | Shri Nagendra Goel Advisor to CBEC
26 | Govt. of India | Shri Parmod Kumar OSD, TRU-II, DoR
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27 | Govt. of India | Shri Pramod Kumar Deputy Secretary, TRU-II, DoR
28 | Govt. of India | Shri N Gandhi Kumar Deputy Secretary, DoR

29 | Govt. of India | Shri Ravneet Singh Khurang Joint Comm., GST Policy Wing
30 | Govt. of India | Ms Himani Bhayana Joint Comm., GST Policy Wing
31| Govt. of India | Shri Mahipal Singh Technical Officer, TRU-I, DoR
32 | Govt. of India | Shri Devranjan Mishra Technical Officer, TRU-I, DoR
33 | Govt. of India | Shri Susanta Mishra Technical Officer, TRU-II, DoR
34 | Govt. of India | Ms Nisha Gupta Asst. Comm., GST Policy Wing
35 | Govt. of India | Shri Siddharth Jain Asst. Comm., GST Policy Wing
36 | Govt. of India | Shri Vikash Kumar Asst. Comm., GST Policy Wing
37 | Govt. of India | Ms Gayatri PG Asst. Comm., GST Policy Wing
38 | Govt. of India | Shri Satvik Dev Asst. Comm., GST Policy Wing
39 | Govt. of India | Shri Paras Sankhla OSD to Union Finance Minister
40 | Govt. of India | Shri Mahesh Tiwari PS to MoS

41 | Govt. of India | Shri Nikhil Varma OSD to MoS (Finance)

42 | Govt. of India | Shri Debashis Chakraborty | OSD to Finance Secretary

43 | Govt. of India | Shri J S Kandhari OSD to Chairman, CBEC

44 | Govt. of India | Ms Sucheta Sreejesh OSD to Chairman, CBEC

45 | GST Council | Shri Shashank Priya Joint Secretary

46 | GST Council | Shri Dheeraj Rastogi Joint Secretary

47 | GST Council | Shri Rajesh Kumar Agarwal| Addl. Commissioner

48 | GST Council | Shri G.S. Sinha Joint Commissioner

49 | GST Council | Shri Jagmohan Joint Commissioner

50 | GST Council | Shri Rahul Raja Under Secretary

51| GST Council | Shri Mahesh Kumar Under Secretary

52 | GST Council | Shri Rakesh Agarwal Under Secretary

53 | GST Council | Shri Sandeep Bhutani Superintendent

54 | GST Council | Shri Shekhar P. Khansili Superintendent

55| GST Council | Shri Vipul Sharma Superintendent
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56 | GST Council | Shri Sunil Kumar Inspector

57 | GST Council | Shri Amit Soni Inspector

58 | GST Council | Shri Anis Alam Inspector

59 | GST Council | Shri Dipendra Kumar Singh | Inspector

60 | Infosys Shri Nandan Nilekani Board Member

61 | Infosys Shri Venkat Narayan S AVP

62 | GSTN Dr. A B Pandey Chairman

63 | GSTN Shri Prakash Kumar CEO

64 | GSTN Shri Nitin Mishra EVP (Technology)

65| GSTN Ms Kajal Singh EVP (Services)

66 | GSTN Shri Jagmal Singh VP (Services)
Govt of India, L . . :

67 CBEC, (Zones) Shri Kishori Lal Commissioner, Chandigarh
Govt of India, . . .

68 CBEC, (Zones) Shri Ashish Chandan Commissioner, Nagpur
Govt of India, . .

69 CBEC, (Zones) Shri Pradeep Kumar Goel | Commissioner, Meerut
Govt of India, . . .

70 CBEC, (Zones) Shri Neerav Kumar Mallick | Commissioner, Bhopal
Govt of India, . . .

71 CBEC, (Zones) Shri Pramod Kumar Commissioner, Delhi
Govt of India, : .

72 CBEC, (Zones) Shri Javed Akhtar Khan Commissioner, Ahmedabad
Govt of India, . . .

73 CBEC, (Zones) Shri G. V. Krishna Rao Pr. Commissioner, Bengaluru
Govt of India, . .

74 CBEC, (Zones) Shri R.C. Sankhla Commissioner, Lucknow
Gouvt of India, . . - —

75 CBEC, (Zones) Shri Mandalika Srinivas Commissioner, Hyderabad

76 Govt of India, Shri W.L. Hangshing Chief Commissioner, Shillong

CBEC, (Zones)

7

Govt of India,
CBEC, (Zones)

Shri S. Kannan

Commissioner, Chennai
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78

Govt of India,
CBEC, (Zones)

Shri Vijay Mohan Jain

Commissioner, Rohtak

79

Govt of India,
CBEC, (Zones)

Shri Virender Choudhary

Commissioner, Vadodara

80

Govt of India,
CBEC, (Zones)

Shri B.K. Mallick

Commissioner, Kolkata

81

Govt of India,
CBEC, (Zones)

Shri C.K. Jain

Commissioner, Jaipur

82

Govt of India,
CBEC, (Zones)

Shri Milind Gawai

Commissioner, Pune

83

Govt of India,
CBEC, (Zones)

Shri B. Hareram

Pr. Commissioner,
Vishakhapatnam

84

Govt of India,
CBEC, (Zones)

Shri Sanjay Mahendru

Commissioner, Mumbai

85

Govt of India,
CBEC, (Zones)

Shri Deep Shekhar

Commissioner, Bhubaneshwar

86

Govt of India,
CBEC, (Zones)

Dr. V. Santhosh Kumar

Commissioner,
Thiruvananthapuram

87 A Dr D. Sambasiva Rao Special Chief Secretary, Revenug
Pradesh

88 Andhra Shri J. Syamala Rao Chief Commissioner, CT
Pradesh

89 el Shri T. Ramesh Babu Additional Commissioner, CT
Pradesh

90 Arunachal Shri Anirudh S Singh Commissioner (Tax & Excise)
Pradesh

91 | Assam Dr. Ravi Kota Principal Secretary (Finance)

92 | Assam Shri Rakesh Agarwala Jt. Commissioner, CT

93 | Bihar Smt. Sujata Chaturvedi (P;;nupal Secretary, Finance and

94 | Bihar Dr. Pratima S.K. Verma Commissioner, CT

95 | Bihar Shri Arun Kumar Mishra Additional Secretary, CTD

96 | Bihar Shri Ajitabh Mishra Deputy Commissioner, CTD

97 | Chandigarh Shri Parimal Rai Advisor to Administrator

98 | Chandigarh Shri Sanjeev Madaan ETO

99 | Chhattisgarh | Shri Amitabh Jain Principal Secretary finance & CT
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100 | Chhattisgarh | Smt. Sangeetha P Commissioner, CT
101 | Chhattisgarh | Shri Shankar Agrawal Addl. Commissioner, CT
Daman &Diu
102 | and Dadra Shri Sajjan Singh Yadav Advisor to Administrator
&Nagar Haveli
103 | Delhi Shri H. Rajesh Prasad Commissioner, State Tax
104 | Delhi Shri Anand Kumar Tiwari Addl. Commissioner, GST
105 | Delhi Shri M. T. Kom Addl. Commissioner
106 | Goa Shri Dipak Bandekar Commissioner, CT
107 | Gujarat Dr. P.D. Vaghela Commissioner of State Taxes
108 | Gujarat Shri. Sanjeev Kumar S_e cretary (Economic Affairs)
Finance Department
109 | Gujarat Shri V.K. Advani OSD (GST)
110 | Haryana Shri Sanjeev Kaushal Addl. Chief Secretary
111 | Haryana Smt. Ashima Brar E&T Commissioner
112 | Haryana Shri Vijay Kumar Singh Addl. E&T Commissioner
113 | Haryana Shri Rajeev Chaudhary e Exc_|se_ 3 Ur el
Commissioner
Himachal . . o
114 Pradesh Shri Jagdish Chander Sharr Principal Secretary (E&T)
115 Himachal Shri R. Selvam Commlssmner of State Tax and
Pradesh Excise
116 Himachal Shri Sanjay Bhardwaj Additional Commissioner Grade-]
Pradesh
117 Al Shri Rakesh Sharma Joint Commissioner
Pradesh
118 Jammu_ & Shri P. I. Khateeb Commissioner, CT
Kashmir
119 Jammu_ & Shri P.K. Bhat Additional Qommlssmner, CT
Kashmir (Tax Planning)
120 | Jharkhand Shri K.K.Khandewal Principal Secretary-Cum-
CommissionerCT
121 | Jharkhand Shri Ajay Kumar Sinha Addl. Commissioner of State
Taxes
122 | Jharkhand Shri Brajesh Kumar State Tax officer
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123 | Karnataka Shri Srikar M.S. Commissioner, CT
124 | Kerala Dr. Rajan Khobragade Commissioner, State GST Dept.
125| Kerala Shri Mansur Mi Asst. Commissioner
126 'I\D/lraa?j?;i gir;]ré;%aghwendra Kumar Commissioner, CT
127 g;%gi?‘ Shri Sudip Gupta Dy. Commissioner, CT
128 | Maharashtra | Shri Rajiv Jalota State Tax Commissioner
129 | Maharashtra | Shri Dhananjay Akhade Jt. Commissioner, State Tax
130 | Maharashtra | Shri Sudhir Rathod OSD to Finance Minister
131 | Manipur Shri Hrisheekesh Modak Commissioner, CT
132 | Mizoram Shri Vanlalchhuanga Secretary, State Tax
133 | Odisha Shri Tuhin Kanta Pandey | Principal Secretary Finance
134 | Odisha Shri Saswat Mishra Commissioner, CT
135 | Odisha Shri Sahadev Sahoo Jt. Commissioner, CT
136 | Puducherry Shri Dr. V. Candavelou Secretary to Govt. (Finance)
137 | Puducherry Shri G. Srinivas Commissioner (ST)
Addl. Chief Secretary-cum-
138 | Punjab Shri M. P Singh Financial Commissioner
(Taxation)
139 | Punjab Shri V.K Garg Advisor (Finance)
140 | Punjab Shri Vivek Pratap Singh Excise & Taxation Commissioner|
141 | Punjab Shri Pawan Garg (IZ;)(;.mEr:](icsi;eOfe':'axation
142 | Rajasthan Shri D.B. Gupta Addl. Chief Secretary
143 | Rajasthan Shri Praveen Gupta Secretary Finance (Revenue)
144 | Rajasthan Shri Alok Gupta Commissioner, CT
145 | Rajasthan Shri Ketan Sharma Jt. Commissioner (GST)
146 | Sikkim Shri V.B. Pathak Principal Secretary, Finance
147 | Sikkim Smt. Dipa Basnet Secretary, CT
148 | Sikkim Shri Manoj Rai Jt. Commissioner, CT
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Addl. Chief Secretary CT &

149 | Tamil Nadu Dr. C. Chandramouli Registration Dept.

150 | Tamil Nadu Shri C. Palani Jt. Commissioner, CT

151 | Telangana Shri Somesh Kumar Principal Secretary (Revenue)
152 | Telangana Shri Anil Kumar Commissioner (CT)

153 | Telangana Shri Laxminarayana jannu | Add. Commissioner (CT)

154 | Tripura Shri P Srivastava Chief Resident Commissioner
155 | Uttar Pradesh | Shri Rajendra Kumar Tiwari| Addl. Chief Secretary

156 | Uttar Pradesh | Ms Kamini Chauhan Ratan | Commissioner, CT

157 | Uttar Pradesh | Shri Vivek Kumar Addl. Commissioner, CT

158 | Uttar Pradesh | Shri M.N. Verma Joint Secretary

159 | Uttarakhand Smt. Sowjanya Commissioner, State Tax

160 | Uttarakhand | Shri Piyush Kumar ¢ggitional Commissioner of State
161 | West Bengal | Smt. Smaraki Mahapatra Commissioner, CT

162 | West Bengal | Shri Khalid A Anwar Senior Joint Commissioner
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Annexure 3
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Revenue shortfall more than 20% in

State
Dec'17
| Puducherry 51%
I _Himachal Pradesh 49%
I Punjab 45%
| Uttarakhand 44%
I Meghalaya 40%
Bihar 39%
_ Odisha 39%
Chhattisgarh 37%
JEK 36%
Kamataka 31%
Jharkhand 29%
Tripura 28%
Assam 25%
Goa 24%,
Madhya Pradesh 24%,
Kerala 23%
West Bengal 22%
Sikkim 21%
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Annexure 4
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Decisions of GIC post 9.11.2017 (2/6) " (o -

* Decision by Circulation (12.12.2017)
* Extension of time limit for filing of FORM GSTR-5 &
FORM GSTR-5A for the months of July, 2017 to December
2017 upto 31.01.2018

» Extension of time limit for filing of FORM GST CMP-03
upto 31.01.2018

¥ Notification No. 68/2017 — CT dated 21.12.2017
v~ WNotification No. 69/2017 — CT dated 21.12.2017
¥" Order No. 11/2017-GST dated 21.12.2017 issued

.- PBTTNN

Decisions of GIC post 9.11.2017 (3/6) - 1

= Decision by Circulation (13.12.2017)

* To insert columms 10 to 15 in Table 6 of FORM GSTR-1

* To provide for both supplier & recipient of supplies declared
as deemed exports supplies to claim refund

* To insert Statement 6A in FORM GST RFD-01 & FORM
GST RFD-01A to capture details of invoices of outward
supplies n case of deemed export supplies

* To amend declaration required to be submitted under rule
89(2)(g) in FORM GST RFD-01 & FORM GST RFD-01A
to include the declaration of supplier also in case of deemed
export supplies

* To insert Statement 1A in both these forms to capture details
of invoices of inward & outward supplies in case of inverted
duty structure refund

v Notification No. 70/2017 — CT dated 21.12.2017 issued
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Decisions of GIC post 9.11.2017 (4/6) -

* Decision by Circulation (13.12.2017- contd.)

* Circular on manual filing & processing of refund claims on
account of inverted duty structure, deemed exports & excess
balance in electronic cash ledger
¥" Circular No. 24/24/2017-GST dated 21.12.2017 issued

* Decision by Circulation (26.12.2017)

* To provide for Centralized UIN for Foreign Diplomatic
Missions / UN organizations
¥ Notification No. 75/2017 — CT dated 29.12.2017 issued

* Amendment of FORM GST REG-10 for registration of
OIDAR service providers

* Amendment of rule 89(4) to provide separate treatment of [TC
availed in respect of inward supplies (obtained at concessional
rate) for merchant exports, domestic supplies & common
inputs

Decisions of GIC post 9.11.2017 (5/6) i

= Decision by Circulation (26.12.2017- contd.)

* Insertion of rule 96(9) to limit refund of IGST to persons
availing the benefit of notification No. 40/2017-CT (Rate) &
notification No. 41/2017-1T (Rate) both dated 23.10.2017 &
notification No. 48/2017-CT dated 18.10.2017

* to the amount of IGST on such exports paid through the
utilization of balance available in the electronic cash ledger

= to mandate that such person shall not be eligible to claim
refund of IGST

= To insert a proviso to rule 19(1) to provide for amendment to
any particular of the application for registration w.e.f. a date
earlier than the date of application only with approval of
Commissioner

* To delete Table 5 of FORM DRC-07
¥" Notification No. 75/2017 — CT dated 29.12.2017 issued
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Agenda Note No. 7(i) - Amendments in the CGST Rules (157 mamxer

MATIONN

%

3

FORM G5T ITC-03: Proposal to

increase the time period for filing Functionality not available on  the
the statement from @0 days to 180 common portal

days

Composition scheme rates under To align with notification No. 1/2018-
Rule 7 CT(R) dated 01.01.2018

Allowing application for cancellation of
Omit proviso to Rule 20 voluntary registration within 1 year of
date of registration

FORM GST REG-29: Proposal Large number of taxpayers yet to avail
to extend date till 31.03.2018 the facility
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Agenda Note No. 7(i) - Amendments in the CGST Rules (45 mamxer

MIATIONN

Amendments to the
e-way bill mles wiz_,
Rules 138, 138A and
I135B and FORM

9 GST EWE-1,
FORM GST EWE-
02, FOBRM GST
EWB-02 & GST
INV-01

To prescribe the following:

consignment value of goods for the purpose of e-
way bills will be inclusive of tax

for transport of goods by railways, air or vessel. the
registered person shall generate the e-way bill and
furnish information in Part B of the FORM GST
EWE-01

for change in conveyance in  course of
transportation, the transporter to update the details
of the conveyance in the e-way bill

making the e-commerce operator liable for
furnishing information

Making a reference to notification No. 2/2017-
Central tax (Rate) dated 28.06.2017 instead of the
complete list of exempted goods

improvements in the FORM
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Agenda Note No. 7(ii)— Reductionin late fees (2/2) Sl aper

FORM GSTR-1: late fee proposed to be

reduced to

- Rs. 50/- per day (Rs. 25/- per day under
CGST Act & Bs. 25/- per day under the

2 respective SG5T Act)

- BRs. 20/-per day (Rs. 10/- per day under the
CGST Act & Rs. 10/- per day under the Bringing the late fee on par
respective SGST Act) in case there is no With late fee for FORM
outward supply in a month/quarter GSTR-3B & GSTR4

FORM GSTR-6: late tee proposed to be
reduced to Rs. 50/- per day (Rs. 25/- per day
under CGST Act & Rs. 25/- per day under the
respective SGST Act)

Pages8 of 191

Detailed-Agenda Note 26th GSTCM



Prwpesnt U e , Robimnohed Banms

! . -
Ereapieeili Tnvase v Rakieaatbed o

Pageb9 of 191

Detailed-Agenda Note 26th GSTCM



Crapoasih U hanes

Vo apoacd i s
A 5

T, R
Wi R e Wi

Page60 of 191

Detailed-Agenda Note 26th GSTCM



Table Agenda Note No. 13(iii) - Disallowance of disputed g
credit upon transition MARKET

h?.. Proposed Change Rationale/ Reason

To remove difficulty &

ensure that the taxpayers do

not avail of credit :

a) in case of disputed
credit under transition
provisions

Issuance of Order under Section 172 to clanfy

that in certain cases, credit of taxes & duties paid :
b eulir e miotines Tt skl kb alledt h B ek ek e
claimed as transitional credit Tl pEdexaetion
17(5) of Act
¢) to take appropriate
administrative  steps
such as blocking the
credit
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Annexure 5

GIN
GST System Update

For
25% GST Council Meeting

Date : 18" Jan 2018
I D ) s
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Registrations
New Registration for Mormal Taxpayer
IS0 Registration
Enrolment for GSTP
|Opt for Composition scheme

Casual dealer registration
Amendment of Registration — for non-core fields

Rewvocation of rejected application
Processing of Registration of Migrated dealers

TDS Registration

[Opt out from composition scheme _

Cancellation of Registration of migrated taxpayers

GSTR-1 + Offline Utility
G5TR-2A viewing by Buyer

Offline Utility for GSTR-2
Offline Tool for GSTR-3B
Ofline tool for ITC-04
Eelit of GSTR-3B
:}Hlino_:-'nul for GSTR-4

| Intimation of details of stock (CWMP-03)
Non-Resident Taxable Person Registration

GSTR EJEr Input Servce Distributor (150)
GSTR-54 for OIDAR [Online Data Access or Retrieval Services)

_Engage,.f disengage G5T Practitioner, GSTP Dashboa rd,
and Locate GSTP
Application of cancellation of new taxpayer

ITC 02: Declaration for transfer of ITC in case of Sales merger efc
G5TR 5: Return for Non Resident Taxpayer
GSTR 11: Return for LN Bodies
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Services made available on GST Portal

Payments Transitional Forms
Online Payments through Internet Banking and MEFT/ Tran Form 1 - Transitional ITC / Stock Statement
m " 1 N
Dffline Payments-Over the Counter [Authorised Bank) for Tran Form 3 - Credit distribution
amount upko Rs 10,000/ Edit of Tran Form -1
Creation and malntenance of Electronic Cash Ledger TRAM Form 2- Credit on goods held in stock on the appointed day
Farm GST PMT-0F - Grievance for payment TRAMN 2 Offline Toal

Rafund

Table 6A of GSTR 1 (facility to file their export data) for Refund

RFD-01- Refund of ITC of the inputs/input services attributed to export of goods
RFD-01- Refund of Excess Balance in Electronic Cash Ledger (Released on 29th Nov 2017)

Exports of services with payment of Tax | Alternate Flow 02}

ITC accumulated due to inverted tax structure [under clause [il) of first provision to section 54(3)] | AF 05)
n account of supplies made to SE2 unit SEZ Developer {with payment of tax) | AF 08)

O account of supplies made to SEZ unitf SEZ developer {without payment of tax) [ AF 07)

Recipient of deemed exports [ AF 08}

Pre-login tracking of refund status with ARN

R

GST System — Overall Stats

e =

MNumber of Returns Filed till date 5,25,63,087
MNumber of Invoices Processed 154,47,74 967
Mew Registration Approved 35,21,334
Mumber of Migrated Taxpayers (net of cancelled) 64,11,471
Taxpayers Opted for Composition 17,08,076
Mumber of Payments Transactions 1,83,39,184
+ GSTR-1 Filingtill Jan 10, 2018 (from Sep,2017) : 1,46,49,297

+ GSTR-1 Filingtill Dec 31, 2017 3 98.42.049

+ G5TR-1 Filing from Jan 1to Jan 10, 2018 z 48,07, 248 (33% in last 10 days)

* GSTR-3B Filling™ for last 3 days for consecutive 5 months : ~0R9%

* Estimated Taxpayer Base at the commencement of the project 65 Lac

*  Estimated Taxpayer Base during Enrolment stage(Apr'17) 3 86.87 Lac

+ Taxpayersbase as on Jan'lE (validated and approved Taxpayers) : 99,32 Lac

* Increase in Taxpayer Base % (from Commencement stage) s 53%

* Increase in Taxpayer Base % (from Enrolment stage) 2 15%
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GST System — Filing Compliance Stats

Filed till Last Filied till % Completion
deyof Filing  Janl4 2018  till Janld 2018

Returns : GSTA-3B (Monthly Summary Return) (lul) &6, 86,012 - 6686012 38,34 877 61,52 666 92.02%
Retums : GSTR-3B (Monthly Summarny Return) (Aug) 74,211,661 . - 74,21,661 27,25,183 . 64,650,283 87.05%
Returns : GSTR-38 (Monthly Summary Return) (Sep) . THBL,955 . . T8,84,955 . 39,34, 256 . 6584977 23.51%
Returns : GSTA-3B (Monthly Summary Return] (Oct) . F7.79,225 . - 77,749,225 . 43,68,711 . 61,44,925 J80%
Retums : GSTR-38 (Monthly Summarny Return) (Now) 80,62,358 . - B0,G2,358 | 49,13,065 . 58,770,114 T2E1%
Retums : GSTR4 (September Cuarterly Return) 11,438,165 . - 11,48,165 - . 7.66,292 G6.74%
Returns : GSTR-1 (Outward Supplies) [luly) 66,806,012 - 6E86,012 53,30, 458 53,58.972 20.15%
Returns : GATR-1 (Outward Supplies) [August) . 74,271,661 . 42,721,881 31,99,780 17,659,344 . 18,446,355 57.70%
Returns : GSTR-1 (Outward Supplies) [September) - 78,84,955 - - 78,84 955 - 47,21,5549 - 49,31 818 62.55%
Retums : GSTR-1 (Outward Supplies) [Octokser) FIT79,225 . 42,721,881 35,57, 344 1560471 . 16,81,691 47.27%
Returns : GSTR-1 (Outward Supplies) {November) . 80,62,3538 . 42,721,881 38,40477 . 13,96,053 . 1537715 40.04%

GST System — GSTR-1 Filing Trend for last 10 days

GSTR-1 Filing - last 10 Day's Trend

417,563

Glon-18 7Jan-18

Dec'l7  Dally Tota

* 7" Jan was a Sunday
* 8" Jan—there was anissue with delay In summary generation, addressed on the same day
* Total Filing till 14" Jan: 1,153,56,551
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GSTR-3B Filing Trend for Last 3 Days

B5.0%

4,913 065

5,000,000

4,358,711

i 550,358 68.4%
4,000,000 =
o 3,363 333
170 4
AIRA 56.7%
3,000,000 2,725,183 B3
¥ 2,316,040 2476500
2,076,636
2,000,000
1,000,000

.lul Now

= Filing till Last Day e Last 2 Day's Filing i S Filing im Last 2 Days

* Trend is increasing from Sep onwards
* 20" of next manth is the last day of Filing previous month’s return; Jul had an extended last day
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Updates on Issues raised in GoM GIN

lssues Updates from 6 GoM Meeting [Held on 17'* Jan '2018)

Data Reconciliation Issues Mo Issues in Registration, Payments

Some gaps (<2%) in Returns data, being reconciled
AP| Release and Support APl calendaris being refreshed every fortnightly
Deployment of Resident Engineers Complete, REs have been deployed in CBEC/States/UTs

Relevant & accurate Error Messages on Portal after review  Completed for most of the cases
by an expert

Mizke user interface & experience more intuitive & friendly  Work in progress

Updates on MIS to Model-2 States 1. 5 Reports are available on Tax officials’ dashboard, Rest
of data |s being shared over amail.
2. Views to Tax-officers of Model 2 States :
a) Full view of GSTR-3B/GSTR-1/TRAN-01
b} Full view of ITC Ledger
c) Full view of Cash ledger
d) Full view of Liability register
e) Full view of Registration Forms

Mazking available all 69 prioritized forms on the GST portal  Details covered in next slide
In a time bound manner

Updates on GOM Prioritized Functionalities

I EN S

New Functionalities identified in 28" Oct meeting 8

Functionalities removed in view of decision of GST Council 12
Prioritized Functionalities being tracked 43
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Making available 69 Prioritized Forms on GST Portal

Appeal
Advance Ruling
Transitional Farms
Refund

3
1
3
11

3 Form iz various phases of design and development
Form is Operational
All 3 Forms are Operational

1. All1l1l Forms are different phases of design and development
2. Followingworkaroundsfor RFD-01 are operational:

a) With IGST

b) Excess Balin cash leger

¢} ITC accumulated for exporters

d] Inverted Duty

g} SEZ Unit/ Developer: With)/ without paymentof Tax

f) Deemed exports
3. Followingwill be made operational this month:

a) Assessment/Appeal/any other order

b} On account of tax paid on advance/refundvaucher

c] RFD-1B

d) RFD-10

e] Furnishing of bond or Letter of Undertaking for export of goods or services
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GSTR-4

6,97,925 Taxpayers who have filed GSTR-4 for the quarter ending Sep'17.

CGST SGST IGST CESS |TOTAL |
| CREDIT/DEPOSI 166.54 167.30 0.88 0.07 334.79

: EC 153.38  153.38 0.24| 0.01  307.01
13.17| 13.92 0.65 0.06 27.79

Cumulative turnover of all these taxpayers is Rs 30430.88 Crores per quarter

Per Taxpayer turnover comes to 4.36 lakhs per quarter or 13.44 lakhs per annum.
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Some Statistics: GSTR-4

6,97,925 Taxpayers who have filed GSTR-4 for the quarter ending Sep'17.

