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File No: 484/29 GSTCM/GSTC/2018
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 27 July 2018

Notice for 29" Meeting of the GST Council on 04 August 2018

The undersigned is directed to refer to the subject cited above and to say th&t the 29
Meeting of the GST Council will be held on Saturday, 4 August 2018 from 11:00 am onwards
at Hall No 2-3, Vigyan Bhawan, New Delhi. The Meeting is convened to discuss mainly the
issues, concerns and suggestions of the Micro, Small & Medium Enterprises (MSME) in the

GST regime and any other agenda with the permission of the Chairperson of the Council.
2. The Detailed Agenda Note, if any, will be sent separately in due course of time.

3. All State Governments and CBIC are requested to send their suggestions or concrete
action points for this single agenda item to Member (GST), CBIC / GST Council befbre 29
July, 2018, as discussed in thd"Z8ST Council Meeting.

4. S3OHDVH FRQYH\ WKH LQYLWDWLRQ WR WKHiteh®RQeTEOH OF

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 +RQJEOH OLQLVWHU RI JLQDQFH *R¥HVIOJMEEHW RI ,Q
WR EULHI +RQJEOH OLQLVWHU DERXW WKH DERYH VDLG PHHWLQJ

36 WR +RQYEOH OLQLVWHU RI 6WDWH )LRPBIQFHHZ*RYOKLQPIHVDRV
UHTXHVW WR EULHI +RQYEOH OLQLVWHU DERXW WKH DERYH VDLC

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

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

5. Chairman, GST Network
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Agenda Items for the 29' Meeting of the GST Council on 04 August 2018

Confirmation of the Minutes of #8GST Council Meeting held on 2Duly, 2018
Discussion to address issues and concerns of Micro, Small & Medium Enterprises
(MSME) in GST regime

Incentivising Digital Payments in GST Regime

Any other agenda item with the permission of the Chairperson

Date of the next meeting of the GST Council

Paged of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM



TABLE OF CONTENTS

Agenda No. Agenda Item Page No.
1 Confirmation of the Minutes of 2BGST Council Meeting held on 23uly, 5

2018

Page5 of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM




'LVFXVVLRQ RQ $JHQGD

Agenda Item 1: Confirmation of the Minutes of 27" GST Council Meeting on held 21 July 2018

Draft Minutes of the 28" GST Council Meeting held on 21 July, 2018

The twentyHLJKWK OHHWLQJ RI WKH *67 &RXQFLO KHUBVQDIWHL
KHOG RQ - X0\ DW 9LJ\DQ %KDZDQ 1HZ 'HOKL ®REGHULRXKH &
Finance Minister, Shri Piyush Goyal (hereinafter referred to a&tkeDLUSHUV R Q $ OLVW RI \
Members of the Council who attended the meetingAsxaexure 1 A list of officers of the Centre, the

States, the GST Council and the Goods and Services Tax Network (GSTNjteiaed the meeting
is atAnnexure 2

2. The following agenda items were listed for discussion in the 28th Meeting of the Council:
1. Confirmation of the Minutes of #IGST Council Meeting held on 4 May, 2018

2. Deemed ratification by the GST Council of Notifications, Circulars@itrs issued by the
Central Government

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

4. Decisions/recommendations of IT Grievance Redressal Committee for atifomnof the
Councill

5. Review of Revenue Position
6. Issues recommended by the Law Committee for consideration of the GST Council

i. Proposals for amendments in the CGST Act, 2017, IGST Act, 2017, UTGST Act, 2017
and GST (Compensation to States) Act, 2017

ii. Creation of GST Appellate Tribunal (GSTAT)
iii.  Simplification of GST Returns
7. Issues recommended by the Fitment Committee for consideration of the GST Council

8. Reports/recommendations of different Committees/Group of Ministers (Gds)
information/approval of the Council:

i. Recommendations of the Committee on Lottery
ii. Recommendations of the Committee on IGST

iii. Recommendations of the Report of the Task Force to suggest measures for creating and
Eco-System for Seamless Road Transport Connectivity

iv. Recommendations of the Group of Ministers on Digital Payments

v. Interim report of the Group of Ministers on imposition of Sugar Cess
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vi. Recommendations of the Group of Ministers on Reverse Charge Mechanism

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

10.Ad hocexemption order issued under Section 25(2) of the Customs Act, 1962 for information
of the GST Council

11. Any other agenda item with the permission of the Chairperson
12. Date of the next meeting of the GST Council

Preliminary discussion

3. Shri Shiv Pratap Shukla, Minister of State for Finance, welcomed Shri Piyush Goigad, U
Finance Minister (hereinafter referred to as the Chairperson) on behalf of @duheil Members and
WKH RIILFHUV +H Vil DhEi& sl Wds Bhalnhlg Bhe-Me&ifg for the first time in place
Rl 6KUL $UXQ -DLWOH\ 8QLRQ OLQLVWHU +R VWKMHOQWL @/ KIHWFHUGER WHK
The Hon'ble Chairperson stated that this was his first experience to attend timg mfetite Council.

He applauded the positive work of the Council and stated that the Council had madecadisgtiay

of consensus based on co-operative and collaborative federalism. With the suckess®T t there

was a thinking that similar model could be replicated in other departmédwtsadjriculture,
infrastructure, etc. He added that this was the first meeting of the Council after completion ofrone yea
of GST roll out and everyone present could take pride in the largest reforattevepted in the world.

He stated that the credit for GST roll out went to the political lsaieand officers of all 29 States and

7 Union Territories, who despite their different political ideologies kewffor the future of the country

and for the next generation. He added that it was truly amazing forotta tev see that India could
present this united stand. It was a matter of pride for India to be able to skdweavorking of the

GST Council and the successful implementation of GST to the world inspite of sodteshaorthe
beginning. He stated that the rest of the world was impressed that India cdaltiyuniing about
change for the betterment of its people. He stated that GST rollout washadstenof pride for India

as well as for the Council during the 2018 World Economic Forum meeting at Davos. tiés fur
REVHUYHG WKDW WKH &RXQFLO KDG YHU\ VH@VAEQKHWEXY WSV HY
from time to time and this had led to public participation and support of 125pzopte of India for

this reform. He expressed that upon completion of one year of GST, the Council skolvkl tcethank

125 crore people of India who adopted GST despite some small initial probleratsoldtated that the
Council should thank all the States who made GST a success for the benefit of tegmioglbeyond
political considerations.

3.1 The Hon'ble Chairperson further added that it was a matter of greathatidew that there

was one nation, one law and one procedure in the indirect taxation system of India. He st&i®d that

would impart respect for honesty and transparency in the country. e-Way lgithsyas a big step in
LPSURYLQJ FRPSOLDQFH DQG DOO WKH +RQHERIHIRHPBEHDNFRODW®
introducing this reform in a phased manner and organized fashion. He fupheriajed that growth

had been maintained in the GST structure. He stated that the tax collectianav@sasonable level

and expressed confidence that GST revenue would grow with greater ease tbrope record
maintenance, lower tax rates and simplification of processes. He also exmesidence that the

Council would continue its high tradition of taking decisions by consensus.
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3.2. Dr. Hasmukh Adhia, Union Finance Secretary and Secretary to the Council (beredfiafred

to as the Secretary) informed that Smt. Vanaja N. Sarna, Chairman of thal Geatrd of Indirect
7D[HV DQG &XVWRPV &%,& KDG VXSHUDQQXDWHG RQ TVXQH
appreciation for her contribution towards GST. He welcomed the new Chairman, SBiCS.
Ramesh, who would be attending the Council meetings henceforth.

3.3. The Secretary further stated that the Chief Economic Adviser (CEA), ISmidAubramanian
was leaving India on 26 July, 2018 to teach at the Harvard University, Uie/stated that the CEA
was a great pillar of support to the work of the Council and his besiluditn was his report on
Revenue Neutral Rate under GST, which became a landmark document for workiaganstructure
under GST. On behalf of the Council, he expressed gratitude for the work of CEA in the Council.

3.4. The CEA thanked the Hon'ble Chairperson as well as Shri Arun Jaitley andfathygving

him the chance to work for the Council. He stated that his association with thel@@mshone of the
highlights of his job. He observed that it was an extraordinary andiansbieform which could be
brought about through extraordinary political compromise, information technology armrtieg
together of the officers of the Centre and the States. He expressed a hope that the spirit ofve-operat
federalism may extend to other areas of work of the Government at the @mhtiee States. He also
observed that for rationalization of tax rate, there should be a structuredagid hoped that over a
period of two years, with growing revenue, there would be a three-rate structsoggasted in his
Report. He, in particular, expressed his appreciation for the extraordinargevarky Shri Arun Jaitley

and Dr. Hasmukh Adhia in the GST Council.

3.5. 7KH +RQYEOH OLQLVWHU IURP 3XQMDE FRQJUDWXDIDWKEB W
meeting. He also placed on record the stellar work done by Shri Arun JaitBhaaperson of the

Council and prayed for his early recovery. He stated that he was very consciou$act that after

thousands of years, India was at the cusp of eradicating poverty. He observee @miricil had no

option to fail in its work and hoped that its work would lead India to becosuper power soon. He

stated that during the Council meetings, Punjab had many times ignored itstesestifor the higher
LOQWHUHVW RI WKH FRXQWU\ +H VWDWH & PV:KiB&Ngd kadDwittehH O O DV
WR WKH +RQTEOH &KDLUSHUVRQ HDUOLHU DQ & W RAR VKK 1 ¥ GLHIHKWY
run into more than 400 pages and covered issues such as amendment to GST laws, rulearmates, ret

GIC, etc. These were very important issues and it was humanly impossible to gh #00ymages in

a short time of three days. They needed more time to study the proposals to firstetdmeinselves

and then to convince the State Cabinet and then their people in the State. He treataltethe 25

Meeting of the Council held on 18 January 2018, the Council gave in principle agprthaproposed
amendments in GST Laws and asked the Law Committee to get it vetted by the LavwyMisistated

that many proposals of the Law Review Committee were not being reflecteditwatin mention of

reason thereof. He requested to defer the law amendment proposals by two weeley foomeultation

with the stakeholders.

3.6. The Secretary stated that the agenda notes other than that relating todfitatestof tax were

discussed in detail from 10.00 a.m. to 8.00 p.m. during the Officers meeting held on 20 July, 2018. He

stated that the agenda notes relating to Agenda items 1 to 4 [ConfirmatierMifiutes of 27 Meeting

of Council; Ratification by the Council of Notifications, Circularglarders; Decisions of the GST

Implementation Committee (GIC); and Decisions/recommendations of IT GrievRedressal

Committee] were sent well in advance to all the States and they hagleim the Agenda only for

quick recapitulation. He stated that the Agenda of the Law Committee onlyodtOi30 pages. The

Agenda of the Fitment Committee was long only because detailed justificatiorgiwen for the

proposals for ease of reference of the Council Members; otherwise it ameldbben covered only in
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two to three pages. He further stated that it was not desirable to sekgktiaa related to Fitment of
Rates too much in advance since these are sensitive proposals. He added tmatséke tof
transparency, Minutes of the Group of Ministers and those of the previousilQdeating as well as
the presentations were made part of the Agenda as annexure, and therefore, thendtgsridaked
bulky. He also informed that during the Officers meeting held on 20 July, 204 &articipants
complimented Shri Shashank Priya, Joint Secretary, GST Council, and his team fagy wveniti good
and detailed minutes.

37. The+RQYEOH OLQLVWHU IURP 3XQMDE VW \Watt@gsdabdtesL W ZR X ¢
10 days in advance of the Council Meeting. At least, all Agenda notes that ieaelgdghould be sent

well in advance. He also observed that a gap of two and a half months between two CaetitgiisMe

was too long and suggested that the Council must meet once a month. In suctsiaa@ageenda

items would be less, it would be fine if it is received three todasgs in advance. He added that this

would also show that the Council was sensitive to the needs of the people. The Hepilthe Chief

Minister of Bihar also suggested that Agenda notes which were ready should be $6rday®-in

advance.

38. The+RQTEOH 'HSXW\ &KLHI OLQLVWHU R'Metting af the/COUMMEH G W KDV
held on 10 March, 2018, there was an Agenda note (Agenda Item 5) to put IGST amountiglagce

at the end of a Financial Year into the Consolidated Fund of India (CFIl), and to beedeaslper

Article 270 of the Constitution. This proposal was not accepted by Delhi and many other Members and
accordingly this Agenda item was deferred. However, now Rs.1.60 lakh crore ofd@3ilie was put

in the CFIl. He stated that the tax collected from Delhi should go to Delhirlzetisihad gone to the

CFI, Delhi did not get any devolution out of this amount. He questioned whiieCentral

Government could take unilatedgcision to put this amount in the CFI when the Union Territory with
legislature also have the status of a State for the purpose of GST revenstated that the Minutes of

this Council Meeting should specifically record his opposition to this unilatizaision of the

Government of India to put Rs.1.60 lakh crore of IGST revenue in the Consolidated Fuatid ofhen

an Agenda item on this issue was withdrawn during tfeN2éeting of the Council. He added that
WRGD\fVY DJHQGD RQ ,*67 VHWWOHPHQW ZDV D ZHOPRR BV RBRWH \D Q
Delhi had received Rs 1050 crore. Had Rs 1.68 lakh crore been disbursed asfpemthé Delhi

would have got Rs 3300 crore. He observed that, till now, all decisions of the IGeerecbeing taken

by consensus and deferred issues had been respected but with this unikzisioal oie a deferred issue,

the Government had disrespected the Council. He further stated thatetlestinif States including

Delhi should be upheld in future.

3.9. 7KH +RQTEOH &KLHI OLQLVWHU Rl 3XGXFKHUU\ IMOS®RWWVXSSR
Chief Minister of Delhi. He stated that the Union Territories dhDand Puducherry were neither part

of the Central Finance Commission nor Union Territories Finance Commission. The idevaifiinds

coming from the Central Government, which stood earlier at 70% had come down ém@0fhw their

State was getting only 25% grant from the Government of India. He informed that he had earlier taken

XS WKLV LVVXH ZLWK WKH +RQTEOH 8QLRQ )L Q\DHIF HE XMQ R\RWVHKW (.
been done. He added that in the GST law, Union Territory with legislature was @gnized as a

State for the purpose of GST and when it qualified as a State and as a Member of the Council, it should

get its share of the devolution of funds accruing from GST. He also expressed his@appmshe

unilateral decision taken by the Government of India to apportion the money only to gseadtanot

to Union Territories with legislature and stated that Puducherry should get its due share.
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3.10. The Hon'ble Chairperson stated that this issue could be discusseddiunitigediscussion on
the relevant Agenda item. He then invited the Secretary to start discussioroos ¥aenda items for
the Council Meeting.

Discussion on Agenda items

Agenda Item 1: Confirmation of the Minutes of 27 GST Council Meeting held on 4 May, 2018

4, The Secretary informed that during the Officers meeting held on 20 July, 20d@nments
on the Minutes of 27 Council Meeting were offered. He invited comments, if any, of the Members of
the Council. There were no comments on the Minutes.

5. For Agenda item 1the Council decided to adopt the Minutes of th& iéeting of the Council
without any changes.

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

6. The Secretary stated that the deemed ratification of the notificafiwudais and orders issued,
based on the decisions taken during th IZiéeting of the Council, issued after 4 May, 2018 and till
16 July, 2018 were presented during the Officers meeting on 20 July 2018. He suggestedémaet
may be approved by the Council. He also suggested that the notificationsysiandarders issued by
all the Member States, which grari materiawith the notifications, circulars and orders of the Central
Government may also deemed to be ratified. The Council approved the suggestion.

7. For Agenda item 2the Council approved the deemed ratification of the following notifications,
circulars and orders, which are available at www.cbic.gov.in

Act/Rules Type Notification/Circular Nos.
CGST Act/CGST Rules Central Tax 22 to 29 of 2018
Central Tax (Rate) 11 and 12 of 2018
IGST Act Integrated Tax (Rate) 12 and 13 of 2018
UTGST Act Union Territory Tax 07 to 11 of 2018
Union Territory Tax (Rate) 11 and 12 of 2018
Circulars Under the CGST Act 44 to 49 of 2018
Under the IGST Act 3 of 2018

The notifications, circulars and orders issued by all the Member States, whpariarateriawith the
above notifications, circulars and orders were also deemed to have been ratified.

Agenda Iltem 3: Decisions of the GST Implementation Committee (GIC) for information ofthe
Council

8. The Secretary invited Shri Upender Gupta, Commissioner (GST Policy Wing), ©Bhake
a presentation on the decisions taken by the GIC so that the Members of the Counbit @mgdsed
of the same. The Commissioner (GST Policy Wing), CBIC, made the presentatich is attached
asAnnexure 3to the Minutes.

9. For Agenda item 3,the Council took note of the decisions of the GIC.
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Agenda Item 4: Decisions/Recommendations of IT Grievance Redressal Committee for
information of the Council

10. The Secretary invited the Commissioner (GST Policy Wing), CBICake m presentation on
the decisions/recommendations of the IT Grievance Redressal Committee, wihattached as
Annexure 3to the Minutes. The Commissioner (GST Policy Wing), CBIC, statechthatular had
been issued on 3 April, 2018 prescribing the procedure for taxpayers for lodgingitheinges due to
technical glitches in the GST portal. The GIC was mandated to act as GeeMances Redressal
Committee (ITGRC) for resolving the problems of taxpayers who have not beeto die their
documents like TRAN-1, TRAN-2, GSTR-3B and GSTR-1 or to complete registratioatioigdue to
technical glitches at GST portal. He stated that taxpayers wereaetuisubmit their applications to
the designated nodal officers of the State Governments and the Central Governmemtuwhaould
examine the complaint andpfima facie it was found to be a case of technical glitch by the said nodal
officer, he would send the issue alondwW K UHPDUNY DQG UHFRPPHQGDWLRQ WR
email. He stated that a Standard Operating Procedure (SOP) was issued on 12 April 120 GESAWN

to the Commissioners of the Central and the State Governments for forwaliesentations received
from taxpayers to the nodal officer of GSTN.

10.1. He further stated that a total of 598 cases related to TRAN-1 and TRAN-2881 cases

relating to migration had been received by the GSTN till 15 June, 2018. Out of this, 170 cases relating

to TRAN-1/TRAN-2 and 748 cases relating to migration/registration were examined by @$TN

analysis presented before the ITGRC. ITGRC allowed 122 taxpayers to filER#\-1/TRAN-2 and

406 taxpayers to complete their migration process. The ITGRC also directed theohmmit€e to

examine and map the consequential issues that may arise relating to sgobf fiflRAN-1/TRAN-2

and migration and suggest ways to handle such situations, wherever required, ibcutichenanner.

He also referred to different categories of TRAN-1/TRAN-2 and migration cag@eved by the

ITGRC. He added that as on 15 July, 2018, approximately 3500 cases of grievatiogstoaiigration

Iregistration/ TRAN-1/TRAN-2/GSTR-3B/GSTR-1/ITC-01/ITC-04, etc. had beamived by the

GST1MV 1RGDO 2IILFHU ,Q WKH ILUVW OLVW DSSURMHPQWH® \W R
IRGRC. Another lot of around 1200 cases had been examined by GSTN and would be put up before

the ITGRC. The remaining cases were under investigation with respemige and checking of logs

in GST system. He also referred to some challenges faced in the examination ioé ceeSOP was

not being followed such as poima facieexamination was being done by the nodal officers, cases being

sent without any remarks, noAd HFKQLFDO LVVXHV GXSOLFDWH HQWULHYV HWI
grievances relating to technical glitches.

10.2. He informed that during the Officers meeting held on 20 July, 2018, discussioplaoek
regarding many taxpayers who did not file Part B of GST REG-26 and who were giyema onl
provisional ID but no GSTIN. These taxpayers were not able to file theinsetund pay taxes and it
was suggested that migration should be allowed one more time. During the Officargmewas
recommended to allow migration to all those taxpayers who had obtained proviBidoyalilling up
Part A of GSTR REG-26, but who could not fill up PaibBl due to any reason, technical or otherwise,
by the prescribed last date of 31 January, 2018. For this, the Commissioner can isdee @amder
Rule 24 of CGST Rules, 2017 extending the time limit for furnishing the informatiayased under
the said Rule and that the Nodal officers of the Central and State Governnmerdssend such cases
to GSTN by 14 August, 2018. It was also proposed that in such cases, fee fantatd fidturn would

be waived (by way of reversal in electronic ledger and crediting the anmotie relevant tax head
from the fee head) but interest would be charged on delayed payments of tax. |fampibse, it was
also recommended to expand the mandate of ITGRC to allow migration of even thEgeitsaxvho

could not migrate due to reasons other than technical glitches.
Pagell of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM



10.3. The Secretary stated that the ITGRC had looked into the cases ifaieglitohes but now the
proposal was that whoever could not complete migration into GST could be allowed enénmecto
complete the migration till 14 August, 2018 on the basis of recommendatinedy GSTN from

the Principal Nodal officers / Nodal officers of Central and State Gowrtem He added that a large
number of cases had been filed in High Courts on this issue and this decision would hefpdoven
such litigation. The Hon'ble Chairperson observed that it would be fair to ektisncklief to the
taxpayers. He also raised a question regarding the status for allowing filing of TRAN-1. Thar§ecret
informed that filing of TRAN-1 had financial implication and it needed toxaaméned further. The
Hon'ble Minister from Maharashtra suggested that the date for receiving sofitespayers to migrate

to GST could be taken as 31 August, 2018 instead of 14 August 2018. The Council agreed to this
proposal.

11. For Agenda item 4,the Council approved the following:

(i) To allow migration of those taxpayers to GST, who have submitted RArREG-26 but could
not complete the migration process, and whose applications were receivedtpthmal Nodal
officers / Nodal officers of the Central and State Governments till 31 August, 2018;

(i) ,Q RUGHU WR JLYH HIIHFW WR WKH GHFLHHR @ P W O D RZERLYJH D
of even those taxpayers who could not migrate due to reasons other than teclchesl gfid an
order under Rule 24 of CGST/SGST Rules, 2017 will be issued by the Commissitarating
the time limit for furnishing the information as required therein;

(iif) To waive the late fee (by way of reversal in electronic ledgercaediting the amount in the
relevant tax head from the fee head) for filing of returns for the monthsypR2D1l7 to August,
2018 by such taxpayers who complete their migration process as per this decision;

(iv) To allow filing of TRAN-1 and TRAN-2 in 122 cases, as listed imaAxure 3 of the Minutes
of the first meeting of ITGRC held on 22 June, 2018 relating to techisicabs with all
consequential benefits to the taxpayers. The technical issues would be linitesl bhelow
mentioned 4 categories:

D &DVHV ZKHUH WKH WD[SD\HU UHFHL YTHeGaX{vaydtd ceBbllWUR U 33 U

not claim transitional credit as the line items requiring declarations oéreaxiisting law
registration were processed with error since the taxpayer had not added thesm in hi
registration details.

(b) Cases where TRAN-1 was attempted or TRAN-1 revision was attemptagdayer on
or before 27.12.2017. However, the taxpayer could not file due to encountered errors. The
tD[SD\HU LQ WKHVH FDVHV UHFHLYHG PHVVDJHMNMHWWXFK DV
S3VDYH LQ SURJUHVV™ HWF

(c) Cases in which as per GST system logs, the taxpayer was not enabled RAM# il
its due date of filing of 27.12.2017 due to registration/migration issues. In thgocat
WKH WD[SD\HUVY GDVKERDUGY ZHUH QRW HQDEOHG EHFD.
hence they could not file their TRAN-1.

(d) Cases in which the taxpayer filed his TRAN-1 once but no credit has b&ted poe to
technical reasons.

(v) The Law Committee shall map the consequential benefits relating to filing of TIRaxid
TRAN-2 and recommend how to handle such situations in a time bound manner.
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Agenda ltem 5: Review of Revenue Position under GST

12. The Secretary invited Shri Ritvik Pandey, Joint Secretary, Departh&avenue (DoR) to
brief the Council on the GST revenue position. Joint Secretary, DoR gavemieavof the GST
revenue including CGST, SGST, IGST and Compensation Cess (domestic and impaps) todune
2018. Total revenue collected during April 2018 was Rs.103,459 crore; in May 2018R$ 94916
crore; and in June 2018, it was Rs.95,610 crore. He also briefed on th&¢@&Eement for the months
of April to June 2018. IGST Settlement for April 2018 was Rs.28,394 crore; for Mass
Rs.25,261crore; and for June it was Rs.30,338 crore. Out of this, CGST and S&&Ip loe April
2018 was Rs.13,841 crore for CGST and Rs.14,553 crore for SGST; for May 2018, #.0289%R.
crore for CGST and Rs.12,330 crore for SGST; and for June 2018, it was Rs.15,67& €&8T and
Rs.14,662 crore for SGST. He further informed that there wasdamoc provisional settlement of
Rs.25,000 crore each of CGST and SGST in the month of June 2018. He staxith tiéd ad hoc
IGST settlement of Rs.50,000 crore, there was negative balance in the IGST accthmmtpieniod
April-June, 2018.