Cumulative turnover of all these taxpayers is Rs 30430.88 Crores per quarter
Average tax rate comes to 1.009% (tax rates are 1%; 2% and 5%)

This shows that most of them are charging 1% and 2% & 5% is being charged by
very few. (5% is for restaurants. 2% is for manufacturers)

Numb E.r o.f Ta x.. Tl.] rr;. Over (Rs | Awverage Quarterly Average Annual

Payer inCr} | Turnover(in lakhs) | Turnover

2,06,901 (29.6%) 24,562.46 11.87 47.48

4,91,024 (70.4%) 5868.42 1.20| 4.8

12 Lakhs 64,059 (9.2%)|  13,06245| = 2039 81.56

Page73of 191

Detailed-Agenda Note 26th GSTCM



Missing Registered Tax-Filers : Purchased from
Registered GST Dealer but Purchaser Never File

Return
Based on GSTR2A and GSTRI1

Partculars

Filers

Purchased from Registered Dealer bu
didn't file GSTR1 (A)
Don't have Purchase Record but Filed

GSTR1 (B)

11,77,551

Out of 17.67 lakh purchaser of gm.‘u_]s
/services, who didn’t file return 6.53

| filers are under Composition Scheme.
| Out of 10.96 lakh filers around 4 lakh
filers filed at least one 3B returns. Still
the 7 lakh filers are missing,

But why the remaining 10.96 lakh
filer didn’t file returns?
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Beautiful Symmetry: States’ Share in Base is
their Share in Total GSDP

MEL
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ey
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Correlaticin=0.95
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E'. »
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Turnover Distribution by Transaction Type and Size:
Small are Equally in B2B and B2C.

Big are more in B2B and account for nearly all Exports

Transaction Type
B2R B2C Exports Nil: Total Share

of
Filers

Below-Threshold 0,2% 0. 2% 0.0% (0% 0.4% 32,2%

Composition 1.2% 1.1% 0.0%% 0.1%% 2.4% 36.0%

SME 3.8% 2.3% 0.1% 0.5% 6.8% 22.0%

Medinm 15.5%% 4 3%, 1.5% 2.8% 24.1% 9 2%

Latge 36.5% 4.9% T.7% 17.1% 66.2% 0.6%

Total 57.3% 12.8% 0.4%, 20.5%  100.0%: 100%%

Who Deals with Whom: Small Buy from Large
In Addition to Selling to Large

Purchaser Turnover Category
Threshold Composition  SME  Medum Large Total
Supplier | Thresheld 0.0% 0.1% 0.1% 0.1% 0.1% 0.3%
Turnover - ; 0 o, 4 [
Catepory Composition 0.2% 0.4% 0.5% 0.6% 0.4%, 2.2%
" | SME 0.5% 1.0%% 1.6% 22% 1.3% 6.7%
Modis 0% 208 48%  109%  83%  27.0%
Large : 0.7% 1.1% : 41%  17.3%  40.6% 63.8%
Total 2.5% 4.6% 11.1%  311%  50.7%  100.0%
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Annexure 7
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Simplification in Process

.. Issue1: Mechanism of Credit Tracking

-redll Tracking
Credil Trocking

Credit Claimed Tax Paid
by Receiver by Supplier

e What should be the granularity of tracking?
9 What should be the mechanism of tracking?

0 How should mismatches be handled? Whao is at fault?
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At what granularity should credit be tracked?

MNone

Self-decforad gross amount

i GSTR-28

Counter-Party

Purchase ond Supply statemant

L COUTEr-EaNTy kevel

Invoice

{rwoice bevel supply
purcihase statements

Fotentasl for urakes

x

rprdenboesd|

oredit

claims [both emantionsd &

drtrochaces “fuzziness” In
madchig dus o goods-in-
trarnit and other scenarios

Prowides clear mackhanim for

poAEr parties o reconcis
accounts and mismatcFes

Elrrirpstne s b by of

Ry o smmenurmant by tan
s sarssreent By tan officials

= Mo mpsheric machan iz do
officiats for revarsal

Rrasch crech

b4

Inbesgratice with a-iayiil

Ralyon assessmant and
and good tracking

mteraos with tox oHiciads

|G5T Comminee rejectad ths
ophion

Eraabsbes futore ot
i atioes B crednfoan
agaeet certidfieg i st

& Q8 L £

Recommendation: Tracking of ITC at Invoice Level

I |8
Data from GSTR1/2A shows that 91% of tax payer have fewer

than 50 invoices

120,009
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93% of the tax payers have less than 50 sales invoices that need to be uploaded

I i 4
Data from GSTR1/2A shows that 91% of tax payer have fewer

than 50 invoices to accept

L0, N

1240, 0%

AE.ET 9D.O00% 99.40% 99.57H  90.84%

100, DO

“ 95.94%

B0.00%
E0.00%
A0 0

20.00%
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01 b
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+  81% of the tax payers have less than 50 purchase invoices that need to be accepted
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IssueZ: Granularity of Invoice data

& artincia al rat Som L mMa g a Aacédplance ] SHE
g smal [@x pavers

Recommendation

Invoice data be should accepted at [tem Level along with an ltern Number field and

HSN code. Implementation in phases
— Phase-1 only at invoice value with HSN level data in a separate table
— Phase-2 (after system stabilizes); At line item level with HSM code there thus removing
the HSM table

e
Issued: Should there be separate periods for filing returns?
Current Return filing (35TR-1, G5TR-2, GSTR-1A, GETR-B) is a workflow driven system
= Muiltiple entities cannot simultanecusly add/modify the same invoice data. It requires some
kind of cut-off
Each “cut-off' transiates 1o & fling of relurn = GETR-1, GETR-2, GETR-1A, GETR-6

— Itis a system eguivalent of an intersection on the road which causes coordination delays. An
ntersection free highway model on the other hand allows mone people to accomplish more wark

5 & L L. [EN i} 10| oas
o &} = r.] L 1] : L
e [ - KR :
J R ) R 11 ]
w =1 ]
-|
Recommendation. Not cut-0ff. One way traffic

e W
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Issued: Number of Returns to be Filed

Recommendation

+ One return per period

Two options to achieve this

— Workflow driven

« Provisional Credit on the basis of Seler's Data + Buyer-declared additional
Purchase detalls at Invaice level (Option-1)

Simultaneous Upload of Sales/Purchase data (System matching)

+ Buyer-declared |TC by way of filing of Purchase details at invoice level (Option-2)

e
Option 1
Confirmous
spkadiacseplanee of Ivsices [ | |

¥
Al

53 E GETR:

Accepl, Finalize, Pay B Fle
FY & Fy

Regular involce upload/acceptance with counter parties — No cut-offs
*  Provisional ITC on basis of self-declaration at invoice level
Supplier needs to upload the missed invoice before specified period [ 1 or 2
menths)
If supplier defaults, provisional ITCwill be reversed — but without Interest
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Experience from States which have implemented
Invoice level data for Return

* Maharashtra

*  Started with Counterparty (ledger] level data

= Switched over to invoice level matching last year

+  Mismatch is generated and shown to taxpayer [data from both buyer and saller

is shown for pair of buyer-seller sorted on date reported

* Noaute-reversal

* ITC Is given in case of Invalid return and tax department goes after sellers
« Karmmataka

+  involes level matching

= Mismatch is shown to taxpayers and they are given time to resolve it
Matching /W is run on close of return filing (after last date of filing) to generate
mismateh which is shown to taxpayers. After that matehing S/W is run everyday
at night to clear all cases where corrections have been made.
+ initially Karnataka Govt gave 9 months to taxpayers to make corrections

*  MNo auto-reversal
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Rollout and Transition Plan
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Proposed Gradual Transition Plan

Current Process

Transition Phase

End-5tate

Self-deciared G5TR-36 for
EafpTnant of tanes ard
declaration of T iakilay

D

Mantrdy { Quartarky filing of
GETR-1 for pubward supplies

{Drurirgg Tha paricsd davelopmment
of new Rebarn softwore takes
plara e ol ancountsng
softwars compenies and G5Ps
g=tready.

.

x|

Q

ritrockace mew Rebarn wath

salos and pancheso ™

AR T

Tty Shoedhd Do il 1o
fllm e Rt without

SR T

fnnesaras could be filed &
separsiely,
Porgitraat i[5 mode wiih Retura =l

Aftar 3 moeths make
arvresure filing slorg with

Rabarn
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Annexure 8

We have come a long way and agreed on number of items

« Need for comprehensive credit validation and Invaice level matching = rathe

than at counter-party leve

* Common filin g Trequency tor all tax payers {mon T|'I|'_.':

-

Delinking of Credit/Debit Motes with invoices in alignment with the trade
practices

PP PR g iy p—— L
" _-':uc-.-—.J LrOQUCTIo

* Simplification of Input Service Credit Distribution through credit-transfe

instead of a Return

il Wl I. © g "rebaiaed
Yooy v
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This principle is even more important in GST Regime

» Settlement of Integrated GST in case of inter-state transactions
becomes a lot more complex and harder to audit

= Transactions have to be settled and reversed and resettled on a continuous
basis — perhaps at an invoice level

+ Benefits of other related initiatives like eWayBill will be diluted.
Fraudsters will hide under the cover of mismatch to circumvent
provisions of EWB

—_— o
Failure Criteria : There are some models that are doomed to fail

1. Anyselution that increases the burden on the taxpayer to correct mismatches is
guaranteed to fail

— There will be severs resistance from the taxpayers to bear the additional burden

2. Anysolution that relies on tax official’s intervention to reduce the mismatch is also
doomed to fail

— Especially in the GST regime where there will division of administrative authority bfw Center &
State

—Infroduces subpectivity of assessments & audits and potentially perceived as tools of harassment

3. Anysolution that permits higher levels of mismatch in the first place will alzo fail
—High levels of mismatch means there can be no automatic reversal. Paves way for fallure causes 1
B 2 i.e. greater burden of correction and Tax official intervention

=_— L
Let us examine the past models ...

VAT Model System Matching

G5TR 1= 242 2 1A Madel

Toxpoyer independant!y upload
supply and purchase invoices which
iz matched by the system

Toxpayer corrects the mismatches by
efther correcting the supply
statement or purchose statement

Supplier files GSTR-1 which is made
avelloble in GSTR-2A.

Buyer files GSTR-2 by accepting
invaices.

Corrections and Additions are made
availoble to supplier in GSTR-14
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What is the data telling us?

« While not all 30-40% are fraudulent = the high value provides sufficient cover
to fraudsters to easily slip the fraudulent claims knowing fully well detection
going to be hard. (Meedles in a hay 1]

« System Matching Model has the risk of getting stuck in an unbreakable

degenerative cycle

he high level of intial mismateh w make autamatic reversal of ered

5 little or no incentive for

tha micmateh

AR T A e
BN sRTEpREE R b neehee weaiing,. fue piaeiphe -
v ahian.

= YRR

e R Ny

e e e
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Data from G5TR1/2A shows that 91% of tax payer have fewer than 50
invoicesto accept

—
But then why was GSTR2 perceived as a burden?

« Comparing supplier invaoice with Purchase books all over again for tax credit

claim purposeas is a burder

* Comparing Supplier invoice that is not at the same granularity as their books is

burden

* Comparing all Supplier invoices ina span of 5 days that too by a professional is
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In summary, GSTR-2 model was burdensome because...

By modeling "lnvoi

I Ance ax "R 1
Sl ek B it =3 re perm
I : urms | 7 I
+ Gt e of fo as also too complex which required a t essionals hel
* Reporting of invoices at rate-level instead of line-item level created mare work to the

PSRN of sl
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Highlights of the proposed solution — Invoice Acceptance

Biuy supplier invaices on the G5T System which automatically detern
input (ITC)
v Koy Cor te fromm GSTR-2 and term Matching Modal
‘acceptance” - not “filing" Acceptance
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e
Gradual Transition to the New Model
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Annexure 9

REPORT \;F\—\rg EW:;\TUTTF= ON ‘1"‘] f(q H q') l Cﬂ‘ﬁ ;FTé
i€

CRET T

December 2007

Officer’s Meeting - 11.01.2018

Terms of reference of the Committee

* To evolve a definition of handicraft goods based
on its way of manufacture and cultural and
heritage linkages

* To identify the goods under different HSN Codes
which shall be considered as handicrafts

* To identify specific issues of handicraft items and
suggest possible solutions.
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TOR 1-Definition of handicrafts

*+ Given the wide diversity of handicraft goeds, the definition should
be sufficiently elucidative, while aveiding over or under inclusion

** The definitions used by UNESCO and other national as well as
international bodies were analyzed
“* The committee utilized Observations of Hon'ble Supreme Court on
handicroft
<+ Committee felt that three elements must be included
v Predominant use of hands,
¥ sufficient artistic and traditional elements, and

¥ distinct output from machine made goods.

TOR 1-Definition of handicrafts

After several iterations, the committee arrived at the
following definition:

“Handicrafts are goods predominantly made by hand even
though some tools or machinery may also have been used in
the process; such goods are graced with visual appeal in the
natfure of ornamentation or in-lay work or some similar work
of a substantial nature; possess distinctive feafures, which can
be waesthetic, artistic, ethnic or culturally attached and are
amply different from mechanically produced goods of similar
ufility™
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TOR 2- Identification of HSN for handicrafts

A definition however carefully drofted, may not be able to
precisely denote all handicraft items.

Therefore, the definition must be qualified by a list of items.
A starting list was obtained from the Directorate of Handicrafts.
This list was circulated to States inviting suggestions.

The list of handicraft was thus prepared of 40 HSN Codes by

Ire I|.'."1"|::l|'|:"i ()F :i'.JUUHE-'IC'.IHE iy ] :—:x:s:l-rlg I"i""i!i-r-( aflons

Addition of specific named handicrafts
The Committee also felt that differential treatment for
I

handicrafts (rates etc) could be restricted to specified
distribution channel.
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$.Ne  Heading ltem Existing Rafe
8 4823 Articles made of paper mache 5
? E&07, 5409 Colr articles 5
10 57 Handmeade carpets and other handmade textile floor coverings 12
(including namda gabba)
11 EB043000 Handmade lace 12
12 5805 Hand-woven tapestries 12
13 580810 Hand-made braids and arnamental trimming in the piece 12
14 5810 Embroidery in the piece, in strips/in motifs 5
15 &117, 6214 Handmade /hand embroidered shawls 5/12
16 64032040 Kolhapuri chappals and similar footwear [ ladhakl shoes] 5/18
17 404 19 90 Footwear with uppers of jute textile material 5/18
18 4802 Carved stone products (e.g., statues, statuettes, figures of 12
animals, writing sets, ashtray, candle stand)
19 £B159990 Stone art ware, stone inlay work 18

VRIS
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Agenda Iltem 2: Deemed ratification by the GST Council of Notifications, Circularand Orders
issued by the Central Government

In the 22¢Meeting of the GST Council held at New Delhi o"@ctober, 2017, it was
decided that the notifications, circulars and orders which are being issued by the Central Government
with the approval of the competent authority shall be forwarded to the GST Council Secretariat,
through email, for information and deemed ratification by the GST Council. Accordingfiy 28"
Meeting, held on 1 January, 2018, the GST Council had ratified the Notifications, Circulars and
Orders issued before the date of the said Meeting.

2. In this respect, the following Notifications and Circulars issued after 18 January, 2018 (date of
the 23" GST Council Meeting), till 05 March 2018, under the GST laws, by the Central Government,
as available omww.cbec.gov.inare placed before the Council for information and deemed

ratification: -

Act/Rules Type Notification Nos/Circular
Nos
CGST Act/CGST Rules | Central Tax 02 to 11 of 2018

[Notification Nos. 12 and 1]
of 2018 are proposed to be
issued by the Central

Government on 07.03.2018

Central Tax (Rate) 01 to 09 of 2018
IGST Act Integrated Tax 01 of 2018
Integrated Tax (Rate) 01 to 10 of 2018
UTGST Act Union territory Tax (Rate) 01 to 09 of 2018
GST (Compensation to | Compensation Cess (Rate) 01 of 2018
the States) Act
Circulars Under the CGST Act 29 to 31 and 33 of 2018
3. The GST Council may grant deemed ratification to the Notifications and Circulads lis
above.
*kkkk
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Agenda ltem 3: Decisions of the GST Implementation Committee (GIC) for information of the
GST Council

GIC took certain decisions between 18 January 2018 (when tH8&b Council Meeting was
held) and 05 March 2018 (before thé"Z&ST Council Meeting scheduled on 10 March 2018). Post the
Council Meeting, whenever there were issues which required immediate resolution, the appheval of t
GST Implementation Committee was sought and consequential notifications/circdens/arere
issued. Due to the urgency involved, certain decisions were taken after obagipiogal by circulation
amongst the GIC Members. The details of the decisions taken are given below:

2. Decisions by Circulation +20 January 2018

2.1 An email was received from Commissioner, GST Policy Wing, whereiadtstated that in

view of the difficulties faced by taxpayers in filing of GSTR-3B return ttugechnical glitches in
GSTN, the last date for filing of GSTR-3B for December, 2017 is being extended by two days i.e. upto
22.01.2018 with the concurrence of the GIC Members.

2.2.  Accordingly, notification No 02/2018Central Tax dated 20 January 2018 was issued.

3. Decisions by Circulation +02 February 2018

3.1. An email was received from Joint Commissioner, GST Policy Wing, wherefitatatin for
postponing the implementation of e-Way Bill Rules for both inter-Sate aradState movement of
Goods was to be issued in view of the inability of taxpayers to operate the pewaydue to technical
glitches as reported by GSTN. This was causing difficulties and disruptions to the trade amg indus

3.2. GSTN proposed to extend the date from which e-Way bill provisions for inter-State movement
of Goods come into force to #&ebruary, 2018. GIC decided that the date of coming into force of the
e-Way Bill Rules may be postponed till a date to be notified later.

3.3. Accordingly, notification No 11/2018Central Tax dated 02 February 2018 was issued.

4. 12" GIC Meeting +15 February 2018

4.1. The 12 Meeting of the GIC was held at Kalpvriksha in North Block on 15 December, 2018 in

which few Members participated through Video Conference. DhkH Q G D L pésaPto Sef upRa

Grievance Red HVVDO OHFKDQLVP WR DGGUHVV WHFKQLFDBIJWKWFKHYV
RUGHUV RI WKH +RQYEOH +LJK &RXUWYV RI $QWDKDVEDWLRQGQRXYP E
and 2239/2018 respectively, relating to delay in filing of various returns aAdlTIRdue to glitches in

*671 DQG WKH VSHFLILF GLUHFWLRQ RI WKH +ROQBBDOGH WHIXUKR X
mechanism be put in place to address the problems faced by the taxpayers due to glitches in GSTN.

4.2. After discussion, the GIC decided that a final decision on this ageulibbe kept in abeyance
and that Member (GST), CBEC is authorised to take appropriate decision to cothpiiyenarders of
WKH +RQYEOH +LJK &Radd) Mub& in $\OtCPetKidhENDs 67/2018 and 2230/2018
respectively relating to delay in filing of various returns and TRAN-1 dugitches in GSTN and to
keep penalty and fine in abeyance.

5. 13" GIC Meeting +26 February 2018

5.1. The 18 GIC Meeting was held on 26 February 2018 in which few Members participated
through Video Conference. The 4 agenda items taken up for discussion andtioaneoare as follows:

Pagel08of 191

Detailed-Agenda Note 26th GSTCM



5.2 Agenda Item I Amendments in the e-Way bill rules

5.2.1. Commissioner, GST Policy Wing, CBEC, briefed about the proposed amendmentsitathe e
Bill Rules. He added that the same could be notified from a date to be decided later.

5.2.2. The major changes in the e-Way Bill Rules were as detailed below:

Vi,

Vii.

viii.

Xi.

5.2.3.

Transporters, Courier agencies and registered job workers mRpRIT-A of FORM

EWB-01 after getting an authorisation for doing so from the registered person.

Value of exempt supply has been excluded from the consignment value.

Public conveyances have been included as a mode of transport and the e-way bill in case
of movement of goods by public transport has to be generated by the consignor or the
consignee.

Impact of an addition of a new sub-rule 2A would be that in case cémemnt of goods

by railway, air and vessel, the e-way bill can be generated even after commerafement
movement.

Railways have been exempted from generating and carrying e-way bill with the
condition that without the production of e-way bill, railway will not detithe goods

to the recipient.

The distance from the place of consignor to the place of transporteritir RART-B

of FORM EWB-01 may not be filled has been increased to 50 km from 10 km to handle
practical issues and to facilitate express delivery industry.

In case of trans-shipment or vehicle change, the transporter or the consignor/consignee
can assign the e-way bill to another registered or enrolled transporter whpdede u

the vehicle no. ilPART-B multiple times.

Rule 138(7) shall come into force from a future date which provides for the transporter
to generate an e-way bill in case of inter-State movement of goods carried itea sing
conveyance by road valued at more than Rs 50,000/- and where the consignor/consignee
have not generated the e-way bill.

The consignor/consignee or the transporter now have 15 days to fill the inéorinat
PART-B of FORM EWB-01 as compared t@2 hours. The recipient is required to
communicate his acceptance or rejection of the e-way bill within theitygberiod of

the concerned e-way bill or 72 hours whichever is earlier.

Carrying e-way bill in physical form is no longer mandatory and may becdairi
electronic form.

Insert a definition of Over Dimensional Cargo (ODC) and to have a separateyvalidit
period of e-Way bill for movement of ODC (20 km per day).

The GIC approved the amended e-Way Bill Rules with the following

modifications/additions:

In the second proviso to Rule 138 (1) of the CGST Rules, 2017, to insert at @rizper

SODFH WKH ZRXWKRIRLY DWLRQ UHFHLYHG IURP WKH FRC
issued on e-Way bill would clarify that for Provisos 1 and 2 to Rule 138(1) of the CGST

Rules, 2017, an authorisation would mean an authorisation from the consignor and to the
Transporter or to the Courier company. If the Transporter or the Courier congpany i
generating the e-Way Bill, the authorisation of the consignor can be given in anyrmanne

and it should only be given to the Transporter or the Courier company and no copy need

to be filed with the Tax Department. Further, the consignor would be boutid by
declaration made by the Transporter or the Courier company on behalf of the consignor.
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i. 7KH ZRUG 3PD\" VKDOO EH VXEVWLWXWHG E\&W&KMH ZRUG
Rules, 2017.

iii.  Forthe proviso to Rule 138(10) of the CGST Rules, 2017, a few additions would be made
LQ WKH OLVW RI pH[FHSWLRQDO FLUFXPVWDQFHVY XQGF
validity period of e-Way bill, namely transhipment, vehicle breakdown, vehicle atciden
and any other event that CCT, Gujarat, may suggest. This would also be incorporated as
a clarification in the FAQ to be published on a later date.

iv. ,Q 5XOH P WR LQVHUW WKH ZRUG 3FDUWKHDIWHU
ZRUG PFRQWDLQHUY
v. For5XOH N IRUPXODWLRQ UHODWLQJ WRWKHIHQFH

GST Policy Wing, CBEC in consultation with the Ministry of Defence.

vi. In the Annexure to Rule 138 for the FORM GST EWB-01, in PART B, ferethtry
DIJDLQVW % ULXPEOHKIRROBARDG LQ DGGLWLRQ WR UH.
entries can also be made for vehicle numbers of Defence forces, Temporary Registration
Numbers and Vehicle numbers from Bhutan and Nepal.

5.2.4. The GIC approved the proposal with minor modifications as stated ingmragR.3. The
revised e-Way Bill Rules are Ahnexure L The implementing notificatioNo. 12/2018+Central Tax
is proposed to be issued on 07 March 2018.

5.3.  Agenda Item 2 tAmendment in relation to transitional credit in Central Goods and Service
Tax Rules, 2017

5.3.1. Commissioner, GST Policy Wing, CBEC, stated that the last date for ifiugrtisé details in
FORM GST TRAN-2 was not specified in the CGST Rules, 2017 and that the FORM was made
available on the common portal only from™December 2017. The Law Committee had proposed to
specify the last date for furnishifgORM GST TRAN-2 as 3% March, 2018 and to amend Rule
117(4)(b)(iii) of the CGST Rules, 2017 as follows:

"The registered person availing of this scheme and having furnished the details besidmkhim

in accordance with the provisions of clause (b) of sub-rule (2), submits a state FORNhGST

TRAN 2 by 3F' March 2018, or within such period as extended by the Commissioner, on the
recommendations of the Council, feachof the six tax periods during which the scheme is in
RSHUDWLRQ LQGLFDWLQJ WKHUHLQ WKH GHWDLOV RI VXSSOLI

5.3.2. The GIC approved the amendment proposed in Rule 117(4)(b)(iii) of the CGST Rules, 2017.

5.3.3. The implementing notificatidwo. 12/2018+Central Tax is proposed to be issued on 07 March
2018.

5.4. Agenda Item 3- Change in the declaration to be submitted in FORM GST RFD-01A

5.4.1. Commissioner, GST Policy Wing, CBEC, stated that certain registered perserfaciay
difficulty in getting refunds sanctioned against applications submitted manu&@mRM GST RFD-

01A due to the requirement of submitting a declaration along with the said fotarinigdhat no
drawback has been claimed on goods or services or both in respect of which the refund is claimed. The
intent behind requiring a taxpayer to submit the above declaration along with the appiicBORM

GST RFD-01Awas to ensure that no refund was sanctioned in respect of those goods against which
drawback had also been availed from the Customs Authorities. Accordingly, freassed that the

said declaration may be amended as under:
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3 hereby declare that the goods exported are not subject to any export duty. | also declare that |
have not availed any drawback of central tax on goods or services or both and that | have not
claimed refund of the integrated tax paid on supplies in respect of which refund is claimed

5.4.2. Commissioner, Commercial Taxes, West Bengal, stated that lotefTStabfficers were not
clear about the concept of lower rate and higher rate of drawback and the same needed to be clarified.

5.4.3. After discussion, it was agreed that to make the declaration naonbigoous, it could read as
follows:

3 hereby declare that the goods exported are not subject to any export duty. | also declare that |
have not availed any drawback of central tax, central excise or service tax on goodsaa@sserv

or both and that | have not claimed refund of the integrated tax paid on suppfiespect of

which refund is claimed

5.4.4. The GIC agreed to the revised formulation proposed in paragraph 5.4.3.

5.4.5. The implementing notificatidvio. 12/2018+Central Tax is proposed to be issued on 07 March
2018.

5.5. Agenda Item 4 +Rescinding notification No. 06/2018Central Tax dated Z28January, 2018

5.5.1. Commissioner, GST Policy Wing, CBEC, stated that the issue contained in theisganda

pertained to filing oFORM GSTR #5A which captures the details of the supplies of online information
and database access or retrieval servicdBAR ) by a person located in a non-taxable territory to a
non-taxable online recipient.

5.5.2. He further stated that it was observed that as per section 20 of thAdG8T17 vide which
various provisions of the CGST Act, 2017 have been made applicable to like nmattelation to
integrated tax, the provisions relating to late fee had not been madmabfgp[iSection 20(viii) of the
IGST Act refers]. Thus, section 47 of the CGST Act levying late feedlaydd filing of returns beyond

the due date was not applicable to delayed filing of a return under the IGSTece,Hho late fee was
payable for delayed filing of the return under the IGST Act. Accordingly,a$ ywoposed that
Notification No. 6/2018+Central Tax dated Z3January, 2018 needed to be rescinded. He further stated
that during the process of law amendment, a suitable provision would be inceddoratake returns
under the IGST Act also subject to late fees.