12.1. The Joint Secretary, DoR also presented a chart of the average revenwué therfsisates from
August 2017 to June 2018 which showed that all India percentage shortfall of reveriil@®wvasHe
also presented a Return filing analysis till due date and on cumulative lasitetilHe pointed out that
the return filing percentage had shown an increasing trend till December 20tddulinied thereafter,
which was a matter of concern.

122. The+RQYEOH &KDLUSHUVRQ REVHUYHG nAilk@ppsrcevtadge \bHessW D W H V
than 60% of the registered taxpayers needed to examine as to how many taxpayers were not actually in
the tax net. He stated that it might be the case that during the roll G&T, many taxpayers below

the threshold limit would have taken registration, who in the first place vene mot required to be

registered with the tax administration. Some action could be taken to take these taapagéthe tax

net, which would automatically improve the return filing percentage. He also stated that hiocstél w

wanted to retain the GST registration, should be persuaded to file returns as per law.

123. The+RQTEOH OLQLVWHU IURP S8WWDUDNKDQG REYRIYHWH G MOKRDAN
Rs.1.5 crore, GSTR-1 was to be filed quarterly and GSTR-3B to be filed on montisly Hasstated

that pre-GST revenue for his State for August 2016 to June 2017 was Rs 52landafter GST
implementation, they collected Rs 3565 crore and after accounting for the Setlemeit States, the

revenue figure stood at Rs 3701 crore. He further stated that pre-@Sbnibined tax collection of

Central Excise, Service Tax and VAT in his State was about Rs.8336 crore &i@iSgost was

Rs.15,139 crore. However, they only got Rs.3701 crore after settlement which was 28%ndbe

pre-*67 UHJLPHYVY UHYHQXH FROOHFWLRQ +H H[SUHVVHG BRG@FHUC
and stated that something needed to be done aboutit RI@ fEOH &KDLUSHUVRQ REVHUYH
of Compensation cess was meant for States in such a situation. He furthezabsarthis was also an

issue of gap in revenue between manufacturing States and the consuming States and exmessed a

that revenue would become buoyant for all States by 2021-7KH +RQTEOH OLQLVWHU IURP
stated that by 2021-22, their State would roughly get Rs 13,492 crore and theyHacaéigr five-year
compensation period was over, their revenue shall drop steeply to about Rs.9970 beoreR Q TEOH
Chairperson stated that one needed to look holistically at 5-year growth by Uttarakhand.

124. The+RQYTYEOH OLQLVWHU IURP 8WWDUDNKDQG VWDWH® WKDW |
formed, they only had about 1100 MSMEs whereas after the Industrial Package wase tiecBtate

in 2003, the number of medium and large industries increased to 41000 along with 226 Hestvies.

However, now all these industries wanted to move out of the State as thereanees-hased exemption.
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Further, due to IGST, they were getting no revenue as it was all getting passettheiddstination
States. Thet RQTEOH &KDLUSHUVRQ VWDWHG WKDW WKH LVVXH RI 8WYV

125. The+RQTEOH OLQLVWHU IURP 7DPLO 1D G X4ting\W® tetdic oWKDW W
unutilized credit of IGST would take time and may not be resolved fuliy évmore time was taken.

He suggested to make an interim arrangement to distribute the accumulatedHergddposed that

90% of accumulated IGST relating to Financial Year 2017-18 as at the end of Marcth20iBbe

settled immediately on the same basis as the two provisional settlements of Rs. 35®@0dRs.

50,000 crore made so far and treated as 2017-18 revenue. 90% of accumulated IGST for 2018-19 as on
31 July 2018 should also be settled on the same basis. During the Financial Ye’9,280% of the

IGST amount accumulated each month may be apportioned to the States with a lag of onelenonth.
also requested that figures of IGST accumulation should be shared transparerttig \Bitéites every

month. He stated that retention of 10% of the huge initial balance plusfl®# IGST accumulated

each month was likely to be sufficient to meet any contingency of recovergcess settlement to the

Staes.

12.6. The+RQTEOH OLQLVWHU IURP 3XQMDE VWDWHGDWKERWKL VY @®W
percentage term and absolute term. He had been flagging this issue in every Cotingl rHeestated

that there appeared to be structural and operational challenges. He observed that shstadé had

the highest return filing and tax to GDP ratio, the revenue position wagpwoeryHe recalled that in

previous Council Meeting, CEA had promised to conduct a study for Punjab as a spsectal stady

and fix this peculiar problem of Punjab. He also stated that just tikedkhand, they would also have

severe shortfall of revenue in 2021-22 if this was not addressed quicklyeghiested that study for

Punjab should be done quickly through the Council. He also pointed out that after apdtisipower

to levy entry tax by the Constitutional amendment Act, the petroleum revenue wasipéioned off

to other States. Their internal study indicated that there was a r&@%ofin the revenue of the
neighbouring States, which is accrued from petroleum products. He suggested allowinigestry

tax on non-GST products. He stated that 40% of Punjab revenue base had been subsut@&Tunder

and urgent study needed to be conducted as to how to improve the revenue positidtatehiThe
+RQTJEOH &KDLUSHUVRQ VWDWHG WKDW XQGHU WKH BEBHQRU
Secretaries of States whose revenue gap both in percentage term and absoluds texm high like
Uttarakhand, Punjab, Bihar, Himachal Pradesh, Jammu & Kashmir and Puducherry cautdwoseke

out a solution on this issue.

127. 7KH +RQYEOH "HSXW\ &KLHI OLQLVWHU RI %LKDU VWDWHG WHE
in their State but the report was still awaited. CEA assured that the vepdd be sent soon. The
+RQTEOH "HSXW\ &KLHI OLQLVWHU RI %LKDD Q® WVWHIBNW & HWVLKVDWMK HV
officers have no experience of services sector and they needed more clarity onjelsisesylecially

with respect to Banking Sector, Railways and Airlines. Shri Jagdish Chander Shrarmapal
6HFUHWDU\ +LPDFKDO 3UDGHVK VWDWHG WKDW W KHURIQAIEWD K X Jt
Chief Minister of Puducherry observed that in GST, as tax rates in his Union Territory had come at par

with the adjoining States, they were losing revenue. The Secretary suggested that hiewillths

Secretaries of States of Punjab, Himachal Pradesh, Uttarakhand, Jammu & Kastrodwiterry to

analyse reasons for low revenue. The Council approved this proposal. Shri TuhinRéattey,

Additional Chief Secretary (ACS), Odisha stated that the States ddvicted their revenue from metals

and minerals suffered a specific problem. Secretary stated that report of the Gi#aomwould be
UHYLHZHG DQG WKDW FRXOG IRUP WKH EDVLV SRHW WRWX & WIIRW HRBW
the work of study of revenue gap of the States of Punjab, Himachal Pradeshkhaital and Jammu

& Kashmir as well as that of Puducherry should be completed in 45 days.
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12.8. The Secretary stated that States were concerned as to what would happen once traioompens
ceased after 4 years. In his assessment, after 3 years, as the compliance under GST improved, no State
might need to be compensated.

129. 7KH +RQYEOH OLQLVWHU IURP OHJKDOD\D VWRW HG® DWKIBW RS+
North-East was very low. He stated that in their State, legal requiremesgistration was annual

turnover of Rs.10 lakh and about 5,000 taxpayers were between the annual turnover of Reud lak

Rs.20 lakh. This constituted almost 50% of the taxpayer base but the revenue comitigefn was

only 2%. These were small time people having no computer and no facility for itgrnHe stated

that in his view, the low return filing percentage could be because of themheHsote, proposed that

for their State, the annual turnover threshold for registration may be increasedd.10 lakh to Rs.20

lakh as also proposed by Assam.

12.10. The+RQTEOH OLQLVWHU IURP $V VHEaRerk Btdded/ hbG evlikrDantdl KH 1R
threshold for registration at annual turnover of Rs.10 lakh. Now, thergrepssal by Assam to

increase this threshold to Rs.20 lakh and Sikkim had also supported the proposal supsdigBeries

of Meghalaya and Uttarakhand also wanted to increase their threshold, Council cealtbay The
+RQTEOH &KDLUSHUVRQ VXJIJHVWHG WKDW DQ HQDE@RX@QIFBEORY L\
could increase the threshold limit in the Special Category States. Secretary eugpinton of Dr.

Rajiv Mani, Joint Secretary, Law Ministry, regarding the proposed law amendmentoifih Secretary,

Union Law Ministry stated that the GST Law could have an enabling provisparmut increase in the

annual turnover threshold for registration for any State up to Rs.20 lakh.+ FR@ TEOH &KDLUSHU
stated that the GST Law should have such an enabling provision so that any North-Eastern State which
wanted to later increase its annual turnover threshold from Rs.10 lakh to Rs.20rlagdistration

could do so easily without requiring a change in the Law but with the recommendation of Council.

12.11. The Secretary stated that as per the presentation by Joint SecretatiyeP@Rnue gap during

the first seven months was 17% which had come down to 13% in the 11 months of GST dak oo,
EHWWHU FRPSOLDQFH 7KH +RQYEOH &KDLUSHUVRQ REVHUYH
substantially during the last 4 months and the country was possibly revenukfaetitealast 4 months.

He stated that the officers of the Fitment Committee should be complimentediitvirg this while

also reducing rates from time to time. He further observed that the succéenafits of e-Way Bill

were yet to be fully reaped. He also stated that refinements in e-Way4®éin like distance matching

through pin codes would further reduce mis-declaration and misuse of the e-Way Bill.

12.12. The Joint Secretary, DoR informed that during the Officersrmgemt 20 July 2018, it was also
recommended to put the GST revenue collection data in the public domain at macritleseme lag
as also the revenue collected by the States in the Financial Year 2016-17 frarethsubsumeahi
GST for analysts, media or for general public with a view to increase transpake requested that
the Council may approve this proposal. The Council approved the same.

13. For Agenda Item 5,the Council: -

i) Took note of the revenue position under GST for April to June 2018;

ii) Decided that the study conducted by CEA for Bihar regarding its revenue gapeshsdd
as a basis for conducting similar study for the States of Punjab, Himachal Pradesh,
Uttarakhand, Jammu & Kashmir and Puducherry, for which the Union Finance Secretar
shall work with the Finance Secretaries of the above mentioned States andiseiRafort
within 45 days;

Pagel5 of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM



iii) Decided that the GST revenue data at macro level as well as revenuedbieitie States
in the Financial Year 2016-17 from the taxes subsumed in GST shall be put in libe pub
domain on the website of Department of Revenue.

Agenda ltem 6: Issues recommended by the Law Committee for consideration of the GST
Council

Agenda ltem 6(i): Proposals for amendments in the CGST Act, 2017, IGST Act, 2017,
UTGST Act, 2017 and GST (Compensation to States) Act, 2017

14. The Secretary invited Shri Upender Gupta, Commissioner (GST Policy Wing), t©Bhake

a presentation on the proposed changes in the GST Law. The presentation nh@d€dmrhissioner

(GST Palicy Wing), CBIC is attached Asnexure 4to the Minutes. During the presentation, he stated

that a Law Review Committee (LRC) was constituted after tiéN&eting of the Council held on 6
October, 2017. The LRC submitted its first draft report on 04.01.2018 and the findl eapo
11.07.2018. The GST Policy Wing, CBIC analysed various representations received aretpaepar
broadsheet containing proposals for amending the Law. A consolidated proposal for law amendment as
proposed by Law Committee (LC) and LRC were discussed in the Officers mbeforg the 28

Meeting of Council held on 18 January 2018 and the Council accorded in-principle apgdrtwal
recommendations of the officers.

14.1. He informed that four joint meetings of the LC and LRC were held to érthkzproposals and

to draft the formulations. The draft proposals that were agreed upon in theifduneetings were
further discussed by the LC on 6 July, 2018. The finalised 48 amendments relating to CGST A
2017(38), IGST Act 2017(7), UTGST Act, 2017(1) and GST (Compensation to Shate£017(2)
were put in a broadsheet and placed in public domain on the whktipige/www.mygov.inwith the
approval of the GST Implementation Committee (GIC) from 9 July, 2018 30l$52018 for inviting
comments from trade and public. He stated that about 1300 suggestions were receiveshioh the
MyGov.in URL and some more were received through mail from ASSOCHAM, FICICIPED
Chamber of Commerce and Industry, SIAM, IMC, ICAI, E&Y, AMCHAM, Export Promotion Council,
EOU & SEZ, etc. He stated that all these suggestions were examined and wihevagdelt that it
could be included in the draft proposals as put in the public domain, these were added. Thess proposal
were discussed thoroughly in the Officers Meeting on 20 July 2018 and as a uethdt, ¥9 changes
were suggested which were also incorporated in the Presentation.

14.2. 7KH + RQ§dmty Chief Minister of Delhi asked whether the report of the WRE shared

with the States and tabled before the Council. Shri Shashank Priya, Joeta8edcST Council

informed that it was shared with the Convenor of the LC and the GST Ruéliny of CBIC. The
+RQTEOH "HSXW\ &KLHI OLQLVWHU "HOKL VWIDWHG/WWKDVE BV W KIHJ ¢&
the report should be first submitted to the Council for taking any decision based on its report.

143. 7KH +RQTEOH 0L Q L \swtedthdtiHe Eo8riXiQouriddEits2Meeting held on 18
-DQXDU\ JDYH LQ SULQFLSOH DSSURYDO WR WKH /5&TV UHFRF
only legal vetting was to be done but out of these, only 8 proposals were acciépoet! any change

and 15 were accepted with modifications. He asked as to what happened to the resopbtas and

it is not understood why many proposals were completely dropped. He statbdyhaere not against

changes in Law but it could not be changed frequently and multiple changes wouldpeattaicted
OLWLIJDWLRQ +H VXJJHVWHG WKDW PRUH GDWWKHVPH SKRIRG
changes in the CGST/SGST Law with the stake holders before finalisadtie further observed that

since about 1300 suggestions were received with regard to the proposed changes, theHoolohcil
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also be made aware of these suggestions. He added that State Ministers were arievgeabholders
and he needed time to study the proposed changes in the Law.

144, 7KH +RQYEOH &KDLUSHUVRQ VXJJHVWHG WR HQGB/DNLWHP W IQGE
also asked to explain as to what happened to the 69 proposals submitted by taedL®RIG/ some

suggestions were modified and some were left out. He further stated that thadg&€isns/feedbacks

received on MyGov.in portal should be shared with the States. The Commissioner, (GST Policy Wing)
CBIC stated that the suggestions of the LRC were discussed in the joimgseéthe LC and the LRC

and those proposals were not taken forward on which there was no agreement. $ted&jueP K.

Mohanty, Convenor, Law Committee to further elaborate on this subject.

14.5. The Convenor, Law Committee stated that the first report of LRC vaas@i4anuary, 2018

and the final report on 11 July, 2018. Between these two reports, 17 broadsheets/ptaeisgclany
amendment proposals were circulated by LRC for discussion in the joint nseetitige LC and the
LRC. All law amendment proposals of the LRC were carefully considered and foumgétings of

the LC and the LRC were convenedne each in February, April, May and June, 2018 - to consider the
proposals in detail, and after further discussions in the Ministry and by the LamiG@een 46 proposals
were put in the public domain.

14.6. He stated that some of the proposals made by the LC and the LRC in their joint mesgngs

dropped on account of various considerations. For example, one proposal regarding ridyelaeind
SEH\RQG™ ZLWK WKH ZRUG 3ZLWKLQ  LQ 6HFWLRQ VIR[LEK DHOD)
taxable person but failure to pay the same to the Government beyond agbdatioee months was

dropped as the Union Law Ministry had approved the existing language after discussing this very issue

and had also noted that the same formulation was part of the Service Tax Law. Anmboenl that

was dropped related to a proposed amendment providing that eligibility oanegpfor supply to SEZ

would only be foru D XWKRULVHG RSHUDWLRQVY +H VWDWHG WKDW WKL
5XOHVY DQG WKH 6(= $FW DOVR SURYLGHG IRU EHQHILW DI JHUR U
was changed at this stage, it could be construed that for the past period, suppliesSEatitor non-

authorised operations would also be eligible for zero rating.

14.7. He further stated that a third example related to the problem of resfeirgailit tax credit in

respect of the services provided by way of extending loans and deposits. He explained that services by

way of extending deposits, loans or advances in so far as the consideratioegsmniegr by way of

interest or discount are exempt from GST. In terms of Section 17(2) of the A&&SX017, input tax

credit (ITC) is not available in respect of exempt supplies, that is tdsayof common inputs and

input services used in exempted supplies is required to be reversed. In thetagrugggme, as a

business-friendly measure, it had been provided in the Cenvat Credit Rules viahi¢tfer the purpose

of reversal of common input tax credit shall not include the value of servicesyyf extending

deposits, loans or advances against consideration in the form of interest. A pnov&ion was,

however, not made under GST. The matter was considered by the Council durifightse2ifig held

on 18 January, 2018 and it was decided to make a provision in the CGST Rules\ihlaietioé exempt

supply under Section 17(2) shall not include the value of deposits, loans or advanceshanterdest

or discount is earned. This would however not apply to a banking company and financialoimstitut

including NBFC. Accordingly, the CGST Rules were amended so as to provide an Explamaker

Rule 43. The implication of the change was that ITC would not be denied on the \@dyp®sits, loans

or advances on which interest or discount is earned. Insertion of a paragraph ineSt¢hiedaover

the above issue, as recommended in the LRC Report, will achieve the same purpose whictdhas alrea

been met by way of amendment in the CGST Rules, 2017 as per the direction€aidinibi. As the

matter was resolved, it was felt that an amendment in Schedule Il need notiée cat. The
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Convenor, Law Committee stated that the LRC had made a suggestion to create a Schiedule IV
Exempt Supplies but earlier the Council had decided not to incorporate such supplies niuéeSeite

to address such supplies through the exemption route. It was, therefore, felt not advigahbigaiost

the earlier decision of the Council.

148. 7KH +RQYEOH OLQLVWHU IURP 3XQMDE VWDWHG WKW WKH C
challenge and litigation. He requested to clarify as to why the changes recommeadgidgebe word
HVXSSO\T GLG QRW ILQG DQ\ PHQWLRQ LI WIKWR G UPDURDRFR B R VIHOA
3XQMDE VWDWHG WKDW WKH KHDUW DWO WHRXQVRDW W KW WK X384
problematic issues in respect of GST Law. The Schedule Il of CGST Law provides that any undivided
share in goods is a supply of service, and a question would arise whether adeaiagindascertained

share in goods which included alcohol for human consumption, would also become supply of service,
though it was not in GST. He pointed out another instance of problem in law watld teglefinition

of IGST. The definition of IGST is that it is a tax charged under sectioniedf3ST Act, which

implies that IGST charged by any section other than section 5 is not an H&SStated that nine months

back, they had raised the issue regarding imported goods as to whether IGST on iguuuitedas

being charged under the IGST Act or the Customs Tariff Act. The IGST Avides that IGST on

imported goods will be charged under Section 3 of the Customs Tariff9%&; if a tax was charged

under the Customs Tariff Act, then no input tax credit would be available under the S&STACt.

This appeared to be a dual taxation and no reply had been received so far. Hethteehat the

definition of supply in Section 7 of the CGST/SGST Act required many chariges.definition of

supply as it stood today was a matter of doubt and it was not understood why the changes suggested by
LRC were dropped. He recalled that earlier too, during July 2016, more than 50,008ntatitess

were received and on 26 November, 2016, only 3 days consultation was permitteé si#tké holders.

7KH VDPH PLVWDNH ZDV EHLQJ UHSH D wWwhShdnQ &lowed onpRpsedZ HH N { V
changes in Law, which was inadequate. He stated that there should be more consultatiomendithey

revert with their suggestions with full urgency.

14.9. The Convenor, Law Committee stated that as regards Section 7, the current text meada entr
Schedule Il to the CGST/SGST Act taxable activities whereas Schedule 1l wastenfjeid to classify
certain activities as goods or services in case they were taxable. Hence, papasarfdment to
Section 7 to this extent was agreed upon. He stated that broadly, proposdisdighinot have
significance for taxpayers were dropped and only those proposals which facilaaedvare retained.
He further informed that the Final Report of the LRC had some 23 law amendment wapdkal
Report which did not figure in any of the 17 papers / broadsheets that were circuldiB& bgr
discussion in the joint meetings. He added that there were some 16 law amendmesaipiogbe
Report which could not be taken up for discussion in the joint meeting of t@d CRC for want of
time. Bulk of these proposals were received on 6 June, 2018 and the proposals could nosdeddiscu
in the last joint meeting of LC and LRC held on 7- 9 June, 2018. Referring tiwdhmoints raised by
the Advisor (Financial Resources), Punjab, he informed that the above points whezeot the LRC
Report, nor these were brought before the joint meetings of the two Committees. Thaysrother
clarified that only 47, and not 69, changes to GST law were proposed during"tk&SZ5Council
Meeting held on 18anuary 2018.

14.10. 7KH +RQYEOH &KDLUSHUVRQ REVHUYHG WKDW *®DMBWW QH?Z
perfect in such a short time. He suggested to look at the proposals ondtenthiflmore changes in

law were required, these could be examined further and taken up later. He statesl waailtl send a

message that the Council cared for small and medium enterprises.
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1411. 7KH +RQYEOH "HSXW\ &K Istdtedthadn¥ sblagrReée with@hié thanges which

were already agreed upon in the Council such as the return format and increasing theiarouesl

eligibility criteria for Composition taxpayers from of Rs.1 crore to Rs.1.fecrble suggested that only

WKHVH FKDQJHV PLJKW EH GRQH LQ WKH FXUUHQVWD \&BGOW R B M/QWk
Council should do what could be done and review the other changes subsequently.

14.12. After these discussions, Commissioner (GST Policy Wing), CBIC proceetledthei
Presentation. The discussion in the Council in respect of the specific proposals &isechas below:

(i) S. No. 6 of Presentation relating to Section 7 of CGST/SGST Acthe Commissioner (GST
Policy Wing), CBIC explained that Section 7 (1) was proposed to be amended by creating a new
sub-section (1A) clarifying that certain activities or transactions, whichtiitged a supply in
accordance with the provisions of sd6bHFW LR Q RI 6HFWLRQ VKDOO EH WI
of gopRGV RU VXSSO\ RI VHUYLFHYV DV UHIHUUHG WR LQ 6FKHG.
Punjab stated that the existing provision under Section 7 which maddestivitler Schedule I
as a supply of goods or services was an inadvertent error in law drafting. alf dosrected at
this stage prospectively, there would be numerous litigation. In this view, he propdshdistha
DPHQGPHQW VKRXOG EH FDUULHG RXW ZLWK&KHWIURMBIHAMWHLY
of Bihar cautioned that retrospective amendment could lead to a situation efuss: The
Secretary stated that this issue was discussed in the Officers nde2iiduly 2018 and some
officers had also expressed similar apprehension but the Council could talean\this. After
further discussion, the Council agreed to amend this provision with retrospective effect.

(i) S.No.10of Presentation relating to Section 9(4) of CGST/SGSTAct 7KH +RQTEOH 0OLQL)
from Kerala stated that under Section 9(4) of the SGST Act, the States shautidr@ower to
put specific products under reverse charge. For their State, rubber was ansiiyesgroduct
which they would like to put under reverse charge. Commissioner (GST Poligy) WIBIC
stated that GST was a uniform law and it should be made uniformly appladbbler India on
WKH UHFRPPHQGDWLRQ RI WKH &RXQFLO DIOHD HRRXTE® B @ XD
present a proposal for a specific product before the Council, which could be appraved by
Council and this would then apply uniformly across India. He stated thabeil $tates would
also have the freedom to bring similar proposals. He further observed that tiaél Could meet
more frequently to address the concerns of the States. The Council approved theitorasilat
proposed in the Presentation.