5.5.3. The GIC approved the proposal to rescind Notification N0.6/2018-Centallafed 23
January, 2018.

5.5.4. The implementing notification No 13/203&entral Tax is proposed to be issued on 07 March
2018.

6. The decisions of GIC are placed for information of the Council.

*kkkk
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Annexure 1

Revised e-Way Bill Rules

3138. Information to be furnished prior to commencement of movement of goods amggneration
of e-way bill. - (1) Every registered person who causes movement of goodsneignment value
exceeding fifty thousand rupees

(1) in relation to a supply; or

(ii) for reasons other than supply; or

(iir) due to inward supply from an unregistered person,
shall, before commencement of such movement, furnish information relating taithgoods as
specified inPart A of FORM GST EWB-01, electronically, on the common portal along with such
other information as may be required on the common portal and a unique number will bieedeorera
the said portal:

Provided that the transporter, on an authorization received from the registered pergon,
furnish information inPart A of FORM GST EWB-01, electronically, on the common portal along
with such other information as may be required at the common portal and a unique wilhitesr
generated on the said portal:

Provided further that where the goods to be transported are supplied through an e-commerce
operator or a courier agency, on an authorization received from the consignor, thatiofoinPart
A of FORM GST EWB-01 may be furnished by such e-commerce operator or courier agency and a
unique number will be generated on the said portal:

Provided also that where goods are sent by a principal located in one State tecakjab
located in any other State, the e-way bill shall be generated either by the pandhmjob worker, if
registered, irrespective of the value of the consignment:

Provided also that where handicraft goods are transported from one State to anothesdiy a per
who has been exempted from the requirement of obtaining registration under ¢lpasels(ii) of
section 24, the e-way bill shall be generated by the said person irrespecthe \alue of the
consignment.

Explanation 1.xFor the purposes of this rule, the expressidaD Q G L F U Dhiddthel Rdi@ng ‘as
assigned to it in the Government of India, Ministry of Finance, notificdfio/32/2017-Central Tax
dated the 15 September, 2017 published in the Gazette of India, Extraordinary, Part Il, Section 3, Sub-
section (i),videnumber G.S.R 1158 (E) dated thé" Beptember, 2017 as amended from time to time.

Explanation 2 For the purposes of this rule, the consignment value of goods sheilk balue,
determined in accordance with the provisions of section 15, declared in an invoice, a blypbsap
delivery challan, as the case may be, issued in respect of the said consignment and alsdhacludes
central tax, State or Union territory tax, integrated tax and cess charged, iif #mg/,document and
shall exclude the value of exempt supply of goods where the invoice is issued ihoEbpét exempt

and taxable supply of goods.

2) Where the goods are transported by the registered person as a consignor or &md oécipi
supply as the consignee, whether in his own conveyance or a hired one or agnugi@ance, by road,
the said person shall generate the e-way bifQRM GST EWB-01 electronically on the common
portal after furnishing information iRart B of FORM GST EWB-01.
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(2A) Where the goods are transported by railways or by air or vesselvtnel®H shall be generated
by the registered person, being the supplier or the recipient, who shall, lestoez or after the
commencement of movement, furnish, on the common portal, the informaRart i of FORM GST
EWB-01:

Provided that where the goods are transported by railways, the railwayaathddlliver the
goods unless the e-way bill required under these rules is produced at the time of delivery.

3) Where the e-way bill is not generated under sub-rule (2) and the goods ad beedto a
transporter for transportation by road, the registered person shall furnisifotinggition relating to the
transporter on the common portal and the e-way bill shall be generathd trgrisporter on the said
portal on the basis of the information furnished by the registered per$tartiA of FORM GST
EWB-01:

Provided that the registered person or, the transporter may, at his option, gemcaey the
e-way bill even if the value of the consignment is less than fifty thousand rupees:

Provided further that where the movement is caused by an unregisteredgitiiesoim his own
conveyance or a hired one or through a transporter, he or the transportat thajy,option, generate
the e-way bill inFORM GST EWB-01 on the common portal in the manner specified in this rule:

Provided also that where the goods are transported for a distance of upto fifty defowighin
the State or Union territory from the place of business of the condigioe place of business of the
transporter for further transportation, the supplier or the recipient, or as ¢hmaglse, the transporter
may not furnish the details of conveyanc®art B of FORM GST EWB-01.

Explanation 1 +For the purposes of this sub-rule, where the goods are supplied by an
unregistered supplier to a recipient who is registered, the movement shall leelsachtised by such
recipient if the recipient is known at the time of commencement of the movement of goods.

Explanation 2.-The e-way bill shall not be valid for movement of goods by naaldss the
information inPart-B of FORM GST EWB-01 has been furnished except in the case of movements
covered under the third proviso to sub-rule (3) and the proviso to sufpyule

(4). Upon generation of the e-way bill on the common portal, a unique e-waytibber (EBN)
shall be made available to the supplier, the recipient and the transporter on the common portal.

(5). Where the goods are transferred from one conveyance to another, the condiignercipient,
who has provided information fart- A of theFORM GST EWB-01, or the transporter shall, before
such transfer and further movement of goods, update the details of conveyancewayhgileen the
common portal iPart B of FORM GST EWB-01:

Provided that where the goods are transported for a distance of upto fifty kilometres within the
State or Union territory from the place of business of the transportdly timahe place of business of
the consignee, the details of the conveyance may not be updated in the e-way bill.

(5A) The consignor or the recipient, who has furnished the informatiBarirA of FORM GST
EWB-01, or the transporter, may assign the e-way bill number to another registerad|td
transporter for updating the informationmiart-B of FORM GST EWB-01 for further movement of
consignment:
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Provided that after the details of the conveyance have been updated by tlwteaispart
B of FORM GST EWB-01, the consignor or recipient, as the case maybe, who has furnished the
information inPart-A of FORM GST EWB-01 shall not be allowed to assign the e-way bill number
to another transporter.

(6) After e-way bill has been generated in accordance with the provisicub-otile (1), where
multiple consignments are intended to be transported in one conveyance, the transpartdicatay
the serial number of e-way bills generated in respect of each such consignnteonietdly on the
common portal and a consolidated e-way biF@RM GST EWB-02 maybe generated by him on the
said common portal prior to the movemengobds.

7 Where the consignor or the consignee has not gendfr@&M GST EWB-01 and the
aggregate of the consignment value of goods carried in the conveyance is more thhougand
rupees, the transporter, except railways, air and vessel, shall, in respect of ietsubat, generate
FORM GST EWB-01 on the basis of invoice or bill of supply or delivery challan, as thernagbe,
andmay also generate a consolidated e-way bH@RM GST EWB-02 on the common portal prior
to the movement of goods:

Provided that where the goods to be transported are supplied through an e-commerce operator
or a courier agency, the information®art A of FORM GST EWB-01 may be furnished by such e-
commerce operator or courier agency.

(8) The information furnished iRart A of FORM GST EWB-01 shall be made available to the
registered supplier on the common portal who may utilize the same for furnishiilg deFORM
GSTR-1:

Provided that when the information has been furnished by an unregistered supplier or an
unregistered recipient iRORM GST EWB-01, he shall be informed electronically, if the mobile
number or the e-mail is available.

(9) Where an avay bill has been generated under this role goods are either not transported or
are not transported as per the details furnished in the e-way bill;wag &ill may be cancelled
electronically on the common portal within twenty-four hours of generation of the eillvay

Provided that an e-way bill cannot be cancelled if it has been verified in iraasitordance
with the provisions of rule 138B:

Provided further that the uniqgue number generated under sub-rule (1) shall be vatidrfoda
of fifteen days for updation d¢tart B of FORM GST EWB-01.

(10)  Ane-way bill or a consolidated e-way bill generated under this ruléshaalid for the period
as mentioned in column (3) of the Table below from the relevant date, for the distéhuoe thve
country, the goods have to be transported, as mentioned in column (2) of the said Table: -

Sl. No. Distance Validity period
1) 2) 3
1. Upto 100 km. One day in cases other than Over
Dimensional Cargo
2. For every 100 km. or part thereof thereafter | One additional day
3. Upto 20 km One day in case of Over
Dimensional Cargo
4, For every 20 km. or part thereof thereafter | One additional day in case of Ove

Dimensional Cargo:
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Provided that the Commissioner may, on the recommendations of the Council, by raificati
extend the validity period of an e-way bill for certain categories of goods as may be speerged t

Provided further that where, under circumstances of an exceptional nature, including trans
shipment, the goods cannot be transported within the validity period of the leifly#tye transporter
may extend the validity period after updating the detail®amnt B of FORM GST EWB-01, if
required.

Explanation 1.2 For the purposes of this rule, tiéJ H O H Y Ds@aiWmeab ivettiate on whittie e-
way bill has been generated and the period of validity shall be countedieaime at which the e-
way bill has been generated and each day shall be counted as the period expiriimjgat ofi the
day immediately following the date of generation of e-way bill.

Explanation 2.2 )RU WKH SXUSRVHV RI WKLV UXOH WKH H[SUHVVLRQ 3Z
a cargo carried as a single indivisible unit and which exceeds the dimensiorsapiisitribed in rule
93 of the Central Motor Vehicle Rules, 1989, made under the Motor Vehicles Act, 1988.

(11) The details of e-way bill generated under sub-rule (1) shall be made available to the-

(a) supplier, if registered, where the informationHart A of FORM GST EWB-01 has been
furnished by the recipient or the transporter; or

(b) recipient, if registered, where the informationFart A of FORM GST EWB-01 has been
furnished by the supplier or the transporter, on the common portal, and thersopplie
recipient, as the case maybe, shall communicate his acceptance or rejebtaoasignment
covered by the e-way bill.

(12)  Where the person to whom the information specified in sub-rule (11) has been aikaibdeav
does not communicate his acceptance or rejection within seventy-two hours of ilsdbdetg made
available to him on the common portal, or the time of delivery of goods whiciseaatier, it shall be
deemed that he has accepted the said details.

(13) The e-way bill generated under this rule or under rule 138 of thds@ad Services Tax Rules
of any State shall be valid in every State and Union territory.

(14) Notwithstanding anything contained in this rule, no e-way bill is required to be gerierated

(a) where the goods being transported are specified in Annexure;

(b) where the goods are being transported by a hon-motorised conveyance;

(c) where the goods are being transported from the customs port, airport, air cargo cmdplex
land customs station to an inland container depot or a container freight statteafance by
Customs;

(d) in respect of movement of goods within such areas as are notified under claafssutdyule
(14) of rule 138 of the State Goods and Services Tax Rules in that particular State;

(e) where the goods being transported, as specified in the Schedule appended to notification No.
2/2017- Central tax (Rate) dated the™2Bune, 2017 published in the Gazette of India,
Extraordinary, Part Il, Section 3, Sub-sectionillenumber G.S.R 674 (E) dated thé'28ine,

2017 as amended from time to time, other than de-oiled cake;

(f) where the goods being transported are alcoholic liquor for human consumption, petroleum
crude, high speed diesel, motor spirit (commonly known as petrol), natural gagtion
turbine fuel;
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(g) where the goods being transported are treated as no supply under Schedule Il of the Act.
(h) Where the goods are being transpofted
(i) under customs bond from an inland container depot or a container fretgi stea
customs port, airport, air cargo complex and land customs station, or from onescustom
station or customs port to another customs station or customs port, or

(ii) any other movement that takes place under customs supervision or undersceesal.

(i) Where the goods being transported are transit cargo from or to Nepal or Bhutan.

() Where the goods being transported are exempt from tax under notification No. 7/2017-
Central Tax (Rate), dated28une 2017 and notification No. 26/2017-Central Tax.

(k) Where the goods being transported are consigned by the Defence Group under the Ministry
of Defence, Government of India;

(I Where the consignor of goods is Government or a local authority for transgodds by
rail.

(m)Where empty cargo containers are being transported.

(n) Where the goods are being transported upto a distance of twenty kilometreéhdrplace
of the business of the consignor to a weighbridge for weighment or from the wegghbri
back to the place of the business of the said consignor subject to the cotiditiaghe
movement of goods is accompanied by a delivery challan issued in accordance with rule 55.

Explanation.- The facility of generation, cancellation, updation and assignment of e-wahaiillbe
madeavailable through SMS to the supplier, recipient and the transporter, as the case may be.
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ANNEXURE

[(See rule 138 (14)]

S. No. Description of Goods
(1) 2)
1. Liquefied petroleum gas for supply to household and non

domestic exempted category (NDEC) customers

2. Kerosene oil sold under PDS
3. Postal baggage transported by Department of Posts
4. Natural or cultured pearls and precious or semi-precious

stones; precious metals and metals clad with precious metal

(Chapter 71)

S. -HZHOOHU\ JROGVPLWKVY DQG VLOYHUVPLW

articles (Chapter 71)

6. Currency
7. Used personal and household effects
8. Coral, unworked DQG ZRUNHG FRUDO

(iii) after rule 138, the following rules shall be inserted, namely: -

3138A. Documents and devices to be carried by a persimcharge of a conveyance. 1j
The person in charge of a conveyance shall éarry

(a) the invoice or bill of supply or delivery challan, as the case may be; and

(b) a copy of the e-way bill in physical form or the e-way bill number in electfonin or mapped
to a Radio Frequency Identification Device embedded on to the conveyance in such manner
as may be notified by the Commissioner:

Provided that nothing contained in this sub-rule shall apply in case of movementsflyy
ubLO ~

138B. Verification of documents and conveyances(t) The Commissioner or an officer empowered
by him in this behalf may authorise the proper officer to intercept any convetgavesfy the e-way
bill in physical or electronic form for all inter-State and intra-State movement of goods.

138C. Inspection and verification of goods. (1) A summary report of every inspection of goods in
transit shall be recorded online by the proper officer in PartFORRM GST EWB-03 within twenty-
four hours of inspection and the final report in Part BORM GST EWB-03 shall be recorded within

three days of such inspection.
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(2) Where the physical verification of goods being transported on any conveyaneeiasihe during
transit at one place within the State or in any other State, n@ffypttysical verification of the said
conveyance shall be carried out again in the State, unless a specific information telaetiagion of

tax is made available subsequently.

138D. Facility for uploading information regarding detention of vehicle. Where a vehicle has been
intercepted and detained for a period exceeding thirty minutes, the transporteploay the said
information inFORM GST EWB-04 on the common portal.
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FORM GST EWB-01

(See rule 138)

E-Way Bill
E-Way Bill No.
E-Way Bill date
Generator
Valid from
Valid until
PART-A
Al GSTIN of Supplier
A.2 Place of Dispatch
A.3 GSTIN of Recipient
A4 Place of Delivery
A5 Document Number
A.6 Document Date
A7 Value of Goods
A.8 HSN Code
Reason for
A.9 Transportation
PART-B
Vehicle Number for
B.1 Road
Transport Document
Number/Defence
Vehicle No./
Temporary
Registration
No./Nepal or Bhutan
B.2 Registration No.
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Notes:

N

o

~

HSN Code in column A.6 shall be indicated at minimum two-digit level foratgaqs having
annual turnover upto five crore rupees in the preceding financial year and at four digdrlevel
taxpayers having annual turnover above five crore rupees in the preceding financial year.
Document Number may be of Tax Invoice, Bill of Supply, Delivery Challan or Bill of Entry.
Transport Document number indicates Goods Receipt Number or Railway Receipt Maumber
Forwarding Note number or Parcel way bill number issued by railways or AirwaMitber

or Bill of Lading Number.

Place of Delivery shall indicate the PIN Code of place of delivery.

Place of dispatch shall indicate the PIN Code of place of dispatch.

:KHUH WKH VXSSOLHU RU WKH UHFLSESSEBW LWVHQW W iRJHH I L QW H {
column A.1 or, as the case may be, A.3
Reason for Transportation shall be chosen from one of the following: -

Code Description
1 Supply
2 Export or Import
3 Job Work
4 SKD or CKD
5 Recipient not known
6 Line Sales
7 Sales Return
8 Exhibition or fairs
9 For own use
0 Others
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FORM GST EWB-02
(See rule 138)
Consolidated E-Way Bill
Consolidated E-Way Bill No.
Consolidated E-Way Bill Date
Generator

Vehicle Number

Number of EwWay

Bills

E-Way Bill Number
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FORM GST EWB-03
(See rule138C)
Verification Report

Part A

Name of the Officer

Place of inspection

Time of inspection

Vehicle Number

E-Way Bill Number

Invoice or Challan or Bill Date

Invoice or Challan or Bill Number

Name of person in-charge of vehicle

Description of goods

Declared quantity of goods

Declared value of goods

Brief description of the discrepancy

Whether goods were detained?

If not, date and time of release of vehicle

Part B

Actual quantity of goods

Actual value of the Goods

Tax payable

Integrated tax

Central tax

State or Union Territory tax

Cess

Pagel22of 191

Detailed-Agenda Note 26th GSTCM




Penalty payable

Integrated tax

Central tax

State or UT tax

Cess

Details of Notice

Date

Number

Summary of findings
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FORM GST EWB-04
(See rulel38D)
Report of detention

E-Way Bill Number

Approximate Location of

detention

Period of detention

Name of Officer in-charge | (if known)

Date

Time
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FORM GST INV #1
(See rule 138A)

Generation of Invoice Reference Number

IRN:

Date:

Details of Supplier

GSTIN

Legal Name

Trade name, if any

Address

Serial No. of Invoice

Date of Invoice

Details of Recipient (Billed to)

Details of Consignee (Shipped to

GSTIN or UIN, if
available

Name

Address

State (name and code)

Type of supply+

B to B supply

B to C supply

Attracts Reverse Charge

Attracts TCS GSTIN of operator
Attracts TDS GSTIN of TDS Authority
Export

Supplies made to SEZ

Deemed export
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; Central Integrat
Pri Cess
Sr | Descri Qt|U |ce To _ tax State or | ed tax
. H Disco | t UT tax
.| ption y. | nit | (pe | tal - axa
S unt, if bl
N | of N r val an e
0. | Goods uni | ue Y |valu Ra A A A A
t) e o mt | g | Mt | gq | Mt Ra mt
te |- te |- te
Freight
Insurance
Packing and Forwarding
Charges etc.
Total
Total Invoice Value (In figure)
Total Invoice Value (In Words)
Signhature
Name of the Signatory
'"HVLIJQDWLRQ RU 6WD
*kkkk
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Agenda ltem 4: Review of Revenue position for the month of January and February, 2018 under
GST

In the GST Council meeting held on"L8anuary, 2018, revenue collection figures upfd 31
December, 2017 were placed before the Counkilble 1 andTable 2 below give the details of
revenue collected as Central Goods and Services Tax (CGST), State Goods anslt3rri{&¢caST)
and Integrated Goods and Services tax (IGST) collected upitdadiliary, 2018 and 2&ebruary,
2018 including the details of funds transferred to the Centre and States on acaatiement of
funds.

Table 1': GST revenue for month of January, 2018 (Rs. in crore)
January Funds Net revenue
receipts transferred after

due to settlement
settlement
CGST 14869 8583 23452
SGST 21536 15068 36604
IGST 44484 23651 20833
Cess 8040 8040
Total 88929
Table 2: GST revenue for month of February, 2018 (Rs. in crore)
February receipts Funds Net revenue after
transferred due settlement
to settlement
CGST 14763 11327 26090
SGST 20621 13479 34100
IGST 44325 24806 19519
Cess 8338
Total 88047

"Figures rounded to nearest whole number

Revenue Trends

2. The details of State wise revenue collection figures for the month of yamadFebruary, 2018
and percentage revenue shortfall of GST collections for each month since August 2¢i/éras
Annexure 1 The following revenue trends can be noted from the details givenAantiexure 1:

(i)  Trend of revenue shortfall The average revenue shortfall of all the States for the month
of August was 28.3%. The revenue shortfall of States was 15.5% and 21.1% in January
and February, 2018 respectively.

(i)  States with maximum revenue shortfall States with revenue shortfall of more than 25%
for the month of January, 2018 as compared to monthly revenue to be protected, show the
following revenue shortfall for the month of February, 2018:
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Sl. No. Name of the State Percentage shortfall in| Percentage
January 2018 revenue | shortfall in

February 2018
revenue

1. Puducherry 47.8 48.1

2. Himachal Pradesh 41.4 50.2

3. Bihar 40.2 40.0

4. Punjab 39.3 43.5

5. Uttarakhand 35.5 44.6

6. Odisha 29.5 32.9

7. Chattisgarh 29.5 29.9

8. Jharkhand 29.5 26.6

9. Tripura 28.8 24.3

10. Jammu & Kashmir 28.5 40.8

11. Madhya Pradesh 27.7 28.6

(iir) States with least shortfall in _revenue:The following States which showed the least
percentage shortfall (below 20%) in GST collections for the month of January 2018 as
compared to monthly revenue to be protected show the following percentage shortfall in
February, 2018:

SI. No. Name of the State Percentage shortfall in| Percentage
January 2018 revenue | shortfall in

February 2018
revenue

1. Nagaland -14.5 -1.1

2. Mizoram -2.8 -51.1

3. Andhra Pradesh -1.4 5.5

4, Maharashtra 1.9 11.9

5. Manipur 2.1 -29.7

6. Telangana 51 9.1

7. Delhi 5.6 20.8

8. Tamil Nadu 6.4 18.3

9. Guijarat 9.7 12.9
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10. Uttar Pradesh 13.1 18.7
11. Kerala 16.3 21.5
12. West Bengal 16.5 15.8
13. Sikkim 16.6 29.3
14. Rajasthan 17.3 22.7
15. Assam 17.9 20.6
16. Meghalaya 18.8 26.2
17. Goa 19.1 22.9

(iv) States showing maximum improvement revenue collection upto February, 2018he
following States have shown the maximum improvement in February, 2018 collections as
compared to August 2017 collections:

Sl. No. | Name of the | Percentage Percentage Percentage reduction in
State shortfall in | shortfall in | shortfall in February,
revenue in| revenue in| 2018 revenue ag
August 2017 February, 2018 | compared to August
2017 revenue

1. Mizoram 47.7 -51.1 98.8

2. Manipur 46.6 -29.7 76.3

3. Nagaland 50.5 -1.1 51.7

4. Arunachal 42.6 -6.4 49.0

Pradesh

5. Tripura 59.4 24.3 35.1

6. Meghalaya 52.2 26.2 26.0

7. J&K 63.9 40.8 23.0

8. Andhra 27.9 55 22.4

Pradesh

9. Haryana 40.3 18.5 21.8

10. Assam 39.5 20.6 19.0

11. Chattisgarh | 48.8 29.9 18.9

12. Telangana 27.8 9.1 18.7

13. Guijarat 31.5 12.9 18.5

Pagel29o0f 191

Detailed-Agenda Note 26th GSTCM



The revenue collection shown for any month in the note above, say, February has been cotleated i
month as per data received from GSTN for return period of January 2018. ihcistes revenue
collection on imports for the month of January 2018 collected in January itselidathiss received
from Customs through Pr. CCA office.

3. The revenue position for the month of January and February, 2018 under GST is placed for
information of GST Council.

*kkkk
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Agenda ltem 5: Accounting for provisional settlement of IGST and devolution of bahce IGST at
the end of any financial year

A. Provisional settlement of IGST:

In the 2% GST Council Meeting held on #8anuary, 2018, the GST Council had approved the
following after discussion oagenda item no. 2

31) Out of Rs.1,35,000 crore lying in the IGST account, a sum of Rs. 35,000 crore shall be
provisionally settled between the Centre and the States. 50% of this amount shall bedallocat
to the Central Government and the remaining 50% shall be provisionally digimilbetween

the States based on their share of collection of tax during the base year 2015-

2. In order to implement the above decision of the GST Council, the Goods and Services Tax
Settlement of Funds Rules, 2017 has been amended as under:

2.1 In the Goods and Services Tax Settlement of Funds Rules, 2017, in rule 11, afiéz 62
the following sub-rule shall be inserted, namely: -

3 At any point of time in any particular financial year, the Central Government may, on
the recommendations of the Goods and Services Tax Council, provisionally settle any sum of
integrated goods and services tax collected in that particular financial year which tiasaro
VHWWOHG VR IDU °

2.2. Copy of the notification amending the Goods and Services Tax Settlement of FundaRidles,
is atAnnexure 1

3. Accordingly, Rs. 35,000 crore have been provisionally settled among the Statesles per t
decision of the GST Council. Copy of sanction order for the samAiaure 2 It may be mentioned

that the criteria for provisional settlement, i.e. settlement on the dfesibllection of tax during the base
year 2015-16 is different from actual settlement which is done on the basis xtkthteoé net utilization

of IGST credit for the payment of SGST liability and the extent of Ba@shctions. A provision is thus
made for theadjustment of provisional settlement of IGST done in 2017-18 referred to aboas
follows: -

i) The provisional apportionment from IGST made in the year 2017-18 will be edijinst
the year 2018-19 from the regular settlement of IGST under sections 17 and 18 of IGST
Act on the basis of the monthly returns in ten equal installments startinghfeamointh of
April 2018.

ii) The settlement from IGST on the basis of monthly returns in the year 20483 netted
by the amount to be adjusted by one-tenth every month and the remaining amount of
settlement will be transferred to CGST and SGST/UTGST accordingly.

B. Devolution of IGST:

4, Devolution of IGST balance available at end of any financial year: Article 269/f the
Constitution provides that the amount of IGST which is cross utilized or appegtto the States by
way of settlement does not form part of the Consolidated Fund of India and thus waét dmtolved

as per provisions ofrticle 270. However, the IGST balance which shall be available in the IGST
account on 3 March i.e. at the end of each financial year which has not been apportionedsor cr
utilized by the end of the financial year which has not yet been settled, woulgdiot of Consolidated
Fund of India and would be devolved as per provisiorstdle 270.
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5. Adjustment of IGST devolved at end of particular financial year in subsequent financial

years

(@) In case IGST collected in the month is more than the IGST amount to be shgled, t

would not be any need to adjust the amount of IGST devolved to States.

(b) Mechanism of IGST settlement in case the IGST collection in any month is less than
amount to be settled between Centre and StateSettlement of collections made under
IGST is done as per sections 17 and 18 of the IGST Act. In 2018-19 and in subsequent
financial years, whenever the IGST receipts are less than the amount to barsatiled

particular month,

(1) The amount of IGST shortfall for that month shall be recouped from IGST amount
to be settled from IGST to SGST and CGST for that month in the ratio 42:58 i.e.

the ratio in which funds are devolved among the States.

Explanation: For example, if in a month the total IGST collection is Rs. 40,000
crore and the total settlement requirement is Rs. 60,000 crore and thus the IGST
shortfall for the month is Rs. 20,000 crore, then, the amount shall be recouped as

follows:

IGST shortfall (Rs. in
crore)

Amount recouped from settlement to be made

20,000

From Centre (58%)

0.58*20000=11,600

From States (42%)

0.42*20000=8,400

Total

20,000

For recouping Rs.8400 crores, the amount which shall be recouped from each State
shall be the same as the amount which each State would have received had Rs.

8,400 crores been devolved to the States.

(2) The recouped amount in (1) above shall then be settled with the States and Centre

as per settlement requirement for that month.

6. This is for information/approval of GST Council.

kkkkk
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Annexure 1
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Annexure 2
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Agenda ltem 6: Amendments to Anti-profiteering Rules

Chairman, National Anti-profiteering Authority vide DO letter datet! E2bruary, 2018 had
proposed certain amendments to Anti-profiteering Rules. The changes proposed by the Chairman,
National Anti-profiteering Authority were circulated amongst the MemberseoEaw Committee for
their comments. The comments / suggestions received from the Law Committee Members kegre furt
deliberated upon in the Ministry and certain changes were approved. The agreed chdreyésti-
profiteering Rules and the rationale therefor are summarized below:

() Rule 125:Instead of ADG Safeguards working as the Secretary to the Authoritigeinig proposed
that an officer not below the rank of Additional Commissioner shall begdst the Board to the DG
Safeguards whose services shall be placed at the disposal of the Authority andiseickhafi work
as Secretary to the Authority. As the officer would exclusively deal milters relating to anti-
profiteering, the functioning of the National Anti-profiteering Authositguld be facilitated by this
provision.

(ii) Rule 129(6): As per this rule, the DG Safeguards shall complete the investigation within agferiod
3 months of the receipt of the reference from the Standing Committee. Pre$enppwter to grant
extension of time, not exceeding a further period of 3 months, for compleiioresfigations lies with
the Standing Committee. This power is proposed to be given to the Authsrinder the Act, the
National Anti-profiteering Authority is the body responsible for impleragom of the provisions of
section 171. Also, under the rules made thereunder, the Authority is requivedish a performance
report to the Council at the close of each quarter.

(iii) Rule 133: This rule deals with examination of the report of the DG Safeguards byuthery

and passing orders in regard to anti-profiteering. Two sub-rules are proposed to be added to this rule to
empower the Authority to refer the matter to DG Safeguards for further invastgyathere, pursuant

to examination of the report of DG Safeguards, the Authority feelsutthef investigation is called

for in the matter in accordance with the provisions of the Act and the rules.

(iv) Rule 134:This rule provides that if the Members of the Authority differ imam on any point,
the point shall be decided according to the opinion of the majorigybking proposed that in the event
of the equality of votes, the Chairman shall have the second or casting voteillThgslitate decision-
making. Also, an amendment is being made to the effect that a minimunmeefMtembers of the
Authority shall constitute the quorum at its meetings.

(v) Presently, in the Explanation to the Anti-Profiteering Rules, the definitiopbQWHUHVWHG SD
includes a supplier/ recipient of goods or services under the proceedings. Theodeinitieing
DPHQGHG WR LQFOXGH pubDQ\ RWKHU SHUVRQ VRV\HDKGE | 5 WUWLRRQRKIL
passed on the benefit of reduction in the rate of tax on any supply of goods or services or the benefit of
LQSXW WD[ FUHGLW WR WKH UHFLSLHQW E\KADN\ IRM ERFPNYD XU B W]
under rule 128, apart from suppliers / recipients and the Commissioner, anpaar can file an

application alleging that a registered person has not passed on the benefit of reduction in the rate of tax

on any supply of goods or services or the benefit of input tax creditetoetipient by way of
commensurate reduction in prices.

3. The proposed amendments have been carried out in the text of the Anti-profiRxdesgn
track change mode (deletions in strike-through and additions in red) and the same is placed below:

(i) Rule 125. Secretary to the Authority. -Fhe-Additional Birector-General-of Safeguards—under the
Board-shallbe the Secretaryto-the Autheritye services of aofficer not below the rank of Additional
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Commissioner working in the Directorate General of Safequards shall be plabhedd&posal of the
Authority and such officer shall work as Secretary to the Authority.

(i) Rule 129. Initiation and conduct of proceedings.- Sub-rule (6) The Director General of
Safeguards shall complete the investigation within a period of three months k#c#ipt of tle
reference from the Standing Committee or within such extended period redaxg a further period
of three months for reasons to be recorded in writinghag beallowed by the-Standing-Committee
Authority and, upon completion of the investigation, furnish to the Authority, a repas findings
along with the relevant records.

(iii) Rule 133. Order of the Authority.- New sub-rule (4)If the report of the Director General of
Safequards referred to in sub-rule (6) of rule 129 recommends that there is mwerdmin of the
provisions of section 171 or these rules, but the Authority is of thmoopihat further investigation is
called for in the matter, it may refer the matter to the DireGneral of Safequards to cause further
investigations in accordance with the provisions of the Act and these rules.

New sub-rule (5)If the report of Director General of Safeguards referred to in sub-ruté (6)e 129
recommends that there is contravention of the provisions of section Ti€kertiles, and the Authority
is of the opinion that further inquiry is called for, it may refer hegtter to the Director General of
Safeguards to inquire into such contravention in accordance with the provisitesAdt and these
rules.

(iv) Rule 134. Decision to be taken by the majority. - New sub-rule () minimum of three Members
of the Authority shall constitute the quorum at its meetings.

(2) If the Members of the Authority differ in opinion on any point, the point shall be decidediagcord
to the opinion of the majoritgf the Members present and voting, and in the event of an equality of
votes, the Chairman shall have second or casting vote

(v) Explanation.- F 3SLQWHUHVWHG SDUW\" LQFOXGHV

a. suppliers of goods or services under the proceedings; and

b. recipients of goods or services under the proceedings;

c. any other person, organisation or entity alleging that a registered person passeot on the
benefit of reduction in the rate of tax on any supply of goods or servides bemefit of input tax
credit to the recipient by way of commensurate reduction in prices.

4, The GST Council may approve the amendments propogeaagraph 3 above subject to such
modifications of drafting as may be carried out by the Ministry of LawJastice at the time of vetting.

kkkkk

Pagel39o0f 191

Detailed-Agenda Note 26th GSTCM



Agenda Item 7: Grievance Redressal Mechanism in GST regime in light of recent judgemsrdf
+ROJTEOH +LJK &aRabab\and NumiaD O

3XUVXDQW WR WKH RUGHUV RI +RQTEOH +LJK &RXWVUW RI $0
Continental India (P) Ltd. and M/s Abicor Binzel Technoweld regarding TRAN-1s whidti notibe
filed by taxpayers due to glitches in GSTN, it is proposed to set up a grievance redressal mechanism to
address the following broad issues:

a) Where an IT related glitch has been identified as the reason for failureasksao€taxpayer in
filing of a return or a form within the time limit prescribed in thesland there are collateral
evidences available to establish that the taxpayer has made bonafide attemptyavitbnthe
process of filing of form or return, GST Council may delegate powéngdT Grievance
Redressal Committee to recommend to the GSTN that the procedutmdooffthe return or
form be allowed to be completed deeming that the condition of filing of éorraturn within
the limitation prescribed in law or rule has been satisfied.

b) Where an IT related glitch has been identified as the reason for failatexgdayer in filing of
a return or form prescribed in the law, the consequential fine and penalty \soute aequired
to be waived. GST Council may delegate power to the IT Grievance Redressait€enton
recommend waiver of fine or penalty, in case of an emergency, to the Governmegmisirof
section 128 of the CGST Act, 2017 under such mitigating circumstances as are idaptified
Committee. All such notifications waiving fine or penalty shall be placed before GST Council

c) Where adequate time is available, the issue of waiver of fee and penalty shall be plareed bef
the GST Council with recommendation of the IT-Grievance Redressal Committee.

d) Incases of M/s Abicor Binzel and M/s Continental India (P) LtdWKH RUGHU RI WKH +RQ
Courts of Bombay and Allahabad has been accepted after verification of thefftot case.
Affidavits have been accordingly filed in the Courts. Similar order in calg#soRasik Products
(P) Ltd. is pending acceptance and approval. GST Council may approve the implementation of
these three orders and delegate the power to accept or otherwise any Highdeoumtfature
in terms of the proposed grievance redressal mechanism, after due verification of facts.

2. A detailed suggested outline of the proposed Grievance Redressal Mechanism is esclosed
Annexure-A for approval of the GST Council.
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Annexure-A

Proposed Grievance Redressal Mechanism

1. Introduction

1.1 It is proposed to put in place an IT-Grievance Redressal Mechanism, where oglitunés
in GSTN, relief needs to be given to a section of taxpayers such as allowigofihiny Form or Return
prescribed in law or amending any Form or Return already filed.

1.2 Where an IT related glitch has been identified as the reason for failuckaes ®f taxpayer in
filing of a return or a form within the time limit prescribed in the law and there are callatédences
available to establish that the taxpayer has rat@fideattempt to comply with the process of filing
of form or return, GST Council may delegate power to the IT GrievancessdirCommittee to
recommend to the GSTN that the procedure for filing of the return ortderatiowed to be completed
deeming that the condition of filing of form or return within the limitation prescribéaw or rule has
been satisfied.

2. Scope

Problems which are proposed to be addressed through this mechanism would gsbkentiall
those which relate to Common Portal (GSTN) and affect a large section ofdesxp&’here the problem
relates to individual taxpayer, due to localised issues such as non-avaitdhiitgrnet connectivity or
power or a specific system (common portal) behaviour for the taxpayer, this nsecisaail not apply.

3. IT-Grievance Redressal Committee

Any issue which needs to be addressed through this mechanism shall be identified by GSTN
and approved by a Committee consisting of three members, nan@HD (GSTN), DG (Systems),
CBEC and a third member from any State nominated by Secretary, GST Colisoommittee shall
be called IT Grievance Redressal Committee.

4. Suggesting solutions

The Committee shall suggest solution to the problem and steps to be taken to resolve the same.
These steps may include directions to GSTN or the field officers for resolving the issue.
5. Nodal officers and submission of application
(a) GSTN, Central and State government would appoint nodal officers in regnigihber to
address the problem a taxpayer faces due to glitches, if any, in the Common Portal. Tthis woul
be publicized adequately.
(b) Taxpayer shall make application to these officers where there was a demonstrable ghiech on t
Common Portal in relation to identified issue due to which the due process agehisaw
could not be completed on the common portal.
(c) Such an application shall be enclosed with evidences as may be needed for agddesiidi to
establish bonafide attempt on part of the taxpayer to comply with the due process of law.
(d) These applications shall be forwarded to GSTN who would on receipt of
application, after identifying the issue involved therein, forward the sarhe to t
IT Grievance Redressal Committee for decision.
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6. ldentified issue and resolution thereof

(a) States and Centre may bring any issue identified as above to the notice oiMB&ENhey are
of the view that it affects a large section of the taxpayers and thewragce needs to be
addressed.

(b) On receipt of the identified issue from GSTN, based on the applicationhanevidences
adduced by the taxpayer, IT-Grievance Redressal Committee shall decide the procedur
resolve the issue. The decision of the IT- Grievance Redressal Committee,ssu¢hshall be
implemented by GSTN or the CGST/SGST nodal officer or both within 15 days.

(c) The decision taken in relation to the application of the taxpayer would be @=utrati DG
(Systems) and the decision shall be communicated electronically to GSTN and theifield off
concerned by DG (Systems), where the implementation needs such a step.

7. Legal issues

(&) Where the IT Grievance Redressal Committee has proposed a relief as gpatedjiaph 1.2,
the same shall be placed before the GST Council directly at the earliest foatiatifi

(b) Where an IT related glitch has been identified as the reason for failure pbgeain filing of
a return or form prescribed in the law, the consequential fine and penalty woulé aéspiired
to be waived. GST Council may delegate power to the IT Grievance Redresgaltteento
recommend waiver of fine or penalty, in case of an emergency, to the Gewgrinrterms of
section 128 of the CGST Act, 2017 under such mitigating circumstances asfiedlpy the
Committee. All such notifications waiving fine or penalty shall be placed before GST Counci

(c) Where adequate time is available, the issue of waiver of fee and pehsalitipe placed before
the GST Council with recommendation of the IT-Grievance Redressal Committee.

8. Acceptance and Implementation of High Court Orders

,Q FDVHV RI 0 V $ELFRU %LQ]J]HO DQG 0 V &RQWLQHRWDO ,QG|
Courts of Bombay and Allahabad has been accepted after verification of theffdnet case. Affidavits
have been accordingly filed in the Courts. Similar order in case of M/s Raslkcts (P) Ltd. is pending
acceptance and approval. GST Council may approve the implementation of theserdbrseand
delegate the power to accept any High Court order in future in terms of dhespd Grievance
Redressal Mechanism, after due verification of facts.

9. Mechanism for addressing problem of stuck TRAN-1s and Return filing

GSTN has proposed a mechanism (enclos@chasxure-B) for implementation of High Court
Order in the case of M/s Abicor Binzel Technoweld and M/s Continental India (P) ledabde the
taxpayer to file GSTR-3B return and at the same time ensure that thdélovddg from TRAN 1 which
is not digitally signed is not used by the taxpayer till the time the issasolved. The same mechanism
may be also approved by the GST Council to be followed in all similar cases.
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Annexure-B

11 For those taxpayers who filed TRAN-1 initially with digital signaturefefication, and later

on revised and submitted, but never filed with digital signature/e-verificaticressfully, the status of
TRAN- VKDOO EH UHYHUVHG WR pQRW VXEPLWWHGY DQEWVKH
difference of credit being carried forward from revision and the credit claimed indiaiing first time

filing of TRAN-1, will be reversed.

1.2 For those taxpayers, who had submitted TRAN-1 initially, and later on aftsioreggain
submitted it but not filed, the status of TRAN-1 will be set to not submitted and the eaditecarried
forward through Form TRAN-1 from both initial filing and revised filing shall stand regerse

1.3 For those taxpayers, who have submitted TRAN-1 only once but not filed under titeir dig
signature/EVC, the status of TRAN-1 will be set to not submitted anck éngiut Tax Credit shall be
reversed.

1.4 For all these taxpayers, to carry forward their credit from previous regieneissues will be
taken up in terms of the IT Grievance Redressal Mechanism propoSedexdure-A.

15 For the above-mentioned category ofANR1 status for taxpayers, who do not have sufficient
Input Tax Credit in their ITC ledger for reversal, a liability to an extérthe amount liable to be
reversed basis their status in the aforementioned three categories at pata3labawe, shall be posted
to their liability register part A along with the other liabilitefsthat tax period. This additional liability
shall however, not be visible separately to the taxpayers while the entry shalhtemadiin a separate
table in the database.

1.6 The taxpayers, who are aggrieved of the reasons mentioned above, may be allowed selectively
to file TRAN-1, subject to instructions received from the IT-Grievance Redi€ssahittee to GSTN
Nodal officer.

1.7 Approval may also be accorded to GSTN that any late fee incurred due to above reasons, may
be reversed to the respective tax heads of the cash ledger of taxpayer, after taxpayer pakesthe
and sets off all the liabilities.

*kkkk
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Agenda Iltem 8 Extension of suspension of reverse charge mechanism under section 9(4) of the
CGST Act, 2017, section 5(4) of the IGST Act, 2017 and section 7(4) of the UTGST Act, 2017 and
provisions relating to TDS (section 51) and TCS (section 52)

The GST Council in its 22 Meeting held on 06 October, 2017 recommended that the reverse
charge mechanism (RCM) under section 9(4) of the CGST Act, 2017, section H{é)IGST Act,
2017 and section 7(4) of the UTGST Act, 2017 shall remain suspended till 31.03.2018.

2. Accordingly, the operation of the provisions was suspended till 31.03.2018 videatiofifi

No. 38/2017-Central Tax (Rate), dated 13.10.2017, notification No. 32/2017-Integrated Tax (Rate)
dated 13.10.2017 and notification No. 38/2017- Union Territory Tax (Rate), dated 13.10.2017
respectively.

3. In this regard, the Law Review Committee, in its report dated 04.01.2018, had ewedm
the following: -
3.2. Section 9(3) to be amended to provide power to GST Council to extend this provision

to specified class of taxable persons. In case at a later stage it is considered netessasy
supplies from a class of or all unregistered suppliers need to be charged on reverse charge basis,
the power can be exercised.

1.3. Such a provision in the case of persons opting for composition scheme to be provided

in the law itself.

1.4. Section 9(4): In view of the proposed amendment to 9(3), we may omit 9(4) but retain

a power under 9(3) for collection of information based on PAN, Aadhaar or any other such
identifier.

1.5. In the interim, till the law is amended, the provisions of section 9(4) may be kept in
DEH\DQFH ~

4, Accordingly, this proposal formed part of the Agenda containing the proposalsefodiam
the CGST Act, 2017 and was placed before the GST Council in'it$/2&ting held on 18 January
2018 as below.

Gist of Issue Relevant Proposal
Section/Rule
Payment on__reverse Sections 9(4] Section 9(4) and 5 (4) may be modified as follows:
charge basis: of CGST Act
Payment on reversd and 5(4) off Enabling power to be given to the Governmen
charge basis on accou| IGST Act impose RCM on class of persons as recommended [
of purchase from Council;
unregistered supplig
under section 9 (4) of th Compulsory RCM for composition dealers;
CGST Actand 5 (4) o
the IGST Act should b Details of supplies received from unregistered per
omitted to be captured on the basis of PAN /Aadhaar in
return.
5. The same was approved in principle by the GST Council. Further, the propssdisaussed

in the joint meeting of the Law Review Committee and the Law Committee heldeebi@ary 2018.

However, the final proposals for law amendments are yet to be finally approvescanunended by
the Council. Thus, in the meantime, it is submitted that the extant providisestion 9(4) of the CGST
Act, 2017, section 5(4) of the IGST Act, 2017 and section 7(4) of the UTKET017 may remain
suspended till 30.09.2018.
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Tax Deduction at Source (TDS) / Tax Collection at Source (TCS)

6. The provisions relating to TDS and TCS under sections 51 and 52 of the CGST Act, 2017
respectively have not yet been notified. The Central Government vide notificati@8/R017-Central

Tax, dated 15.09.2017, had appointed 18.09.2017 as the date from which the provisions oiosub-sect
(1) of section 51 of the CGST Act shall come into force with respect to persons specified amsks cl

(a) and (b) of the said sub-section, as well as the persons notified wner @) of the said sub-section.
Further, the notification also specified the category of persons under claofeh@)said sub-section.
Further, the GST Council, in its ?2meeting held on 06.10.2017, recommended that the
deduction/collection of tax shall commence from 01.04.2018.

7. The Law Review Committee in its report recommended that the provisiatisged TDS/TCS
may be kept in abeyance till the system stabilises. Hence, it is proposed thavigiens may be kept
suspended for a further period of six months, that is, until 30.09.2018.

8. Hence, it is proposed that the provisions of reverse charge mechanism under sectioins 9(4)
the CGST Act, 2017, 5(4) of the IGST Act, 2017 and 7(4) of the UTGST Act, 2017 andTB&iay
be kept in abeyance for a further period of six months, until 30.09.2018.

9. Accordingly, the GST Council may approve the proposal contained in paragraph 8 above.

kkhkkk
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Agenda Item 9: Minutes of the § and 7" Meeting of Group of Ministers (GoM) on IT Challenges
in GST Implementation for information of the Council and discussion on GSTN issues

The Group of Ministers (GoM) constituted to monitor and resolve thechdllenges faced in
implementation of GST met for its"@Gand 7" Meeting on 17 January 2018 and 24 February 2018 at
Bengaluru and New Delhi respectively under RlR QYHQRUVKLS RI 6 KUL 6XVKLO ORGL
Chief Minister, Bihar.

2. The first meeting of GoM was held on 16 September 2017. In the first mabhéngoM had
identified 47 items (48 items out of which one item was repeated twice) for time bound resolution. The
resolution of these priority items was reviewed in detail by GoM in the seoeeting (held on
04/10/2017), third meeting (held on 28/11/2017), the fourth meeting (held d/2@17), the fifth
meeting (held on 16/12/2017) and the sixth meeting (held on 17/01/2018). The sevenif (heédi

on 24/02/2018) was devoted to review of recommendations of Committee on Réhgrand e-way

bill implementation.

3. The Minutes of thes] 2"Y and the 3, 4" and the 5 Meeting were placed before the Council
for information in the earlier Council Meetings. The conclusions drawn in'taedthe 7 Meeting of
the GoM are as follows:

3.1. The 6" Meeting of GoM

i. It is observed that progress has been good and Infosys has done good work and most of
things have improved considerably. People have got used to GSTR-3B and that complaints
have reduced

ii. The Phase 2 of GST, i.e. implementation of e-way bill system should be propee &eopl
apprehensive about the same and hence every care should be taken to ensure smooth
rollout. Awareness programs should be conducted.

iii.  The phase 3 of GST implementation is matching of invoices and will be finalizzd aft
discussions with GST Council.

iv.  Even though the filing percentage of Returns was increasing, however it wgesttmog
converted into revenue and there was urgent need to analyse the issue. Tt decrea
revenue over period of time is a major concern and reasons for the same may be analysed.

V. Composition taxpayers need to be monitored since the tax paid by them is very small.

vi.  The MIS for Model 2 States are very important and should be made available on priority.

vii.  There should be filter based query and designated officers should be géhetate such
reports on their own rather than asking GSTN to generate the same. For each Mddel 2 Sta
a senior officer should be authorized to generate such reports based on végicuari
GSTN should make arrangements for the same.

viii.  An analysis of the probable impact on the current system (in terms of re-enggngern
the event of the proposal regarding amendment to the return process being adopted should
be done.

ix.  The next meeting will be in first week of April and feedback from Stateshbuaaken
regularly to improve system.

X. A meeting of the IT Committee should be held before the next meeting of the Group

3.2.  The 7" Meeting of GoM

3.2.1 Remarks on Recommendations of the Committee on Return Filing
I The GSTR 1/2/3 Model failed and taxpayers were put to inconvenience. Theifefore,
new system is being proposed for reducing the number of returns, then adequate
precautions need to be taken before implementation.
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il. The focus should be on simplicity of design and usage without any rigidity. sFaeeidot
avoidable but system should have provisions to monitor through dashboards and reports.
The system should be such that fraudulent seller is captured real time or at the earliest and
should be punished.

iii. During the discussion, one view emerged as per which no provisional input tax credi
should be provided but that buyers should not be made responsible for acts of sellers and
sellers should be punished for not paying tax. Sellers having genuine difficoitgiimess
should be differentiated from those willfully defaulting on taxes. Ciolfuand connivance
between seller and buyers must be detected and action taken as per law.

Iv.  The other view was based on current provisions of law and that in VAT laws oftsnajori
of States, as perwhiiHOOHUTVY WD[ SD\PHQW VKRXOG EH OLQNHG \
credit.

V.  There were divergent views in the meeting and no clarity emerged, hence tiendeci
would be left to the GST Council for adoption of final Model of Return filing.

3.2.2 Status of implementation of e-way Bill.

I. E-way bill system should be implemented after proper testing and completidn of al
required activities. Since EWBS implementation had to be postponed from February 1, 2018
due to performance issues, now special care should be taken to avoid the same issaes, ensu
proper testing and see that the system is accessible and available to all the theerew date

of rollout.

il. After due discussion, considering the end of the current financial year, it videdle
that the system may be implemented from April 1, 2018 for Inter-State onlyhérilkaxpayers
may be allowed to generate e-way bills on trial basis and system may be temsfeitoounts

like load, integration and application testing.

iii. It was also decided that e-way bill system may be implemented for inteakStamall
lots after the Inter-State fully stabilizes.

4, The Minutes of the'6and the 7 Meeting of the GoM held on 17 January 2018 and 24 February
2018 respectively are placed before the Council for informatiédmasexure A andAnnexure B.

*kkkk
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Annexure A
Minutes of the 8" Meeting of GoM held on January 17, 2018 at Bengaluru, Karnataka

In pursuance of decision taken in thé'2eeting of GST Council held or"®eptember 2017
at Hyderabad, a Group of Ministers (GoM) was constituted to monitor and relselVE thallenges
faced in implementation of GST.

2. The first meeting of GoM was held on September 16, 2017 where the GoM had identified 47
items (48 items out of which one item was repeated twice) for time bound resolatihe 3' meeting,

8 more items were added to this list, which was reviewed by the GoM in its subsequargsneehe

sixth meeting of GoM was held on January 17, 2018. The list of priority items and FORMS with status
as on January 17, 2018, as reviewed by GoM is attachhethasure 1andAnnexure 2to the Minutes

of 6" GoM Meeting respectively.

3. 7KH VLIWK PHHWLQJ ZzDV DWWHQGHG E\ WKH IROORZLQJ +RQ
Sl. No. [Name Designation
1 Shri Sushil Kumar Modi [+RQTEOH 'HSXW\ &Convenor of GoM
Bihar
2 Shri Krishna Byregowda|+ RQTEOH OLQLVWHMember, GoM
Agriculture, Karnataka

4. 6KUL 6KDVKL %KXVKDQ %HKHUD +RQTEOH OLQLVWHU IRU )
+RQYEOH OLQLVWHU IRU &RPPHUFLDO 7D[HV *RDMNMUQBHQW +HRI QKK
Finance Minister, Telangana could not attend due to other pressing engagements.

5. The list of officers who attended the GoM meeting from CBEC/States, GSTN and Infosys is at
Annexure 3to the Minutes of the'6GoM Meeting.

6. The agenda items discussed in the meeting are as follows:
[ E-way Bill System Update:

7. NIC presented status of e-Way Bill project implementation, highlightshadh are given
below:
i. Training of Master trainers of all States has been completed for e-iVegy8em and
regular VCs are conducted to resolve the queries of Tax officers. As fairdagrof
Master trainers of CBEC is concerned, training of one lot was conducted at Beragalur
the second one is scheduled off 18nuary 2018 at NACIN, Faridabad.
ii. The e-Way Bill system is enabled for inter-State as well as intra-State transactions.
iii. A centralized Helpdesk has been made operational for taxpayers. It is the Jadeskel
number as that of GST.
iv. The new hardware has been installed at Delhi data center of NIC and software
loading/testing is in progress.
v. The portal has been opened for trial by stakeholders from all States/UTs.
vi. Integration with NSDL and UID databases is going on and is expected to be completed by
21% of January, 2018.

Pagel48of 191

Detailed-Agenda Note 26th GSTCM



7.1 Highlights of the discussions, which followed the presentation are given below.

Vi.

Vii.

viii.

X.

Hon. Convenor asked to provide details of Helpdesk such as mail id/ phone numbers of
NIC helpdesk and GST Helpdesk in advertisements issued for e-way Bill systeenddit

of taxpayers. Presently only CBEC details are provided in advertisements.

Shri Arun Mishra, Additional Secretary, Bihar requested to inform about dadr
reporting by officers and truck owner in the e-way bill system. NIC inforthatl the

facility of Form 3 and Form 4 dealing with this subject are already avaitabthe e-way

bill portal.

Hon. Convenor asked about reports available in e-way bill system. NIC informed that
reports related with e-way bill generation by supplier/receiver/trans@ygeavailable in

system and also 15 days live data is available to Joint Commissioner level officer of State.
Hon Convenor asked to provide this live data for validity period of ebiBlyy extending

the 15 days period.

Hon. Convenor remarked that since there were lot of issues at the time of GST
implementation, the taxpayers are apprehensive about e-way bill system and special care
should be taken in creation of awareness and helpdesk should have updated information to
be provided to taxpayers.

CEO GSTN suggested that rollout of e-way bill should be done in staggered méhner
inter-state first for a month thereafter intra-state e-way bill system shoirtplmmented.

Hon. Convenor while agreeing in principle to this suggestion, added that this can only be
recommendatory and as such subject to the decision of the Council in this regard. He also
asked States/CBEC to designate one Nodal officer and to resolve issues ridheteday

bill system.

NIC informed that mobile numbers of 1,50,000 registrants are not in database provided by
GSTN. GSTN should quickly provide details to NIC.

Commissioner, Karnataka shared experience of e-way Bill system implementation since
September 2017 and requested that it may be implemented in stages. He agreed to share
note about experience in e-way Bill system implementation in Karnataka Wikatgs.

He further suggested that in the initial stages, focus should be more on educétien of
stakeholders.

CEO, GSTN suggested that the trial period should be extended to one month aefperiod

15 days is not sufficient.

Hon. Convenor suggested that e-way bill system should QNIHG ZLWK 39$%$+$1°
databases of MORTH to validate vehicle details entered by the user. On this CBO, GST
LQIRUPHG WKDW 393%$+%$1° GDWDEDVH LV QRN WP ®D N HYIHW
live by linking all RTOs. After that e-way bill system will vddite the vehicle details from
390%$+%$1° RI OR57+

7KH QHHG WR SURYLGH RIILFHUVY FUHGHQWLDOV RQ WKH

Il. GST Portal update:

8. Before start of presentation on GST portal system, Hon. Convenor gave rigllop&ning

remarks.
i

The pace of resolution of issues had slowed down in the month leading upto the meeting
while there was good progress in the preceding month.

The issues pending fronfZind 4 GoM meetings should be resolved on priority.