(i) S. No. 11 of Presentation relating to Section 10(1) and 10(2) of CGST/SGST :AciThe
+RQYEOH "HSXW\ &KLHI OLQLVWHU RI %LKDU VXJILMWVWHG WK
Composition taxpayers was being increased from Rs.1 crore to Rs.1.5 crore, the uppar limit
value of services that could be supplied by Composition taxpayers should also be increased from
the proposed Rs.5 lakh to Rs.15 lakh. The Council could then take a decision whsether thi
trQRYHU OLPLW IRU VHUYLFHV VKRXOG EH 5VIURCPFDNEURDQRER U
pointed out that there appeared some contradiction in the proposed formulation as 10% of Rs.1.5
crore would be Rs.15 lakh whereas the cap was kept at Rs.5 lakh. Shri V.P. Singh, CCT, Punjab
explained that the intent of the proposed formulation was to allow every Compasifiaryér to
supply services up to a turnover of Rs.5 lakh but no one would get this benefititseturnover
value of Rs.15 lakh. Those whose turnover was less than Rs. 1.5 crore woultbgmdra
entitlement for supply of services, but all would be assured of entitleshenpplying services
up to a turnover of Rs.5 lakh annually. The Commissioner (GST Policy WingJ, §i8ted that
once the annual turnover threshold for Composition taxpayers was being increasetl.io R
crore, 10% of this would become Rs.15 lakh and therefore the upper limit would now be
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DXWRPDWLFDOO\ 5V ODNK DV SURSRVHG E\ WKKHWheRQYEOH
HRQTEOH &KLHI OLQLVWHU RI 3XGXFKHUU\ VW\DW KIGHW KE®DN VWLKJ
advance of the Meeting and the States that were not part of the Law Commities meee time

WR H[DPLQH WKLV SURSRVDO 7KH +R&MHheEwdposed@mendvhel IURP
to Section 10 to increase the annual turnover threshold to Rs.1.5 crore was alrekatyidehe

239 Council meeting held in Guwahati on 10 November, 2017 and the proposed formuksion

only its implementation. The Council approved the formulation as proposed in the Presentation.

(iv) S.No.17 of Presentation relating to Section 17(5)(a) and new (aa) and (b) @ET/SGST
Act: The Commissioner (GST Policy Wing), CBIC stated that during the Officeesimg held
on 20 July 2018, it was pointed out that there was some contradiction in thellgreisdted text
where transportation of goods was being referred in the sub section which wasdovehicles
for transportation of persons. He suggested that the formulation could be rewordedltatons
with the Union Ministry of Law. The Council approved the proposal.

(v) S. No. 19 of Presentation relating to Explanation in Section 2Zhe Commissioner (GST
Policy Wing), CBIC explained that this proposal related to increasing the annual turnover
threshold for registration from Rs.10 lakh to Rs.20 lakh for two Special CatStptgs namely,
$VVDP DQG 6LNNLP 7KH +RQYEOH OLQLVWHUYV 3URB HWK KBaED \
Arunachal Pradesh expressed that they would 8I4o0NH WR LQFUHDVH WKHLU 6WDW
WKUHVKROG IRU UHJLVWUDWLRQ IURP 5V ODNIQ WRVBEY RIOD
Bihar suggested that instead of naming each State in the law, an enabling provisibe coatid
in the Law to increase the annual turnover threshold for registration up20 Rkh for all the
Special Category States. The turnover threshold for registration could then bediddozdhose
6SHFLDO &DWHJRU\ 6WDWHV ZKLFK VR GHNMDU&y@nd Qatedd W X U H
that this provision was deliberated in great detail during the original draftihg &ST law and
the benefit of lower annual turnover threshold for registration under GSTiveastg a class of
Special Category States. It needed to be examined whether a further classhisitblimss of
Special Category States should be created or whether all Special Categorst®iatesbe
persuaded to increase their annual turnover threshold for registration from Rs.1® RekBO
lakh. TKH +RQYEOH &KDLUSHUVRQ VWDWHG WKDW WKLRUAVVXH V
States should be given flexibility to increase their annual turnover threshBisl26 lakh for
registration as and when they felt comfortable with it. Dr. Rajiv Manit Recretary, Ministry
of Law stated that an enabling provision could be made in the GST Law so that thd Gmdci
approve the names of the Special Category States as and when they wanted to increase thei
threshold for registration from annual turnover of Rs.10 lakh to Rs.20 ld&kéhCduncil approved
this suggestion as well as the proposed amendment to include names of four mgredbtalys
Arunachal Pradesh, Himachal Pradesh, Meghalaya and Uttarakhand in Explanation to Section 22
of the CGST Act, 2017.

(vi) S. No. 46 of Presentation relating to new Section 10 (3A) of GST (CompensatiorStates),
Act, 2017: 7KH +RQYEOH &KDLUSHUVRQ VXJJHVWHG WKDW WKH SU
flexibility. Instead of providing that the amount remaining unutilised in the Fsivadl be
distributed between the Centre and the States, the law should provide that suchraayoloet
distributed between the Centre and the States, as the Council may decide. He sugdestert
WKH SKUDYV HheuRRYWQWEXAMPADLQLQJ XQXWLOL]BUGh arpul KH ) X Q C
UHPDLQLQJ XQXWLOL]JHG LQ Wdkidthyoptpm§al. 7KH &RXQFLO DJUH

(vii) S.No.1 of Table relating to Returns: 7KH +RQTEOH &KLHI OLQLVWHU RI 3XG
WKDW WKLV SURSRVDO VKRXOG EH H[DPLQHG IWHW®W KNMKID W7 WH |
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was only an enabling provision and it could be agreed upon. The Council agreed to the
formulation shown in the presentation.

14.13. The+RQTEOH 'HSXW\ &KLHI OLQLVWHU RI '"HOKL WWDNWWZHG W
Committee should be tabled in the Council along with the reasons as itswiByproposals were not
considered. He also suggested that the website link containing the proposed 1270 suggestaihs rece

from the stakeholders on the proposed changes to the GST Law should also be sharedbtaitisthe

He further suggested that the report of the Law Review Committee should not éé. cldobe
Commissioner (GST Policy Wing), CBIC pointed out that these suggestioesawailable on the

O\*RY LQ SRUWDO RI WKH *RYHUQPHQW RI ,QGLD 7KH @GHRXQFLO
Deputy Chief Minister of Delhi.

15. ForAgenda Item 6(i), the Council approved the following:

15.1. Amendments in the CGST Act, 2017; IGST Act, 2017; UTGST Act, 2017; and GST
(Compensation to States) Act, 2017 as proposed in the presentation attached as Annexiuee 4 to t
Minutes with the following changes:

(i) To amend Section 7 of CGST/SGST Act, 2017 (as mentioned at S. No. 6 and S. No. 7 of the
Presentation) with retrospective effect;

(i) To reword the formulation relating to Section 17(5)(a) and new (aa)@naf CGST/SGST
Act, 2017 (as mentioned at S. No. 17 of the Presentation) in consultatichevitinion Ministry
of Law;

(iif) To reword the formulation in Section 22 of the CGST Act, 2017 (as mentiorged\at. 19 of
the Presentation) in order to have an enabling provision to increase thetammuadr threshold
for registration up to Rs.20 lakh for all the Special Category States;

(v 7R FKDQJH WKH SKhd DVHR YuGW VUOWHALEXQLK)JI XQXWLOL]JHG LQ W
such amount remainink Q XWLOL]JHG LQ WKH )XQGYT LQ QHZ 6HFWLRQ
States), Act 2017 ((as mentioned at S. No. 46 of the Presentation);

15.2. To make suitable modifications in the draft formulations as per the advtee Ghion Law
Ministry.

15.3. To table the Report of the Law Review Committee in the Council alongheiteasons why
its proposals were not considered along with the website link containing the suggesthe proposed
changes in the GST law;

15.4. To keep open for the consideration of the Council the suggestiohg dfatv Review
Committee not accepted till now.

15.5. To submit before the Council, Report of every Committee set up by it.

Agenda Item 6(ii): Creation of Goods and Service Tax Appellate Tribunal (GSTAT)

16. The Secretary invited the Joint Secretary, Department of Revenueydodetthe agenda item.
The Joint Secretary, Department of Revenue, stated that the draft rulemdd éd Service Tax
Appellate Tribunal (Appointment and Conditions of Service of President and Membees) R018
was approved by the GST Implementation Committee (GIC). He informeduliag the Officers
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meeting held on 20 July 2018, Shri Arun Kumar Mishra, Additional Secretary, ComimEagia
Department, Bihar had pointed out that Rule 3 of these Rules would require some madlificatov

of the fact that the Rule referred to three different Selection Commitieé sub-Rule 4 provided for
Convenor for only two Committees and this could be suitably modified. The Cappcoved this
proposal. He further stated that it was proposed to constitute a GST aA@p&ibunal (GSTAT)
National Bench at New Delhi and three Regional Benches at Mumbai, Chennai and Kolkatarand
seeking the recommendations and approval of the GST Council, approval waoakeibdor creation
of necessary posts of Chairman and Members.

16.1. He requested the Council to approve the following:

i) Constitution of Goods and Service Tax Appellate Tribunal (GSTAT); and
ii) Creation of National Bench of GST Appellate Tribunal at New Delhi are tRegional Benches
at Mumbai, Chennai and Kolkata.

16.2. The Council approved the above proposals.
17. For the Agenda Item 6(ii),the Council approved the following:

i) Constitution of Goods and Service Tax Appellate Tribunal;

ii) Creation of National Bench of GST Appellate Tribunal at New Delhi and Beg®nal Benches
at Mumbai, Chennai and Kolkata; and

iii) Modification of sub-Rule 4 of Rule 3 of GST Appellate Tribunal (Appogrirand Conditions
of Service of President and Members) Rules, 2018 in order to provide foet@wavor all three
Selection Committees.

Agenda Item 6(iii): Simplification of GST Returns

18. 7KH +RQYEOH &KDLUSHUVRQ REVHUYHG WKDW WKHUH KDG
taxpayers about the number of returns and the amount of paper work that they oedaléd GST

regime. He observed that the new process should be such as to make the return filigltfal deli
experience for small taxpayers. He added that the Council should send a mes#acpgdidaor small

and medium enterprises. The Secretary invited Shri Manish Kumar Sinha, Joint S€Tietauty),

CBIC, to make a presentation on this Agenda item.

18.1. The Joint Secretary (TRU-II), CBIC, made a presentation on tjeeis(ditached a&nnexure

5 to the Minutes). He stated that the Council during itsr@&eting held on 4 May 2018 had approved
the basic principles of GST return filing and directed the Law Committiesticse the return. Based

on the decisions of the Council and guidance of the Group of Ministers (GoM) on IT Chalier@ST
Implementation, the GST Law Committee had further detailed the GST retuch, wdis placed before

the Council for approval. He informed that during the process ofZatain of return format, wide
consultations were held with trade and GST compliance community and their inputs had lgeen du
incorporated in the return design. GSTN and the implementing IT Company ésydnfiere also part

of the return design process and are fully on board for the proposed design.

18.2. The Joint Secretary (TRU-II), CBIC, explained the key features of tira.retle stated that

there would be only one monthly return for all taxpayers excluding small tagpaiyei@annual turnover

below Rs.1.5 crore and Input Service Distributor (ISD), etc. There would beianabgirovision of

quarterly return filing for small taxpayers with annual turnover below Retarg, but they would need

to pay tax on monthly basis. The due date for filing return by a large taxpayeves@éllof the next

month whereas the due date for smaller taxpayers shalfuf #% next month. The taxpayers having
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no output tax liability and no input tax credit would also have a facditfflé return through SMS.
Facility for continuous upload of invoices by the supplier and viewing by the recgheg with tax
payment status of an invoice shall also be available. On locking those invoicesigientrean avail
the input tax credit. In cases where no return is filed after uploading ofvibiees, it shall be treated
as self-admitted liability of the supplier, after the due date of filing of that return.

18.3. Invoices uploaded by the supplier beforé dithe next month shall be posted for viewing by

the recipient by 11 of next month. He stated that earlier the paper invoice was adequate to avail the
credit but now the uploaded invoices would become a necessary and mandatory cfumditrailing

credit and to that extent, one was moving towards system-based credit. Hencearreditwould
improve. The IT tool would be provided for continuous uploading of invoices.odIffdcility for
matching of the invoices downloaded from the viewing facility of the buyer sisallbs provided.
There shall be a system for locking of invoices which basically meangtacce of transactions by the
recipient before filing of his return. Locked invoices cannot be amended. Provisiondmmgoienoices

facility was proposed to be incorporated in the return in view of the laxgmteers, particularly large
manufacturing setups, because they have a cycle in which they examine the inventory thiy and
decide on the credit availability, ineligible credit and reversal etc. Heefuexplained that pending
invoices are invoices which have been uploaded by the supplier for which supplies havennot bee
received or the recipient is of the view that invoice needs amendment or where habie notdecide

to avail the input tax credit. He highlighted that a major change propasethat no input tax credit

can be availed by the recipient where goods or services have not been received before filing of a return
by the supplier. This would reduce the number of pending invoices for whichtéxpertedit is to be
taken. There would be noalRdOWLF UHYHUVDO RI LQSXW WD[ FUHGLW DW WK
been paid by the supplier. Revenue administration shall first try to ret@veax from the seller and

only in some exceptional circumstances like missing dealer, shell companies, clossiaadsiy the
supplier, input tax credit shall be recovered from the recipient by fioliptlie due process of serving

of notice and personal hearing. He stated that though this would be part of I€caucjtin the law

there would continue to be a provision making the seller and the buyer jointlyvendllseresponsible

for recovery of tax, which was not paid by the supplier but credit of whidhbkan taken by the
recipient. This would ensure that the security of credit was not diluted completely.

18.4. He also explained that in the present return design, GSTR-3B couldamébéded but in the

new return design, there would be a facility for amendment of invoice anddsttadls filed in the

return. Maximum two amendments of return would be allowed for each tax pdrithe ihonth of
September of the next Financial Year. Along with the amendment of return, paynsensioaft also

be allowed to save the interest liability of the taxpayer and the negativalityliwould be taken to

next tax period. In order to bring in some discipline in return filingal wroposed to charge a late fee

(after some time of implementation of new return) if the amendment return involved changeiiy liabil

of tax by more than 10%. He stated that the table for export of goods inwetulchalso contain details

of shipping bills, but this information could be filed even after filing the nehyr using a separate

facility for correcting details of Shipping Bills without considerihg$ amendment, and therefore the
taxpayer would not be considered to have exhausted his opportunities for amendmetaotnof
Subsequently, once the data was complete, the same would be transmitted to ICEGQ#d€&e&sing.

+H VWDWHG WKDW D SURYLVLRQ RI pVXSI®®\JVLGHX B&QENHU RQW UW G
newly registered taxpayers and the taxpayers who had defaulted in payment of tax beyond a time period
and/or those who pushed credit in the system beyond a threshold. For defaulting taxpapeopased

that after two defaults, that is, if he has not paid tax for the moht#hgril and May (upto June return),

then July month onwards, his invoices could not be seen by the buyer anflawedibuld be blocked.

For such cases, uploading of invoices shall be allowed only after the defaultiergaf tax was made
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good. He stated that return format shall have two tables - one from whichh#ikyliarose and the
other for availing input tax credit. Some additional details would be capturegbdertaining the
turnover and details of capital goods credit.

18.5. He further explained that the return would be profile based and a questionnaire shallde used t
profile the taxpayers and only that part of return shall be shown to him which matched his prdfile. Firs
VXFK SURILOH ZDV IRU WKRVH ZKR ZHUHKWIRUBHWHY R OL 8 F VUHIA X GB(
MILOYT UHWXUQ ILOLQJ LW VKRXOG EH@GRPBRUBPK VWD /GG QK W Ot
Secretary (TRU-II), continuing his presentation, stated that invoice ugbbledwas similar to present

GSTR-1 Table - it captured the basic information such as tax rates, taxablenehtar payable and it

did not capture HSN. The HSN details for the large taxpayers would be captussparate table with

appropriate validation to ensure good data quality. He also showed the formats of the heaandab

the annexure to the main return.

18.6. The Joint Secretary (TRU-II) further informed that there shalbbermerly return for taxpayers
having annual turnover up to Rs.1.5 crore. This would benefit about 83% of taxpblgestated that
one of the key concerns for quarterly return was the delay in setttesh tax to States but it was
proposed to be addressed by providing a facility for filing of quartetlym to small taxpayers with
monthly payment of tax and availing input tax credit on self-declaration basistatdd that even for
small taxpayers, settlement of funds to the extent of 90% would be montt@®Sasutilisation for
CGST or SGST constituted 90% of the settlement. He pointed out that 85%bakihess took place
within the sphere of large taxpayers, 12.3% of the business took place betweegethaxjaayer and
the small taxpayer and transaction between two small tax payers was approximat@y¥nlyhe
credit utilization by the small taxpayers/businesses was also lower than tma¢dam and large
businesses.

18.7. The Joint Secretary (TRU-II), CBIC stated that there would be fgithpter quarterly return
available for small traders who make only Business to Consumer (B2C) supplieg Busimless to
Business (B2B) plus Business to Consumer (B2C) supplies. The return forlB2Cf@uppliers was
proposed to be called SAHAJ and for B2B plus B2C suppliers, it was proposed tedeStHEAM.
He also stated that small taxpayers would have the option to continuously upload the tovenedde
their purchasers to avail input tax credit. He informed that the keyréeat SAHAJ and SUGAM
would be that some of the details required in other returns had been dropped and suationfshall
be collected only in the annual return, such as HSN details, details of non-GSTasupphpital goods
credit. He stated that in this return, there shall be no details for peardingissing invoices as small
taxpayers shall typically have only 10-12 invoices and they would not tend twveoltheir input tax
credit for the next month. He stated that this simple format would redeicettpliance cost for small
taxpayers. He stated that originally it was proposed that at the begairiingncial year, a taxpayer
would need to opt for this form of return and he could not change this option during tedieaticial
year. However, during the Officers meeting held on 20 July, 2018, it was decidedéltit option
should be given to a taxpayer to switch over from filing monthly return to quartiyrandrice versa
at the beginning of any quarter. The Joint Secretary (TRU-II) also showed tharstnfdhe SAHAJ
and SUGAM formats.

18.8. In view of the above discussions, he proposed that the Council may approve the following:

(i) The monthly and quarterly returns as proposed, including SAHAJ and SUGAM,;
(ii) The key features of two formats may be placed on the public domain for information;
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(i) Features and formats to be finalized with amendments based on inputs received ifsam var
guarters such as officers, trade, IT Company, etc. The Council may authorizegpfizdee the
final format; and

(iv) The final provision in law to be finalized in consultation with Ministry ofnLand after
receiving inputs from various quarters and to be approved by GIC.

18.9. Initiating the discussion on this agenda item, the Secretary stated that thisteliscussed
extensively in the Officers meeting of 20 July, 2018 and large numbericérsfivere in favour of
guarterly return and some even suggested a more liberal idea of even quarterly paymestfof taxe
WKRVH ILOLQJ TXDUWH U @puty BMeXNlirgster 6f BHar+sdRat@d tha khe'proposed
guarterly return with monthly payment of tax would be a historic decisionstdded that the same
format of quarterly return and monthly payment of tax was followed in Bibdng the VAT regime
and it would be good to introduce the same under GST. He stated that originadtyntbéng block

for this idea was that it would obstruct monthly settlement of funds to atesStind it was good that a
solution was found for the same. He observed that this new return format emdfit the small
taxpayers. He suggested that return format should be placed in public domain seathabidd be
obtained for further simplification. He also stated that adequate time should be gitrandition and
SsRIWZDUH GHYHORSPHQW RI WKH QHZ UHWXUQ |RU®HAV U HMKXU R (
format could be put in public domain for one month.

18.10. 2Q HQTXLU\ E\ WKH +RQYEOH &KDLUSHUVRQ UHJDWBE&UQJ WLPI
PrakaK .XPDU &(2 *671 LQIRUPHG WKDW WKH\ ZRXOG QHKHG DERX
software after specifications are frozen. The Secretary stated that GSTalreeaty working on the

software development and the aim would be to introduce the new return forma¢fdamukry 2019

on best effort basis. The CEO, GSTN stated that the return design should be finalizigdguimkse

it becomes very difficult to first make software and then make further chardgsaised the issue

regarding integration of refund process in the new return design which redeiflesration. The
+RQTEOH &¢KDLUSHUVRQ VWDWHG WKDW DOO WKHVH DVSHFWV VK
EH ILQDOL]JHG H[SHGLWLRXVO\ 7KH +RQTE® that kthoAyars shetuldHl OLQL
also be given time of 2-3 months to practise the return filing in the newatdoefore legally
implementing it. He added that till such time that the new return softwaseavailable, the present

system of GSTR-3B and GSTR-1 should continue.

18.11. 7KH +RQTEOH "HSXW\ &KLHI OLQLVWHU RIQ%AIX\D 3 IRFEES/RNHG R C
for those taxpayers having an annual turnover of Rs.1.5 crore. Most taxpayers wsthimetshold

might opt for Composition scheme. He suggested that considering this, benkfigafifarterly return

should be extended to taxpayers with annual turnover up to Rs.5 crore. He observed tlaatandBih

eastern Uttar Pradesh, several traders had turnover of two to three crore betréhsyiemall dealers.

7KH\ VKRXOG DOVR JHW WKH EHQHILW R &IKDLQBSHXYUREYHXGSRBH
suggestion and said that this would improve the compliance environment and would enfimgaxe

PRUH UHWXUQV 7KH +RQYEOH "HSXW\ &KL KHO+LRQ ¥E\CHU ¥ LRIL AV>ANHUL
Uttarakhand, Assam, Punjab, Chhattisgarh, and Arunachal Pradesh supported the sudgbstion o
+RQTEOH "HSXW\ &KLHI OLQLVWHU RI %LKDU 7KH &&7 eHVW %HQ
Principal Secretary (Finance), Jammu & Kashmir also supported this proposat. R @JfEOH OLQLVWF
from Tamil Nadu supported the proposal in principle subject to its approval by the Law Committee.

18.12. The Advisor (Financial Resources), Punjab stated that the provision for npatnignt of tax

would lead to difficulty for taxpayers to estimate the amount of tax to iderpadvance. He further

suggested that the provision in the law making the buyer and the seller goidtbeverally responsible

for input tax credit availed on which tax was not paid by the suppliers was not a very good formulation
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as tax administration would tend to straightaway go after the recipiergdavery of tax not paid by

the supplier. He stated that it should be carefully worded and a betteddton would be to provide

that the liability would be first on the seller and if he failgp&y, then the liability would be of the

recipient. He further stated that some eminent economists had suggested tkest afusd be paid on
UHYHUVH FKDUJH EDVLV 7KH +RQYEOH &KDLUSHUVRQ REVHUYHG
at this stage. He further observed that even Directors of the Companieiwdyeand severally
UHVSRQVLEOH 7KH +RQ Mu@herd Kupportédll iQ-hriidipld, theRoroBosal to extend

the benefit of filing quarterly returns to taxpayers having annual turnpvieriRs.5 crore but suggested
WKDW LW VKRXOG EH IXUWKHU H[DPLQHG Z1TKWWRWAAEEK DI\ X W\
on many occasions, he had suggested to have a system of filing quarterlynmdtorordghly payment

of tax for all taxpayers.

18.13. The Secretary stated that 13% of the Revenue came from taxpayers withuanoned below

Rs.5 crore and if the benefit of quarterly return was extended for taxpayleranmiual turnover up to

Rs.5 crore, it would lead to benefit for additional 10% of taxpayers (coverage of déexpeguld

increase from 83% to 93%) but the tax involved would be around 13% of thedii¢ation whereas

IRU WD[ SD\HUV XS WR 5V FURUH DQQXDO YWQMXHRY AKH LHWR Q TEX
Chairperson stated that 7% revenue was not such a high figure and the turnoverdttoediiolg

guarterly return could be increased. The Secretary stated that one apprehentian tvagaxpayers

eligible to file quarterly return would pay very nominal amount of takénfirst two months and this

would defer collection of 7% of tax revenue by two months and this could caude kbessmaller
6WDWHY 7KH +RQTEOH &KDLUSHUVRQ VWDWHG AMKDWW L ISWR WL W
payment was low. Secretary stated that Maharashtra had earlier propose B84t faxpayers whose

annual turnover was less than Rs.1.5 crore, they could also be allowed to makertent mpiarterly

DORQJ ZLWK ILOLQJ RI TXDUWHUO\ UHWXUQV 7 KM WIRQAHE OWK & KD
collection for taxpayers of annual turnover up to Rs.1.5 crore was very smatlewligty could be

allowed to pay tax quarterly. CCT, Gujarat stated that the system of monthlgmastnould be kept,

DV LQ LWV DEVHQFH UHYHQXH RI VPDOOHU RBRWIBE/OHYV'IRS XIWRU WKL
Minister of Bihar statedthd/ PRQWK O\ SD\PHQW RI WD[ VKRXOG EH DGRSWHG
that there should be monthly payment of tax and a provision for filing return on quarterly basis.

18.14. 7TKH +RQYEOH OLQLVWHU IURP 2GLVKD VWD Yétstadww KigW WKH S
+RQYEOH OLQLVWHU IURP .HUDOD VWDWHG QHDHD K K8 QRWHW
guarterly filing of return to taxpayers having annual turnover of up to Rs.5 drtwestated that this

proposal needed deeper studyGnFRQVXOWDWLRQ DQG LW VKRXOG EH GHIHU
sought to understand the problem that Kerala foresaw in accepting the projpostdj& Khobragade,

&&7 .HUDOD VWDWHG WKDW WKLV ZRXO0OG GKIHD B R Qifigevdd W WOHPH
stated that there would be provisional settlement till that time. afiedsthat increase of threshold to

Rs.5 crore would lead to increased compliance for smaller taxpayers and thresholds tdad no
increased in a staggered manner as tieKQ RORJ\ FRXOG QRW EH FKDQJHG SHUL|
Chief Minister of Puducherry supported the view of Kerala. He stated that thef igearterly return

and monthly payment of tax was dangerous as the taxpayers would pay only notionaliatheuirst

WZR PRQWKY DQG EXON RI WKH WD[ ZRXOG EHUSEHWW RQ WWB WHKG
one option was that the taxpayer should make an estimate of his tax liabithge uarter and pay one

third of the tax every month. Shri Tuhin Kanta Pandey, Additional Chief Sec(aas), Odisha stated

that taxpayers would not be able to estimate their potential turnover in adudecaso stated that

Rs.1.5 crore annual turnover threshold was based on the threshold limit for Campsusigme. After

further discussion, the Council agreed that taxpayers up to annual turnd¥eibafrore would file
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quarterly return and pay tax monthly and that the Law Committee would examin® lemsure that
taxpayers did not pay less amount in the first two months of the quarter.

18.15. 7KH +RQYEOH &KDLUSHUVRQ DOVR PDGH D UHIHRRQWH WR
enabling the recipient to take input tax credit and vanish after 2 to 3 months. He olis&trifeslich

companies were not traceable, then the recipient who had used the input tax credit viabld bz

pay the tax even though he might have paid the tax to the seller. He suggastedaddress this

problem, one option could be that when a buyer was purchasing goods from an unknown s elésv

seller, he should obtain his GSTIN and make payment of tax to the Government and payheest

amount to the seller. The Joint Secretary (TRU-II), CBIC statedhbed could be problem for the

seller to offset his input tax credit KH +RQYEOH &KDLUSHUVRQ VWDWHG WKDW L
term, then the purchaser was free not to enter into transaction with him. Tthseto&tary (TRU-II),

CBIC pointed out that the seller could ask for refund of accumulated inputei@ix @nd this also may

QHHG WR EH EXLOW LQWR WKH UHIXQG PHAKBDKU WX RE¥OW RVS HUKH \
Chairperson stated that a provision for purchaser to pay tax on behalf of sellesoleelthe problem

of fly by night operators. Dr. P.D. Vaghela, CCT, Gujarat stated that this option was also examined by

the Law Committee earlier and that this could possibly be implemented by allovéidiy to the
SXUFKDVHU 7KH +RQTEOH &KDLUSHUVRQ ¥ihe ko B indplédent WKH /D
such a provision.

19. For Agenda Item 6(iii), the Council approved the following:

i) The return design and format of monthly and quarterly returns including th&JBARd the
SUGAM as contained in Presentation at Annexure 5 of the Minutes;

i) The benefit of filing quarterly return shall be available to taxpayers with hturoaver of up to
Rs.5 crore but they shall pay tax monthly;

iii) The Law Committee to suggest a method to ensure that taxpayers availing the bditiafjt of
quarterly tax return pay the correct estimated amount of tax every month ematrge interest
where tax paid in any month was less than the value of supply declared in that month;

iv) To put the key features and the formats of the new returns in the public domain for one month to
seek comments;

v) Final features of the return formats to be finalized with any minor amendments et
received from various stakeholders with the approval of the GIC;

vi) The final provision in the Law in relation to Returns to be finalized in caatgrit with the
Ministry of Law and on the basis of other inputs received to be finally approved by GIC;

vii) The new return format will be implemented frofhJanuary 2019 on best effort basis; and

viii) The Law Committee to examine to introduce a provision in the GST Law to albowes to
pay tax for the supplies received from a new or unknown supplier.

Agenda ltem 7: Issues recommended by Fitment Committee for consideration of GST Council

20. The Secretary invited Shri G.D Lohani, Joint Secretary (TRU-I), CBICrudunte the agenda

item. The Joint Secretary (TRU-I), CBIC stated that representations reaeineddrious stakeholders
including Ministries and Secretaries and other officers of the Centre afdaties seeking changes in
GST rates and clarification regarding applicability of GST rates pplgwf goods/services, were
considered by the Fitment Committee in its meeting on 9 and 10 July 2018 and its recommesdations i
at Annexure | of Agenda Note 7. Fitment Committee also considered the @®h tdandicraft items

as identified by the Handicraft Committee and it made certain recommendatiaisanges in GST

rates and for issuing clarification in relation to goods which is at Annéxafégenda Note 7. Issues
relating to changes in GST rates or for issuance of clarification inomekatiServices is at Annexuti-
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of Agenda Note 7. Issues where the Fitment Committee felt that further examinatieguiesdris at
Annexure-1V; issues where no changes were proposed in relation to goodsimeat V: and issues
where no changes were proposed in relation to services is at Annexure VI of Agenda Ndte
Council took up discussion in relation to proposals for change in rates covered urales &anexures
as well as on some other goods. The discussions are summarized as below:

Annexure-lI and some other goods

Marble/Stone Deities (Sl. No 2):

(i

7KH +RQTEOH "HSXW\ &KLHI OLQLVWHU RIWH[KLP SIWSLRHYV RH &/ D
marble/stone deities could open doors for loss of revenue as such taxpayers wesdiatsont

WLOHV 7KH +RQTEOH &KDLUSHUYV Br@bly W ke haaks\oKdaadur P D O O
and their accounts were also opaque. He observed that in this segment, there woyldele ver
manufacturers with large turnovers. It was important to reduce the compliance costdogehe |
number of smaller artisans as the cost of collection from smaller artisenkigher than the
revenue earned. He added that the proposal did not cover deities made of glass asdhesel

ZHUH PDFKLQH PDGH 7KH +RQYEOH OLQLVWHU RURRRGLVKD
should also be included in this exemption category as images of Lord Jagannath was made of
ZRRG 7KH +RQYEOH '"HSXW\ &KLHI OLQLVWHNVWLRV'ADGH REVZRR
ZRXOG KDYH DQ HQYLURQPHQWDO DQJO HpddorFobseved ax R1 WU F
WKHVH ZHUH VPDOO DUWLVDQV DQG WKBEGLYRK®PRNIOLRIFW XL
deities made of wood in the exempted category could be accepted. The Council approved the
recommendation of the Fitment Committee to exempt tax (from the existingfra9%) on
marble/stone deities as well as deities made of wood.

Sanitary Napkins (SI. No. 3):

LL 7KH +RQYEOH &KLHI OLQLVWHU RI 3XGXFKKUWDWX SBEIRIINV. IC
and stated that in the earlier Council meetings too, he had always argued to exetapt sani
QDSNLQV IURP WD[ 7KH +RQYEOH OLQLVWHU IURP ODKDUDVKYV
up with this proposal. The Council approved the proposal to exempt Sanitaryndlégkisting
rate 12%).

Hand Operated Rubber Roller (SI. No. 26):

LLL 7KH +RQYEOH OLQLVWHU IURP .HUDOROWOW DWHE VK DN WKICF
implement and most of agricultural implements were exempted from tax. The JoeiaB8ecr
(TRU-I) stated that only agricultural implements such as spades, shovels andlliegesifider
Chapter 82 were exempt from tax whereas those falling under the category of mahitexed
at the rate of 18%. He added that in the Fitment Committee, there was no proposal to reduce the
rate of tax on Hand Operated Rubber Roller and the issue was only to tharifyorrect
FODVVLILFDWLRQ RI WKH LWHP 7KH +RQW WK LOM. @ WWHPHWK R)R
taxed at the rate of 5%. The Joint Secretary (TRU-I) stated thgvads under Chapter 8420
were taxed at the rate of 5% and Chapter 8420 covered a lot of other items. Reduction of tax rate
on only item under this Chapter heading could lead to other distortion in K&@&S§, Gujarat
stated that other sectors falling under this Chapter heading would also fequextiction of tax
UDWH DQG VXJIJHVWHG WKDW WKH UDWH VKRXOG EH NHSW DYV
that since Chapter 8420 contained several other items which attractedhexate of 18%, it
would be better that the Fitment Committee examined the issue further. Joint Secietaty (T
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stated that presently the item was classifiable under Chapter heading 8420 and any change in the
rate would need a separate carve out within this GHapt KHDGLQJ 7KH +RQYEOH &
observed that since it was used by poor farmers, the Council should respect ¢isé oéte
+RQTYEOH OLQLVWHU IURP .HUDOD DQG UHGXFH WKWWBMWH IU
should study the possibility to further reduce this rate to 5%. The Councildagradis

suggestion.

Kota Stone, Sand Stone and similar quality of local stones ( S| No.20):

(iv) Shri J. Syamala Rao, Chief Commissioner, Commercial Taxes (CCCT), Abditdesh stated
that the Fitment Committee proposal was to increase the rate of tax ontesom®mevhich was
presently at 5% to 12%. He stated that there were similar stones in Andhrd Rratitey were
presently taxed at the rate of 5%. The Joint Secretary (TRU-I) stated tisatuittare of the
Harmonized System (HS) Code was devised in a sequential manner where it covered the raw
materials first and then the processed products. He stated that the stones ¥ail Chapters:
stones which were quarried and not worked other than simple cutting (quarry level cutting) were
classified under Chapter 25 and taxed at the rate of 5%. The other Chapteer@®i ¢oxther
worked up stones. He further stated that raw and merely sawd@taiand similar stones fall
under Chapter 25. He further stated that after quarrying, when such stones tvergofocessed,
worked (other than mere sawing/cutting), then it was classified undereClé&pand rate of tax
on goods falling under Chapter 68 was earlier brought down from 28% to 1@%afokined that
reference regardingota Stone came from Rajasthan. It was a layered stone which could be sold
as such. He stated that as the rate differentials between diffgparst of stones led to
classification disputes, the Fitment Committee proposed to levy a unifarofrax of 12% on
all types of stones. He informed that representations were also receivedilan Igies, as
otherwise the rate differential would lead to misclassification and the risk of beodscleared
at the lower rate. CCCT, Andhra Pradesh stated that in their State, thexreleraand to reduce
tax on Napa slabs, which was similarKota stone and, therefore, rate of tax should not be
increased.

Y 7KH +RQTEOH OLQLVWHU IURP 5DMDVWKDQ Z/MUHVKXGH® KEDW
relatively lower class of people and this should be taxed at a lower rate wheareagpatished
tiles which are the replacement for high grade granite tiles, etc. lveuéked at the rate of 18%.
He also showed physical samples of rough and poliklo¢aistones. Thet RQTEOH &KDLUSHU
observed that small stones which are not polished should be taxed at thfebfate He stated
that the Fitment Committee, in consultation with the officers of Regasand Andhra Pradesh,
should work out a definition and scope of polished stone which could be kept at a higher ra
ZKLOH VWRQHV ZKLFK ZHUH QRW SROLVKHG EXWKHFHXWRDQBEOWHP |
OLQLVWHU IURP &KKDWWLVJDUK REVHUY HI® WKDWSMHEYWE&DWT Y H
being taxed at the rate of 18% and as a result, market for such stones had coneadiogo
loss of employment for almost 50,000 persons. He stated that this item be theathi of 5%.
The +tRQTEOH &KDLUSHUVRQ REVHUYHG W Kd3.WHe/bsErvedDRAtH R W I
rough stones are used by poor people and only after polishing, they become fimisbed bte
observed that finished stones should be charged to tax at the rate of athE#8&&s unfinished
stones (other than marble and granites) should be charged to tax at the rate of 5%.

(vi) Dr. T.V. Somanathan, CCT, Tamil Nadu stated that stone tiles werénlg Bigasion prone
commodity and the tax rate should be such as to prevent revenue leakage by misclassification.
7KH +RQYE Os$bn&issbridd itk ldottage industry would need to be protected even at the
risk of some revenue loss and he suggested that rate of tax should be 5% faughcand
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unfinished stone. The CCT, Tamil Nadu observed that some high-quality stones wersedlso
E\ULFK SHUVRQV 7KH +RQTEOH &KDLUSHUVRQ REVKDSWG Wi
more than 1% of the total consumption. He stated that since there was no concept ofmaxim

retail price in GST, there could be some loss of revenue at retail level. After discGssianil

agreed that Kota stone and similar stones (except marble and granite) otheodbamhilch are

polished shall be taxed at the rate of 5% while finished/poligtud stone and similar stones

shall be taxed at the rate of 18% and that a definition/scope of polished stone shateldebgiraf

the Fitment Committee in consultation with the officers of Rajasthan and Andhra Pradesh.

Refund of input tax credit on fabrics on account of inverted duty structure

YLL 7KH +RIiQd¢fBa@HM@harashtra stated that their State had large scale textileyindust
which did not suffer any taxation earlier. Presently, refund of input tax arediccount of
inverted duty structure was blocked on fabric which attracted tax aathefr5% whereas the
raw materials, namely, yarn, attracted tax at the rate of 12%. He statedany areas in his
State like Bhiwandi, Malegaon and Yavatmal, etc. were badly affected. He pointetit big
textile suppliers were getting the benefit of input tax credit due to atsysupply chain, but
small units were suffering. The RQYEOH &KDLUSHUVRQ VWDWHG WKDW WK
he visited West Bengal.

(viii) Ms. Smaraki Mahapatra, CCT, West Bengal stated that textile isssiamall-India based issue
and it should be considered a little more. She further stated that thiesimiigjestion was to keep
cotton and other natural textile at 5% and to tax man-made textile at the 128 @ind 18%.
However, decision was to keep the rate of tax on textile at 5%, and to blockutiet a&fhe input
tax credit accumulated as a result of inverted duty structure. Ihfult itax credit was allowed,
it would lead to a situation of large scale refund. FHRQTEOH '"HSXW\ &K LujaratOLQLV W I
stated that in Surat, textile industry was badly affected and almost 38&gamfwer loom industry
had shut down. There was no tax on textile earlier and refund must be given fad ot
VWUXFWXUH RQ IDEULFV 7K HtharRsQae& hat the lc@rrei Véitd strudtuRRP 5D M
of yarn to fabric had created a difference in tax treatment between integrdileduteits and
stand-alone textile units. He suggested that there could be three sotutloaptoblem namely:
() yarn be taxed at the rate of 5%; (ii) manmade fabrics be taxed @t¢hef 12% instead of
18%; (iii) blocked input tax credit may be released.

(ix) The ACS, Odisha stated that workers from his State employed inaGujare badly affected
because of shuttingdowR1 WH[WLOH LQGXVWU\ 7KH +RQYEOH OLQLVWH
industry was very badly affected and even if there was revenue loss on accoumabdfehput
tax credit on account of inverted duty structure, it should be borne for the fspketexting
HPSOR\PHQW 7KH +RQYEOH OLQLVWHU IURP &KKDWWLVJDU
HPSOR\PHQW ZDV D KLJKHU SULRULW\ WKDQ WIDJ\D g B HmON\HR
supported the proposal and stated that this would improve co@plil  7KH +RQYEOH "HSXW
Minister of Bihar stated that there was no tax on textiles since 1886ér phasing out of CST,

States were given power to levy tax on textile, sugar and tobacco, but no Statenptda bn

these itemsWhen tax was levied on textiles in Madhya Pradesh, there was a strike and the same

situation was also created in Bihar. Under GST regime also, the tegtibe sad opposed levy

of GST. +H VWDWHG WKDW WKH VXJJHVWLRQ RI WKH +RQTEOH

consideration. He also informed that workers from Bihar were returning $urmat due to

shutting down of factories. He suggested to find a solution to the release of oétiodked

LQSXW WD[ FUHGLW 7KH +RQTEOH O0LQLunsHwrel s RFacti® M D VW K

problemin fiing FORMITC- LQ FDVH RI \DUQ 7KH +RQYTEOH &KDLUSHUV
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of Maharashtra supported by many other States should be considered. He expressed that loss of
revenue would be made up by improved compliance and they would now be encouraged to issue
invoices for their transactions. He suggested that refund of inpui@ix an account of inverted

duty structure should be allowed in the textile sector. However, this amendmentrsitaddche

into effect retrospectively and there should be a mechanism to lapse the inpatialyiag in

balance on the date of the notification implementing the new provision. He suggestad that
amendment could be implemented from a prospective date and the purchases made after the issue
of notification should only be allowed refund of input tax credit and itgxitcredit lying in

balance should lapse. The Council agreed to this suggestion.

Fertilizer grade Micro nutrients and Fertilizer grade Phosphoric Acid:

(X) CCT, Tamil Nadu suggested that rate of tax on fertilizer gradeomutrients and fertilizer grade
phosphoric acid be reduced from 12% to 5%. Secretary stated that micro nutrienttilered fe
grade phosphoric acid, etc. were very broad categories of products and tax reduction should not
EH FRQVLGHUHG 7KH +RQYEOH &KDLUSHUVRQ VWDWHG WKTELC
considered for reduction of tax on fertilizer grade phosphoric acid from 12% to 5%. The Council
agreed to this suggestion.

Pickle

[L 7KH +RQTEOH OLQLVWHU IURP 7DPLO 1D@SWXEIHYRMH @ N KD
ZDV DOVR VXJJHVWHG E\ WKH +RQYEOH &KLHIPHIQPWY®HW RAK3IKX
+RQTEOH '"HSXW\ &KLHI OLQLVWHU Rter%dnKGod sDgQeStedVikati + R Q T
HIHPSWLRQ RI WD[ RQ SLFNOHV VKRXOG EH FRQRRQ®EHOHG E\
Chairperson observed that all food processing items should be promoted as total frevenue
these items other than from bread and bakery products was not very signifieastated that
WD[ UHGXFWLRQ ZRXOG HQFRXUDJH WKH FRWWDWHULQOBRRF WU
Goa stated that he had been consistently requesting for reduction in rate of tka as itavas
also a cottage industry in his State. The Joint Secretary (TRU-I) infolmegitkle attracted
12% rate and all processed food, similarly placed, attracted a tax rate oR&g8¥%cing rate of
tax on pickle would invite requests for reduction of rates for all these ivém) would have a
significant revenue implication. The CCT, Guijarat stated that many food products were taxed at
the rate of 18% and this needed further examination. After discussion, Coundil tgeeate
of tax on pickle, cakes and other processed food products shall be reviewed bynta Fit
Committee.

Ethanol

[LL 7KH +RQYEOH OLQVWHU IURP $VVDP VXJIJHVWHGURRDW UDV
12% to 5%. Joint Secretary (TRU-I) stated that in the Fitment Commitpesst for reduction
in rate of tax on ethanol was from 18% to 12%. The Secretary stated that sinate thf tax on
bio-diesel was 12%, ethanol for blending with petrol could also be taxed at the rate of 12%. T
+RQTEOH &KDLUSHUVRQ RE\WHIendiHgGn pétolzMmh pratiucid @RI h&/ HG IR
reduce import dependence. He suggested that rate of tax on ethanol supplied to Ghd/arket
Companies could be reduced to 5% KH +RQYEOH OLQVWHU IURP 7DPLO 1D
proposal and stated that this would be a substitution for petrol and diesel. \&krikimar,
Addl. Commissioner, Commercial Tax, U.P. stated that if the rate of tax on ethabl@rfding
with petroleum products was brought down to 5%, the distilleries would faceghamt raw
materLDO 7KH +RQYEOH "HSXW\ &KLHI OLQLVWHRRQGHE DY 2WD
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Marketing Companies could not procure the full production of ethanol in the country. T
Council agreed to reduce the rate of tax on ethanol for sale to Oil Markatimganies for
blending with motor spirit from 18% to 5%.

Zip and slide Fasteners:

[LLL 7KH +RQTEOH &KDLUSHUVRQ VWDWHG WKDW KVMDI‘{EREQUHFP
]JLS DQG VOLGH IDVWHQHUV IURP W K p&txChigtHMptetbDBtidd R |
VXJJHVWHG WKDW WKH UDWH RI WD[ FRXOG EREBRXNIDKWWERQGC
supported this proposal. The Council agreed to reduce the rate of tax on zip and sldesfast

from 18% to 12%.

Nicotine Gum:

[LY 7KH +RQTEOH '"HSXW\ &KLHI OLQLVWHWPRN *X M IXIDEW W WLDL V
Polacrilex Gum is used and the present rate of tax on this item was 18% whichbeheaddced.
7KH +RQTEOH &KDLUSHUVRQ VWDWH @ Fitmelm WorivhiKtee/ ThB\ EH H]
Council agreed to this suggestion.

Eqgs:

[Y 7TKH +RQTEOH &KDLUSHUVRQ VWDWHG WKDWWWHR KRY IERW L
that the rate of tax on egg was different for different categories. For exasgpl was exempt
from tax, but egg white was taxed at the rate of 18%. The Secsetggested that this issue
FRXOG EH GLVFXVVHG LQ WKH )LWPHQW &R APU WGV WH D WKHHI 3 Z
also used in cakes and cake was taxed at the rate of 18% while sweets edeet &% which
ZDV QRW ORJLFDO 7KH +RQTEOH &KDLUSHUVRIWWX RIH\HNV HRSI
eggs could be considered by the Fitment Committee as part of examination of rat@mf tax
processed food products. The Council agreed to this suggestion.

Products consumed on cruise liners:

[YL 7KH +RQYEOH &KDLUSHUVRQ VWDWHG WHKDW RHA ZDU/D O@I R
after levy of GST on products consumed on cruise liners, the tourists had stopped tmmi
Kerala. Therefore, a proposal should be considered to exempt tax on products consunsel on cru
OLQHUV 7KH +RQYEOH OLQVWHU IURP .HHYD OB 7VRVQ \8H 8 GXK DV
FRQVXPHG RQ FUXLVH OLQHUV 7KH +RQYEOH &KDLWHFPHUVRQ
potential, but one should be cautious that casinos should not get the benefit of taxoexehpti
suggested that the Fitment Committee should examine the proposal to exempt frasduaispr
consumed on cruise liners. The Council agreed to this suggestion.

Footwear:

[YLL 7KH +Ri(p4&rEoD stat&d that high rate of tax on footwear was causing loss of jobs in
the footwear sector. The Joint Secretary (TRU-I) stated that the nohilemrin this sector was
the rate differential as footwear with retail price of less tRarb00 per pair was being taxed at
the rate of 5% tax while other categories of footwear were being taxied &ité of 18%. He
stated that request from trade was for rationalization of thistraigture. The Fitment Committee
had examined this issue and suggested to make the tax rate of all feainiéaim at 12%, but
some States objected to this proposal on account of revenue loss and the Fitment Committee had
UHTXHVWHG IRU D VWXG\ E\ &&7V RI 8WWDU 3 UOLGIH VK LQ/GV HIJL
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of Bihar stated that tax rate of 18% on footwear was leading to a bad perce@isi aihd the

rate should be brought down to 12%. He also suggested that 5% ratesbbtdd apply to
footwear sold for price up to Rs.1000 per pair. He stated that this wouldngipve the
perception of tax rate under GST in this sector. He further mentionegedbplte from the
Scheduled Caste community worked on leather shoes on job work basis and this should be taxed
at the rate of 5%.

[YLLL 7KH +RQTE O ba Suggest&d thak the) iate of tax on all shoes should be brought
GRZQ WR 7KH +RQTEOH &KDLUSHUVRQ FDXWLRQHSHWKDW
Adidas and Nike getting the benefit of a low tax raltKH +RQTEOH OLQVWHU IURP +D
that footwear industry was strong in his State and footwear costing less than Rs.500 per pair was
earlier getting imported in large quantities from China but it was nowgetkported from his
State to China. He stated that shoes costing more than Rs.500 per pair metly nsed by
higher income groups and tax on this item should not be reduced. He suggested that Council
should wait for 18 months before considering change in tax rate as this was a high camsumpti
item. He further stated that there was also a need to balance the revenue considadhtiats
the Fitment Committee should examine this proposal.