The timeline about readiness of backend functionalities should be shared by G&BE\s/

MIS for Model 2 States as promised in earlier meeting has not been rolled out by Infosys.
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Vi,

Vil.

viii.

Xi.

Xii.

Xiii.

Xiv.

XV.

XVi.
XVii.

8.3.

Return defaulter lists are not available to States from the System. Also Retudungt

about GSTR 4 needs to be shared with States.

Suo-moto cancellation of registration by officers has not been made operational even after
six months of operation of GST. The same needs to be rolled out without any furdlyer del
The module for creation of tax, penalty, demands should be evolved on the system as soon
as possible and the liability register should be made functional without any further delay.
Tax officers are not able to upload the report of field visits in the system, agrhabéd
application has not been made available.

The details about Chapter 99 for services, needs to be updated on portaldiggctizan

SAC codes which are outdated.

Taxpayers have faced problem in invoice updation and generation of summary in case of
GSTR 1 and same needs to be resolved quickly.

View of GSTR 4 has not been made available to officers of Model -2 States. This needs to
be provided quickly on the pattern of what has been done for GSTR 1/GSArrI JIRAN
-1/Ledgers.

Tool for division of taxpayers has not been implemented

Bulk delete facility should be provided in GSTR -1

Improvement of error messages is required, as random errors are stidf@iwgin many

cases.

GSTR-4 has been made available with considerable delay and GSTR-4 amendment Table
is yet to provided

Many processes with regard to GSTR-1 coincided on 10-01-18

Field visit report by officers is yet to be provided

Representative of Odisha Government submitted the following issues:

Early provisioning of Part B of liability ledger

Tax period should be showbhQ WKH 35HFRUG VHDUFK RSWLRQ LQ %DFI
Date of liability should be mentioned in the Registration profile ofdikpayer in search

application

Taxpayers with TRAN- XQGHU 3VXEPLWWHG” VWDWXV DUH QRW DE
OTP is getting sent to different email and phone number in case of few taxpayers.

Representative of CBEC submitted following issues before the GoM:

Early deployment of REG-10
Early deployment of REG-13
Early deployment of ITC-03

Early deployment of PMT-03
Early deployment of PMT 04

Shri Arun Mishra, Additional Secretary, Bihar raised a point that in Bihar, 33000 taxpa&yers ar

not allotted to either Centre or State and this is creating hardship to tesxgairesr States also raised
this point. It was informed that migration data till October 24, 2017 wasded to States/CBEC. It
was decided that GSTN will provide details of migrated dealers who complete 8aFRorm after
October 24, 2017.

8.4.

CEO, GSTN requested considering extending the timeline for filing of cdiopasturn for

4 LQ YLHZ RI WKH ORZ OHYHO RI ILOLQJ WRKKVVIP G DV BROD/MURGDW K |
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taxpayers required to file GSTR-4 (quarter wise) and do age analygiket$ traised by the Resident
Engineers and by taxpayers to central helpdesk. He further urged raising et éoticn issue even if
it is @ common issue.

8.5. CEO, GSTN and SVP Infosys presented the status of issues raised in IT committee and status
of prioritized GoM items and other issues raised by CBEC and States. Status inakispaes flagged

by Hon. Convenor and officers were also provided, which are given below:

8.5.1. Response to issues raised in the meeting:

Sl Issues raised Response provided
No.
1 The timeline about readiness of backend| They will be shared by GSTN/Infosys
functionalities
2 MIS for Model 2 States. Status as given in Para 9(vi) of the
minutes
3 Return defaulter lists and GSTR 4 data | Return defaulter lists will be availableg
to States and GSTR 4 data will be
shared.
4 Suo-moto cancellation of registrationby | , W ZLOO EH PDGH DYD
RIILFHUVY IXQFWLRQDOL|time
5 Upload of field visit report on GST portal | Native Mobile base app will be made
by Tax Officer available on priority.
6 Updation of Chapter 99 for services (SA(Q This will be completed on priority
7 Difficulty in invoice updation and This has been resolved.
generation of summary
8 View of GSTR 4 has not been made This will be made available on
available to officers of Model -2 States | priority.
9 Tool for division of taxpayers has not bee Undergoing UAT. Will be made
implemented available in 10 days.
10 Bulk delete facility should be provided in | This is available
GSTR -1
11 Improvement of error messages, as rand( It is an ongoing process.
errors are still being shown in many case
12 Early provisioning of Part B of liability Undergoing UAT. Will be made
ledger available in ten days.
13 Tax SHULRG VKRXOG EH VH :LOO EH SURYLGHG LQ
VHDUFK RSWLRQ LQ %DF
14 Date of liability should be mentioned in th Will be taken up on priority
Registration profile of the taxpayer in
search application
15 Taxpayers with TRAN- XQ GH U 3V X This will be raised in upcoming GST
status are not able to file the Return Council meeting
16 OTP is getting sent to different email and| GSTIN needed to investigate
phone number in case of few taxpayers
17 Early deployment of REG-10, REG-13, | This will be done as per priority.
ITC-03, PMT-03, PMT-04
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18

Bihar £33000 taxpayers are not allotted t| Data of migrated taxpayers who havg
either Centre or State completed process after October 24,
2017 will be shared with States/CBE

8.6.

Status in respect of prioritized items identified by GoM were presented as given below:

vi

Data sharing issue and reconciliation with States: The count of
Registration/Returns/Payment shared by GSTN through APIs and that received by
States/CBEC was presented. The GoM observed that lot of improvement has taken place
in regards to GSTR 3B and only few issues are pending with regards to GSTR -1.
Additional Secretary, Bihar and Commissioner, Karnataka requested for videgting

with CBEC and Model 1 States to resolve pending issues. It was decided to have VC

meeting every Wednesday.

API Release and Supportit is informed that API calendar is revised every fortnightly

and shared with all stakeholders.

Resident engineers:

a. Hon. Convenor informed that Resident Engineers are taking time to resolve
pending issues of States. He informed that more than 13 issues are pending for
more than 30 days in Bihar and asked that support to Resident Engineers should be
provided by Infosys Central team to resolve issues on priority.

b. Commissioner, Karnataka informed that tickets are not raised in many issues and
requested that tickets should be raised for every issue and pending age analysis
should be shared on common google doc.

Relevant and accurate messages on portal and user-friendly interfaceThe officers

informed that there was improvement, however a lot is required to be done.

Availability of MIS to Model 2 States:

A. The status of priority MIS reports was presented to GoM. It is informedbthdS
reports are live and 4 more will be delivered by January 22, 2018 andeBaitidne
available by January 27, 2018.

B. The GoM was further informed that view of GSTR 3B, GSTR 1 and TRAN 1 have
been made available to jurisdictional officers of Model 2 states. The juigsditt
officers can also view ITC ledger/cash ledger/liability ledgeaxpayers falling under
their jurisdiction. The officers can also view all forms related with registration.

C. Itwas informed that data in regards to following is shared on daily basis withroedc
stakeholders.

a. Count of Forms Filed

X Registration (Normal, TDS, TCS, GSTP)

x  Composition Dealers

X Transition and ITC

Enrolment Report

State Wise Returns Filing for GSTR1 and GSTR3B

Enrolment full / incremental dump

Registration full / incremental dump

Casual taxpayer full / incremental dump

GSTR3B full / incremental dump

Period wise Return filing full / incremental dump

S@ -0 oo0C
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vii  Updates on GoM prioritized functionalities (Annexure 1)

a.  Out of 55 prioritized functionalities, 12 functionalities are on hold and bak&®ce
are being tracked. Out of 43, till date, 39 functionalities are made operatiuhal
remaining are being under process.

b.  CBEC representative raised the issue that part payment for fill§ R 3B should
be allowed, and it is decided to discuss this issue in GST council

C. CBEC representative also raised point that some taxpayers have wrongly chosen
SEZ and they should be given opportunity to edit this as non-core amendment.
Infosys representative raised the point that once SEZ is chosen as basis of
UHJLVWUDWLRQ WKH VDPH FDQYW EH DPHQWKIGU ,W ZI
in detail to resolve.

d. CBEC representative stated that as per law, the primary Authorized sjgstatald
be Indian resident, however system requires primary Authorised signatory to be an
Indian citizen and this needs to be corrected

viii  The issue of newly registered taxpayers was discussed and it was informed th&6about
lakh new taxpayers are registered and field visits are required for veoific@tsome of
the taxpayers. It is suggested that a native app on Android and iOS should be developed for
verification of taxpayers by field staff so that data can be filled in saméshing tax
officer at the location where latitude /longitude and date/time will be aaticaly
recorded. The app will help field visit of inspector and process of catoellaf
registration by officer.

iX The issue of registration and processing of GST Practitioners was diseumsbét was
pointed out that though applications for GSTP are uploaded by GSTP, processing of sam
is very poor. Since there is no upper limit prescribed, the applications are not being
processed by tax officers. Tax authorities may get this expedited.

8.7. Making available 69 prioritized Forms on GST Portal (Annexure 2)

8.7.1. The CEO briefed the GoM on the Prioritized Forms. Out of 69 Forms identified by Policy wi
of CBEC, 47 have been made available on the GST Portal and 3 are on hold. The tiorefivaddng
available remaining forms was presented before the GoM. Copy of the same is @sashedxure-2.
The Convenor suggested that timelines should be strictly followed for operatitioal of remaining
form.

9. The meeting concluded with following closing remarks:

a. Closing remarks Hon. Shri Krishna Byregowda, Minister of Agriculture, Karnataka.

i. Hon. Minister suggested that there should be filter based query and designated
officers should be able to generate report on their own rather than &Xirg
to generate the same. For each Model 2 State, a senior officer should be
authorized to generate reports based on various filters and GSTN should make
arrangements for the same.

il Hon. Minister remarked that though the filing percentage of Returns is imgeasi
however it is not getting converted into revenue and there is urgent need to
analyse the issue for increasing revenue.

iii. 7KH +RQYEOH OLQLVWHU .DUQDWDND IXUW&HU XUJH
on the current system (in term of re-engineering it) in the event of dpesal
regarding amendment to the return process being adopted.
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10.

b. Closing remarks from Hon. Convenor of GoM

Vi.

Vii.

viii.

It is observed that progress has been good and Infosys has done good work and
most of things have improved considerably.

People have got used to GSTR-3B and that complaints have reduced

The Phase 2 of GST-i.e. implementation of e-way bill system should be proper.
People are apprehensive about same and hence every care should be taken to
ensure smooth rollout. Awareness programs should be conducted.

The phase 3 of GST implementation is matching of invoices and will be finalized
after discussions with GST Council.

The decrease in revenue over period of time is major concern and reasons for
same may be analyzed.

Composition taxpayers needs to be monitored since the tax paid by them is very
small.

The MIS to Model 2 states are very important and should be made available on
priority.

The next meeting will be in first week of April and feedback from States may be
taken regularly to improve system.

A meeting of the IT Committee should be held before the next meeting of the
Group

The meeting ended with Vote of thanks to the Chair.
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Annexure 1

Status of implementation of items identified by GoM

# FORM FORM Agreed Date of| Actual Date Status Remarks
Components/Details | Deployment of
Deployment/
ETA
1 |GSTR 3B Solution for 3.5 lakh 19-Sep-17 21-Sep-17 | Complete |Closed
GSTR3B who have
submitted but not filed
2 [MIS Reports Data Dump fo 22-Sep-17 07-Oct-17 | Complete |Closed
Model-2 States
3 [Registration [Amendments of Core 22-Sep-17 27-Sep-17 | Complete [Closed
fields
4 [Registration [Opt out for Compositiol 22-Sep-17 01-Oct-17 Complete [Closed
scheme
5 |Registration [Suo Moto Registration| 29-Sep-17 27-Sep-17 | Complete |Closed
and Payment option by
Govt.
department 1) ID
creation, 2) Create
Challan, 3) Making
Payment
6 [Registration [GSTP Registration 29-Sep-17 27-Oct-17 Complete [Closed
Processing
7 |Registration [TDS/TCS Registration| 29-Sep-17 TDS £13- Complete [Closed
and Processing Oct-17 TCSH
14-Dec-017
8 [GSTR 1A Generation & 30-Sep-17 10-Oct-17 Complete [Closed
Submission/Filing of
GSTR- 1A
9 [Refunds Refund for Export - 30-Sep-17 05-Oct-17 | Complete |Closed
ICEGATE API (Part of
RFD-01)
10 |[Offline Creation and submissi¢ 06-Oct-17 14-Oct-17 Complete [Closed
of Returns in Offline
Utility for GSTR-2
without xIs download
from tool
11 |Offline Creation and submissi¢ 11-Oct-17 25-Oct-17 Complete [Closed
of Returns in Offline
Utility for GSTR-2 with
xls download from tool
12 |GSTR 2A GSTR-2A for ISD 11-Oct-17 11-Oct-17 | Complete [Closed
changes
13 [Tran1 Revised Tranl 13-Oct-17 8-Nov-17 Complete [Closed
(Reopening Transition
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Form-1 to enable
Multiple Submit)

14

Tran 1

CSV Utility for 6a, 6b,
7b, 9a, 9b of TRAN-1

13-Oct-17

8-Nov-17

Complete

Closed

15

Payment

Grievance for
Payment not reflecting
in Cash Ledger -
PMTO7

16-Oct-17

25-Oct-17

Complete

Closed

16

GSTR 5A

Creation &
Submission of GSTR-
5A (OIDAR supplies)

17-Oct-17

15-Dec-17

Complete

Closed

17

ITCO1

Application for
eligible ITC prior to
registration /
withdrawal from
compounding scheme|
ITC 01

17-Oct-17

11-Jan-18

Complete

Closed

18

GSTR 3B

GSTR-3B - Feature
Enhancement

1) Edit Option

2) Full Preview with
suggested ITC
utilization

15-Nov-17

29-Dec-
2017

Partial
Complete

1) Edit was made
operational 21-
Nov-17

2) Nil Return and
Questionnaire
made operational
on 13-Dec-17

19

GSTR 3B

GSTR-3B -
Enhancement to
enable Print out/PDF
Download

18-Oct-17

13-Oct-17

Complete

Closed

20

GSTR 1A

GSTR 1A Offline
utility

18-Oct-17

27-Oct-17

Complete

Closed

21

Registration

Change of authorized
signatory by Tax
Officer

18-Oct-17

Use Case:
12-Oct-17
API: 1-Dec-
17

Complete

Closed

22

Registration

Registration of Non
Resident Tax Payers

18-Oct-17

9-Nov-17

Complete

Closed

23

Tran 1

G2G API's for
Transition forms

20-Oct-17

7-Dec-17

Complete

Closed

24

GSTR 1

GSTR 1 -
Enhancement to
enable Preview and
Print out/PDF
Download

20-Oct-17

20-Oct-17

Complete

Closed

25

GSTR 2

GSTR-2 -
Enhancement to
enable Preview and

20-Oct-17

20-Oct-17

Complete

Closed
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Print out/PDF
Download

26 | MIS MIS Reports for 20-Oct-17 24-Oct-17 | In Progress| 1.5 MIS
Model-2 States Plan for with delay reports are
remaining live
Reports: a. Registration
Start: 11- Application
Dec-17 Register
End: 23- b. Summary of
Feb-17 Approved
Registrations
c. Casual
7D[SD\HU T\
Report
d. Tax
collection list
e. Tax
collection
summary
Next lot will
follow staggered
release
27 | GSTR 6, Creation & 23-Oct-17 GSTR Complete | Closed
GSTR 6A Submission of Return 6A:31-Oct-
for ISD GSTR-6 / 17
View of GSTR-6A GSTR 6:8-
(ISD) Dec-17
28 | Registration Change of jurisdictior]  30-Oct-17 25-Oct-17 Complete | Closed
by Tax Officer before
approval / rejection
29 | Registration OIDAR Registration 30-Oct-17 14-Dec-17 | Complete | Workaround made
and Processing operational on 14
Dec-2017
30 | Registration Cancellation and 30-Oct-17 10-Oct-17 | Complete | Workaround
Surrender of provided for
Registration cancellation by
Certificate 10th Oct.
31 [ Registration Revocation of RC 30-Oct-17 8-Mar-18 In Progress| Cancellation by
(Application against with Delay | Taxpayers
Cancellation by Tax- operational
official) Cancellation by
Tax Official in
progress
Revocation appea
will be taken up
once rest
cancellation by
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Tax Official is

completed
32 | Registration Grievance 30-Oct-17 12-Jan-18 | Complete | Closed
Management
33 [ Registration GSTP Dashboard 30-Oct-17 14-Nov-17 | Complete | Closed
34 [ Tran 2 Transition Form 2 30-Oct-17 15-Dec-17 | Complete | Closed
Development
35 [ GSTR 4 Creation & 03-Nov-17 08-Nov-17 | Complete | Closed
Submission of
Quarterly Return by
Compounding
Taxpayer GSTR-4
36 [ GSTR 11 Filing of Returns by 10-Nov-17 12-Jan-18 | Complete | Closed
UIN Holders for
Inward Supplies
GSTR-11
37 [ GSTR 5 Return for non- 17-Nov-17 20-Dec-17 | Complete | Closed
resident taxable
person
38 | Refunds Refunds - Exports 20-Nov-17 5-Nov-17 Complete | Work around: 5-
WO payment of tax - Nov-17
part of RFDO1
39 [ Refunds Refunds BO 20-Nov-17 30-Apr-18 | In Progress| Itis a full use case
Processing and will be
delivered as per
overall Refunds
implementation
plan
40 | Refunds Refunds - Excess 01-Dec-17 29-Nov-17 | Complete | Workaround
Balance in Cash operational
Ledger Main use case
ETA: 23Mar-18
41 | Refunds Refunds - Exports of| 08-Dec-17 22-Dec-17 | Complete | Limited
Services functionality on
22-Dec-17
New Items discussed in GoM Meeting on éhSOct 2017
42 | Returns New search facility td  25-Nov-17 30-Jan-18 | In Progress| Delayed due to
see the status of completion of the
return filing of a solution approach
taxpayer and layout
43 | Returns A new pop-up 20-Nov-17 17-Nov-17 | Complete | Closed
regarding intimation
of late fee, if there is
a gap between filing
and submission of
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return after the due
date.

44 [ GSTR 3 Creation & 30-Oct-17 On Hold based on
Submission Of decisions taken in
Monthly Return last GST Council
GSTR-3

45 | Mismatch Creation & Display 30-Oct-17 On Hold based on

Report of Mismatch Report decisions taken in
last GST Council

46 | GSTR 4A View of GSTR-4A 17-Nov-17 On Hold +needs
(composition redesign with
supplies) GSTR 2 being on

hold and new
timeline for
GSTR1

47 [ GSTR 7 Creation and 08-Dec-17 On Hold based on
Submission of TDS decisions taken in
Return GSTR-7 last GST Council

48 | GSTR 7A View of GSTR-7A 08-Dec-17 On Hold based on
(TDS) decisions taken in

last GST Council

49 [ GSTR 8 Creation & 08-Dec-17 On Hold based on
Submission of Returr, decisions taken in
for e-Commerce last GST Council
GSTR-8

50 [ Returns GST Return filing On Hold based or
history should be decisions taken in
provided on the last GST Council
pattern of GST
Payment Challan
History.

51 | GSTR-2 GSTR-2: The name On Hold based on
of the dealer should decisions taken in
be reflected in the last GST Council
table along with
GSTIN in the
downloaded GSTR2
file

52 | GSTR-2 GSTR-2: offline tool On Hold based on
should be further decisions taken in
upgraded to include last GST Council
facility to do
comparison of
downloaded data witl
those from the
purchase register of
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the taxpayer to show
mismatches and
matched entries.

53 [ GSTR-2 GSTR-2: Bulk On Hold based on
acceptance of decisions taken in
invoices should be last GST Council
made available on th
Portal as well as the
Offline Tool.

54 | GSTR-2 GSTR-2 JSON On Hold based on
should be kept ready decisions taken in
for download last GST Council
immediately after las]
date of filing of
GSTR-1. This will
save time required
today to generate the
downloadable file.

55 | Returns MIS for policy TBD TBD Management
making Decision on

Analyticstnot a
MIS point
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Annexure 2

Details about 69 Prioritized FORMS

Registration Forms (16 out of 21 Operational)

SI.No | Form No. Details of Form Rule No. [Urgent Status

1 GST REG-01| Application for Registration 8 Yes Operational

2 GST REG-02| Acknowledgment 8(5) Yes Operational

3 GST REG-03| Notice for Seeking Additional | 9(2) Yes Operational
Information

4 GST REG-04| Clarification/ additional 9(2) Yes Operational

information/ document for
Registration / Amendment/
Cancellation

5 GST REG-05| Order of Rejection of 9(4) Yes Operational
Application for <Registration /
Amendment / Cancellation/

6 GST REG-06| Registration Certificate 10(1) | Yes Operational

7 GST REG-07| Application for registration as | 12(1) Operational
TDS/TCS

8 GST REG-09| Application for Registration of | 13 Yes Operational
Non Resident Taxable Person

9 GST REG-10| Application for registration of | 14 Yes 1. Workaround g
person supplying online operational sincq
information and data base accg 14-Dec-17.

or retrieval services from a plag
outside India to a person in
India, other than a registered

2. Regular Form will
be available from

+25-Jan-18
person.
10 GST REG-11{ Application for extension of 15 Yes Not Operational
registration period by casual /
: ETA : 7-Feb-18
non-resident taxable person.
11 GST REG-12| Order of Grant of Temporary | 16 Yes Operational

Registration/ Suo Moto
Registration
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12 GST REG-13| Application/Form for grant of | 17 Yes 1. Workaround
Unique Identity Number to UN available since 14
Bodies/ Embassies / others Dec-17
2. Regular form will
be available from
+1-Mar-17
13 GST REG-14| Application for Amendment in | 19 Yes Operational
Registration Particulars (For all
types of registered persons)
14 GST REG-15| Order of Amendment 19 Yes Operational
15 GST REG-16| Application for cancellation of | 20 Yes Operational
registration
16 GST REG-25| Certificate of Provisional 24(1) Yes Operational
Registration
17 GST REG-26| Application for Enrolment of 24(2) Yes Operational
Existing Taxpayer
18 GST REG-27| Show Cause Notice for 24(3) Yes Not Operational (Under
cancellation of provisional Development) ETA: 20-
registration Feb-18
19 GST REG-28| Order for cancellation of 24(3) Yes Not Operational (Under
provisional registration Development) ETA: 20-
Feb-18
20 GST REG-29| Application for cancellation of | 24(4) Yes Operational
provisional registration
21 GST REG-30[ Form for Field Visit Report 25 Yes Not Operational ETA:
22-Mar-18
Needs to be made
available on priority.
Composition forms ( 4 Out of 4 operational)
22 GST CMP- | Intimation to pay tax under 3(1) Yes Operational
01 section 10 (composition levy)
(Only for persons registered
under the existing law migratin{
on the appointed day)
23 GST CMP- | Intimation to pay tax under 33 & Yes Operational
02 section 10 (composition levy) | 3A)
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(For persons registered under
the Act)

24

GST CMP-
03

Intimation of details of stock on
date of opting for composition

levy

(Only for persons registered
under the existing law migratin|
on the appointed day)

3(4)

Yes

Operational

25

GST CMP-
04

Intimation/Application for
Withdrawal from Composition

Levy

6(2) &
6(3)

Yes

Operational

ITC (1 out of 4) and ENR (not in scope)

26

GST ITC-01

Declaration for claim of input
tax credit under sub-section (1]
of section 18

40(b)

Yes

27

GST ITC-02

Declaration for transfer of ITC
in case of sale, merger,
demerger, amalgamation, leas;
or transfer of a business under
sub-section (3) of section 18

41

Yes

28

GST ITC-03

Declaration for intimation of
ITC reversal/payment of tax on
inputs held in stock, inputs
contained in semi-finished and
finished goods held in stock an
capital goods under sub-rule (4
of rule 44

Yes

Under Development

ETA: 30-Jan-18

29

GST ITC-04

Details of goods/capital goods
sent to job worker and receive(
back

45(3)

Yes

Operational

30

GST ENR-01

Application for Enrolment u/s
35 (2)

35(2)

Yes

Not in Scope

Returns (6 out of 10 Operational

,2areonH

old)

31

GSTR-1

Details of outward supplies of
goods or services

59(1)

Yes

Operational (24-07-2017)

32

GSTR-2

Details of inward supplies of
goods or services

60(1)

Yes

Operational (01-09-2017)

33

GSTR-3B

Return in lieu of monthly return

61(5)

Yes

Operational (11-08-2017)
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34 GSTR 3 Normal Monthly Returns 61(1) Yes Not operation (Ready for
Deployment, kept on hold
35 GSTR 4 Creation & Submission of 62 Yes Operational (03-11-2017)
Quarterly Return by
Compounding Taxpayer GST
4
36 GSTR-5 Return for non-resident taxable|63 Yes Operational3-Jan-2018)
person
37 GSTR-5A Details of supplies of online 64 Yes Operational (15-Dec-17)
information and database accey
or retrieval services by a persor
located outside India made to
non-taxable persons in India
38 GSTR-6 Return for ISD 65 Yes Operational(8-Dec-2017)
39 GSTR 7 and [TDS and TCS return 66(1) & |Yes Not Operational (On hold
GSTR 8 67(1)
40 GSTR-11 Statement of inward supplies by82 Yes Operational (12-Jan-2018
persons having Unique
Identification Number (UIN)
GST Practitioners (5 out of 5 Operational)
41 GST PCT-01| Application for Enrolmentas | 83 Yes Operational
Goods and Services Tax
Practitioner
42 GST PCT-02| Enrolment Certificate of Goods| 83(2) Yes Operational
and Services Tax Practitioner
43 GST PCT-03| Show Cause Notice for 83(4) Yes Operational
disqualification
44 GST PCT-04| Order of rejection of enrolment| 83(4) Yes Operational
as GST Practitioner
45 GST PCT-05| Authorisation / withdrawal of | 83(6) Yes Operational
authorisation for Goods and £ / Di
Services Tax Practitioner (B ¢ D anEEee
GSTP)
Registers and Ledgers (5 out of 7 operational)
46 GST PMT-01| Electronic Liability Register of | 85 Yes Operational
Registered Person
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47 GST PMT-02| Electronic Credit Ledger of 86 Yes Operational
Registered Person
48 GST PMT-03| Order for re-credit of the amour 86(4) Yes ETA 24-Apr-18
to cash or credit ledger on
rejection of refund claim
49 GST PMT-04| Application for intimation of 86(4) Yes Operational
discrepancy in Electronic Credi
Ledger/Cash Ledger/ Liability
Register
50 GST PMT-05( Electronic Cash Ledger 87 Yes Operational
51 GST PMT-06| Challan for deposit of goods ar{ 87(2) Yes Operational
services tax
52 GST PMT-07| Application for intimating 87(8) Yes Operational
discrepancy relating to paymen
Refund (RFD-01 workaround ready)
53 GST RFD-01 | Application for Refund+ 89 Yes With IGST: 16-Nov-17
(Operational)
Excess Bal in cash leger:
29-Nov-17 (Operational)
ITC accumulated for
exporters 23-Dec-17
(Operational)
Inverted Duty:23-Dec-17
(Operational)
SEZ Unit/ Developer:
With/ without payment of
Tax +23-Dec-2017
(Operational)
SEZ Unit/ Developer:
With/ with payment of Ta
+23-Dec-2017
(Operational)
Deemed export23-Dec-
2017(Operational)
Assessment/Appeal/any
other order25 HJan-2017
(in UAT)
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On account of tax paid or
advance/refund voucher
2514Jan-2017(in SIT)