[L] 7KH +RQYEOH OLQVWHU IURP 2GLVKD VWDWHHL W KBV WAHK B €
was important to see the revenue implication. He suggested that 5% tatesbbuld be kept
for footwear costing up to Rs.1000 per pair and other categories of footweat badaked at
WKH UDWH RI 7KH +RQTEOH &KDLUSHUVRY V XJSHWWIDE W K
could be taxed at the rate of 5% and those costing above Rs.1000 per palirectaxed at the
rate of 12% and leather shoes could also be taxed at the rate of 5%. The CCNabarsiated
that this would have large revenue implication and it should be remembered thati&xwas
ERUQH E\ WKH FRQVXPHUYVY DQG QRW SRRU ZRUNHUV 7KH +RQ
VHFWRU ZDV EHLQJ DIIHFWHG E\ FKHDSHU LPSRHWWHGKW KHRW
one option could be to increase the rate of Customs duty on imported footwear.

[[ 7TKH +RQYEOH "HSXW\ &KLHI OLQLVWHIURRI % IRKD UR B WLAM B U DX
very high and perception-wise, it had given a very bad image to GST. He repsaeggastion
to apply the reduced rate of tax of 5% on footwear costing up to Rs.1000 pengi2% on
footwear costing above Rs.1000 per pair. He added that one should also think about hand made
leather shoes. ACS, Odisha stated that it was not desirable to fix tax ritedasis of different
classifications of footwear as it would complicate the tax structuesal$® endorsed the view of
CCT Tamil Nadu that the rate of tax only impacted the consumers and not the worltess i
footwear sector. He added that the revenue implication of this proposal should beeexam
thoroughly before taking a decision. He further observed that once tax rate oedoetas
brought down to 12%, it would be very difficult to increase it in future, eveadtired for
augmenting revenue.

(xxi) Shri Jagdish Chander Sharma, Principal Secretary (E&T), Himachal Pradishthat tax
rates based on value of sale was leading to large scale misdeclaration. Heedubgeshere
should be one rate of tax for all categories of footwear. He stated thaif tate of 5% on
footwear costing up to Rs.1000 per pair would lead to greater diversion ofefoota this
FDWHJRU\ 7KH +RQYEOH "HSXW\ &KLHI OLQDWHWHHWKRX O®GVIDBK D\
at 5% for footwear sold up to Rs.1000 per pair, but for other categtreprdsent rate should
EH PDLQWDLQHG 7KH +RQYEOH "HSXW\ &KLHI OLQLWWRHRU R %
high and the loss of revenue would not be substantial if the rate was reduced ®hPRhalid
K. Anwar, Senior Joint Commissioner, West Bengal stated that in ther 88&T regime, the
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VAT rate on shoes costing up to Rs.500 per pair was 5% but for other categorlesgté Avas

1RZ LQ *67 WD[ UDWH RI PHDQW W KIDQfGHY Was 6 WD W H 1
UHGXFHG WR 6WDWHTV VKDUH ZRXOG IXUWKHU FRPH GR
suggested that tax rate of 5% should be applied for footwear sold for a pocRupO00 per
pair instead of the present Rs.500 per pair while tax rate of 18% should briedrfor other
categories of footwear. The Council agreed to this proposal.

Lower Priced Biscuits

[[LL 7KH +RQTEOH OLQVWHU IURP 8WWDUDNKBKQBKVWIONEHBLWK
at Rs.100 per kilo or below was suffering and they were unable to compethenitinltinational
brands at the current tax rate of 18%. He suggested to bring down the tax rate on biscuits sold at
Rs 100 per Kilogram or below to 5%. He stated that this will help poor peagff®itd biscuit
wiwWK WHD 7KH +RQTEOH &KDLUSHUVRQ VXJJHKN HIGNWKQW W
Committee. The Council agreed to this suggestion.

Caps andTopies

[[LLL 7KH +RQYEOH &KDLUSHUVRQ VWDWHG OUKBW LKH IGDL Gl H H
rates of tax being levied for knitted caps ampisand they had requested that this item should be
taxed at one rate. The Joint Secretary (TRU-I) explained that knittepidplling under
Chapter Heading 6501 and 6505, irrespective of price, were taxed at thé 138 ahereas
DSSDUHO FRVWLQJ OHVV WKDQ 5V ZDV FEDWHIB&DW R SMVR
suggested that tax rate for knitted ¢apf falling under Chapter Heading 6501 and 6505 and
having retail sale value not exceeding Rs.1000 should be reduced from current 12% to 5%. The
Council agreed to this suggestion.

Rakhi

[[LY 7KH +RQYEOH &KDLUSHUVRQ VW D WdakiGfrokhKaR. \OnBhguity)H ZHUH
Joint Secretary (TRU-I) stated that okiglevawas exempt from tax amakhi had no specific
FODVVLILFDWLRQ 7KH +RQTE @dkhidiée thenshbse\Rde of prédciddsy/ WH G v
and semi-precious metal/article, should be specifically exempted from tax. The Gamee
to this proposal.

Annexure-Il (Handicraft ltems)

(xxv) Shri Navin Kumar Chaudhary, Principal Secretary (Finance), Jammu & Kadhewirthe
attention of the Council to Sl. No. 17 of Annexure-Il wherein it was mentioned that ®asoli
not a clear item and the same needed to be checked with the Government of Jammu & Kashmir
In this regard, he clarified th&®asoliwas a type of famous painting called Basoli and as such, it
should be included in the list of handicrafts. The Council agreed to this suggesitunthér
drew attention of the Council to SI. No. 25 (handmade/hand embroidered shawls) and requested
that the rate of tax on hand embroidered shawls be reduced from 12% to SRass ilabour-
LQWHQVLYH SURGXFW PRVWO\ PDGH E\ ZRP Hilgat tisGiould7KH +RC
be discussed with other MSME related issues. The Principal Secretary (Finance), alainm
Kashmir further drew attention of the Council to SI. No.39 of Annexure-Il and requested that the
rate of tax for Ladhaki chappals should be 5%.HTHH RQJEOH &KDLUSHUVRQ REVHU"
chappals may not costing more than Rs.1000 per pair and in that case, it wouldicaitgrfzt
under 5% tax bracket.
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21. For Agenda item 7relating to rate of tax on goods, the Council approved the propdsals o
change in tax rates/clarifications on goadstained in Annexure-l and Annexure-Il, along with the
changes in the rate of tax on goods as discussed above.

22. The Joint Secretary (TRU-II), CBIC introduced the changes proposed in the tateoof
services in Annexure lll to Agenda item 7. He sought the permission of tmeiCmuwithdraw the
proposal at Sl. No.26 of Annexure 1l [to exempt from tax skill programmes hauvitificegion from
Directorate General of Training (DGT) erstwhile Directorate Gener&ngbloyment and Training
(DGET) or Sector Skill Council under GST] as this proposal was subjembrifirmation by the
Directorate General of Training (DGT) that CREDAI was their trajnpartner. He informed that in
the morning today, DGT had clarified that CREDAI was not a trainingn@aof DGT in the Ministry
of Skill Development and Entrepreneurship. The Council agreed to withdraw thegiraip8k No. 26
of Annexure Il of Agenda item 7. Discussion regarding some other proposals retetinate in
Annexure Il to Agenda item 7 and on some other issues is recorded as below:

Annexure Ill and other issues

(i) Sl. No. 2(Request for exempting supply of services to and by Educational Boards to students
for conduct of examination): The Advisor (Financial Resources), Punjab suggested that the
recommendation of the Fitment Committee that services provided by Educational idegrios
exempted but not the services provided by the Boards should be implemented through a
clarification instead of issuing a notification, as otherwise fiefthations may issue demand
notices for the past period. The Joint Secretary (TRU-II), CBIC suggimstedn explanation
could be added to the existing notification 14/2018-Central Tax (Rate) tqg dlasfissue. The
Council agreed to this proposal.

(i) S.No. 17 7TUDQVDFWLRQ YDOXH DQG QRW 3GHFODUHG WDULII" PI
the tax rate applicable for the accommodation service)7 KH +RQJEOH OLQLVWHU ILU
expressed happiness at the proposal to apply tax rate on accommodation services onriransacti
value and not on declared value. He further urged that a decision on SI.No.5 of r&rlivexu
regarding rate of tax on hotels needed should be taken early. He stated that 28% & t@ie w
high and tourism industry in his State was becoming uncompetitive comparedheto ot
international destinations. He suggested that rate of tax on accommodatioessgnould be
reduced from 28% to 18%. He stated that most tourists were skipping India and moving to other
GHVWLQDWLRQV ZKHUH WKH\ FRXOG JHW KRWHDV DR\H KHRMI| &
Minster from Assam stated that hotels would get considerable relief by chahgitgsis of
application of tax rate to transaction value instead of declared tariff. TheSéoiretary (TRU-

I) expressed a similar view. He further pointed out that the Table at page 268 bb¥the

Agenda Note (part of Annexure IV of Agenda Note 7) showed a study of comparative overall

hotel rates of one chain of hotels which indicated that cost of hotel accononadddhdia was

OHVV WKDQ WKDW LQ FRXQWULHV OLNH ODOD\VHLRQ 1EHAH D SR
Minister from Goa stated that at least the cap of room rent of Rs.7500 andpabanight for
DSSO\LQJ WD[ UDWH VKRXOG EH LQFUHDVHG WR 5V S
stated that a big relief was already being given in this Council Meetingctmmmodation

savices by applying the tariff rate on transaction value instead of declared vaiutherF

relaxation regarding increasing the cap on minimum room rent from which thoé 8% would

apply could be examined further by the Fitment Committee.

(i) SI._No. 12 (Proposal to declare services supplied by Central Government, State
Government, Union Territory or Local Authority by way of any activity in relation to any

Page35 of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM



function entrusted to a Municipality under Article 243W of the Constitution as nether

supply of goods nor services)The CCCT, Andhra Pradesh stated that the proposal to declare
VHUYLFHY SURYLGHG E\ PXQLFLSDOLWLHV DV 3QR MXWSSO\ RI
some Municipalities were smaller than Panchayats. The Senior Joint CommigSanerercial

Tax, West Bengal stated that under the present GST laws, servicelegrdoyiPanchayats qualify

DV 3QR VXSSO\" DQG LQ RWKHU SODFH DV *H[HPWWHVYHUVYYEHN"
provided by Panchayats was to be treated as neither as supply of good nor servidesothen i

not come under the purview of computation of aggregate turnover. But, if it was to be treated as
exempt supplies, then the annual turnover of Panchayat would need to be assessksd after a
taking into account the turnover of exempt supplies and if this exceeded Rs.20 lakh, then
Panchayats would need to take registration under GST. As a result, even small Panoliyats
become liable for registration. This anomaly was proposed to be rectified throoghcation

so that even if Panchayats rented some property, it was not required to take registtiagion if
annual turnover of taxable supply was less than Rs.20 lakh. CCT, West Bengahatatedas
proposed that similar treatment should be given both to Municipalities and Pasch@yar,
Guijarat stated that this issue could also be addressed by putting renting serfAeeshmyats

and Municipalities under reverse charge. However, if a Municipality rented a graparhon-
registered person, no tax would be payable in this situation. The Council agreedrtfices

given by Municipalities under Art. 243W of the Constitution would be treated as nly sfipp
goods or services. It also agreed to the other recommendation of the Fibmenittée to revert

Entry 5 of Notification N0.12/2017-CT(R) to what it was prior to its amendwidaiNotification
N0.32/2017-CT(R) dated 13.10.2017.

Custom Milling of Paddy

LY 7KH +RQYEOH OLQVWHU IURP &KKDWWLYVJIDUprgdr&dW HG W K
paddy and then gave it for custom milling which was taxed. As the millingimgertaken on
behalf of FCI, he suggested that no tax should be charged on custom milling of Fduy.
+RQYEOH &KDLUSHUVRQ VWDWHG Witrerw/Covhknlitee. HReXQOUBCIEH H[D P
agreed to this suggestion.

Tax on coaching of various sports

Y 7KH +RQTEOH OLQLVWHU IURP $WadDaRax ol EpuvtsiastiuiisicivasS U H V H (
coaching for boxing and badminton and he suggested that sports and cultural activities should be
exempted from tax. The Secretary stated that the basic issue relettadying of tax on coaching
for sports activities and this could be examined by the Fitment Committee. The Gauaeil
to this suggestion.

23. For Agenda item 7 relatedto proposed changes in rate of tax on services, the Council
approved the proposals Ahnexure-11l to Agenda Item No.7 except the item at SI.No.26 which stood
as withdrawn. The Council also agreed that in relation to Sl. No.2, an explanatidresiddied to the
existing notification 14/2018-Central Tax (Rate) to clarify thatises provided by Educational Boards
are exempt.

24. In relation to proposals Ahnexure 1V relating to goods (List of goods which require further
examination by the Fitment Committee), on the issue of footwear appearing sgenda item, the
Council took a decision as recorded under discussion on Annexure | and agreed to fretisat of
the Fitment Committee.
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25. In relation toAnnexure IV relating to services (List of services which require further
examination by the Fitment Committee), the Council agreed to the proposad-ainent Committee.

26. In relation tcAnnexure V of Agenda Note 7(List of goods not recommended for change in
GST rate), some of the goods covered under this Annexure where the change in rateas et
recommended by the Fitment Committee were discussed during the discussion on Anttefgestia
Item No.7 wherein the Council took various decisions relating to reductioreiofritx or referring the
issue to the Fitment Committee. These include phosphoric acid (SI. No. 69)nbliPolacrilex Gum
(SI.No.71); and food products (SI.N0.90). In addition, following issues were discussed:

() SI. No. 83(equal treatment to various semi-precious stones in Gems and Jewellery Sector):
7KH +RQYEOH OLQLVWHU IURP 5DMD VW KpeQols\&tdh&\sHABIdWeK D W W K
reduced from the current 3% to 0.25%, though the Fitment Committee had not recoththénde
reduction. The Secretary stated that the main reason for levying tiae edte of 0.25% on
diamonds was to avoid blockage of funds of Jewellery as most of rough diamonds weredmpor
The rate of tax on semi-precious stone was only 3% and the fund blockage wolid vieoy
KLJK 7KH +RQTEOH OLQVWHU |U RiechisMtioNesMiKeDc@nalt®VedDdV HG W |
WDQ]IDQLWH ZHUH PRUH SUHFLRXV WKDQ HYHQ GLVPRQXH 7Kl
could be considered at a later date.

(i) SI. No. 101 (IGST exemption on import of machinery betweerfluly to 12 October, 2017,
i.e. till the date EPCG exemption was restored on 12.10.2017he CCT, Gujarat requested
that this issue should be considered sympathetically in the interest of exporecfbiay stated
that giving a retrospective amendment would be difficult.

27. In relation to Annexure-VI of Agenda Note 7 (List of services not recommended for change in
GST rate), the Principal Secretary (Finance), Jammu & Kashmir on bdhii dxcellency the
Governor of Jammu & Kashmir, brought to the attention of the Council, item ab &1 Nto exempt

all kinds of supply of services by Shri Mata Vaishno Devi Shrine Boatdal@m GST) and SI. No.22

(to exempt all kinds of supply of services by Shri Amarnathji Shrine Boand 8ST) and requested
WKDW WKH VHUYLFHV E\ ERWK WKH 6KULQH % R DHJ G¥Y DAKRSHIIG/ FE®I
stated that the Ministry of Culture had come up with a scheme to reienbaxes on inputs used in
preparing food in langars, etc. when distributed free and they should take advantage of tles ddbem
added that upfront exemption of tax on inputs going into preparing food etc. in a efigiine would

not be possible as it would be very difficult to assess as to whatwenespurchased for use in the
temple.

28. After discussion, the Council approved the proposals under Annexure VI (List akeSearot
recommended for change in GST rate).

Discussion on Table Agenda for rate reduction in Goods

29. 7KH +RQYEOH &KDLUSHUVRQ VWDWHG WKDW DFKMHEOBD V$JIH (
Annexure 6 to the Minutes) on the basis of representations received to furthertpripeesent 49

items in the tax bracket of 28%. He stated that some of the items in 28% tax bracket were sin goods or
luxury goods on which in addition to 28% tax, cess was also being levied. iBgcthis category,

there were about 20 items which were in the 28% tax bracket. These 20 items felbintaggories.

The first category was of those goods for which revenue accrued as insgaseghiplies and thus these

were wash transactions. The second category was those goods which went toclesddtonsumption

such vacuum cleaner, small television, refrigerators, etc. on which such eatdaghf tax gave the
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incentive to evade tax. He stated that most of these products could nodergersidered as luxury

goods. He further observed that if the rate of tax on middle class consumption go®dsduced from

28% to 18%, it would boost demand. Taking this into, the Table Agenda was circulapedipg
UHGXFWLRQ RI WD[ RQ LWHPVY OLVWHG W KHWHWL QR P HVKRIX& W B W
the proposal to reduce the rate of tax on these 17 items from 28% to 18%.

29.1. 7KH +RQYEOH OLQLVWHU IURP *RD VXSSRUWHG®G RWHG SLUNRKBRRW L
from 28% to 18% for the benefit of the middle class. He observed that revenuelddde made up

by tax buoyancy. He also stated that e-way bill would improve complianceaddiéal that it was

important that a message should go that the Council cared for the middle clasatediehat this was

a proposal in the right direction where only sin and luxury goods should be taxed at the rate of 28%.

29.2. 7KH +RQYEOH OLQLVWHU IURP *RD TXHVWLRIQWB[ WKRIPUDWLR
to 18% for items covered under SI.No.14 of Table Agenda (Video games consoles and machlaees, arti

and accessories for billiards, other games operated by coins, banknoteasine.,games and other
>RWKHU WKDQ ERDUG JDPHV RI @ 7KH +RQTEDMHHVLQLVW
should be removed from the entry of SI.No.14. Ms. Renu Sharma, Principal Secretary, (Finance), Delhi
suggHVWHG WKDW LWHPV FRYHUHG XQGHU 60 1R R RMXIHE OHE O H
Chairperson agreed to this suggestion. He stated that it would send a bad siphatédax rate on

games etc. which could be potentially used in casinos and suggested to exclude goods ateregtd un

No. 14 of the Table Agenda from the proposal to reduce tax from 28% to 18%. The @gremil to

the proposal.

293. 7KH +RQYEOH OLQLVWHU IURP $VVDP VXJJHDWHIBsQatdD W WKH
at SI.No.11 [special purpose motor vehicles, other than those principallyeda the transport of

persons or goods (for example, breakdown lorries, crane lorries, fire figietiigjes, concrete-mixer

lorries, road sweeper lorries, spraying lorries, mobile workshops, mobile radalogit), SI.N0.12

(works trucks, self-propelled, not fitted with lifting or handling equipment, ofytbe used in factories,
warehouses, dock areas or airports for short distance transport of gaottsstof the type used on

railway station platforms; parts of the foregoing vehicles) and Sl. Ntrallgrs and semi-trailers; other

vehicles, not mechanically propelled; parts thereof (other than self-loadietf-onloading trailers for
agricultural purposes and hand propelled vehicles (e.g. hand carts, rickshaws art tasifital drawn
YHKLFOHV@ VKRXOG EH UHFRQVLGHUHG GXH ®HUSR®@ H/QWDLVDKDG U!
revenue loss involved on these three items was not very substantial and thextfaazjuction could

be considered. He stated that revenue loss involved in the proposed reduction from 28% téhE8% on
goods covered under the Table Agenda would be around Rs.6315 crores.

294. 7KH +RQYEOH &KDL U Sikhdt\h& Wasl prapesikdtt) wihdtanwwihid items listed at
SI.No.17 of the Table Agenda [smoking pipes (including pipe bowls) and cigar or cigarette holders and
parts thereof] under Chapter 9614 as these were sin items and any reduction in tax on them would send
a wrong signal. He also stated that he was proposing to withdraw the propesatoavder Sl. No.

16 of the Table Agenda (all dutiable articles intended for personal use) esvierage of these goods

would be too wide. The Hon'ble Chairperson suggested that items covered under SI. Nosad 4,716 a

of the Table Agenda should be excluded and washing machine (Chapter Heading 845®eshadsdl

for the proposed reduction of tax from 28% to 18%. The Council agreed to these suggestions.

29.5. The Principal Secretary (Finance), Delhi suggested that proposal to tfezluate of tax on

goods covered under Sl. No. 15 of the Table Agenda (scent sprays and siratlaptays, and mounts

and heads therefor; powder-puffs ad pad for the application of cosmetics gorepatations) should

EH UHFRQVLGHUHG DV WKHVH ZHUH XVHG E\ ULFHUSRUVWVR®WDU7K
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VXJIJHVWHG QRW WR H[FOXGH WKH LWHPV FRYHUHG XQGHU 60
Chairperson stated that more and more middle-class women used perfumes and percentage of thos
using very high value perfumes would be very small. He suggested that this propokhbstaccepted.

The Council agreed to the suggestion.

29.6. 7KH +RQYEOH OLQLVW HlguestiarPasity Whp €enie bt lwilsHh Gt being considered

IRU UDWH UHGXFWLRQ 7KH +RQTEOH &KDLBEBH WB\DRIQVV WDIWE HFEH WHK
being left out of the purview of tax reduction because of high revenue invo#€d., West Benda
VWDWHG WKDW WKH +RQYEOH )LQDQFH OLQERW HEORI &HLR @W D Q/M
Minister in November 2017 urging reduction in rate of tax on the items covered28¥dente bracket

and he had conveyed his support to the propdd¢diGXFWLRQ LQ UDWHYV 7KH +RQYEO
WKDW KH KDG DOVR WDONHG WR WKH +RQWHKAN &RXHIFQLIOQQ N M\M L
she also supported the proposal to give relief to the middle-class people.

29.7. 7KH +RQ 1 E Oddn&ttBdthhBAhshing machine falling under Chapter heading 8450 was
left out of the Table Agenda. He proposed that tax should be reduced onmthédsibefrom 28% to

18% as it was used widely by the middle class. He added that the revenuedruolaccount of tax
reduction on this item was about Rs.1560 crore. CCT, West Bengal expressed that imalstuliag

was still done by hand by 75% of the population and also the use of washing maatibad for
HQYLURQPHQW 7KH +R Q fhat@ it &f lwdkingd SassMoRE) Dé&tl Dashiih@Gmachines
and added that rate reduction on washing machine would come as a great relief to middle class women.
The CCT, Punjab supported the proposal. He, however, stated that the estimated osgetwe 1o
reduction of tax in 15 items (from 28% to 18%) appeared on lower side. The Bestatad that
revenue implication had been worked out taking into account abdtirdd8iction in tax and it was
estimated on the same basis as done before in thE@ancil meeting held at Guwahati on 9 and 10
November, 2017 where the estimated revenue loss turned out to be the correciccalecat®d on
actual revenue numbers.

29.8. The Joint Secretary (TRU-I) drew attention to the recommendations of the FKitomemittee
at Sl. No.10 of Annexure |, under which it was sought to provide exactly the same treatiness
kerosene pressure stove as has been provided to kerosene stoves of iron ¢tesfgelposed that
accordingly brass kerosene stove may be taxed at the rate of 12% but paofswibatd attract tax at
the rate of 18% (same as for iron and steel stove).

299. 7KH +RQTEOH OLQLVWHU IURP 7DPLO 1DGX VWDWHG WKDW Kl
had requested for reduction of tax on 42 goods and 9 services. He requested that it seoatddxd r

in the Minutes and the suggestions should be considered by the Fitment Committee at the earliest. The
Council took note of the same.

30. ForAgenda Item 7, the Council decided the following:
30.1. For Annexure |, approved the proposed changes in rates of tax with the followinghemisnd
(i) To exempt from tax deities made of wood along with deities made of marble and stone;

(i) To reduce the rate of tax on Hand Operated Rubber Roller from 18% tori®#%eaFitment
Committee to study the possibility to further reduce it to 5%;

(i) Kota stone and similar stones (except marble and granite) othethtbsgawhich are polished
shall be taxed at the rate of 5% while polished Kota stone and similar stones shall la¢ tfasxed
rate of 18%;
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(iv) The Fitment Committee to work out a definition/scope of polished stone imltatien with
officers of Rajasthan and Andhra Pradesh.