54 GST RFD-02 | Acknowledgment 90 Yes Not Operational; ETA: 23
Mar-18, 20-Apr-18
55 GST RFD-03 | Deficiency memo 90(3) Yes Not Operational; ETA: 23
Mar-18, 20-Apr-18
56 GST RFD-04 | Provisional Refund Order 91(2) Yes Not Operational; ETA: 23
Mar-18, 20-Apr-18
57 GST RFD-05 | Payment Advice 91(5) Yes Not Operational; ETA: 23
Mar-18, 20-Apr-18
58 GST RFD-06 | Refund sanction/ rejection ordg 92 Yes Workaround RFD 01 B;
ETA:25 Panr2017 {n
UAT)
59 GST RFD-07 | Order for Complete adjustment| 92(2) Yes Not Operational; ETA: 23
of sanctioned Refund Mar-18, 20-Apr-18
60 GST RFD-08 | Notice for rejection of 92(3) Yes Not Operational; ETA: 23
application for refund Mar-18, 20-Apr-18
61 GST RFD-09 | Reply to Show Cause Notice |92(3) Yes Not Operational; ETA: 23
Mar-18, 20-Apr-18
62 GST RFD-10 ETA: 25-Jan-18(in SIT)
63 GST RFD-11 | Furnishing of bond or Letter of [ 96A Yes ETA: 25-Jan-18(in SIT)
Undertaking for export of goodg
or services
Appeal (in progress)/Transitional Form (All 3 operational)
64 GST ARA- | Application Form for Advance | 104 Yes Operational (Workaround
01 Ruling available)
65 GST APL-01 | Appeal to Appellate Authority | 108 Yes Not operational
ETA: 5-Jan-18, 8-Feb-18
66 GST APL-02 | Acknowledgment for 108(3) |Yes Not operational
submission of appeal
ETA: 5-Jan-18
67 GST APL-03 | Application to the Appellate 108(3) | Yes Not operational

Authority under sub-section (2)
of Section 107

ETA: 8-Feb-18
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68 GST TRAN- | Transitional ITC / Stock 117 Yes Operational
01 Statement
69 GST TRAN- | Details of inputs held in stock d 117(4)( | Yes Operational (from 15-
02 which taxpaying document is | a) Dec-17)
not available
70 GST TRAN- | Revision of Transitional ITC/ | 120A Yes Operational
01 Stock Statement
71 GST TRAN- Operational
03
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Annexure 3

List of Officers present during the GoM meeting

1. GSTN: The following officers attended the meeting from GSTN:

SI. No. | Name Designation

1 Shri Prakash Kumar CEO

2 Shri Nitin Mishra EVP( Technology)
3 Shri Pankaj Dixit SVP (Infrastructure)
4 Shri Bhagwan Patil VP (Services)

5 Shri Abhishek Singh AVP (PM)

2. CBEC: The following officers attended the meeting from CBEC:

Sl. No. | Name Designation

1 Shri Basavaraj Nelagave ADG Systems, CBEC ,Bengaluru
2 Shri B. Senthilvelvan Additional Director , CBEC

3 Shri Vignan Pattamatta A D Systems, CBEC

3. States: The following officers attended the meeting from States:

Sl. No. |Name Designation
1 Shri MS Srikar CCT, Karnataka
2 Shri Arun Mishra Addl. Secretary, CT, Bihar.
3 Shri M S Reddy Additional Commissioner, Telanga
4 Shri K. S. Basavaraj Joint Commissioner, Karnataka
5 Shri Harshal Nikam Joint Commissioner, Maharashtra
(§] Shri N Sai Kishore Joint Commissioner, Telangana
7 Shri Dipankar Sahu Dy. Comm, Odisha
3 Shri Deepak Giri Dy. Commissioner, Chhattisgarh
9 Shri Mukesh Kumar CTO, Bihar
4. NIC

Sl. No. | Name Designation

1 Shri Nagesh Shashri DDG, NIC

2 Shri Vinaya Kumar SIO, Karnataka, NIC

3 Shri P V Bhat Sr. Director , NIC
5. Infosys: The following officers attended the meeting from Infosys:

Sl. No. | Name Designation

1 Mr. Renga SVP

2 Shri Binod Hampapur EVP
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Mr. P.N. Moorthy

AVP (Delivery Manager)

Shri Venkat Narayan

AVP

Mr. Murali Vasudevan

AVP (Release Manager)

Ms. Surya Kumari Achal

AVP (Test Manager)

Mr. Indrasis Dasgupta

Program Manager

Mr. Akhil Gandhi

Domain Team

©O© |0 N|lO | 0| &~ W

Shri Debapriya Ghosh

Domain Team
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Annexure B

Minutes of the 7" Meeting of GoM held on February 24, 2018 at New Delhi.

The seventh meeting of GoM on IT was convened on Februdiy2®48 specially to consider the
recommendations of the Committee of Return Filing, as per decisioe &3 Council taken in its

last meeting held on January™8 6KUL 6 XVKLO ORGL +RQTEOH '"HSXW\ &KL
WKH &RQYHQRU RI *RO KDG DOVR LQYLWHG +RQYEOH )LQDQFH OL:
&Kashmir for this meeting.

2. 7KH VHYHQWK PHHWLQJ ZDV DWWHQGHG E\ WKH IROORZLQJ

Sl. No. Name Designation

1 Shri Sushil Kumar Modi |[+RQYEOH 'HSXW\ §&Convenor of GoM
Bihar

2  [Shri Krishna Byregowda |+ RQ TE OH 0 LAGricvidyé&Member, GoM
Karnataka

3 [Shri  Shashi Bhushi+ RQYEOH OLQLVWMember, GoM

Behera Odisha
4  |Shri Amar Agarwal, +RQYEOH OLQLVWHMember, GoM
Taxes, Chhattisgarh
3. 6KUL (WHOD 5DMHQGDU +RQYEOH )LQDQFH OLQLVW®ML 7HOD
engagements.
4, Shri V K Garg, Advisor (Financial Resources) to Chief Minister, Puniahdsd on behalf of

Punjab Finance Minister. Finance Ministers of Delhi, J&K and Kerala could tevidatlue to other
pressing engagements.

5. The list of officers who attended from CBEC/ States, GSTN and Infosy®imakure 1 to
the Minutes of 7" GoM Meeting.

6. The agenda items discussed in the meeting are as follows:
l. E-Way Bill System Update:
7. $W WKH RXWVHW +RQYEOH &RQYHQRU DV NWN4&y Bl Bydtein & WHD P

7.1. DG, NIC presented status of e-way Bill project implementatiohligigs of which are given
below
a. The planned rollout of e-way Bill system ofi Beb 2018 had to be abandoned after the
system operating from Karnataka Data Centre could not take the load. The design was
based on estimation of load by extrapolating the Karnataka figures; howesanibaevas
proved to be highly inadequate. Accordingly, the Infrastructure (hardwaredseftivas
been upgraded to handle load of 50 Lakh e-way Bill generation per day.
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b. Training of Master trainers of all States and CBEC has been completed &y BiW
system and regular VCs are conducted to resolve the queries of Tax officers. The
integration testing with external agencies like GSTN, NSDL, UIDAI has been completed.

C. 7KH KHOSGHVNV KDYH EHHQ HVWDEOLVKHG \ED [6SADDMUHW L (
queries related to e-way bill system. A national Helpdesk has been startethiabyp
GSTN.

d. The load on system for generation of e-way bill is maximum between 4:00t¢®8/30
PM and is about 45% of total daily load.

e. Load testing is currently under way and a concurrency of 20000 users has beda possib
far. With augmentation of infrastructure and tuning of the software, efferterato
achieve concurrency of 40000 users.

f. 7KH 'DWD &HQWUH DW 'HOKLYV 6KDVWUL 3DUNeEh WK DGH
made ready where the application is being tested. The current users stilftbd from
Bangalore DC to Delhi DC, after the load testing is completed.

7.2. Highlights of the discussions, which followed the presentation are given below.

a. CEO, GSTN informed the GoM that around 198 Crore B2B invoices have been uploaded
along with GSTR-1 in last 7 months. Taking 1/3 of these B2B invoices pertdiming
services, 20 Crores per month will be B2B goods supplies which will mean diglaiky
of 70 Lakh e-way bills. This is without taking into consideration consignmenisady
courier companies. If courier companies are required to generate e-way bills, then the
number of e-way bills required to be generated will be much higher. He prefigated
shared by Safexpress which alone will need to generate 4 lakhs e-way bilgygdsted
to go for information return from Courier agencies which could be usetb$s check
return data of businesses.

b.  Convenor asked whether courier companies are required to generate e-way bills unde
GST. Shri Upender Gupta informed that for e-way bill generation, \algeods above
Rs 50, 000/- in single consignment was criteria and it is applicable to all.

C. Hon. Convenor remarked that, e-way bill system should be implemented after proper
testing and completion of all required activities. Since EWBS implementatioto Hzel
postponed from February 1, 2018 due to performance issues, now special care should be
taken to avoid the same issues, ensure proper testing and see that the fyatessiisle
and available to all the users on the new date of rollout.

d. After due discussion, considering the end of the current financial year, it vezslidabat
the system may be implemented from April 1, 2018 for Inter-State only h@&iiltaxpayers
may be allowed to generate e-way bills on trial basis and system magted on all
accounts like load, integration and application testing.

e. It was also decided that e-way bill system may be implemented for intrarSsatall lots
after the inter-State fully stabilizes.

Il. Discussions on the Recommendations of Committee on Returns Filing

8. Presentation by Shri Nandan Nilekani

8.1. Shri Nandan Nilekani, Non-Executive Chairman of Infosys and former Chairman ofl UIDA
made a detailed presentation on what simplifications could be made in the Rietgiisystem under
GST. His main emphasis was on making return filing simple and taxpayer friendly which is ethbedde
in the business process of an enterprise.

8.2. The proposal contained in his presentation hinged on following principles
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a. Ataxpayer will get ITC (input tax credit) only on those invoices whiehuploaded by his
suppliers.

b.  The input tax credit should be allowed without linking it with whether the taait by
seller against those invoices.

C. All invoices will be uploaded by the seller only and there should not be any profasi
provisional credit.

d. The invoices can be uploaded anytime and the buyer can accept the same aftédr which
FDQYW EH DPHQGHG

8.3. A small demo was made as to how the system will work on these psndiptee demo, the
functionality of upload, acceptance on mobile app, reminder to seller through mobile appretc.
presented.

8.4, Sh Nilekani further informed that in earlier Indirect tax era, there was no invoice matching and
so time gap to identify fraud was about six months to a year which was long dpouigtudulent
taxpayers to exit from the system.

8.5. It was argued that making buyer responsible for tax payment by seller mag goidakpractice
and also possibly an injustice to the buyer. Instead, fraudulent sellers shouldoberdiddor which
the fraud identification system should be strong for identifying and verificatidrawnds by use of
technology. Business intelligence and analytics should be used for catehitiglént taxpayers instead
of preventing buyers from taking credit.

8.6. Also, using technology, the fraudulent taxpayers should be identified at early statékor
following factors may be kept in mind:
a. At registration stage only validations like one PAidany registrations, one email-many
registration, one phone number-many registrations, one address-many registrations should
be identified and such taxpayers kept under watch list to identify frauds at early stage.

b. Identification of related party transactions needs to be under observation
C. Use of technology to catch real time frauds
d. If allowance of input tax credit to buyer is linked to tax payment into government treasury

by Seller, then system will be complex

8.7. The Frauds may be of four types

Inflated credit

Reduction in tax liability

Non-payment of tax- Missing taxpayer by issuing bills only
Invoices out of system

oo o

8.8. Provisional credit should not be allowed to taxpayers because supplier may not upload invoices
on GST portal and in first phase, GSTR1 can be replaced by upload of invwoites second phase,
buyer needs to accept the invoices.

8.9. Shri Nilekani proposed a phased movement from the current GSTR 3B sydtenG®TR 3
which would be auto generated by the system, in an approximate 6-month timeframesuls#agient
stage, GSTR-3B will be discontinued and auto generation of GSTR 1 will sted basinvoices
uploaded along with other information. The data quality will be higheafgs along with invoice
acceptance by buyers, which could be a daily phenomenon.

9. Presentation by Convenor of Committee on Return Filing
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9.1. Shri Manish Kumar Sinha, Commissioner, CBEC presented Model agreed by the Committee
on Return filing.

9.2. He stressed on 2 aspects viz. securing revenue and simplification of procesaks fo
stakeholders. He emphasized on the linkage between input tax credit claimed tnlugerpaid by
seller as per GST Law.

9.3. The facility of continuous viewing and offline utility may be providedkpayers. The main
return proposed was only one- having summary of invoices uploaded andylifleiteon and the input
tax credit claimed as a lump sum. The buyer will be required to reconcile the aedadind what
accrues to him based on invoices of suppliers forming part of valid return. For ria¢iomgib period,
say three months was proposed to be provided after which the taxpayers will payéabo on the non-
reconciled amount.

9.4. He further stated that if there is no linkage between tax paid by seller andlanedity buyer
then it is anticipated that:

a. The officers will have to be given discretionary powers to follow defauttiedscollect
revenue and more enforcement activity will be required and self-policingatiie there.

b.  There will be IGST settlement issues and States will have to pay to Ceditsthar States
even if revenue is not paid by seller into government treasury andithigseate many
issues.

9.5. He also stated that the issue of inverted duty structure will be higineeKT he issue of missing
WD[SD\HUVY FUHGLW ZLOO EH KLJK GXH WR ZKLFK WKHUH FRXOG

10. Highlights of the discussion which followed the presentations:

10.1. If buyer is free to claim credit then self-policing will go away &igli$ against present position
in the law. As per legal provisions under section 16(1) (c) credit will be allawaadler, only if money
is deposited in government treasury by seller.

10.2. The Case of Bombay High court, Gujrat High court and Delhi High courigetessed and it
was stated that courts have also agreed that credit will be allowed onlyisf paid by seller into
government treasury.

10.3. Shri V K Garg, Advisor (Financial resources) to Chief Minister, Punjabinguotcent
economic survey report stated that only 25000 taxpayers pay about 75% revenue and so we should
identify risks involved with these taxpayers. He stressed on combining positive slitgh ofiodels.

He stressed that the main risk is wrong claim of input tax credit by frentdetkporters which could
happen even if provisional credit is linked to tax payment by the Seller. Heaiscask remains
irrespective of the model chosen and he supported that the model proposed by Shri Nilekani.

104. 6KUL - 6\DPDOD 5DR &RPPLVVLRQHU $QGKUD 38DREHRNKDKL J K
tax administration may not be able to track total credit claim by bayetshe tax paid by sellers and
thus States may lose out in the process.

10.5. &KDLUPDQ *671 VWUHVVHG WKDW ODZ SURYLGHWMWWDW E X\
by the seller. If this provision is removed and buyer is allowed to claim crigdduseller paying tax

to government treasury, then level of fraudulent bills may increase manifattl whii affect revenue

of the Govt.

10.6. Shri M.S. Srikar, CCT, Karnataka, brought out that it would be necessasgdss about
allowance of provisional credit and also how the trade and industry il te disallowance of
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provisional credit. He also advised to assess the political falleithef of the decisions. He also asked
that the Ul of the applications be user friendly, simple to use so as to avoid bdaktaghe trader
community.

10.7. Hon. Finance Minister of Chhattisgarh raised that issue that presently taxp#lyeasnual
turnover less than Rs 1.5 crore are allowed to file quarterly Return amedvto know whether they
will require to file monthly turnover in new scenario. It was clarified that sughaters will be required
to file monthly returns. He also asked why buyer should be denied credit iffsdl@ot paid tax and
suggested that with help of analytics, the scrutiny within two monthsfftioign of returns could help
detect fraudulent transactions.

10.8. Hon. Finance Minister of Odisha proposed that provisional credit should beditotaxpayers
and credit to buyers should be linked to tax payment by seller into government treasury.

10.9. Representative of Govt of Gujarat opined that if input tax credibiged without tax payment
into government treasury then State revenue will be negatively affectecavelexamples of the trade
where carousel trading is difficult to detect, enforce and also to prove in cdamt. ofRevenue that is
lost by fraudulent means is extremely difficult to recover and hence he recwhachthat provisional
credit must be linked to tax payment by the seller. He also opined thatlifikhge of provisional
credit and tax claim by buyers is removed, then tax officer-tax payer interagfibimscrease (this
would be because to avoid revenue loss, the tax officers would frequently traekfaetions of buyer-
seller). This would in turn lead to loss of ranking in the Ease of Doing Business.

10.10. Hon. Shri Krishna Byregowda opined that the results on compliance are not encamdging
the liberalization has not happened as expected. He highlighted that IT has nableet give
information regarding what is happening inside the system. He furtled sket analytics have not
helped as compliance is slipping as data provided is not actionable. He sdgidt while he
fundamentally supports simplification and liberalization but in practibastnot been delivered and
hence the Nilekani model could become a risk. If a system could help in eamepiance while at
the same time be able to plug the revenue leaks that would be ideal. He alsoadghtibthe buyer
should not be made accountable for seller not paying tax.

10.11. Officers of CBEC explained that the two scenarios of buyer colluding Wéthased buyer not
colluding with Seller should be treated differently. They stated that the des®drvice tax regime

was different from the GST regime and even a 5 % tax credit mismatch, in céseslsf would be a

huge revenue loss to the Govt. They emphasized that the proposed system enhancesistakehold
participation and minimizes distortions and missing tax payer who intend torpeirfmuds. The
distortions would be minimized and enhance compliance, while minimizing reVesees. They
quoted examples of the HMRC system where the onus of conducting business with fraudatent sel
was put on the buyers due to collusion. Also, it was experienced thaigoomliusion in a court of law

itself was a very onerous task.

10.12. Shri Nandan Nilekani, put up two issues before committee and asked to decide on same.

a. The political decision is required about whether buyer should be responsible for payment
of tax or the supplier should be responsible for payment of tax.
b.  To decide about whether provisional credit is necessary or not.

11. Closing Remarks: The meeting concluded with following closing remarks from the Group of
Ministers.
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11.1. Hon. Finance Minister of Chhattisgarh opined that law is for protecting honest tax payers
and simple systems should be available such that buyers should not be made accountdbleffor ac
sellers.

11.2. Hon. Shri Krishna Byregowda, Minister of Agriculture, Karnataka stated that: The buyer
should be protected and seller should be accountable for unpaid taxes.

I. Sellers having genuine difficulty in business should be differentiated from thitfsdyw
defaulting on taxes. Collusion and connivance between seller and buyers must be detected
and action taken as per law.

il. If tax payment is delinked with allowance of credit, then provisional csaditld not be
given.

iii. Since no clarity is emerging in the meeting, the GST Council would be askeakiet a
decision on the final Model.

11.3. Shri Nandan Nilekani opined that more meetings will not be able to solve an issue which needs
a political decision on whether the buyer has to be made responsible for a sglbyimgtax. Since

the trade and industry in his interactions have asked for simplification amavigional credit, the
decision on the proposed model needs to be taken by the Govt.

114. &ORVLQJ UHPDUNV E\ +RQ &RQYHQRU +RQITEOWINERQYHQR
concluding remarks at the meeting.

i. That the Law Committee and GST Council will be appraised of discussions of Isevent
GoM meeting.

ii. He stated that earlier the GSTR 1/2/3 Model was developed which failed and taxpayers
put to inconvenience. Therefore, if a new system is being proposed for redeamugyther
of returns, then adequate precautions need to be taken before implementation.

iii. He emphasized that the focus should be on simplicity. He recalled the example of his
meeting and discussions with taxpayers in Patna, where the demand of taxpayers was that
they do not want provisional input tax credit but that buyers should not be régpdosi
acts of sellers (and sellers should be punished for not paying tax). He also brotiggit out
the Reverse Charge Mechanism was protested against so much that it hadhdrdagvwit

iv. +H FRQFOXGHG WKDW WKH GHFLVLRQ LV QRW KLQJLQJ XSI
linked to the buyer getting provisional credit. He urged all to be flexible andatdo
complicate the system. Frauds are not avoidable but system should have provisions to
monitor through dashboards and reports. He asked why a six-month cycle should be
provided for tax reconciliation and why it could not happen in 1 or 2 month cycles. The
system should be such that fraudulent seller is captured real time or at eadiskbuld

be punished.

V. He again emphasized that it is time to simplify without rigidity dledibility and
simplicity are the key.

Vi. He concluded that since there are divergent views in this Seventh meeting, the decision

would be left to the GST Council for adoption of final Model of Return filing model.

12. The meeting ended with Vote of thanks to the Chair.
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Annexure 1
/ILVW RI RIILFHUVY SUHVHQW LQ WKH *R0O OHHWLQ.
1. GSTN: The following officers attended the meeting from GSTN:

Sl. No. | Name Designation

1 Shri Prakash Kumar CEO

2 Ms. Kajal Singh EVP( Services)

3 Shri Pankaj Dixit SVP (Infrastructure)
4 Shri Bhagwan Patil VP (Services)

5 Abhishek Singh AVP (PM)

6. CBEC: The following officers attended the meeting from CBEC:

Sl. No. | Name Designation
1 Shri Mahender Singh Member , CBEC
2 Shri Upender Gupta Commissioner (Policy%sST)
3 Shri Manish Kumar Sinha Commissioner
4 Shri G D Lohani Commissioner
5 Shri S. Thirunavukkarasu ADG, Systems, Chennai , CBEC
6 Shri Vignan Pattamatta A D Systems, CBEC
7. GST Council
Sl. No. | Name Designation
1 Shri Dheeraj Rastogi Commissioner, GST Council

8. States: The following officers attended the meeting from States:

Sl. No. [Name Designation
1 Ms. Sujata Chaturvedi CCT, Bihar
2 Shri MS Srikar CCT, Karnataka
3 Shri J. Syamala Rao CCT, Andhra Pradesh
4 Ms. Sangeetha Sudarshan CCT, Chhattisgarh
5 Shri Arun Mishra Addl. Secretary, CT, Bihar.
6 Shri Laxminarayan Additional Commissioner, Telangana
7 Shri Anand Tiwari Additional Commissioner, CTD , Delhi
3 Shri N Sai Kishore Joint Commissioner, Telangana
9 Shri Dipankar Sahu Dy. Comm, Odisha
9. NIC
Sl. No. | Name Designation
1 Ms. Neeta Verma DG, NIC
2 Shri R.S. Mani Senior Technical Director
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Shri Dipankar Sengupta

Senior Technical Director

10. Infosys: The following officers attended the meeting from Infosys:

Sl. No. | Name Designation

1 Shri Nandan Nilekani Non-Executive Chairman
2 Shri Venkat Narayan AVP

3 Mr. Indrasis Dasgupta Program Manager

4 Shri Abhishek Kumar Domain Team

kkhkkk
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Agenda ltem 10: Decision of date of reintroduction of e-Way Bill requirement

In 239 Meeting of the GST Council held on 10 November 2018, it was decided that the e-Way
Bill system could be rolled out from 1 January, 2018 in a staggered manneeiaf&taState and could
be implemented across the country from 1 April, 2018. IhNdeting of the GST Council held on 16
December 2017, it was decided that the e-Way Bill will be launched from the 1st of February, 2018 for
inter-State movement and the States were to decide their own schedule for implemeh&tWay
Bill for intra-State movement of goods on any date bef8réuhe, 2018.

2. The e-Way Bill software designed as per GST Law/Rules, was first optational in
6HSWHPEHU LQ . DUQDWDND 6WDWH E\ KRVWLQNDVERWDEB OD W]
Centre. Thereafter 3 more States viz. Rajasthan, Kerala and Uttarakhand joileednmbBr 2017 and

the system was opened to all States for trial on voluntary basis on 16 January 2018.€eflgangnd
infrastructure continued to be the same albeit with augmentation to handle 26 lakiz8édls\eer day.

This load estimation was done by NIC based on data of Karnataka VAT System whiobtiénter-

State and intra-State permits. On an average, 1.3 lakh permits were generated per day. Taking note that
Karnataka accounts for 6% of all-India tax collection and has 6% of all-IndiaPasers, and
extrapolating this data, all India e-way bills were estimated at 26 lakh per day.

3. In the meantime, the IT infrastructure was procured and installed at NddiataalCentre of
NIC at Delhi with disaster recovery site at Pune. The testing of infrastructure and softwaesamé
was taking time and hence the e-Way Bill system was opened for regular afieStates for Inter-
State and intra-State for few States &rFg&bruary 2018. It was noticed that number of States which
notified intra-State e-Way Bills went beyond what was intimated eaflle.augmented State NIC
infrastructure could not withstand the load and it crashed within few hbopemtion. That day only
4.5 lakhs e-way bills could be generated whereas more than 7 lakhs were beingd&h&s! January
2018 during trial phase. As a result, the implementation of e-Way Bill had to be kept in abeyance.

Challenges on Load Estimation:

4, Failure of System led to a re-look into estimation of load on the e-way béhsgst well as its
design. Since data on both inter-State and intra-State movement is not aveoiabgtdtes, widely
varying estimates have emerged which are given below:

i. Karnataka generates 1.3 lakh e-Way Bills for both inter-StatenaradState. Karnataka
taxpayers constitute 6% of total taxpayers in the country and also tax collected by
Karnataka is 6% of national tax collection. Hence, all-India figure wiasaed to be
21.67 lakhs (1.3 lakh X 16.67 (100/6)). Putting a safety margin of more than 100%, NIC
came up with peak loams 50 lakh e-Way Bills per dayfor the revamped system.

ii. The GST System got 198 crore invoices in GSTR-1 during last 7 months. Assumiog servi
invoices as 1/3 of total, one is left with 20 crore invoices of goods per month for B2B
only. This makes 67 lakh transactions of Goods for B2B sector per day. If aneagérag
two changes is taken in part-B of the e-Way Bill on account of change of madagsyfdrt
or assignment to a new transporter, the stakeholders will be touching tha 2ystere
times per day. Thus, the daily requirement of e-Way Bills including updation eBPart
comes to 105 lakh. [As per transporters association, 90% trucks run withgabainid only
10% carry full load of one consignor]
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iii. Estimate of transport industry on the other hand is around 2 crore e-Way Bitlayper
including part-B updation on account of change of vehicle/mode of transportatioa or t
transporter.

Recommendations of ®@M:

5. These estimates as well as status of IT Infrastructure deployment andweséngresented
before GoM in its 7 meeting held on 24February 2018. The recommendations of the GoM are given
below:

i. The NIC should upgrade the capacity of the system to h@bdékh e-Way Bills per day

in place of 50 lakh per day

ii. E-Way Bill system (EWBS) should be implemented after proper testing andetanmf
all required activities. Since EWBS implementation had to be postponed from February 1,
2018 due to performance issues, how special care should be taken to avoid the same issues,
ensure proper testing and see that the system is accessible and availaliie tasalist on
the new date of rollout.

iii. After due discussion, considering the end of the current financial year, it wdsdldtat
the system may be implemented from April 1, 2018 for inter-State onlyth&iiltaxpayers
may be allowed to generate e-Way Bills on trial basis and system niagtbd on all
accounts like load, integration and application testing.

iv. The e-Way Bill system may be implemented for intra-State in smalhftds the inter-
State fully stabilizes.