30.2. Approved change in tax rate/input tax credit refund in respect of the following goods:

(i) To allow refund of input tax credit on account of inverted duty &iradn the textile sector which
shall be implemented from a prospective date; purchases made after the date atiowtific
implementing this provision shall only be allowed refund of input tax caeditthe earlier input
tax credit lying in balance on the date of such notification shall stand lapsed,;

(i) To reduce tax on fertilizer grade phosphoric acid from 12% to 5%;

(iii) To reduce the rate of tax on ethanol for sale to Oil Marketing Corepdni blending with
motor spirit from 18% to 5%;

(iv) To reduce the rate of tax on zip and slide fasteners from 18% to 12%;

(v) To charge tax at the rate of 5% for footwear sold for a pyic® Rs.1000 per pair instead of
the present Rs.500 per pair, while tax rate of 18% to be continued for otdymr s of footwear;

(vi) To reduce the rate of tax rate for knitted tapi/falling under Chapter Heading 6501 and 6505
and having retail sale value not exceeding Rs.1000 from 12% to 5%;

(vii) To exempt from taxakhi other than those made of precious and semi-precious metal/article;

(viii)  Fitment Committee to review/consider reduction in rate of taxioklgy cakes; different
categories of eggs; other processed food products (Sl. N0.90 of Annexure V); NicotardeRola
Gum (SlI. No.71 of Annexure V); products consumed on cruise liners; biscuits sold at Rs 100 per
Kilogram or below;

30.3.  For Annexure ll, approved the proposed changes in rates of tax with the following amendment:

() To clarify thatPasoliwas a type of famous painting callBdsoliin Jammu & Kashmir which
was a handicraft item to be taxed at the same rate as other paintings (12%).

30.4. For Annexure lll, approved the proposed changes in rates of tax on SerVidhs fatlowing
amendments:

(i) to withdraw the proposal at Sl. No.26 of Annexure Il to exempt fromdiai, programmes
having certification from Directorate General of Training (DGT)vende Directorate General
of Employment and Training (DGET) or Sector Skill Council under GST;

(i) For Sl. No.2, instead of issuing a new notification, to add an explanation in tegngxi
notification 14/2018-Central Tax (Rate) that supply of services by EdudaBoasals to students
for conduct of examination shall be exempt from tax;

(iif) For Sl. No.12, services given by Municipalities under Article 243W of the Qatisti to be
treated as no supply of goods or services;

(iv) Fitment Committee to examine relaxation regarding increasing the cap enumnbom rent
from which the rate of 28% shall apply; exemption of tax on custom millipgady; charging
of tax on coaching for sports activities.
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30.5. For Annexure IV, Council approved the proposal of the Fitment Committee escejpe f
following:

(i) For SI. No. 1 (footwear) on issues relating to goods, rate of tax alreadeddsi the Council as
recorded above in relation to Annexure | decisions.

30.6. For Annexure V, Council approved the proposal of the Fitment Committee excepotiad
issues:

(i) rate of tax on phosphoric acid (SI. No. 69) decided to be reduced as already rasqpdedof
decision of the Council in Annexure | above;

(i) To refer the following goods/issues for reconsideration by the drtn€ommittee: Nicotine
Polacrilex Gum (SI.No.71); food products (Sl. No.90) #radissue of equal treatment to various
semi-precious stones in Gems and Jewellery Sector (Sl. No. 83);

30.7. For Annexure VI, Council approved the proposals of the Fitment Committee.

30.8. Approved the reduction in the rate of tax from 28% to 18% for goods covemdhmdable
Agenda Annexure 6 of the Minutes) except for the goods covered under Sl. No. 14, 16 and17 and
including Washing Machine covered under Chapter Heading 8450.

Agenda Item 8: Reports/Recommendations of different Committee/Group of Ministers (GoMs)
for information/approval of the Council

Agenda Item 8(i): Recommendations of the Committee on Lottery

31. The Secretary invited the Joint Secretary (TRU II), CBIC to brefChuncil regarding the
recommendations of the Committee on Lottery. The Joint Secretary ([JRCBIC stated that the
Terms of Reference of the Committee on Lottery was to examine and recommend agislé flow
of GST to lottery to consuming States, and in this context, to examine isguesrtinuance of reverse
charge on lotteries, exemption from tax for supplies beyond the first stagieo§ ®istributor, any
necessary changes in 'place of supply rules' or Lottery Regulation Act, 1998 and ampmatieeted
issues.

31.1. He informed that the report of the Committee was submitted whicht isf gamnexure A of
this Agenda item. The Committee has made the following recommendatiohe forisideration of
the Council:

A clarification may be issued that:

a. If the organising State is registered in the State in wwWwiKH RUJDQLVLQJ 6WDWHT
being sold ohas a fixed establishment there, then the supply of lottery by organising State
to the lottery distributor or selling agent is an intra-State supply on wiSTGnd SGST
of the consuming State is to be paid under reverse charge by the Lottery Distributor;
b. , WKH RUJDQLVLQJ 6WDWH LV QRW UHJLVWWHH\G Q@ BRWWHU
is being sold or does not have a fixed establishment there, then since the disgdflirigr
agent will necessarily be registered in the consuming State (requiremenisrofesection
25 of GST Act and the [proposed] rules framed by State Governments under Section 12 of
the Lotteries (Regulation) Act, 1998), the transaction at first pointstfilalition chain
between the organising State Government and the lottery distributor/ se#imy sttall be
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an inter-State supply on which IGST is to be paid under reverse charge by éhe lott
distributor/ selling agent (Draft circular annexed to the report of the Committee).

31.2. The lottery organising States and the States in which lotteries are ednsuay frame
following rules under Section 12 of the Lotteries (Regulation) Act, 1998:

a. An organizing State shall sell lottery tickets meant for a partiel8#ate> to a distributor located
and registered in that <State> only.

b. A distributor located and registered in a <State> selling tickets of anotlenizingy State shia
buy such tickets directly from the organizing State Government.

c. W VKDOO EH FRPSXOVRU\ IRU WKH RUJDQLVLQJ6OMIDWMH'! W
21/<” RQ HDFK SDSH Drait RINEdNAte @iné¥ddRdNtheWweport of the committee as
Annexure 4).

31.3. The Council agreed to the recommendations.
32. For Agenda Item 8(i), the Council approved the recommendations of the Committee on
Lottery.

Agenda ltem 8(ii): Recommendations of the Committee on IGST

33. The Secretary informed that this Agenda item was discussed in neteil Officers meeting
held on 20 July, 2018. He stated that a lot of concerns were expressed by States as & vainyd@t
was accumulating so much. It must be ensured that IGST accumulation did narattoiexamine
this issue, earlier a Committee on IGST had been set up with Shri Ritvik Pandey, Joint Sé&xn&ary
as its co-ordinator. He then invited the Joint Secretary, DoR to préasemiain recommendations of
the Committee on IGST. The Joint Secretary, DoR stated that after an ao&lysispportioned
amount of IGST, the Committee on IGST had recommended to awk®csettlement of the un-
apportioned amount of IGST. In the month of February, 28d8&)ocsettlement of Rs.35,000 crore
was approved. In March, 2018, the Council constituted a committee on IGST to study anslthddres
problem of IGST accumulation He stated that collection of IGST every month waisR&60,000
crore. Initially, in August, 2017, settlement was of Rs.11,000 crore and in June, 2018, settlasnent
about Rs.30,000 crore leaving a gap of about Rs.20,000 crore. He stated that as theramsatamatr
credit of IGST, the settlement of IGST had started right from theddtariplementation of GST from
the level of Rs.11,000 crore. However, because of accumulation of IGST credit, twdopadvis
settlements were done, one of Rs.35,000 crore in February 2018 and the second of Rs.50,000 crore i
June 2018.

33.1. He pointed out certain reasons for accumulation of balance in IGSTIedgeit. He stated
that the settlement of IGST depended upon use of IGST credit for paym@@Sif and SGST. In
April 2018, the net accumulation in IGST credit ledger was about Rs.15,000 croresvhehaze 2018,
the net accumulation was only about Rs.4,000 crore which showed a drastic reduction in accumulation
in last three months. He stated that the net accumulation of IG30ntd| 2018 was about Rs.1.16 lakh
crore. The Secretary clarified that IGST paid by a taxpayer goes to theld@g¥ of the purchaser
which implies that IGST paid to the tune of Rs.1.16 lakh crore was lying in batative ledgers of
various taxpayers. This amount could potentially be used in any month by any taxpayee tussettl
CGST and SGST liability. He added that even during pre-GST period, gfvamytime, during the
preceding three years, there was an accumulated balance of CENVAT and ServieglT fxtire tune

of about Rs.1.50 lakh crore and a similar balance was now being reflected@Sthéedger. For the
first three months of this Financial Year, the IGST balance after the settlantergfunds was in the
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negative. However, the previous year balance of Rs.1.68 lakh crore would be contiaUidbitiy

that could be claimed by the taxpayer any time. He further informed that R&d% 000 crore was

paid as IGST on B2B transactions during July-December, 2017 but no credit for the same was taken by
the end of financial year. As time allowed for claiming input tax creditariddger was till September

2018, one should have a safe margin of Rs.1.5 to 1.6 lakh crore in the IGST head anubtimt was

not yet due to the Central Government or the State Governments. It had to be kept inftwaleeckor
payment of CGST and SGST.

33.2. The Secretary further stated that IGST model was brought in &ftefaonsideration and if

it was found to be not working well, one option was to switch to a new system to ordg €@sT

and SGST. In this model, for the goods going from, say, Maharashtra to Madhya Pradesh, tihg expor
taxpayer would pay CGST and SGST and when the same reaches Madhya Pradesh and when credit of
tax is utilised by the purchaser in Madhya Pradesh, then there would be a mutual dettééwesn the

two States. He observed that cross settlement between States would be very compiginatidgor

State would always have a significant balance. This model would not affecettiral Government as

it would get the CGST upfront.

33.3. The Secretary further informed that a paper has been written by ShaskaB and Shri Vijay
Kelkar of Pune International Centre in which it is proposed to make CGSTepaymmediately and
to pay SGST as IGST for settlement with the States. He stated that thiswasddbko fine with the
Central Government. He added that the Central Government would not like to K&Eh#ance
beyond Rs.1.6 lakh crore and would give provisional settlement to the States for bataegting this
amount. He suggested that the Committee on IGST could examine both the modells pagment
of CGST and SGST upfront and the model suggested by Shri V. Bhaskar and Shri Wy Rde

Council agreed to this proposal.

334. 7KH +RQTEOH "HSXW\ &KL Héd@HaQrtkeW ATUedirhe' #1s0, kheréAvisaue

RI FUHGLW O\LQJ LQ WKH WD[SD\HUYV FONCLOW RHFR X WX H7 KHHS\D
parking of such a large amount of IGST would require a serious rethink of CGSIGS8Id model.

The +tRQTEOH &KDLUSHUVRQ LQIRUPHG WKDWWKKIHERRPEWWHRIRRBO,
and they should give their suggestions. The Council agreed to this suggestion.

335, 7KH +RQYEOH &KLHI OLQLVWHU RI 3XG X Hitd@l\SepreinbetrVWHG W
2018 and then apportion the shares to States including to Delhi and Puducherry. TheyStateda

that the data regarding credit reversal, credit utilised and credit rem &tall be available after
September, 2018 in the annual return and then the settlement amount would also cover Puducherry and
Delhi. The Secretary stated that prior to GST also, about Rs.1.5 lakh crore leegdarked in the
Consolidated Fund of India by way of credit of Central taxes and now it had become IGST amount and

only the form had changed. He stated that 42% of this revenue would be devolved toethe Fat

said that this devolution was done despite reservations of the Comptroller and Sedigwal of India

keeping in view the fact that if this amount of Rs.1.6 lakh crore was notvéelydhen every State
Government would face serious fund crisis.

336. 7KH +RQTEOH OLQLVWHU IURP $VVDP VWDWHG WKDW WKH SU
would have a far-reaching impact. Origin State would have huge amounts of tax paitkebGtiate
Consolidated Fund. The destination State would have to wait for settlement till the@inpredit was
utilised by the buyer in the importing State and the amount for which tapatredit was not utilised,
would never come to the destination State. He stated that some method should berfsettiihfp
IXQGV IRU '"HOKL DQG 3XGXFKHUU\ LQVWHDXH RRIRWI QA H WKL HE DWE&
of Puducherry stated that the question was askdbwW ZRXOG EH WKLV PHWKRG 7KH +R
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Assam stated that the system of devolution as per the Finance Commissiora fehowild not be

disturbed and everyone should wait till September 2018 to see what was the IGST balance lying at that
time. 7KH +RQYEOH "HSXW\ &KLHI OLQLVWHU RI '"HOKL VWDWHG WKD
distribution pattern of IGST,; (ii) The relationship between CGST, SGST and; I@ Whether the

decision taken in March 2018 was right or wrong.

33.7. The Secretary stated that for future accumulation of IGST wieeeecertain solutions proposed
by the Committee on IGST. However, if accumulation of IGST continued evertregsar solutions
were implemented, then provisional settlement would be done.

338. 7KH +RQYEOH "HSXW\ &KLHI OLQLVWHU RKH HIDXV W WADW HAD W K:
including the IGST amount of Rs.1.6 lakh crore up to March 2018. This led to loss of rev@mallei t

as they did not get any revenue. He stated that any decision regarding IGST shakauh lvéth the

approval of the Council or the GIC and it could not be unilaterally decided by the Central Government.

The Secretary stated that no unilateral decision was taken. In factwdemreo option as the IGST

forms part of the Consolidated Fund of India and since it was part of the Consolidadeaf Fudfia,

the Central Government had no option but to devolve it to the States. éefoWewntral Government

did not have the option to distribute Rs.1.6 lakh crore as it was a lidbilityture and it was a liability

of the Central Government. He added that in future too this balance would need to be maintained.

339. 7KH +RQTEOH '"HSXW)\ &K Lstdted th&x théyhedsuBRsuredCeKtty tax, luxury
tax, etc. but there is no liability of input tax credit. The Secrettated that there was a total of Rs.70,000
crore balance in SGST ledger as well.

33.100. 7KH +RQTEOH &KLHI OLQLVWHU RI 3XGXFKHUNW WADX\DH/G QR K\
correct. C&AG could not go against the GST Law. The funds that were edli@atier GST Law must

be apportioned under GST and it could not go to the Consolidated Fund of India. It was important that

they also must get their share of revenue. CCT, Tamil Nadu stated that it pestaithto remember

WKDW 5V ODNK FURUH ZDV QRW RQO\ &HQWUHTWPRG@N\ DQGRI
therefore, IGST amount lying in the Consolidated Fund of India was differentirerian the amount

lying earlier on accouw RI & HQWUDO ([FLVH DQG 6HUYLFH 7D[ FUHGLW 7K
the amount of Rs.1.6 lakh crore could not be kept anywhere except in the Coeddfidiadl of India.

After September 2018, a part of it would be distributed as per the GFIX@® D 7KH +RQTEOH &
Minister of Puducherry stressed the point that he wanted an assuraristtiition of amount would

EH DV SHU WKH *67 IRUPXOD 7KH +RQYEOH &KDLUSHUVRQ VWDW
depriving anyone of its share. Earlier too the Central Excise and Service Tax went to the Consolidated
YXQG Rl ,QGLD DQG SRWHQWLDOO\ FRXOG EH FODEZRHG+RE TEWHIG L
Deputy Chief Minister of Delhi stated that Minutes should record the disagrdéeof the Union
THUULWRU\ RI '"HOKL ZLWK WKH H[SODQDWEIRK RRIMHIEOH ED\LW KWHWHR
Tamil Nadu also requested to record his disagreement.

33.11. The Joint Secretary, DoR stated that there was a proposal to chamgesshetilisation

provision of input tax credit under GST Law which would require the taxpayersttagi IGST credit

for payment of CGST / SGST before using CGST / SGST credit. This wouldsad@®&T cross
utilisation and would reduce the balancg iWKH ,*67 FUHGLW OHGJHU 7KH +RQTEO!
the collection in first eleven months of GST implementation revealed that 8@i8dtion was higher

than CGST collection which showed that a larger portion of CGST credit wagygethausted. The

Secretary pointed out that if Centre gave more provisional settlement, thtenfiSances would be

benefitted but one has to be also mindful of the finances of the C&alvatnment. He pointed out

that in 2017-18, the total revenue of States was Rs.3.39 lakh crore, whereas tth@atCentral
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Government was only Rs.2.05 lakh crore. Similarly, in Financial Year 2018-19, tbee t8tal revenue
including compensation was Rs.1.39 lakh crore, whereas that of the Central Governnieatlwias
lakh crore. He stated that the revenue position of the Central Governmsintlso be taken into
account and it would need to hold Rs.1.6 lakh crore as a liability for future settlements.

33.12. 7KH +RQYEOH &KDLUSHUVRQ REVHUY lite wild Dome \doy if D P R X Q W
proposal made by Tamil Nadu and Delhi was accepted. The CCT, Tamil Nadu stated that in the year 6

of implementation of GST, the method of IGST settlement would make a bégetifie. He further

stated that instead of recording disagreement of some States, conceetts,dl@th-East and Tamil

Nadu would need to be addressed. He suggested that a Committee should be form@kdainmaizn,

CBIC, Shri S. Ramesh, to look into these issues and Finance Secretaries of fowwoStatag four

different regions, namely, Delhi, Tamil Nadu, and one each from North East and West along wi
Principal CCA (Chief Controller of Accounts), CBIC and Joint SecretapR could be part of this
&RPPLWWHH 7KH +RQYTEOH &KL Hed hatQik Stete-sbouRllal3kke EdrtkotHitisU \ V W L
Committee. The Hon'ble Chairperson agreed to this suggestion. The Council agreed to thearonstitut

of the Committee as proposed by the Hon'ble Chairperson.

33.13. The Joint Secretary, DoR stated that the second reason for acamufldGST was that
ineligible input tax credit was not being reversed. He stated that mamefaaf exempt goods are not
eligible for input tax credit, and banking and financial companies are eligible only for 50%ubfax
credit. Many of such entities were taking only the eligible amount of input tax aredtheir ledger.
Had the taxpayers taken the full amount as input tax credit and then reversedid@®tewver proportion
for which they were ineligible, then IGST to that extent could have been apportdhat tate where
the taxpayer was registered. He informed that in GSTR-3B informationfiedender Table 4 was
meant to facilitate settlement but taxpayers were not declaring reveraay ahput tax credit and
ineligible input tax credit. So information regarding ineligible input tax creditneagetting captured
and amount was remaining un-apportioned. He stated that the total credit @Jvé&able was Rs.4.20
lakh crore but credit taken in the ledgers of taxpayers was only about Ralkh3&ore. In fact,
Rs.45,000 crore was not reflected in any input tax credit ledger as they wéeatndhg in the tax
returns and hence they were not getting apportioned. He informed that in omidnetssahis problem,
it was proposed that in the format for Annual Return under GST law, a Tabledacitetion of ITC
available and ITC availed as mentioned in paragraph 18 of the Agenda Note 8(ii) should be inserted.

33.14. The Joint Secretary, DoR stated that the third reason for IGST accumulasiqgrending
refunds of input tax credit of IGST. He stated that an amount claimed as refudebiasd in the ITC
ledger of the taxpayer but the amount remains in the IGST account till the refgivén. He stated
that this was not a big problem and the fund blockage was transitory in nature.

34. For Agenda Item 8(ii), the GST Council decided the following:

(i) To approve the recommendations of the Committee on IGST to change the oroessof ¢
utilisation in the GST Law requiring the taxpayer to first use the 1&@8dit for payment of
CGST / SGST before using CGST / SGST credit and to add a tableo€itetion of input
tax credit available and input tax credit availed in the format for annual return;

(i) To set up a Committee under Chairman, CBIC consisting of Finance Secretariefipf Del
Puducherry, Tamil Nadu, and one each from the States of North East and West #iong wi
Principal CCA, CBIC and Joint Secretary, DoR, to address the concerns raiselingegar
treatment of IGST amount vis-a-vis the Consolidated Fund of India.
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Agenda Item 8(iii): Recommendations of the Report of the Task Force to suggest measui@s
creating an Eco-System for Seamless Road Transport Connectivity

35. The Secretary invited the Joint Secretary, Department of Revenue (Do&ld a presentation

on this Agenda Item. The Joint Secretary, DoR stated that in order retwnsively review the
benefits of GST to reduce the burden on logistic sector, the Counsilli#l'iMeeting held on 16 March
2017 had decided to constitute a Task Force to Suggest Measures for Creating an Edosystem
Seamless Road Transport Connectivity across the country. He stated that with the iotraf@8T

and a uniform nation-wide system of e-way bill with no physical check posispbdation of goods

had substantially become smoother but there was a scope for further improifesmentiti-sectoral
approach was taken. He stated that the Task Force had submitted its reporteanciritidated to all

the States on 17 July 2018.

35.1. Inthe presentation, the Joint Secretary, DoR highlighted that road transport accounted for bulk
of freight movement and one of the major reasons for delay in the movement pbtraebicles was
checking at border check posts for activities like toll payment, checks condudBmirisgercial Tax
officers, Police and Transport department, State Excise authorities, Animal Hyshdirtes and
Minerals. Though the Commercial Tax check posts have gone, many other still remain. He stated that
the e-way bill system in GST provides ipriori declaration by the supplier on the IT system with a
system-based verification. It follows a risk-based approach where physical checks areedoimduct
very small number of cases and there is also an onus on officers to report physikalioha time

bound manner. There is also a provision for the person incharge of a vehicle to report if his vehicle has
been stopped by an officer for more than 30 minutes. He stated that there waslaypokgitegrating

e-way bill system with other systems like VAHAN. It could also be usedthgr systems. The
electronic verification could be through RFID (Radio-Frequency IdentificationlsPg (Global
Positioning System). He stated that instead of physical proof of delivery, arokie€&troof of Delivery

(e-PoD) could be integrated with e-way bill. He stated that the pegsiiem could also be reviewed.

He further stated that the report had suggested to use GPS and its integriatiba edtVay Bill System

as it was better than RFID technology and its cost was reducing over a gietiioeé. Majority of
transport vehicles were already using GPS and use of GPS may be made mandatiatoith
Vehicles Act. A provision could also be made for mandatory sharing ofd@RSwith NIC. Another
recommendation was to dovetail GST and Transport Internationaux Routiers $bribhatbber of TIR
CARNET holder can be treated as a valid e-Way Bill.

35.2. The Joint Secretary DoR further stated that the report also recommendeithigenroutine

checks and the same should be done only on risk assessment. There should be authoriation by
significantly high level of officer for conducting such checks and there glheuh system of mandatory
reporting of checks. The report also suggested rationalization of check posts atelhrateyavoid
routine road checking of vehicles. The report has also suggested integratzoioo$ databases like
VAHAN, SARATHI and NCRB (National Crime Records Bureau). Separaleassessment matrix
could be developed for each purpose as has done by the Customs Department.

35.3. The report also highlighted the need for real time updation of VAHAN datapasegional
Transport Offices (RTOs) to capture fithess certificate, pollution undeérotomsurance, permit etc.
The report has also recommended to harmonize Carriage by Roads Act, 2007 abawGST also
suggested electronic payment of toll, all types of payment including on-road getalbe made on-
line, reforms in Passenger transport segment, alignment of various fornastétevtransport of goods
and e-Way Bill.
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354. 7KH +RQYEOH &KDLUSHUVRQ REVHUYHG WKDW LWHEZWR WD ZRR
still facing several difficulties because of which it had been goingrike st He observed that while

check posts had stopped, there were complaints of harassment by flying squads. He enquired whether
instances of harassment could be put in public domain. Joint Secretary, DoReththahthere was

already a provision under e-Way Bill that if a trucker was stopped fortimamehalf an hour, the trucker

could report the incident on the on-line portal. CCT, Gujarat stated tlas it good proposal to do

away with permit system. The Secretary stated that the Ministry of Road Tntaargphélighways along

with Road Transport Ministers of various States were having some type of Empowered Committee and
looking into the issue. The RQTEOH "HSXW\ &KLHI OLQLVWIME tepltobod-WdyU VWDW
Bill System had informed that it would take almost two years to insk8.GHe informed that in the

State of Uttar Pradesh, sensors had already been installed at 200 placesfpiREHitags and RFID

tag was being made mandatory on transport vehicles as its cost was novaa&&200 per piece. He

observed that one could not wait for two years for introduction of GPS. It would be good to start using

RFID tag depending upon the success of its use in Uttar Pradesh and MaharaslitréheHstated

that the cost of RFID would not be as high as GPS and all States should use RFID technology.

35.5. The Chief Commissioner of Commercial Tax, Andhra Pradesh stated thatdRBHD was a

better technology and cost effective. He added that the entire country shoulR§tTi@s verification,

inspection and physical stopping of vehicles led to problems. The Secretary statestalation of

5)," UHDGHUV DQG WDJV FRXOG DOVR EH IXQGHG E\ WhHed *RYHUQ
Minister of Bihar stated that the States could also fund thiegrap the cost was not very high. The

Secretary stated that the GSTN could procure the RFID readers and tags and disérbuiteall the

States. He suggested that GSTN should work out as to how many RFID readerbev@gjdired in

the whole country and what would be their positioning. He added that GSTN shouldwidhke cost

IRU LQVWDOODWLRQ RI 5)," UHDGHUV DQG 5),KDWDJWKH KH GRRWQWY B
Road Transport and Highways had indicated that about 10,000 readers would be needed and it was
proposed to be done centrally. CCT, Kerala, stated that one could go for ANRRh&dc Number

Plate Reader)GPS or RFID but it should be done nationally. The Secretary sated that thdagghno

platform should be common. Shri Rajiv Jalota, CCT, Maharashtra stated thetratiter-State check

posts were computerized and RFID enabled and almost 80% of vehicles criss-dtusStage were

also RFID enabled. He stated that all data needed by NIC from his State administrati@npitot

project for integration of dataof D\ ELOO ZLWK GDWD RI1 5),"' ZDV EHLQJ VKDUH
Chairperson observed that Uttar Pradesh, Kerala and Maharashtra had installecbdrfeli3 and

installation cost in Uttar Pradesh was only around Rs.2.10 crore. The RFID system could dedntegra
QDWLRQDOO\ 7KH +RQYEOH &KDLUSHUVRQ WDDL®Y &G WAHKDW H & VX
plazas, road checks leading to harassment and very high e-Way bill penaltiefertdel to a recent

case where, for a small mistake in e-way bill filing in Madhya Pradesh, ayeh&s.1.32 crore was

imposed. Shri Pawan Kumar Sharma, CCT, Madhya Pradesh stated that this issue was idishassed

Officers meeting on 20 July 2018 and it was decided that Standard Operating Procediitzevmoatdie

listing out the various circumstances in which penalties under various sections aa@Siould be

OHYLHG + R Q | Edlsbleggdiied & MOWIIRQof D\ ELOO ZDV PDGH WUDQVSRU
The Secretary clarified that the liability is primarily of the supplier and only an option was given to t
transporters also to file D\ ELOO 7KH +RQ 9 E @ubthé&n_ sQdg¥sfédHthat theRe Bhauli

also be uniformity in the provisions for issuing intra-State e-wayabilbresently different States had
QRWLILHG GLIIHUHQW SURFHGXUHV +RQTEOQOW LLXDYUSHHK EQ DWW I
to continue and it could be reviewed subsequently.
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35.6. The Council took note of the recommendations of the Report of the Task Force flasSeam
Road Transport Connectivity and agreed that further work should be done by GSTN arnd DoR
consultation with the Ministry of Road Transport and Highways.

36. For Agenda Item 8(iii), The Council took note of the recommendations of the Report of the
Task Force for Seamless Road Transport Connectivity and agreed thatviiatheshould be done by
GSTN and DoR in consultation with the Ministry of Road Transport and Highways.

Agenda ltem 8(iv): Recommendations of the Group of Ministers on Digital Payments

37. Introducing this Agenda Item, the Secretary informed that an additional small Agendaas

prepared on this issue and circulated as Table Agenda in the Council (attagtmeeasre 7 of the

Minutes). He invited the Joint Secretary (TRU- &% ,& WR H[SODLQ WKH VDPH 7KH +]
observed that in the earlier meeting of the Council, the main concern expressed Viasstiaéme of

2% reduction in GST would not benefit the poor and the benefit could be taken awayibly feople

+D FRQFHUQ DOVR H[SUHVVHG E\ WKH +RQYEGH RIEYIHUNHIGYWRK D. W
concern was right and that the new proposal was aimed to benefit the poor anetheniddle-class

persons. He added that one big benefit would be that people would be encouraged to ask for bills while
making purchases in order to get advantage of the monetary incentive.

37.1. The Joint Secretary, TRU-I, CBIC informed that the Group of MinisteBigital Payments
constituted by the Council had recommended that its implementation may be deferred for some time as
GST had not stabilised; new return process was still wogtogress; GST revenue was still to reach a
comfortable level; and that the revenue implications of the proposal weitcsint. He stated that it
was a common view that digital transactions need to be incentivized but conegenexpressed
regarding its coverage under GST, revenue implications, targeted beneficiaries oficsntives and
implementation modalities. He stated that these aspects were re-examined keejgiw the fact that
digital payments have far reaching positive implications for the economystdttsl that apart from
providing visible upfront benefits of making digital payments and thereby incang digital
payments, it would also result in better compliance, gradual formalisation of ecordomgtjon in cash
transactions and consequently buoyancy in revenue.

37.2. He stated that the revised proposal before the Council was: -

(i) the GST concessions on digital payments be given on the B2C transactions thraugldke
that are used across the country. Accordingly, it is proposed that to begiconitiession be
given only on the B2C transactions made through RuPay (Debit Card) and UPI-Paijieent
Interface, Bharat Interface for Money, Unstructured Supplementary Service Data.

(ii) the GST concession shall be given by way of refund to the consumer in his abcough tan
automated route.

(iii) the concession shall be 10% of the CGST, 10% of SGST paid subjbet totdl ceiling of
Rs.100 (Rs.50 CGST and Rs.50 SGST) per transaction. This concession would bk dwailab
supplies made by regular registered persons.

(iv) The CGST amount given as cash back shall be pooled in by the Centre and SGST amount shall
be pooled in by the respective States.

(v) upon approval of the proposal, the exact modalities for providing the concessldreghatl in
place in consultation with the Line Ministry (Ministry of Electronicsrdrmation Technology).

37.3. He stated that this proposal would ensure wide coverage in terms of consumerseagimplifi
implementation and direct incentive to the consumers. IT infrastructure to iemlexcount-linked
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refund was already available as similar cash back was already in operataridduels but it may
require some minor tweaking.

37.4. He stated that as regards revenue implication, a large number of digitaltivassaay be
done for utility payments and other payments which do not attract GST. The lengdi only accrue
on B2C transactions involving GST supplies. Further, the benefit would Ibietezsto Rs.100 per
transaction. He stated that if 25% of transactions were eligiblediocession, then the revenue
implication would be about Rs.1239 crore and if 20% of the transactions got tlii¢, bleexe revenue
implication would be about Rs.991 crore.

37.5. He emphasised that the benefit was now proposed to be given on 20% wofs@&ad, of 2%

of taxable supply attracting GST rate of 3% and above (as was proposig)iihd credit cards and

debit cards (other than RuPay) would not be eligible for this bendétalso stated that the benefit

would be given as instant cash payment in the bank account of the consumer througNatiBaal(

Payments Cd SRUDWLRQ RI ,QGLD 7KH +RQYEOH &KDLHSHIUQY PAKN W I
formal mode and the money would be paid through NPCI. He observed that RuPay card was used
mostly by about 30 crore Jan-Dhan account holders who were comparatively poor peopléedHe sta

that the idea was to support such people and that their expenditure on purchases slimddratspart

of the formal economy but without changing the GST rate.

376. 7KH +RQTEOH "HSXW\ &KLHI OLQLVW H posallcérne t Bhel GvoupdW HG W K
Ministers on Digital Payment, they would have approved it, as this was adyitar. He observed

that this proposal did not require tweaking of tax rate. He also appretiatieta of excluding credit

card/debit card and making payment through RuPay. He stated that the GOM orFaigitaint could

look into the issue afresh and make recommendation taking into account the new proposal.

37.7. 7KH +RQTEOH OLQLVWHUYV IURP 2GLVKD DGHSBMPDWRNY KIVQ VW
SURSRVDO IXUWKHU 7TKH +RQTEOH &KDLUSHUVRQLWXGHRALW HREQW
immediately. Ifanythet RQYEOH OLQLVWHU IRXQG LW REMHFWLRQDEOH Kt
him.

37.8. The Secretary stated that the cash back under this scheme would be givénNR©Lgnd

would take place almost immediately when the card was swiped. The incentive would barte thfe t

20% of the GST paid. He stated that initially, some amount, say about Rs.1,000 crore, could be pooled

in by the Centre and the States out of settlement money in the same proportioreasrthe base of

each State to be protected. This amount could be given in advance to NPCI. The atheoafitibe

to give this amount from the Compensation Fund and then review the situation afteraonel e
+RQTEOH OLQLVWHU IURP $VVDP VXJIJHVWHGOWKBDMW JRYHQYKHRE W
Compensation Fund. The Secretary stated that however, there would be a legal problem as the amount
under the Compensation Fund could only be used for giving compensation to the IS¢asaséd that

instead of that, the amount could be given from the IGST Settlement Fund.

37.9. The ACS, Odisha stated that one of the important highlights of the scheme shellddrato

promote formalisation of Composition taxpayers but purchases from Composition taxpayers was being
excluded from this incentive scheme. He noted that large number of poor personsrbuy fr
Composition taxpayers and there could be criticism that incentive was not avéilaich suppliers

from whom the poor people mostly purchased their goods. He suggested thapéus should be
ORRNHG LQWR DJDLQ 7KH +RQYEOH &KDL UtgaHtheVG@pRitod HU Y H G
taxpayers did not issue an invoice and charge tax. He stated that the schenadsedidéddvantageous

for small taxpayers whose compliance was presently opaque. This would givespuanhancentive
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to ask for a bill. The CCT, W4 %HQJDO VWDWHG WKDW WKH +RQYTEOH )LQDC
raised various points on this issue and as GoM on Digital Paymeneaslyahorking on the subject,

the revised proposal could be sent the GoM who could examine it and then gigetiterendation to

WKH &RXQFLO 7KH +RQYEOH &KDLUSHUVRQ D JWWHKH G MYR WWHKE 6 WS
tabled today could be sent to the GoM on Digital Payments for further examination and refinement and

the same could be discussed during the next Council Meeting of 4 August, 2@ &odircil agreed

to this suggestion.

38. For Agenda Item 8(v) WKH &RXQFLO DSSURYHG WKDW WKH UHYLVH
Council meeting Annexure 7 to the Minutes) shall be sent to GoM on Digital Payments for further
examination and refinement and to be taken up in the next Council Meetidgigtigt, 2018.

Agenda ltem 8(v): Interim Report of the Group of Ministers on Imposition of Sugar Cess

39. Introducing this Agenda Item the Secretary informed that the Group of Mir(iG@k4) on
Imposition of Sugar Cess had submitted an interim report wherein it has recommended the following

i. Power to levy Cess by the Union or State$he GoM is of the view that since the mattesud

judice LQ WKH +RQYEOH 6XSUHPH &RXUW LW ZRXKDRBHBRN ORGWLKD E
+RQTEOH 6XSUHPH &RXUW LV JLYHQ RQ &RQVWLWRWIHRQYDO Y
under GST.

ii. Levy of 1% Agriculture Cess on certain commoditiesit was decided that the idea of levy of
an agriculture cess can be further deliberated in detail in the next mefetiegGoM on 23 July,
2018.

iii. Reduction of GST on ethanal GST on ethanol can be reduced from 18% to 12% only when it
is supplied to oil marketing companies.

39.1. He stated that the opinion of Attorney General was still awaited andiptbeag this stage, the
issue of imposition of Sugar Cess may be kept in abeyance and the Government of Indiarttauld f
deliberate on the same. He noted that as regards the proposal to reduce rate of tax pmviémanol
supplied to Oil Marketing Companies, has already been approved by the Councitahevtuld be
charged to tax at the rate of 5%.

40. For Agenda Item 8(v) the Council approved to await the opinion of the Attorney General of
India (AG) regarding the Constitutional validity of imposition of Cess under GST.

Agenda ltem 8(vi): Recommendations of the Group of Ministers on Reverse Charge Mechanism

41. The Secretary stated that the Group of Ministers (GoM) had agreed tHatntidation
proposed by the Law Committee to give power to the Council to notify a lesgisiered persons who
shall, in respect of taxable goods or services or both received from an uneeigssigplier, pay the tax

on reverse charge basis. He stated that the GoM had also recommended for presentidimg
conditions by the GST Council while recommending introduction of RCM on a clasgistered
persons who received goods or services or both from an unregistered supplier. sib hecloamhmended

that the Law Committee may consider the issue of exclusion of Brick Kilns, Menthol and Sand Mining
activities from the benefit of Composition scheme. He suggested that the Goagdpprove the
recommendations of GoM. The Council approved the same. The Secretary raised @ysssiuey

the treatment of the existing Section 9 (4) after period of its currepession up to 30September,

H[SLUHG 7KH +RQTEOH &KDLUPDQ V X JSGSTWdHcduld/riérdal 6 HF W L |
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suspended for another one year beyond 30 September, 2018, i.e. till 30 September, 2019. The Council
agreed to this suggestion.

42. For Agenda item 8(vi), the Council approved the following: -

(i) The existing Section 9(4) of the CGST Act/SGST Acts may be omitted and a nesi@ronay
be inserted in line with the formulation proposed by the Law Committee and the LagnwRevi
Committee which reads as follows:

3 7KH *RYHUQPHQW PD\ RQ WKH UHFRPPH®@GEDWLRQV
specify a class of registered persons who shall, in respect of taxable goods or services
or both received from an unregistered supplier, pay the tax on reverse charge basis as
the recipient of such goods or services or both, and all the provisighgsaict shall
apply to such recipient as if he is the person liable for paying the tax in relation to the
VXSSO\ RI VXFK JRRGV RU VHUYLFHV RU ERWK ~

(i) The proposed formulation at paragraph 3 (i) above should be modifiedso provide for
prescribing certain conditions by the GST Council while recommending introdwftRCM on
a class of registered persons receiving goods or services or both fromeaistered supplier.
Further, there should be a provision to levy tax on RCM basis only on select goodécessary
both as may be notified on the recommendations of the Council.

(i) The Law Committee may consider the issue of exclusion of Brick KNMenthol and Sand
Mining activities from the benefit of Composition scheme.

(iv) To extend suspension of Section 9(4) of CGST/SGST Acts for another onbeyeard 30
September, 2018 i.e. till 30 September 2019.

Agenda Item 9: Minutes of §' Meeting of Group of Ministers (GoM) on IT challenges in GST
implementation for information of the Council and discussion on GSTN issues

43. 7KH 6HFUHWDU\ LQYLWHG WKH +RQYEOHH HSXWS GBRWHI DERKV
M OHHWLQJ RI *RO RQ ,7 FKDOOHQJHV LQ *67 LPSOHRHYWHW LRIQ
Bihar stated that they reviewed issues like Overall Statistics, Retimg, AillS Reports, Identification

and Implementation of Mobile Applications, Pending Functionalities and Analytics, $eftwa
Malfunction and e-Way Bill. He further informed that 16 reports had bammtified which Infosys

would be preparing under the module of business intelligence and analytics. He furthenat&@&d N

was sharing reports with the States regarding the difference in thesfigiisupplies indicated in GSTR-

1 and the corresponding GSTR-3B. He stated that presently, provisions of Tax DealuStance in

the GST Law had been postponed and by September, 2018, GSTN would be ready to launch it. He
proposed that provision in GST Law on Tax Deduction at Source (TDS) could be implementéd from
October 2018. The Secretary stated that since provisions of TDS had been exteBde&epllember,

2018, it need not be extended further and requested the Council to agree to the sugdkstidorile

Deputy Chief Minister of Bihar. The Council agreed to this suggestion.

43.1. The CEO, GSTN informed that the GoM had suggested to conduct another rtoaimihof for
TDS starting with the major departments in a staggered manner. The CCT, West Bengal suggested not
to start TDS in a staggered manner as they have Integrated Financial Managementssydtesy;
HLWKHU FKDQJH LW RU QRW 6KH DGGHG WKDW RDQOROHR H & XWK\H
Chief Minister of Bihar stated that staggered manner meant that one @vtiichplementation of TDS
with Works departments such as Road, Irrigation, etc. and then other departments booldybein
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the TDS framework. The Secretary suggested that Joint Secretary, DoRvéllo8&O, GSTN, ACS,
Odisha and CCT, West Bengal should study the subject of integration of Accosyditegns of the
State Accounting Authorities and PFMS (Public Financial Management System) with GIS&N.
further stated that they should also check the state of preparedness of the Statlesiterit TDS and
whether to do in stages or at one go. The Secretary further stated thabtheylso examine that if
TDS was to be introduced in stages, whether it would require change in thea@SThe Council
approved these suggestions. The Council also took note of the minutes and appradvedutoeii ax
Deduction at Source (TDS) from 1 October 2018 subject to verification of readih&tates to
implement TDS.

44, For Agenda Item 9 the Council:

(i) took note of the Minutes of thé"Meeting of Group of Ministers (GoM) on IT challenges in
GST implementation held on 14 July 2018;

(i) approved to introduce Tax Deduction at Source (TDS) from 1 October 2018 stibject
verification of readiness of States to implement TDS; and

(iii) to constitute a Committee under the convenorship of Joint SecretaryabbRomprising of
CEO, GSTN, ACS, Odisha and CCT, West Bengal to examine integration of Accounting system
of the State Accounting Authorities, PFMS with GSTN; to check the prepareafrtbesStates
to implement TDS; to examine the feasibility of introducing TDS in stagas @ne go; and to
examine any changes in GST law required for introducing TDS in stages.

Agenda Item 10: Ad hoc exemptions Order(s) issued under Section 25(2) of Customs Act, for
information of the GST Council

45, The Secretary stated that this was a formal Agenda placed for the inforafidgtienCouncil

ZLWK UHIHUHQFH WR WKH SRZHU JLYHQ WR UDHdecRaBtio® H 8 QL R (
under the Customs Act. He informed thatdrhocexemption Order on 6 July 2018 (Order No. AEO

No.01 of 2018) was issued under Section 25(2) of the Customs Act 1962 on the request of Government

of Haryana for exemption from Customs duty on import of Pneumococcal Conjugaiae/gecV)

procured through UNICEF. He informed that the IGST involved for this pttemwas approximately

Rs. 1 crore. The Council took note of thid hocexemption order.

46. For Agenda Item 1Q the Council took note of thed hocExemption Order No. AEO No.01 of
2018 dated 6 July 2018 on import of Pneumococcal Conjugate Vaccine (PCV) procured through
UNICEF.

Agenda item 11: Any other agenda item with the permission of the Chairperson

47. No Member raised any issue under this agenda item.

Agenda item 12: Date of the next meeting of the GST Council

48. 7KH +RQYEOH &KDLUSHUVRQ VWDWHG WKDW KHVNKMG6 W/ PWHW
in the morning and they all expressed that MSMEs (Micro, Small and Medium Enterpesesacing

a lot of problem. He stated that while GST was a great story for big units, it was noss@fiaunits.

He, therefore, suggested that one Council meeting should be devoted to smalestaland this
PHHWLQJ FRXOG EH FDOOHG LQ WZR. He tdrithersubgédsred that after Re)  $ X J
next meeting of the Council, the Council could meet again in Goa in the last week of September.
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481, 7KH +RQTEOH '"HSXW\ &KLHI OLQVWHU %LKDU VXRJIHRWHG V
MSMEs could also be calledWVR XQGHUVWDQG DQG H[DPLQH WKHLU LVVXH
Chairperson stated that States should also invite views regarding problems being faced by MSMEs and
FRXOG PDNH D EULHI SUHVHQWDWLRQ 7KH +R @REXHEMREQW B/ H U
representations from small industry and also from the Ministry of Industry. The Secrdtuhtista it

was a good idea to get suggestions from grassroots but spadework needed to be done i dideance t

out solutions. He stated that suggestions should be sent in advance so that enoughdiragalvkes

WR H[DPLQH WKHP 7KH +RQYEOH &KDLUSHUVRQ VBEMDMWXH3G RWKD W
next week. Specific State-related issues should be sent along with possible sojutidmetms being

faced.

49. The meeting ended with a vote of thanks to the Chair.
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Annexure 1

List of Ministers who attended the 28th GST Council Meeting on 21 July 2018

I\?cl) State/Centre Name of Hon'ble Minister Charge
1| Govt of India Shri Piyush Goyal Union Finance Minister
2 | Govt of India Shri S.P. Shukla Minister of State (Finance)
3 | Andhra Pradesh | Shri Yanamala Ramakrishnudt reigii:::i\?; I:;Z;:ge’ Planning, CT an
4 | Arunachal Pradesh Shri Jarkar Gamlin Minister for Taxation and Excise
5 | Assam Dr Himanta Biswa Sarma Finance Minister
6 | Bihar Shri Sushil Kumar Modi Deputy Chief Minister
7 | Chhattisgarh Shri Amar Agrawal Minister of Commercial taxes
8 | Delhi Shri Manish Sisodia Deputy Chief Minister
9 | Goa Shri Mauvin Godinho Minister for Panchayat
10 | Guijarat Shri Nitinbhai Patel Deputy Chief Minister
11 | Haryana Capt. Abhimanyu Excise & Taxation Minister
12 | Kerala Prof. C Raveendra Nath Minister for Education
13 | Madhya Pradesh | Shri Jayant Malaiya Minister of Finance & CT
14 | Maharashtra Shri Sudhir Mungatiwar Finance Minister
15 | Meghalaya Shri Conrad K. Sangma Chief Minister
16 | Mizoram Shri Lalsawta Finance Minister
17 | Odisha Shri Shashi Bhusan Behera | Finance Minister
18 | Puducherry Shri V. Narayanaswamy Chief Minister
19 | Punjab Shri Manpreet Singh Badal Finance Minister
20 | Rajasthan Shri Rajpal Singh Shekhawat | Minister of Industries
21 | Tamil Nadu Shri D. Jayakumar Z?Sﬁ:g{rzs;eg?ﬁ;: Personnel
22| Tripura Shri Jishnu Dev Varma Deputy Chief Minister
23 | Uttarakhand Shri Prakash Pant Finance Minister
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Annexure 2

List of Officers who attended the 28th GST Council Meeting on 21 July 2018

SI State/Centre Name of the Officer Charge
No
1 | Govt. of India Dr. Hasmukh Adhia Finance Secretary
2 | Govt. of India Dr. Arvind Subramanian Chief Economic Adviser
3 | Govt. of India Shri S Ramesh Chairman, CBIC
4 | Govt. of India Shri Mahender Singh Member (GST), CBIC
5 | Govt. of India Dr. John Joseph Member (Budget), CBIC
6 | Govt. of India Shri G. C. Murmu Special Secretary, DoR
7 | Govt. of India Shri P.K. Mohanty Adviser (GST), CBIC
8 | Govt. of India Shri P.K. Jain Pr. DG, DG-Audit, CBIC
9 | Govt. of India Shri Sandeep M. Bhatnagar | DG, DG Anti-Profiteering, CBIC
10 | Govt. of India Shri G.D. Lohani Joint Secretary, TRU I, DoR
11 | Govt. of India Shri Manish Kumar Sinha Joint Secretary, TRU Il, DoR
12 | Govt. of India Shri Ritvik Pandey Joint Secretary, DoR
13 | Govt. of India Dr. Rajiv Mani jzisrgciecretary, Ministry of Law &
14 | Govt. of India Shri Upender Gupta Commissioner (GST), CBIC
15 | Govt. of India Shri Yogendra Garg ADG, GST, CBIC
16 | Govt. of India Shri S.K. Rehman ADG, GST, CBIC
17 | Govt. of India Shri Amit Mohan Govil Commissioner, TPRU
18 | Govt. of India Shri D.S. Malik DG (M&C)
19 | Govt. of India Shri Rajesh Malhotra ADG (M&C)
20 | Govt. of India Shri Reyaz Ahmad Director, TRU |
21 | Govt. of India Shri N K Vidyarthi Director, TRU Il
22 | Govt. of India Shri Parmod Kumar OSD, TRU-II, DoR
23 | Govt. of India Shri Gaurav Singh Deputy Secretary, TRU-I, DoR
24 | Govt. of India Shri Pramod Kumar Deputy Secretary, TRU-II, DoR
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25 | Govt. of India Shri N Gandhi Kumar Deputy Secretary, DoR

26 | Govt. of India Shri Ravneet Singh Khurana | Joint Comm., GST Policy Wing
27 | Govt. of India Shri Vishal Pratap Singh Joint Comm., GST Policy Wing
28 | Govt. of India Ms Himani Bhayana Joint Comm., GST Policy Wing
29 | Govt. of India Dr Sumit Garg Dy Comm, TPRU