Status of E-Way Bill System Implementation

6. E-Way Bill software has been revamped by NIC and the software has beerdepldlye new
infrastructure which has been further augmented by moving equipment from Pune DataT®enger
Way Bill system was upgraded for 50 lakh e-Way Bills per day. Basedextidns of GoM, NIC is
working to improve the throughput of the system to 75 lakh e-Way Bills per day incluplitagion of
Part-B. The status of various activities related to e-Way Bill deployment is given below:

1 Hardware (Server, storage, network) installation completed

2 Software (Operating System, Database) installation completed

3 Security Audit of the application completed

4 Integration with external agencies (UIDAI, GSTN, NSDL, completed
SMS, email)

5 Application testing on new infrastructure completed

6 One round of load test has been completed and 15 lakhs completed
EWBs are generated in an hour

7  Full load test Ongoing

6.1. During trial phase following pattern of e-Way Bill generation was observed:
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I Design of e-Way Bill system takes care of this skewed load distribution.
ii. Load testing is currently under way and a concurrency of 20,000 users has been achieved.
Efforts are on to increase this to 40,000 users.

iii. A central helpdesk by GSTN and helpdesks at State level by States have been established
IRU UHVROYLQJ WD[SD\HWMRY BillXsybtéin HAlsoUweekly WEsGareV R H
conducted with States/CBEC officers for resolving issues.

iv. Training of Master trainers of all States and CBEC has been completedé/fay Bill
system and regular VCs are conducted to resolve the queries of Tax officers.

Following are placed before the GST Council for approval:

i. As recommended by GoM on IT, e-Way Bill may be implemented from April 1, 204.8,

inter-State transactions only Till then, taxpayers may be allowed to generate e-Way
Bills on trial basis and system may be tested on all accounts like load, imtegrad
application testing, by GSTN and NIC.

ii. To start with, daily load of 75 lakh transactions will be taken up.

iii. Opening of intra-State e-Way Bill will be done after examining the usatgrmpand the
system performance for inter-State e-way bills for first three weeks. Adapeerof trial
period, ratio of inter-State and Intra-State is 1:3.

iv. Intra-State e-Way Bill could be taken up for States as per following groupd dagbe
IHHGEDFN WDNHQ IURP 6WDWHYV E\ WKH &RXQFLOYfV 6HFUFL

1t Lot
Andhra Pradesh; Kerala, Karnataka, Uttar Pradesh, Telangana and Gujarat
2" ot
Bihar, Haryana, Jharkhand, Uttarakhand and Tamil Nadu
34 Lot
Arunachal Pradesh, Madhya Pradesh, Meghalaya, Puducherry and Sikkim
4" Lot
Remaining States

V. Keeping in view large number of transaction of B2C supplies, which are ldrgetied

by courier companies, there is a need to consider informational return foramsdctions
rather than creating e-Way Bills. Law Committee may be asked to examine the same.

*kkkk
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Agenda Item 11: Status of e-Wallet scheme for exports and decision on continuance of payment
of IGST through advance authorization, EPCG, etc. /exemption to EOU and SEZ units

In its 229 Meeting held on 06.10.2017, the GST Council had taken a decision to resolve the
difficulty of cash blockage of exporters on account of having to upfront pay &&3T/on the required
inputs, raw materials etc. /finished goods imported /procured for purposes of exports. The interi
solution that was approved upto 31.03.2018 was to re-introduce the pre-GSTrngotiexe on such
procurement/imports. The permanent solution agreed to by the Council was to inmoderd¥allet
scheme with effect from 1 April 2018. The e-Wallet scheme envisaged the creatiectoiret e-
Wallets for the exporters and their suppliers, which would be credited with notioneblaf currency
by the DGFT. The notional / virtual currency would be used to make the payment 61GST on the
goods imported / procured by the exporters so that their funds are not blocked.

2. The aforementioned decision of the Council was implemented by the issue of various
notifications and circulars whereby the pre-GST exemption on imports / domesticgment was
effectively restored. Further, for merchant exporters, a special scheragnoém of GST @ 0.1% on

their procured goods was introduced. Finally, some categories of domestieprentisuch as supplies
made under Advance Authorization, EPCG, EOU schemes were recognized as deemed eRports wit
flexibility that either the suppliers or the recipients i.e., the expocuil claim a refund of GST /

IGST paid thereon. In line with the decision of the Council, all these avenues havedueeavailable

upto 31.03.2018.

3. In order to implement e DOOHW LPPHGLDWHO\ DIWHU WKH &RXQFLO
06.10.2017, internal meetings with stakeholders such as DGFT and GSTN took placeterh&gaiN

floated a concept note on the subject which paved the ground for further discussion. Sulgsequent
16.12.2017, Union Finance Secretary constituted a Working Group with representativesaifaentr

State Governments to examine how to operationalize the e-Wallet scheme witfrefifieLipril 2018.

The Working Group is chaired by Chairman, GSTN. The Working Group has sintelédeerating

on the subject and the Union Finance Secretary too has from time to time reviewed the progress.

4, The Working Group has identified some of the challenges in implementiny\Yhéat-scheme.
Firstly, a firm commitment is necessary on the part of DGFT, Departmenbmin@rce to take
ownership of the scheme. Secondly, there are technical issues as the e-Wdletesbwn an
independent IT platform but with strong linkages with GSTN on one side anonCLlissystem on the
other. The IT related changes in GSTN are of particular importance to mak#éet Wdéak. Thirdly,
there are legal and administrative issues in determining the quantum of €rediiad currency in e-
Wallet, the transfer of credits from the exporters to suppliers, accountal ofjsaebsexports, validation
of entries in ledger etc. There would certainly be other issues whiereadsvould need to be resolved
on the road to implementing e-Wallet.

5. Whereas the Working Group is examining the matter in its entirety, one fthdiritas emerged
is that the complex issues to be resolved would require time. The Working Gatsp sensitive to the
fact that major IT changes are in the offing on account of the current disues a modified return
mechanism. The introduction of electronic e-Way Bill with effect ftbépril 2018 is another factor.
Also, on practical considerations the time is simply too short now to impleéheeatWallet scheme by
01.04.2018. Thus, the Working Group would need more time to complete its task.

6. In view of the circumstances explained above, the matter is placed before the GQwuncil f
consideration and approval to:

(a) Defer the implementation of the e-Wallet scheme by 6 months i.e., upto 01.10.2018; and
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(b) Extend the present dispensation in terms of exemptions etc. which is available up to
31.03.2018, for a further 6 months i.e., upto 01.10.2018.

*kkkk
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Agenda Item 12: New system of Return Filing

A detailed write-up on return simplification is enclosedAnnexure 1) which proposes that
the following two policy decisions may be approved by the GST Council

(i)
(ii)

The tax payment and credit link provided in the law shall continue.
Provisional credit shall continue to be available.

2. Consequent to the approval of the above two policy issues, GST return suggtdstadisnue
officers may be approved as the IT design is incompatible with the above policy deciEien
sequential steps of the proposed return design suggested by officers are asdfollows

(i)

(i)
(i)
(iv)
(v)

(Vi)
(Vi)
(viii)
(ix)
()
(xi)

(xii)
(xiii)

(xiv)

(xv)

There shall be monthly return for all taxpayers except those who are compositios deale
(quarterly returns) and those who are required to file NIL (no inwardutward
supplies).

This main return shall consist of summary return like present GSTR 3B arsl as it
annexure invoices for outward supplies and inward supplies attracting reverse charge.
There would be no system-based matching of individual invoices but matchingeshall
done by the buyer and seller offline.

Facility would be available for the buyer to continuously upload the invoices and to the
seller to continuously view the invoices.

Facility for the seller to lock his own invoices or for the buyer to lock tiveice
uploaded by the seller would be provided. Locked invoice cannot be withdrawn from a
return and would be mandatorily added to calculate the tax liability.

The steps at S No. (iv) and (v), uploading and locking, shall be available as mobile
application also.

An offline utility would also be provided which would allow informatiorbe extracted

from accounting software and prepare the draft return. This offline wtitityd also be
capable of downloading invoices shown to the buyer.

Partial Payment of tax on the declared liability in a return shall be allowed.

Individual invoices shall be identified as tax paid on the basis of self-assesdient
seller and declared in the return where he pays partial liability.

Tax payment of invoices would be shown to the buyer after the return has been filed
and taxes paid by the seller.

Return filing date shall be spread out. Taxpayers having turnover upto Rs. 1.5 Crore
shall be required to file return by 1@f the next month, whereas taxpayers having
higher turnover shall be required to file return by' 2@ the next month. Taxpayers
having NIL return for six consecutive months can file one six monthly return.

Once the main return is filed, the buyer would be given IT facility to addimg
invoices, to keep the tax administration and seller informed.

There would be continuous facility available to the seller to add missing@s/or pay

tax on unpaid invoices of the past period. This facility would be available for three
months after the due date for the filling of return and if not paid, then sedt wiill

be auto-reversed at the hands of the supplier.

Within the said rectification period of three months, after two months, a ratitee

credit availed in the main return, credit available as per the invoice visible andxon-
paid invoices shall be sent to the buyer. He would thereafter get anothdr tmont
mandatorily report the missing invoices and get from the seller the missimigeav
added or tax paid on the non-tax paid invoices.

After the period of three months, a reconciliation statement shall be showe to t

taxpayer in those cases where credit availed in the return for any tax perigldeis h
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than the tax available as calculated through uploaded invoices which areidax pa
Excess credit taken shall be required to be reversed by the taxpayer.

(xvi) GST Council shall have power to extend the period of rectification and the date on
which the excess credit shall be auto-reversed.

(xvii)  On the basis of above decisions, it approved, complete design of the GST Return, draft
law and rules shall be submitted to the GST Council for approval.
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Annexure 1

Detailed write-up on Return Simplification

Introduction: The Committee for Simplification of Return Design under Chairman, GE&N
from time to time for internal discussions. It also had extensive consultatitngheitrade. Officers of
the Return Committee and the IT Committee had a meeting“dreBruary, 2018 where the broad
contours of Return Design were agreed upon. For ease of reference, this desigmercalled Revenue
Design hereafter. An alternative design was presented by the Infosys teamwakicliscussed at
various levels in the Ministry of Finance by the Infosys team. For ease of cefetieis design hereafter
would be called IT Design. Presentations were made on both the designs before the Group of Ministers
(GoM) constituted to monitor and resolve the IT challenges faced in implementat@®Tobn 24
February, 2018 in Delhi. GoM desired that both the designs be presented in the neRbGBT
meeting along with the key policy issues which need to be decided. Accordinglggérida has been
moved to decide key policy issues stated in paragraph no 9. Once the polisyatgzaa 9 are decided
as suggested, the approval for the Revenue Return design shall follow as a consequence.

2.1 No system-based matchingtThe Committee on Return Design examined various models of

invoice matching in operation in the States. In one design, all buying and sellingegare captured

with the return and they are cross-matched on various parameters like GSTIN rardise, Value,

tax payable etc. In the alternative possible design, the invoice is captured ontipfgreeOHU fV HQG DQC
using that as principal information, the input tax credit availed by the baiyeconciled. Noting that

the design in States can throw up 30-40% mismatch and removing this level ofchisarainvolve

very high compliance load, the Committee recommended that the alternativegpossiobd of credit

matching be used.

2.2 6HOOHUTVY LQYRLFH QHFHYVYDhd \Cdrinittee QISoXrécomniafdde Lasl & L W
supplementary decision to para 2.1, that the invoices uploaded by the seller be tHeconhgnt
recognised in law for availing input tax credit. The key difference betweeenBevDesign and IT
Design is regarding tax payment status of the invoice and also that ITGigilable unless seller has
not uploaded the invoice. In the Revenue Design, besides matching of invoice, tax Eyairesitthat
invoice would continue to be a necessary condition for finalising the provisionalilz@input tax
credit. This is already provided in Section 16(2) (c) of the CGS8{T 2017 and corresponding SGST
Acts. This was also the position obtaining in VAT laws of many States. Thinastent with the
fundamental GST policy of self-policing. However, in the IT Design, matchiimyofce is considered
as enough for availing input tax credit without examining the tax paymeus siathe invoice at any
stage later. In the Revenue Design, ITC would be allowed on provisional basis #nemifoice has
not been uploaded by the supplier which would be reconciled at a later datdTiD#&ségn, ITC would
not be admissible unless invoices have been uploaded by the supplier.

2.3 Continuous viewing of invoices Recipient would be able to continuously see the invoice
uploaded by the supplier (akin to 2A viewing facility). The viewing facityuld be akin to monthly
ledger meaning that an invoice uploaded later than the date for main returnsshb# ahown in the
viewing facility for the month to which the invoice date relates.

2.4 Offline Utility - An offline tool will be provided to the buyer to download the invoices shown

to him and compare with B2B purchases in his own account. This effectively takes matching out of the
IT systems. This offline utility would also provide facility for extragtiinformation from the
accounting software and prepare draft return.

2.5 Return Stages:In the Revenue Design it is proposed that the return would be one only but
opportunity would be provided to add, modify or correct the missing invoices. Afteioal plerring
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ZKLFK WKHVH FRUUHFWLRQV DUH FDUULHG RXWKWKWHXEQGSOSXWUW D |
paid invoice. The output tax liability gets declared and paid in one stepeburiput tax credit gets
finalised in three steps, namely -

(i) Main return: This would be a summary return with outward supply invoices and reverse
charged inward supply invoices captured as annexure to this main return. Liddxldyed in

the main return would be validated but credit would be availed on self-declaratiorikeasis |

the present GSTR 3B return on purchase invoices. The requirement of receipt of goods under
cover of an invoice would continue to be the necessary condition in law for availing credit.

(i) Rectification platform: Once the main return is filed, buyers are expected to check the tax
payment status invoices uploaded by the seller. Optional facility would be provideis$ang
invoices to be communicated by buyer to the seller through the IT platBaier would be

able to continuously add missing invoices, credit note and debit note for tipepadtand pay

tax liability thereon to remove the difference between credit availed and craiithde. This
facility would be available for three months. Within this rectificagp@miod of three months,
after two months, a notice on the credit availed in the main return, credéldwais per the
invoice visible and non-tax paid invoices shall be sent to the buyer.

[Note: These two steps are common to both the return designs]

(i) Reconciliation for input tax credit mismatch: The taxpayer thereafter would get another
month to mandatorily report the missing invoices and get from the dedlenissing invoices
added or tax paid on the non-tax paid invoices. After the period of three months, diaticonc
statement shall be shown to the taxpayer in those cases where credit availed innterret
any tax period is higher than the tax available as calculated through uploaded invodates w
are tax paid. Excess credit taken shall be required to be reversed by the taxpayer.

3. Provisional Credit: Provisional Credit means credit availed by the buyer on the basis of
invoices relating to a tax-period for which taxes have not been paid by the seller. Winoitte=for

the month of say April issued by the seller is used for availing cretlieimonth of April itself, it leads

to availing provisional credit as taxes are unpaid by then. As of now, maalisiredit exists in the
system. Examination of data on credit utilisation pattern indicates that almostf8fs tax base
consists of traders and they need provisional credit to pay taxes. Removal of prbeigiditavould

lead to equivalent cash requirement in the economy and stress. In Revenue Desigonalavesiit
continues. In Revenue Design, provisional credit is allowed to buyer even when ther hwgsphet
uploaded the invoices which is not proposed to be allowed in IT Design.

4. Phased implementation: An important learning from the GST roll-out has been that whichever
of the two aforesaid designs is finalized, it needs be implemented in a phaseer nstarting with a
few simple steps and adding more features over a period of time.

5.1.  Number of returns and periodicity: The number of returns is proposed to be kept at 12 in a
year for both small and large taxpayers. Effectively it would be a monthly return called GSFR retu

5.2.  The Rectification activity on reconciliation platform is not to be counted as an independent
return. It actually is a facility for taxpayer to correct his mistake wadld not be needed by the
taxpayers who make no mistake while filing the main return.

5.3.  Reconciliation Statementis proposed to be sent to the taxpayer on rolling basis after the expiry
of the rectification period. The liability flowing from the same shall be adol¢uket liability of the tax
payable in the next month.
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6. HSN: For taxpayers having annual turnover below Rs 1.5 crore, HSN code shall not be
mandatory and therefore they would report liability at the rate level whevgaeyers having higher
turnover shall report liability at HSN code and rate level.

7. Spreading the date of return filing: Return filingdates shall be spread out. Taxpayers having
annual turnover upto Rs 1.5 crore shall be required to file return'byf h@xt month whereas taxpayers
having higher turnover shall be required to file return By &he next month. Taxpayers having NIL
return for six consecutive months can file one six monthly return.

8. Further simplification : The information intended to be collected in GSTR 1/2/3 process needs
to be closely examined as GSTR 1 had 13 tables, GSTR 2 also had 13 @I@&T&3 had 15 tables.
This is when GSTR 1A and 2A is ignored. The information purported to be collected mentine

while working out the details of the return and where possible either be difoppetie return or taken

to the annual return.

9. Key issues to be decided by GST Council:wo key issues to be decided by the GST Council
are:-

(i) To achieve simplification of return design, should the credit-tax link as availablii the
current GST laws be removed?

Suggested decisionThe credit-tax link should continue in the law.There are disadvantages

in breaking tax credit link in five key areas, namedyontrolling default in tax payment, refund

of accumulated input tax credit, intrusive power to the inspectors, encouragememissthg

trader frauds leading to huge revenue loss, and IGST settlement on one hand without receipt of
tax at the other hand.

(i) Should the provisional credit be removed to achieve simplification?

Suggested decision: Provisional credit should continue in GSThe cash flow problem
which would get created due to removal of provisional credit would be explained in the
presentation. The IT design has provided a clear transition plan to address this issue.

10.1 IT Design attributes namely, the facility of buyer uploading the invoice and seller acagpti
on a mobile application can be provided as an optional IT facility in eithbeafdsigns. This would
allow the Revenue Design to merge into IT Design at a later date.

10.2 Adopting analytics: Default in tax payment and Missing Dealer Credit problem needs multi-
pronged strategy including use of analytics. The development of analytics suggebtetTimesign
should be one of the areas of focus to improve compliance in GST.

11. Detailing: Once decision is taken on the two key issues as above, detailing of the return design
would be completed. This would involve, designing the form and drafting of the law andExdesple
of one return cycle is enclosed.
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Example for the month of April +

April and the tax payment period for April

Three-month opportunity for rectification by sellers in relation nassing
invoices of April to either add invoice or pay tax on missing invoice.

N1 Notice for reconciliation for the month of April.
R1 Reconciliation Statement for the month of April.
A Addition in the next return of the excess credit taken.

kkhkkk
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Agenda Item 13: Applicability of Goods and Services Tax on Extra Neutral Alcohol (ENA)

Briefly stated, an Agenda Note for GST Council on the taxation of rectifigtiExtra Neutral

Alcohol (ENA) under GST was considered in thé'20eeting of GST Council held on 05.08.2017,
wherein the Council, had recommended:

2.1

a) for the time being status quo should be maintained regarding taxation of ENA for
manufacture of alcoholic liquor for human consumption.

b) legal opinion of the Attorney General of India may be sought regarding whether within the
prevailing constitutional provisions, GST can be levied on supply of ENA for manufacture
of alcoholic liguor for human consumption or not?

C) representatives of States who wish to participate in briefing to the Ldn&ysalso be
invited for such briefing.

Accordingly, the issue of applicability of GST on supply of rectifieditsftxtra Neutral

Alcohol (ENA) for manufacture of alcoholic liquor for human consumption withim prevailing
Constitutional provisions was referred to Ld. Attorney General. Furthdesa®d by the Ld. Attorney
General of India, a number of States had sent detailed notes on applicability oh@&Tified spirit/

ENA for manufacture of alcoholic liquor for human consumption, which were fdeglato the Ld.
Attorney General. Thereafter, representatives of Tamil Nadu, Karnatakandaest Bengal, Andhra
Pradesh, Rajasthan and Maharashtra also met the Ld. Attorney General and briefechbiissue t

The Ld. Attorney General, after considering the note submitted by the States and the briefing of States
representatives to him on the issue has rendered his opinion on the maibgh Ministry of Law and
Justice, as under:

There is no dispute between the Centre and the States as to the levy of GST oalialtasiol

(i.e., denatured ENA); there is divergence of opinion in regard to EMAishused for
PDQXIDFWXUH RI upDOFRKROLF OLTXRU IRU KXPDQ FRQVXPSW
A note containing the views received from the State of West Bengal, objectéaaytboé GST

on ENA by relying on the judgment of the Supreme Court of Indiihar Distillery v. Union

of India(1997) 2 SCC 727. The State contends that no GST can be levied on ENA that is used
to manufacture alcoholic liquor for human consumption and the power to regulate and impose
taxes on ENA is vested exclusively in the States.

The representations received from the Government of Tamil Nadu, Rajasthamaime

Pradesh also place reliance on the judgment of the Supreme CBilvairDistillery (supra)to

contend that no GST can be levied on ENA.

At the request of the Ministry of Finance, a conference was held with the reprigsesrifthe

States of West Bengal, Karnataka, Andhra Pradesh, Tamil Nadu, Rajasthan and Maharashtra.
During the conference, these States have once again placed reliance on the judgreent of th
Supreme Court ifBihar Distillery to submit that the power to levy tax on ENA would vest
exclusively with the State Governments and therefore, no GST can be levied.

Even though the judgment of the Supreme CouRilrar Distillery (supra)does hold that the

States have the power to control rectified spirit removed for manufacpeotiagle liquors, this
judgment cannot be used as precedent for the proposition that the States have @hseluio
LPSRVH WD[HV RQ (1% WKDW LV XVHG WR PDQXIDFWXUH uDC
This is because:

a) The court inBihar Distillery was not concerned with the power of the State to levy Excise
under Entry 51. To that extent, the court did not deal with the meaning of/dtds
MDOFRKROLF OLTXRU IRU KXPDQ FRQVXPSWLRQY W XVHG
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b)

d)

e)

f)

was only concerned with the regulatory power of the State under Entry 8 of List Il. Entry 8
in its entirely readst h\LQWR[LFDWLQJ OLTXRUV WKDW LV WR VD\
SRVVHVVLRQ WUDQVSRUW SXUFKDVH DQG VDOMKVH LQWR|
WKH SKUDVH pDOFRKROLF OLTXRU IRU KXPDQ FRQVXPSWL]|
7KH PHDQLQJ RI WKH WHUP pDOFRKROLF OLTXRU IRU KXP
categorically inSynthetics and Chemicals v. State of @P90) 1 SCC 109 (7 judges) and
State of UP v. Modi Distillery1995) 5 SCC 753 (3 judges). 8yntheticsthe Court has
KHOG WKDW WKH H[SUHVVLRQ pDOFRKROLHg@mtWwhicRU ITRU KX
as it is consumable in the sense capable of being taken by human beings as sucages bever
of drinks. In Modi Distillery, the Court held that ethyl alcohol (95 perteas not an
alcoholic liguor for human consumption but could be used as a raw material or input, after
processing and substantial dilution, in the production of whisky, gin, country ligoor, et
The two-judge bench of the CourtBihar Distillery (supra)has not referred to the three-
judge bench decision Modi Distillery where the Court, dealing with the power of the State
XQGHU (QWU\ /ILVW ,, FOHDUO\ KHO GlcahklwhichR BAdFRPP R Q
SHU FHQW VWUHQJWK ZDV DQ LQGXVWULDO DOFRKRO D
The Supreme Court has subsequently overrBibdr Distillery on the very question of
imposition of excise duty by the State on rectified spiritDeccan Sugar & Abkari Co.
Ltd. V. Commissioner of Excise, A(P998) 3 SCC 272 the Supreme Court once again dealt
with the question of the power of the State to levy Excise duty oifiedctpirit and after
noticing the judgment iBihar Distillery, the Court referred the matter to a larger bench for
consideration of the question whether any excise duty can be levied by the Sate on the
manufactured rectified spirit which may ultimately be used for production oflpdigtoor.
At Para 4 of the judgment, the Court held:
M W LV WR EH NHSW LQ YLHZ WKDW WK HL ?WRODHOHIU\G
case [(1997) 2 SCC 727] by a bench of two learned Judges of this Court was strictly
concerned with the question whether the State could cancel licenses given to a
distillery manufacturing rectified spirit on the grounds as alleged to be relevant for
such cancellation. Therefore, strictly speaking there was no occasion for this Court
in Bihar Distillery case [(1997) 2 SCC 727] to consider the wider question whether
any excise duty can be levied by the State on the manufactured rectified spirit whic
may ultimately be used for production of potable liquor. Even that apart the
aforesaid observations made in Bihar Distillery case [(1997) SCC 727] by the
Division Bench of this Court prima facie run counter to the scheme of legislative
competence as examined by the Constitution Bench of this Court as well as in the
three-Judge Bench of this Court in Modi Distillery [(1995) 5 SCC 753] .
Consequently, in our view these matters are required to be placed for decision before
a larger Bench of three learned Judges of this Court for reconsideration of the
judgment in Bihar Distillery case [(1997) 2 SCC 727]. We therefore direct the
Registry to place all these appeals for disposal before a larger Bench of three
OHDUQHG -XGJHV« §
Thereafter, a three-judge bench of this Court was constituted. This benchepeshdite
matter on 18 February 2002 and in a judgment reported in (2004) 1 SCC 243 it held that
SWKH VWDWH FDQ O ldry potadl€ ligvdt fiGfot Wimdh@ahsumption and as
rectified spirit does not fall under that category the State Legislaturetcammuse any
H[FLVH GXW\’
Lastly, inState of Bihar v. Industrial Corporatio(2003) 11 SCC 465, the Supreme Court,
while dealing with the question of the power of the State to levy a péoalbss or wastage
of molasses, rejected the argument of the State that molasses were diverted towards
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Vi.

2.2

PDQXIDFWXULQJ OLTXRU ZKLFK LV ILW IRU KEGR&WAIFRQV XP ¢
KDYH EHHQ LPSRVHG RQ UHFWLILHG VSLULWIUBWBDUQRJ |
to Bihar Distillery (supra)has held:
3 +RZ IDU DQG WR ZKDW H[WHQW WKH VDLG REVHU
considered by us but suffice it to point out that this decision had not noticed the
earlier decision given by a Bench of three learned Judges in Modi Distillery. Modi
Distillery applies on all fours to the facts of the present case and we arebo

thereby«
ENA typically contains 95% alcohol by volume and as such, is not fit for human consumption.
8QGHU $UWLFOH $ UHDG ZLWK $UWLFOMWKH pWXSS®OATF B

MDOFRKROLF OLTXRU IRU KXPDQ FRQVXPSWLRQIRKR®® WKDW
liquor is not supply for the purpose of human consumption as it is not consumely,dingtct

goes through a process of manufacture.

JRU WKH UHDVRQV PHQWLRQHG DERYH /G $* LV RI WKH RS|

Supreme Court iBihar Distillery does not denude the Centre or the States of the power to levy GST
RQ (1$ WKDW LV XVHG WR PDQXIDFWXUH pDOFRKROLF OLTXRU IR

3.

The abovementioned opinion of the Ld. Attorney General was circulated amoeg) \Baat

GST Council email dated 16.01.2018.

4.

The above issue was discussed in the GST Core Group Meeting h&llarch, 2018, where

it was decided that in view of the opinion of the Ld. Attorney General, $he imay be placed before
the GST Council for its consideration and necessary recommendations.

5.

Accordingly, the GST Council may like to consider the issue of appligadfilGST on rectified

spirit/Extra Neutral Alcohol (ENA) for manufacture of alcoholic liguor human consumption and
make suitable recommendations.

*kkkk
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File No: 106/26" GSTC Meeting/GSTC/2018
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 28 February, 2018

Notice for the 26" Meeting of the GST Council scheduled on 10 March 2018

The undersigned is directed to refer to the subject cited above and to the earlier meeting
notice dated 21 February 2018 and to say that in view of the extensive agenda items for
discussion, the 26Meeting of the GST Council will now be held on 10 March 2018 at Hall
No 2-3, Vigyan Bhavan, New Delhi. The schedule of the meeting is as follows:

X Saturday, 10 March 2018 : 11:00 hours onwards

,Q DGGLWLRQ DQ 2IILFHUYVY OHHWLQJ ZLO®,FigyaKkHOG RQ
Bhavan, New Delhi as follows:

x Friday, 9 March 2018 : 14:30 hours onwards

3. The agenda items for the"™®eeting of the GST Council will be communicated in due
course of time.

3OHDVH FRQYH\ WKH LQYLWDWLRQ WR WKH +RQYEOH OHPI
Meeting.

-Sd
(Dr. Hasmukh Adhia)
Secretary to the Govt. of India and ex-officio Secretary to the GST Council
Tel: 011 23092653
Copy to:

36 WR WKH +RQYEOH OLQLVWHU Rl )LQDQFH *RYHUQPHQW
WKH UHTXHVW WR EULHI +RQTEOH OLQLVWHU DERXW WKH DI

36 WR +RQYEOH OLQLVWHU RI 6W D W Hrth BLogDNE® Belhi* RY HU Q P
ZLWK WKH UHTXHVW WR EULHI +RQYEOH OLQLVWHU DERXW \

3. The Chief Secretaries of all the State Governments, Delhi and Puducherry with the request
to intimate the Minister in charge of Finance/Taxation or any other Minister nominated by the
State Government as a Member of the GST Council about the above said meeting.

4. Chairperson, CBEC, North Block, New Delhi, as a permanent invitee to the proceedings of
the Council.

5. Chairman, GST Network

Page3 of 28

Additional-Agenda tems 26th GSTCM



Additional Agenda Items for the 26" Meeting of the GST Council on 10 March 2018

14. Any other agenda item with the permission of the Chairperson
i.  Consideration of representation dated 22.09.2017 by M/s Honda Siel Products as per the
'LUHFWLRQV RI WKH +RQTEOH +LJK &RXUW RI "HOKL
ii.  Procedure to be followed for grant of adhoc exemption on imports under Sect@®na25 (

the Customs Act, 1962
iii.  Appointment of Deputy Commissioner as member of Authority for Advance Ruling-

Amendment in Rule 103 of the CGST Rules, 2017.
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'LVEFXVVLRQ RQ $JHQGD

Agenda ltem 14: Any other agenda item with the permission of the Chairperson

Agenda ltem 14(i): Consideration of representation dated 22.09.2017 by M/s Honda Siel Products
DV SHU WKH 'LUHFWLROV Rl WKH +RQTEOH +LJK &RXUW RI "HOKL

%ULHIO\ VWDWHG 0V +RQGD 6LHO 3URGXRWY WKE KRYMEIQBD
Court of Delhi, inter alia, stating that their representation dated 22.0920héxure 1) had not been
considered by the GST Council. The matter was heartkKby t+ RQTEOH +LJK &R XUW RQ
vide its order dated 01.12.20@&nnexure 2)directed the GST Council'@3espondent) to appropriately
consider the petitioners pending representations about the differentiala@SThetween its products
and the fixed speed diesel engines.

2. Subsequently, the GST Council secretariat, vide its letter no. F.No.88/CWP-
10720/2017/HSPL/GSTC/2018 dated 13.02.2018, had requested that the matter be placed before the
Fitment Committee, so that it can be considered finally by GST Council.

3. The aforesaid representation of M/s Honda Siel states that fixed speed digsd batpw

15HP attract GST at 12%, whereas petrol/kerosene engines attract GST ktel8Yyes that the above
differentiation is arbitrary and founded on erroneous logic. The averments raised in the suppiort of the
claim are:

a) That historically there was no difference in the excise duty rate betwesal d@dind
petrol/kerosene engines.

b) That the state VAT rates were same on Diesel and Petrol/kerosene engines.

c) That diesel causes greater damage to the environment in comparison todifi€dPesene
engines.

3.1 In view of the above, the representation seeks that the rate of GST &ppitaupply of
petrol/kerosene engines below 15HP be reduced to 12%, to maintain parityxetithsfieed diesel
engines below 15HP.

4. M/s Honda Siel Power Products Ltd. had in their earlier representation, détédn®4 2017
had stated that initially the effective rate of GST for both typemngfnes (IS 11170-1985 CI Diesel
engines upto 26HP and IS 7347-1974 Spark ignition engines, mostly of 1.5HP to 5 HR¢ was¢
irrespective of the fuel used. However, in the meeting dnof June 2017, the rate on Diesel engines
ranging upto 26HP viz. IS 11170-1985 (mainly used by large farmers and for induspzdgs) was
reduced to 12%, which was discriminatory and the rate of both types may eite&ibed at 28% or
both may be reduced to 12%.

5. In this context, it may be recalled that GST rate on fixed speed diesel engin&sHipt[falling
under sub-heading 8408] was discussed by the Fitment Committee in its meeting®weRba2017 &
08.06.2017 and based on the suggestion made by the states of Gujarat and UP that tleen@$Deat
aligned with that of submersible pumps [which attracted 12% GST], the r&é®Tof 12% was
recommended on fixed speed diesel engines, while the rest of the engines falling under 8#&yem
at 28%. The same was considered by the GST Council in'itsngéting held on 11.06.2017 and it
recommended 12% GST rate on fixed speed diesel engines up to 15HP.

6. In this regard it is to state that fixed speed diesel engines [upto &&1B&$ed for agricultural
purposes with more and more farmers opting for lifts irrigation and the demand for such diesel engines
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has been increasing steadily, dueimber alia, relatively lower price of diesel as compared to other
fuels.

7. As per information available on web, M/s Honda Siel Power Products Ltd. [HSPRIg is t
Indian subsidiary of Honda Motor Company, Japag/K R DUH WKH :RUOGYfV ODUJHVW P|
Portable Generators; HSPPL are suppliers of Power Products, in different Segment$litable
Generators, Water Pumps, General Purpose Engines, Brush Cutter, Lawnmowers, Backpack
Sprayer & Power Tillers to meet varying demand of a wide customer b&t®PPL, with strength of
over 600 dealers and 17 Area Offices across India, have been continuously bringimg) sagisfaction
through its range of Power Products that suits the requirements of a vadesyarhers engaged in the
field of Agriculture, Horticulture, Disaster & Rescue, Defence & Partanyjlforces, Railways, Post
Offices etc. besides Homes & small businesses. Further, M/s Honda Siel Ptadiggtem to supply
three types of water pumping sets, namely, petrol water pumping sets, kerosempeimptag sets and
diesel water pumping sets, and if the engines used in diesel water pumping eéfixad speed diesel
engines upto 15HP, then such engines will also be eligible for 12% GST sagach it appears that
petrol and kerosene engines are generally not used by the farmers, and therefoiregesdemsl tax
treatment to such engines as that to fixed speed diesel engines upto 15HP, would beiteatialg
equally and, thus, may not be warranted.

8. The views/comments/recommendations of the members of the Fitment Committee wete sought
In response, out of 11 members of the Fitment Committee only 4 members havedpcoviteents.
Detailed comments of these four states are givelnimexure 3 to this note. Out of these States, two
States have stated that extending 12% GST rate to petrol and kerosene engines lmeaadvisable.

One of these States has stated that Fixed Speed Diesel Engines (upto 15hHMigresed by small

and marginalized farmers for agricultural purposes, primarily irrigation aaskthre manufactured/
assembled in Unorganized Units whereas the Petrol/Kerosene engines are usedcity Eentrators,
predominantly by the upper middle-class segment, and are manufactured in well run units of Organized
Sector and are not used generally by farmers. The other State has stated¢handines are used in
farming and therefore have been kept so aligned with the rate of tax of sildenpumps. One State

has recommended reducing the GST rate of petrol and diesel engine to i@¥%otwe@ ambiguity if
revenue implications are not found substantial. However, there is no ambiguity in classiitauch
engines, as kerosene and petrol engines and diesel engines are clearly slistitgyuOne State has
stated that fixed speed diesel engines, below 15 HP are mostly used foragtipuliposes and the rate

of tax on them has been fixed in alignment of rate of tax on power driven pumps primarily designed for
handling water, deep tube well turbine pumps, submersible pumps which are also taxablecahé&p%.
engines are used for purposes other than agriculture and as such th@ustiaation to reduce its rate

to 12%. However, the rate of such goods can be brought down to 18%. In this comtexthé recalled

that 12% rate on fixed speed diesel engines resulted in tax inversion and hadatedessiuction in

GST rate on parts suitable for use solely or principally with fixed spesdldingines upto 15HP. Since
parts and components of engines, in general attract 28% GST rate, reduction ine@8Buah engines

to 18% will result in similar inversion, necessitating reduction 8T@ate on parts and components of
such engines. No comments, have been received from 7 other states [who are membersradrthe Fi
Committee], and it appears that such States are in agreement with the agendaulated. Therefore,

no State has recommended reduction in rate on the ground of discrimindtes @=en argued by the
petitioner.

9. In view of the above, on merit there does not appear a case for reduchenG8T rate on
petrol and kerosene engines upto 15 HP from 28%.
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10. The GST Council may take a view regarding the representation dated 22.09.204 Hohita
Siel Products seeking reduction in GST rate on petrol and kerosene engines upto 12%Pa® per
WKH 'LUHFWLRQV RI WKH +RQYEOH +LJK &RXUW RI "HOKL

*kkkk
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Annexure 1
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Annexure 2
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Annexure 3

No.

Member state
of the Fitment
Committee

Comments / Recommendation

Uttar Pradesh

Fixed Speed Diesel Engines (upto 15HP) are mainly used by sma
marginalized farmers for agricultural purposes, primarily irrigation. Tl
are manufactured/ assembled in Unorganized Units whereag
Petrol/Kerosene engines are used as Electricity Generators, predom
by the upper middle-class segment, and are manufactured in well rul
of Organized Sector.

Hence it is evident that Petrol/Kerosene engines are not used gener
farmers, and extending the same tax treatment to Petrol/Ker,
engines as that of Fixed Speed Diesel Engines upto 15HP will n
advisable

Haryana

It is proposed that the fixed speed diesel engines upto 15 HP be k
12% GST. While rest of the engines falling under 8408 may remain at
The above-mentioned diesel engines are used in farming and therefq
been kept so aligned with the rate of tax of submersible pumps.

In view of the above, no change is recommended.

Maharashtra

The distinction made in rate of tax between the two products are (
following criteria:

() The rate of fixed speed diesel Engine upto 15HP are to be aligne
with the rate fixed for submersible pumps as decided in the Fitment
Committee Meeting held ori"& 8"June 2017.

(i) The fixed speed diesel engines upto 15HP are invariably used b
farmers whereas petrol / kerosene engines are not used by them.
The past experiences reveal that distinction made in the rate of tax
basis of end use are always difficult to monitor and hence evasion prt
there is no substantial revenue involved in the supply chain of pe
kerosene engines, it would be better if we try to remove the all
discrimination by bringing down the rate of petrol / kerosene engin|
12% i.e. at par with fixed speed diesel engines upto 15HP and subm
pumps. Also, we have in the process of rationalization of rate, rec
reduced the rates in 150 odd commodities from 28% to 18%.

Hence, if revenue implications are not found substantial, then we can
of reducing the rate of petrol / diesel engine to 12%.

West Bengal

Fixed speed diesel engine below 15HP are mostly used for agrict
purposes by farmers and the rate of tax has been fixed in alignmer
the rate of tax of power driven pumps primarily designed for han(
water, deep tube-well turbine pumps, submersible pumps which ar
taxable @ 12%. The objective was to help the farmers by reducingeh
of tax on such sets which are largely used by them for agricultural pui

Other enginesare generally used for purposes other than agriculture
as such there is no justification to reduce its rate to 12%. However, th
of such goods (HSN 8408) can be brought down to 18%.
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Tamil Nadu

Under TNVAT Act, 2006 the diesel engines were liable to tax at 1+
under entry 44 part C of first schedule to the TNVAT Act,2006 whic
extracted below:

S, QWHUQDO FRPEXVWLRQ HQJLQH PDULQ
generator, their spare parts, other than those specifically mentioned
ths 6FKHGXOH °

As the rate of tax on Fixed Speed Diesel Engines of power not exce
15HP is 12% which would be applicable when used in the Diesel E|
pump sets meant for agricultural purpose, the reduction in rate of t:
other types of Engines which will not be used for agriculturgb@se, may
not be considered. Further, this kind of representation by indiv
WD[SD\HU WKURXJK +RQTEOH +LJK &RXUYV
reduction on rate of tax on other commodities and set as a wrong prec(

kkhkkk
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Agenda Item 14(ii): Procedure to be followed for grant ofad hoc exemption on imports under
Section 25 (2) of the Customs Act, 1962

Background

Section 25 of the Customs Act, 1962 gives the power to the Central Government to exempt
generally either absolutely or subject to such conditions as may be specified in the wotifjoatls of
any specified description from the whole or any part of duty of customs levtadreon. Sub- section
(2) of Section 25 allows for exemption from payment of duties under circurestaf an exceptional
nature on import of any goods on which duty is leviable.

2. The request for exemptions under Section 25(2),adzhocexemptions are considered and in
fit cases, exemption from all duties of Customs (including BCD, CVD, SAD let¢idble under section

3 of the Customs Tariff Act, 1975, and cesses is granted on approval ofitimeRiirance Minister, or
the Minister of State for Finance (if the duty involved is less than Rs&)ciidne requests are considered
in terms of guidelines framed with the approval of Union Finance Minister and ig&leedircular
09/2014 - Customs dated™8ugust, 2014. The guidelines covbe cases of import of goods for:

i. free distribution of goods for charitable purposes by charitable institutions/organizations,
ii. promoting India's foreign relations,
iii. re-import of artefacts and memorabilia representing India's historical, cudnaotart heritage,
iv. treatment of life threatening diseases by individuals,

v. relief and rehabilitation of people affected by natural disasters and epidemics,
vi. medical or surgical instruments and apparatus by charitable hospitals

Current Situation

3. Post implementation of GST, imported goods are being levied an Integrated TaSexrtdsr
3(7) of Customs Tariff Act, 1975, Therefore,ahhocexemption order under section 25 (2) of Customs
Act, 1962 granting special exemption will also involve exemption of IntegratetbTaich goods. Sub-
section (2) of section 6 of the IGST Act empowers the Government to exempt Integaaiaghdn
recommendations of the GST Council, by special order in each case, under encasstf an
exceptional nature to be stated in such order, exempt from payment of tax aodaygservices or
ERWK RQ ZKLFK WD[ LV OHYLDEOH ~

4, Thus, all requests fad hocexemptions are required to be placed before the Council for
H[HPSWLRQ RI ,*67 EDVHG RQ ZKRVH UHFRPPHQGDWLRQ WKKH
IGST leviable.

Proposal

5. Considering the nature afl hocexemptions covered under Section 25(2) of the Customs Act,
1962, which are given for specific consignments and are often extremely urgent in nature,isuch as
cases of import of goods for relief and rehabilitation in case of naturatafisatreatment of life
threatening diseases etc., it is proposed that the GST Council may allow gaginbh@fexemptions
upon the approval of the Union Finance Minister as per the guidelines laidini@incular 09/2014+
Customs dated 1August 2014, as was the case prior to the introduction of GST, subject todit®oon
that each suchd hocexemption order be placed before the Council after issue of such order.
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Agenda ltem 14¢(iii): Appointment of Deputy Commissioner as member of Authority for Advance
Ruling-Amendment in Rule 103 of the CGST Rules, 2017.

The Authority for Advance Ruling (AAR) is being constituted under the pongsof a SGST/
UTGST Act in terms of the provisions of Section 96 of the GGST Act, 2017. diagty, Section 96(2)
of the SGST Act, 2017, stipulates that the AAR shall consist of two membersaamber each of
Central Government and State/Union Territory (UT) Government. Rule 103 of the CGST R1LlgS, 2
states that the members of the AAR shall be of the rankelow Joint Commissioner

2. Manipur State and UT of Puducherry have stated that no post of Joint Commiszgistsein
hierarchy in their State/UT. Accordingly, they have requested for appointiragrsffof the rank of
Deputy Commissioner from their State/UT as the member of AAR.

3. Change in eligibility of officer from Joint Commissioner to Deputyn@ussioner requires
amendment in Rule 103 of CGST Rules, 2017. If State/UT is allowed to apfimet of the rank of
Deputy Commissioner, then Centre should also be allowed to appoint officer of theasrirearder
to ensure equal ranked members of AAR so as to avoid administrative issues.

4, In order to consider officers of the rank of Deputy Commissioner also poirement by
Central Government and State Government as members of Authority for Advalivag Rvo options
can be considered. One option is to appoint officer not below the rank of Deputyi€sioner as
member of the AAR instead of Joint Commissioner. It would have unifpimill States in terms of
appointing Deputy Commissioner as members of AAR. However, if both Cemti&tates desire they
can appoint an officer in higher rank than Deputy Commissioner. Since this lditdadfon exists only
in few States, the second option that can be exercised is by appointing Deputys§iomer only in
such cases where post of Joint Commissioner does not exist.

5. To summarize, the two options for amending the Rule 103 of CGST Rules, 2017 are as below:

Option-I:
5.1.  The Government shall appoint officers not below the rank of Deputy Coimmeisas member
of the Authority for Advance Ruling;

Option-II:
5.2.  The Government shall appoint officers not below the rank of Joint Commissioaa officer
not below the rank of Deputy Commissioner, where the post of Joint Comnassioes not exist, as
member of the Authority for Advance Ruling.

Where Deputy Commissioner is appointed by the State Government/ UT, the Centasshall
appoint officer of same rank.

6. In view of above, the proposal is placed before the GST Council for catmdeand approval.

*kkkk
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Table Agenda

Agenda ltem 14: Any other agenda item with the permission of the Chairperson.

Agenda Item 14(iv): Minutes of meeting on GST on Liquor license fee convened ori"Zebruary
2018

A meeting to discuss GST on license fee on alcoholic liquor for human consumption under the
chairmanship of Finance Secretary, Dr. Hasmukh Adhia was held'dreB@uary, 2018 in room No.
41, North Block, New Delhi. The list of officials who attended the meetidgigexure 1

2. The meeting began with Finance Secretary asking JS, TRU-II to give altiné of the
subject under discussion. In his introductory remarks, JS, TRU-II stated th&taties had been
requesting that there should not be any GST on the license fee on alcafadic fbir human
consumption collected by them as the same is in the nature of tax and thus there cataobhe a
tax. Also, the alcoholic liquor for human consumption is outside the purview of GSflirtHer added

that the representatives of States of Punjab, Haryana and Himachal Pradesh suggestaththatdh
WKH OLFHQVH IHH PD\ EH FKDQJHG WR 3UHJLVWRBDAVDOIDR® ¥HKRES KL
from GST under notification No. 12/201&-7 5 Seérvices provided by the Central Government, State
Government, Union territory or local authority by way of (a) registmatiequired under any law for
WKH WLPH E HH&Xurthe@sthfedtRatithe issue was discussed in the Fitment Committee and it
was opined that merely a name change of the license fee collected by Statest méfice because

the machinery provisions of the law may perhaps need changes. JS further added thartiragaov

of Telangana had promulgated an ordinance vide Telangana Ordinance No. 5 of 202ZBd.2017

for amending the Telangana Excise Act, 1968 with retrospective effect from 02.06.2014imtbich,

alia, inserted an Explanation to Section 28 of the said Act, so as to render aryr fe®rges by
whatsoever name called to be deemed as Excise Duty or Countervailing duty on Excishéde ar
levied under the said Act. By virtue of the ordinance effecting the retrogpactiendment, the licence

fees collected is deemed as Excise duty/Countervailing duty, and thus would not attract GST.

2.1. Finance Secretary, thereafter, asked the States to elaborate on the revenagaoibetdion
of excise duty and license fee, the amount of license fee and excise duty collected.

2.2.  Punjab: Sh. V. P. Singh, Excise and Taxation Commissioner, Punjab stated that the States have
power under Entry 8 of the State list to regulate and control alcoholic lignder Entry 51 to levy

duties of excise on manufacture of alcoholic liquor for human consumption and under Entrgng4 to |

tax on sale of alcoholic liquor for human consumption. This is the prerogattkie States and is not
amenable to GST. He stated that granting license is not a business undertdieeStaye and is not

for furtherance of business; it is rather regulation to control thefusleohol. Thus, the license fee is

in the form of punitive levy and is to desist the use of alcoholic liquatdis no quid pro quo involved

in the provision of license and the license fee is part of excise revenue of the State.

2.3. Sh. M. P. Singh, Additional Chief Secretary, Punjab stated that as per PunjabMexcl914

WKH GHILQLWLRQ RI 3H[FLVH UHYHQXH” PHDQV UHGKWXH H:HH UL D H
confiscation or fine imposed or ordered, etc. under the provisions of this Actaoy @ther law for

time being in force relating to liquor or intoxicating drugs, but does naidech fine imposed by a

court of law. It was stated that revenue derived from auction of liquor licepaet isf excise revenue

of State.
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2.4. Haryana: Sh. Sanjeev Kaushal, Additional Chief Secretary, Haryana suggested thattire
should be examined as there is possibility of litigation on the levy. He suggestadspatific entry
be made in the exemption list for the FY 2017-18 in relation to license fee.

2.5. It was stated by the Finance Secretary that creating a separateaiittynot be feasible.
However, addressing the issue by way of a clarification may be explored. dhauaised by the FS if
the issue at hand also concerned the period prior to implementation of GSTchoSthiKaushal
replied that the service tax issue remains for the period prior to GST.

2.6. Himachal Pradesh: Sh. R. Selvam stated that under Service Tax, there was tax incidence of
Rs 383 crore for the period 1.4.2016 to 30.6.2017. He further added thatrditoul®2/02/2016-ST
dated 13.04.2016 clarified that taxes, duties, cesses etc. are not a consideration and hernus should
attract levy of tax.

2.7. It was stated by J.S.(TRU-II) that the amendment in the Negativ@olastto levy Service Tax
on services provided by Government to business entities was made w.e.f. 1.4.2016.

2.8. Telangana: Sh. V. Anil Kumar, Commissioner Commercial Taxes, Telangana stated that the
State Government had amended the Telangana Excise Act, 1968 with retrospective effect from
02.06.2014 whichinter alia, inserted an Explanation to section 28 of the said Act, so as to render any
fees or charges by whatever name called to be deemed as Excise Duty orv@iingteuty on
excisable articles levied under the said Act and thus liquor license fee chathedstate of Telangana
was/is not leviable to Service Tax/GST.

2.9. Uttar Pradesh: Sh. Sanjay Pathak, Joint Commissioner GST, UP stated that the Excise
department has minimized the license fee and therefore, most of the inciderdeex@se duty. The
license fee collected in 2016-17 is around Rs 1500 Cr. Sh. V. Anil Kumar added that Rratteah

has also adopted similar model.

2.10. JS(TRU-II) stated that if the States are sure that the licence &=tezbilide their respective
statutes is in the nature of excise duty, the issue of taxability of the santensbatise. In conclusion,
Finance Secretary asked the State Governments to submit reports regarding the tau/pfon
alcoholic liquor for human consumption. It was agreed that the submissions made bigidie offthe
various State Governments shall be placed before the GST Council to concur in the radeest m
issue a clarification that GST is not leviable on licenses for aleahglior for human consumption.
This would also applymutatis mutandisto the demands by service tax/central excise authorities of
service tax on licenses for alcoholic liquor for human consumption in thé$®feera, i.e., from period
from 1% April 2016 to 30 June 2017.

2.11. The meeting ended with a vote of thanks to the Finance Secretary.

Submissions of State Governments pursuant to the meeting held on2Bebruary, 2018

3.1 The Government of Punjab vide DO No. PA/ETC/2018/10 dated 26-02-2018 addressed to the
Finance Secretary have stated that Punjab Government has been levying license i@e, spec
development fee, extra license fee, etc for many decades. All the fees are defined under Bisejab Ex

Act 2014 as excise revenue which fact has aldd-hQ XSKHOG E\ WKH +RQYEOH 6XSUHP
of Har Shankar & Ors. Etc vs The Dy. Excise & Taxation Commissioner on 21 January, 1975.
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SThe rules made under section 59(d) authorize the imposition of additional fees aadtsoctzation

would operate on all licenses to be effective thereafter. We are accordirtijly opinion that the

payments demanded from the appellants are lawfully due to the State Government. Such payments are
MH[FLVH UHYHQXHY ZLsacKdn®@0(\Nas df tReHARQ $e@tibnB(9) of the Act defines
SH[FLVH UHYHQXH" WR PHDQ 3(UHYHQXH GHULYHG RU GHULYDE
confiscation or fine, imposed or ordered under the provisions of this Act, or of any other law for the

time being in force relating to liquor or intoxicating drugs, but does not include a fingposed by a

court of law. The payments due from the appellants holding licenses in Form L-14A are also due to

thH *RYHUQPHQW RQ DFFRXQW RI DQ\ FRQWUDFW UHKe&toWwLQJ WR
60(1)(c)of the Actlt is therefore open to the Government to recover its dues in the manner authorized

by section 60°

3.2. In view of the above, it has been asserted that GST is not attracted deviessehich are
part of State Excise Revenue. Recently, some notices have been issued to some ligees lige@ST
officers demanding GST on the same. Therefore, a clarification has been requested ttah@S
leviable on any fee, levy or payment received by State Governments, which fowh $tatie Excise
Revenue as per the respective State Excise Acts.

3.3. The Additional Chief Secretary, Government of Haryana, Excise and TaxatianrDeq vide
memo No. SPL-1/ST-2 dated 27-02-2018 have requested for a suitable clarificatiGstha not
leviable for all fees received by the State Government which is p&e ektise revenue in accordance
with the State excise laws. In support of their contention, they have statelil thetrecoveries which
constitute revenue of excise as defined in the State Excise law and as upheldby jaticial
pronouncements are not subject to GST. In addition, they have contended that alicplulitof
human consumption is excluded from the definition of GST and instead excise is levied on the same.

3.4. Telangana, as mentioned above, has passed an ordinance No. 5/2017 dated 28-06-2017 to
amend the Telangana Excise Act 1968. By virtue of this amendment an explanation to28sbtsen
been inserted as follows: -

3 Explanation:- For the removal of doubts, it is clarified that any fees or charges by whatsoever name
called, collected in pursuance of this section or clause (d) of section 22 or any other settti®oof

or any rules made under this Act, from time to time, for granting any lease, license avexmlivdege

for different purposes mentioned in sub-section (a) of section 17, shall irigspeicthe time, mode

and manner of such collection, be deemed to be and always deemed to have been Exaise duty o
Countervailing duty on excisable articles levied and collected under section 21

3.5. An email has been received from the Joint Commissioner, GST, UdidesRrenclosing
therewith a request made on GST liquor licence for exemption. However, duringrésaaf meeting,
for the reasons mentioned at para 2.8 above, it was submitted that it was not really an issore for th

4, The Council may consider and take a decision on the proposal contained in paragraph 2.10.

kkkkk
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Annexure 1

Dr Hasmukh Adhia, Finance Secretary - Chair

Dr. John Joseph, Member (Budget), CBEC

Shri Sanjeev Kaushal, Additional Chief Secretary, Government of Haryana

Shri M.P. Singh, Additional Chief Commissioner, Government of Punjab

Shri Amitabh Kumar, JS, TRU-

Shri V.P. Singh, Excise and Taxation Commissioner, Government of Punjab

Shri V. Anil Kumar, CCT, Government of Telangana

Shri R. Selvam, Excise Commissioner of State Tax and Excise, Government of Himachal

Pradesh

9. Shri Santosh Reddy, OSD, Government of Telangana

10. Shri Sanjay Pathak, Joint Commissioner, Commercial Tax Department, Governtdéat of
Pradesh

11. Shri Pramod Kumar, DS, TRU-

12. Shri Harsh Singh, TO, TRU-
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