30 | Govt. of India Ms Bhagwati Charan Dy. Comm, TPRU

31 | Govt. of India Shri K S M Geelani Technical Officer, TRU-I, DoR
32| Govt. of India Gunjan Kumar Varma Technical Officer, TRU-1, DoR
33 | Govt. of India Shri Mahipal Singh Technical Officer, TRU-I, DoR
34 | Govt. of India Shri Harsh Singh Technical Officer, TRU-II, DoR
35 | Govt. of India Ms Nisha Gupta Dy. Comm., GST Policy Wing
36 | Govt. of India Shri Siddharth Jain Dy. Comm., GST Policy Wing
37 | Govt. of India Ms Gayatri PG Dy. Comm., GST Policy Wing
38 | Govt. of India Shri Vikash Kumar Dy. Comm., GST Policy Wing
39 | Govt. of India Ms Deepika Singh Asst. Comm., GST Policy Wing
40 | Govt. of India Shri Anubhav Kumar AD (M&C)

41 | Govt. of India Shri Paras Sankhla OSD to Union Minister

42 | Govt. of India Shri Anuj Gupta OSD to Union Finance Minister
43 | Govt. of India Shri Ravi Singh Addl PS to Union Finance Ministel
44 | Govt. of India Shri Mahesh Tiwari PS to MoS

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

46 | GST Council Shri Shashank Priya Joint Secretary

47 | GST Councill Shri Dheeraj Rastogi Joint Secretary

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

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

50 | GST Council Shri Jagmohan Joint Commissioner

51 | GST Council Shri Rakesh Agarwal Dy. Commissioner

52 | GST Council Shri Rahul Raja Under Secretary
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53 | GST Council Shri Mukesh Gaur Superintendent
54 | GST Council Shri Rajeev Mirchia Superintendent
55| GST Council Shri Sandeep Bhutani Superintendent
56 | GST Council Shri Vipul Sharma Superintendent
57 | GST Council Shri Sarib Sahran Superintendent
58 | GST Council Shri Amit Soni Superintendent
59 | GST Council Shri Anis Alam Superintendent
60 | GST Council Shri Dipendra Kumar Singh | Superintendent
61 | GST Council Shri Sunil Kumar Superintendent
62 | GST Council Ms Sangeeta Dalal Inspector

63 | GSTN Shri Prakash Kumar CEO

64 | GSTN Ms Kajal Singh EVP (Services)
65| GSTN Shri Nitin Mishra EVP (Services)
66 | GSTN Shri Vashistha Chaudhary | SVP (Services)
67 | GSTN Shri Jagmal Singh VP (Services)
68 | GSTN Shri Sarthak Saxena OSD to CEO
69 | Govt. of India Shri Kishori Lal Commissioner, Chandigarh Zone,

CBIC

Commissioner, Meerut Zone,

70 | Govt of India Shri Yogesh Kumar Agrawal CBIC

71 | Govt of India Shri Neerav Kumar Mallick COMIESEED, ENgE, Z00E,
CBIC

72 | Govt. of India Shri Pramod Kumar Commissioner, Delhi Zone, CBIC

73

Govt of India

Shri G. V. Krishna Rao

Pr. Commissioner, Bengaluru Zon
CBIC

74

Gouvt. of India

Shri R.C. Sankhla

Commissioner, Lucknow Zone,
CBIC

75

Govt. of India

Shri S. Kannan

Commissioner, Chennai Zone,
CBIC

76

Govt. of India

Shri Vijay Mohan Jain

Commissioner, Rohtak Zone, CBI{
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77

Gouvt. of India

Shri Virender Choudhary

Commissioner, Vadodara Zone,
CBIC

78

Govt. of India

Shri B.K. Mallick

Commissioner, Kolkata Zone,
CBIC

79

Govt. of India

Shri C.K. Jain

Commissioner, Jaipur Zone, CBIC

80

Govt. of India

Shri Milind Gawai

Commissioner, Pune Zone, CBIC

81

Govt. of India

Shri B. Hareram

Pr. Commissioner, Vishakhapatna
Zone, CBIC

82

Govt. of India

Shri Sanjay Mahendru

Commissioner, Mumbai Zone,
CBIC

83

Gouvt. of India

Shri Nitin Anand

Commissioner, Ranchi Zone, CBI(

84

Andaman &

Nicobar Islands

Shri Mukesh Rajora

Asst. Comm (SA)

Andaman &

85 Nicobar Islands Shri Mohan Saroj Ranjan Asst. Comm (GST)

86 | Andhra Pradesh | Shri J.Syamala Rao Chief Commissioner, State Tax

87 | Andhra Pradesh | Shri T.Ramesh Babu Additional Commissioner, CT

88 Arunachal Shri Anirudh S Singh Commissioner (Tax & Excise)

Pradesh

89 | Assam Shri Anurag Goel Commissioner, CT

90 | Assam Shri Shakeel Saadullah Jt. Commissioner

91 | Bihar Ms Sujata Chaturvedi (P;Ii_rg)cipal Secretary, Finance and

92 | Bihar Shri Arun Kumar Mishra Additional Secretary, CTD

93 | Bihar Shri Mukesh Kumar Commercial Tax Officer

94 | Chandigarh Shri Jitendra Yadav E & T Commissioner

95 | Chandigarh Shri Sanjeev Madaan ETO

96 | Chhattisgarh Shri Amitabh Jain Principal Secretary finance & CT

97 | Chhattisgarh Smt Sangeetha P Commissioner, CT

98 | Chhattisgarh Ms Nimisha Jha Jt. Comm., CT

99 | Daman & Diu Shri Suresh L Kamble Asst. Commissioner, UT GST
100 | Delhi Ms Renu Sharma Pr. Secretary, Finance
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101 | Delhi Shri H. Rajesh Prasad Commissioner, State Tax
102 | Delhi Shri Anand Kumar Tiwari Addl. Commissioner, GST
103 | Goa Shri Dipak Bandekar Commissioner, CT
104 | Gujarat Dr. P.D. Vaghela Commissioner of State Tax
105 | Haryana Shri Sanjeev Kaushal Add| Chief Secretary, E & T Dept
106 | Haryana Ms Ashima Brar E&T Commissioner
107 Himachal Shri Jagdish Chander Sharm{ Principal Secretary (E&T)
Pradesh g P y
108 Himachal Shri Rajeev Sharma Comm|35|oner of State Tax and
Pradesh Excise
Himachal . : —
109 Shri Rakesh Sharma Joint Commissioner
Pradesh
Jammu & . . .
110 . Shri Navin K. Choudhary Pr. Secretary, Finance Dept.
Kashmir
111 | Jammu & Shri M Raju Commissioner, CT
Kashmir
Jammu & . .
112 . Shri P K Bhatt ACCT Tax Planning
Kashmir
113 | Jharkhand Shri Ajay Kumar Sinha Addl. Commissioner of State Taxe
114 | Jharkhand Shri Brajesh Kumar State Tax officer
115 | Karnataka Shri Srikar M.S. Commissioner, CT
. Pr. Secretary & Commissioner,
116 | Kerala Dr. Rajan Khobragade State GST Dept,
117 | Madhya Pradesh| Shri Pawan Kumar Sharma | Commissioner, CT
118 | Madhya Pradesh| Shri Sudip Gupta Jt. Commissioner, CT
119 | Madhya Pradesh| Shri Manoj Kumar Choube | Dy. Comm, CT
120 | Maharashtra Shri Rajiv Jalota Commissioner, State Tax
122 | Maharashtra Shri Dhananjay Akhade Jt. Commissioner, State Tax
123 | Maharashtra Shri Sudhir Rathod OSD to Finance Minister
124 | Manipur Ms Mercina R. Panmei Commissioner of Taxes
125 | Manipur Shri R K Khurkishor Singh Jt. Comm. of Taxes
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126 | Manipur Shri Y Indrakumar Singh Asst. Commissioner of Taxes
127 | Meghalaya Shri L Khongsit Jt. Commissioner, State Tax
128 | Meghalaya Shri K. War Asstt. Commissioner, State Tax
129 | Mizoram Shri Vanlal Chhuanga g(;?tmissioner and Secretary to
130 | Mizoram Shri H K Lalhawngliana Jt. Commissioner, State Tax
131 | Mizoram Shri H Lianzela Dy Secretary

132 | Nagaland Shri Kesonyu Yhome CCT

133 | Odisha Shri Tuhin Kanta Pandey ACS, Finance

134 | Odisha Shri Saswat Mishra Commissioner, CT

135 | Odisha Shri Sahadev Sahoo Addl. Commissioner, CT

136 | Puducherry Shri G. Srinivas Commissioner (ST)

1371 Punjab Shri M. P Singh éﬁlﬂﬁggliifgziest;gr;zlrjr(r"l'-axation
138| Punjab Shri V. K. Garg éil/\l/isor (Financial Resources) to
139 | Punjab Shri Vivek Pratap Singh Excise & Taxation Commissioner
140 | Punjab Shri Pawan Garg gzhE;gz;feIaxation

141 | Rajasthan Shri Praveen Gupta Secretary Finance (Revenue)
142 | Rajasthan Shri Alok Gupta Commissioner, State Tax

143 | Rajasthan Ms Meenal Bhosle OSD, Finance

144 | Rajasthan Shri Ketan Sharma ?:)((jI.D(e:gtmmissioner, ES, SIELS
145 | Sikkim Shri Manoj Rai Addl. Commissioner, CT

146 | Tamil Nadu Shri Ka. Balachandran Prl Secretary, CT & Registration
147 | Tamil Nadu Dr. T.V Somanathan ACS/CCT

148 | Tamil Nadu Shri K Gnanasekaran Addl. Commissioner (Taxation)
149 | Telangana Shri Anil Kumar Commissioner of State Tax

150 | Telangana Shri N Sai Kishore Jt. Commissioner, State Tax
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151 | Tripura Shri Ashin Barman Superintendent of State Tax
152 | Uttar Pradesh Ms Kamini Chauhan Ratan | Commissioner, CT

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

154 | Uttar Pradesh Shri Brijesh Mishra Joint Secretary, CT

155 | Uttar Pradesh Shri Sanjay Kumar Pathak | Jt. Commissioner, CT

156 | Uttarakhand Shri Piyush Kumar Addl. Commissioner State Tax
157 | Uttarakhand Shri Rakesh Verma Joint Commissioner, State Tax
158 | West Bengal Ms. Smaraki Mahapatra Commissioner, CT

159 | West Bengal Shri Khalid A Anwar Senior Joint Commissioner, CT
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Annexure 3

Decisions of the GST Implementation Committee and IT Grievance Redressal Committee

Decisions of GIC and Status update on I'I'-GRC

9gth Meeting of GS'T” Council

-NETGN
Agen da <l e

- Deemed Ratification of Motification / Circulars issued post 27"
Meeting of GST Council

- Decisions taken by GIC post 27!" Meeting of GST Council
+ Status update on IT Grievance Redressal (IT-GRC)
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MATION

Ratification of Notifications, Circulars & Orders <l X e

* Ratification of following notifications, circulars & orders issued
post 271 meeting of GST Council:

Notification/ Circular/

CGST Act / OGST Central Tax 22to 290f 2018

Rules Central Tax (Rate) 11 and 12 of 2018

IGST Act Integrated Tax (Rate) 12and 13 of 2018

22l Union termtory Tax 07to 11 of 2018

st Union territory Tax (Rate) 11 and 12 of 20018

Under the CGST Act 4 to 49 0f 2018
Under the IGST Act 03 of 2018
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MATION

Decisions in 17" Meeting of GIC (15.05.2018) (4/13) =3 .

IIl. Issuance of clarificatory Circulars on the following issues:

* Refund claims filed by ISDs, Composition taxpayer, non-
resident taxable persons and export of services and supplics
made to SEZ unit/SEZ developer

* Refund of unutilised ITC of compensation cess availed on
inputs where the final product is not subject to levy of
compensation cess

* Scope of restriction imposed by rule 96(10) of the CGST
Rules

v" Circular No.45/19/2018-GST dated 30™ May 2018 issued
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Decisions of GIC post 27" meeting of GST Council (6/13) '::Eﬁ;

* Decision by Circulation (18.05.2018)
* Due date for filing of FORM GSTR-3B for the month of April,
2018 by two days i.e. till 22.05.2018
v" Notification No 23/2018 — Central Tax dated 18™ May 2018

1ssued
'- PIATIN

Decisions in 18" Meeting of GIC (28.05.2018) (7/13) A

I. Amendment of CGST Rules, 2017

* Rule 83(3) - extending due date for examination of GST
Practitioner by six months, i.e. till December, 2018,

* FORM GST RFD-01 and FORM GST RFD-01A -
Statements 1A and 5B to capture the supplier’s GSTIN

* FORM GST PCT-01 to include Sales Tax practitioner under
existing law and tax return preparer under existing law as
categories of enrolment for GST Practitioner

= Retrospective amendment of Rule 95 to remove the limit of
Rs. 5000/- per tax invoice for refund paid to certain persons
including UIN agencies
v Notification No 26/2018 — Central Tax dated 13™ June 2018

1ssued
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MATION

Decisions of GIC post 27" meeting of GST Council (9/13) <5

= Decision by Circulation (31.05.2018)
* To extend the due date for filing of return by Input Service
Distributors for the months from July, 2017 to April, 2018 by
two months, 1.e. from 31.05.2018 to 31.07.2018

¥ Motification No 25/2018 — Central Tax dated 31 May 2018
issued
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Decisions in 19t Meeting of GIC (05.06.2018) (11/13) i

Sl raRKET

I1. Issuance of Circulars on the following issues:

Clanfying services of short-term accommodation, conferencing ete
provided to SEZ developer or unit as an mter-State supply

Clarifving benefit of zero rated supply can be allowed to authorized
procurements by SEZ developer or umit such as event management
services, hotel and accommodation services, consumables etc.

v Circular No.48/22/201%-GST dated 14" Tune 2018 issued
Modification of Circular No. 41/15/2018-GST, dated 13.04.2018 to
clarify the procedure for interception of convevances for inspection
of goods in movement, and detention, release and confiscation of
such goods and conveyances

¥ Circular No.49/23/2018-GST dated 213 June 2018 1ssued
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Decisions of GIC post 27" meeting of GST Council (13/13) <5

= Decision by Circulation (08.07.2018)
* To put the draft proposals on Law amendments in public
domain
v Proposals put in public domain https://www.mygov.in/
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MATION

Processing of Grievances received at GSTN =

« Atotal of 598 cases of TRAN 1/2 and 1881 cases relating
to migration have been received by GSTN till 15™ June 2018
from tax officers

* Examination m 170 cases related to TRAN-1/2 and 748
Cases related to  Migration / Registration have been
examined by GSTN and the analysis presented to the IT-
GRC in its first meeting held on the 2224 June 2018

* IT-GRC allowed 122 taxpayers to file their TRAN 1 / TRAN
2 and 406 taxpayer to complete their migration process

* IT-GRC has directed the Law Comnmuttee to map the
consequential issues related to such filing of TRAN 1/2 and
migration and suggest ways to handle such situations,
wherever required
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Implementation of decisions of IT-GRC & examination of furthgy:non
Lots

TTTAX
MARKET

GSTN 1s ready for enabling Enrolment/Migration and filing of TRAN-]
Decision of Law Commuttee on the start and end date for filing TRAN 1
and subsequently TRAN 2 is awaited

As on 15% July 2018 a total of around 3500 grievances of Migration
ftegistration /| TRAN 1/ TRAN 2/ GSTR 3B / GSTR. 1/ITC 01 /ITC
04 etc. have been received by GSTN's Nodal officer

In the first lot, 918 cases (748 migration and 170 TRAN 1 / TRAN 2)
cases were presented to the IT-GRC

Another lot of around 1200 cases have been examined by GSTN and
will be put before the IT-GRC

Remaining cases are under investigation with respect to the cause and
checking of logs n GSTN system

. L
THETY
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'NJ‘ATGN

Discussion in Officer's Meeting on 20™ July 2018 <l ManrET

Issue: Many taxpavers did not file Part B of FORM GST REG-26.
therefore, were given only a provisional ID but not GSTIN. Currently,
these taxpavers cannot file their returns and pay taxes. It has been
requested that migration may be allowed in such cases.

Proposal:
(1) To allow migration of the taxpayers who had filed Part A and

obtained provisional 1d but did not file Part B of FORM GST REG-
26 by amending rule 24 of the CGST Rules 2017

(i1} The Centre / Principal State Nodal officers to recommend such cases
to GSTN by 14% August 2018

(iii) Late fee for late filing of retum will be waived (by way of refund in
electronic cash ledger) in such cases but interest will be charged on
delayed pavments.

It is also proposed to expand the mandate of the IT-GRC to allow

migration even in cases where the migration did not take place for

reasons other than technical glitches

Thank You
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Annexure 4

Proposed Changes in GST Laws

Law Amendment Proposals
28" Meeting of GST Council
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B ATION

Introduction (2/3) [

1 Four joint meetings of the LC & LRC were held to finalize the proposals &
draft formulations

a Draft proposals that were agreed upon after the said four meetings were
further discussed by the LC on 06.07.2018

4 Finalized proposals for amending the law were collated in the broadsheet
containing a total of 46 proposals for amending

v CGST Act, 2017 (38)

v IGST Act, 2017 (7)

v UTGST Act, 2017 (1)

v GST (Compensation to States) Act, 2017 (2)

Introduction (3/3) L e

J Broadsheet containing the 46 proposals (as finalized by the LC on
06.07.2018) was placed in the public domain
(https://www.mygov.in/), with the approval of GIC, from
09.07.2018 to 15.07.2018, for inviting comments from the trade
and public

2 A total of 1270 suggestions were received on the said URL

0 Suggestions were also received from FICCI, ASSOCHAM, Cll, PHD
Chambers, SIAM, BCAS, ICAI, L&T, Maruti Suzuki, Export
Promotion Council of EOU & SEZ, E&Y, PVR & Co., IMC, PwC and
AMCHAM etc.
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Annexure 5

Presentation on Return Design

Simplification of GST Return

GST Council Meeting on 215t july, 2018

Scheme of presentation:

1) Main features
2) Return structure
3) Quarterly return
4) Proposal before the council

Background and Process

» GST Council in its 27th meeting held on 4th of May, 2018 had
approved the basic principles of GST return design and directed

the law committee to finalize the return.

» Based on the decisions of the council and guidance of GoM, the
GST Law Committee have further detailed the GST return which
is now before the council for approval.

» Wide consultations were held with trade and GST compliance

community during the process and their inputs have been duly
incorporated in the return design.

» GSTN and the implementing IT company were part of the return

design process and are fully on board with the design.
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Key Features

Monthly return: All taxpayers excluding small taxpayers and a few
exceptions like ISD etc. shall file one monthly return.

Quarterly Return: Small taxpayers having turnover below Rs. 1.5 Cr.
may file quarterly return with monthly payment of taxes.

Staggered date: The due date for filing of return by a large taxpayer
shall be 20th of the next month whereas the due date for the smaller
taxpayers shall be 25th.

Nil return: Taxpayers who have no output tax liability and no input
tax credit to file return through SMS.

Continuous uploading and viewing: Facility for continuous upload of
invoices by the supplier and viewing by the recipient along with tax
ayment status of an invoice shall be available.

Pagel06 of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM



» Pending invoices: Pending invoices are invoices which have been uploaded by
the supplier for which supplies have not been received or the recipient is of

the view that the invoice needs amendment.

» Better availability of credit: Where goods or services have been received
before filing of a return by the supplier, input tax credit for the same can be

availed by the recipient.

» No automatic reversal of credit: There shall not be any automatic reversal of
input tax credit at the recipient’s end where tax has not been paid by the
supplier,

» The first response of revenue administration in case of default in payment of

tax shall be to recover it from seller,

» In some exceptional circumstances like missing dealer, closure of business
by the supplier, recovery of input tax credit from recipient shall be through a
due process of service of notice and personal hearing.

v Amendment of return: To err is human and therefore the new return
design provides facility for amendment of invoice and also the other

details filed in the return.

» Amendment shall be carried out by filing of a return called amendment
return. For each of the tax period, upto two amendment returns can be
filed.

» Payment would be allowed to be made through the amendment return

as it will help save interest liability for the taxpayer.

» Negative liability due to amendment return shall be carried forward to
the next liability.

+» Late fee: For change in liability of more than 10% through an
amendment return, a late fee may be prescribed after sometime of the

implementation of the new return.
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» Exports: The table for export of goods in return would contain details of the
shipping bill also.

» The registered person can either fill this information at the time of filing the return
or after filing of the return using a separate facility for uploading shipping bill

details.
+ There shall be facility for correcting details of the shipping bills submitted.

+ Supply side control: For a newly registered taxpayer and a taxpayer who has
defaulted in payment of tax beyond a time period and/or above a threshold,
uploading of invoices shall be allowed only after the default in payment of tax is

made good.

Return format: The main return shall have two main tables, one for reporting

supplies on which tax liability arises and one for availing input tax credit.

Some additional details are also proposed to be captured for ascertaining turnover

-

and taking details of capital goods credit.

Profile based return: There are many kinds of supplies which can be
made under GST and also there are many types of inputs using which
input tax credit can be availed. A questionnaire shall be used to profile
the taxpayer and only a part of return shall be shown to him.

Sr. No. Description Option
1. Do you intend to file ‘Nil’ return Yes . No
2. Choose the type of return to be filed. Sahaj Sugam
Monthly Quarter
Profile -ly
. Profile
3. Would you like to create a new profile ? Yes No
Sr. No. Dcscﬁption 'Optvion
I Have you made B2C supply (table 3A) Yes No
2. Have you made B2B supply (table 3B) Yes No
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Invoice upload: Uploaded invoices in the annexure of the return shall
auto-populate the main liability table of the return.

Auto-populate Annexure to Main Return

<Frrm—

Main Return

A g b S

oot

Tonke s 4

Invoice upload Table in Annexure

GSTIN/ | Place of Document details Tax | Taxable Tax amount
UIN Suppl te 1
(Nm’;f Type |No. |Date |Value | ™| Y |Integrated | Central | State / | Cess
of tax tax uT
State)
doc. tax
1 2 3 4 5 6 7 8 9 10 11 12

3B. Supplies made to

registered persons (other than those attracting reverse charge)
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Structure of the return: Upload-lock-pay

1&2 | GSTIN& Name

4. Summary of input tax credit (ITC)

‘3. Summary of Supplies made and tax

A. Details of Credit received based on auto-
liability

population

A. Details of outward supplies

B. Details of reversal, rejection, pendency and

B. Details of inward supplies attracting adjustment of credit

reverse charge
iC. Net ITC
C. Details of Credit/Debit notes, Advances
received/ adjusted /Other adjustments 6 Interest and late fee
liability
D. Details of supplies having no liability 7 Payment of tax

Quarterly Return with monthly payment: up to 1.5 Cr

1. 83.3%taxpayers would benefit :

SI. No. | Turnover(Cr) No.(Lakhs) | Noin% Rev.Cash % of Total
(Cn)
1 Upto 1.5 71.3L 83.3% 48942 8.85%
2 Above 1.5 143L 16.7% 503944 91.15%
Total 85.6L 552886

2. Even for small taxpayers settlement to the extent of 90% would be monthly, as IGST
utilisation for SGST constitutes 90% of the settlement. IGST used for payment of
SGST s in the order of 250 Cr. below 1.5 Cr.

3. Transaction within small sphere is quite low at 2.2 % and credit utilisation is also
lower than medium and large businesses:

85.5%
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Quarterly Return : Salient features

+ Quarterly filing and monthly payments: It is proposed to provide facility for filing of
quarterly return to small tax payers with requirement to to pay their taxes on

monthly basis and avail input tax credit on self-declaration basis.

Simplified Quarterly Return: Quarterly return shall be similar to main return with
monthly payment facility but for two kinds of registered persons - small traders
making only B2C supply or making only B2B + B2C supply, further simplified return

has been designed called Sahaj and Sugam.

Payment declaration form for payment of monthly taxes: These small taxpayers

would use a payment declaration form to make the payment.

Sr. No. Description Integrated = Central tax | State/ UT tax | Cess |
tax
1. Liability to pay tax
2 Input tax credit

Continuous uploading of invoices: The recipients from these small taxpayers would need
invoice for availing input tax credit and therefore the small taxpayers would have option

to continuously uplead the invoices.

Lesser information: In Sahaj and Sugam, some of the details of information have been
dropped and such information shall be collected in the annual return eg: HSN details,

non-GST supply, Capital goods credit.

No pending and missing invoices. Small taxpayers may not be in a position to keep
invoices pending as they have fully utilized the credit to keep the cost of business
operations low. Also they have only a few supplies so they can avail Input tax credit by

ensuring that there are no missing invoices,

Lower compliance cost: The benefit of this simplification would be that the compliance
cost for small taxpayers would come down as payment declaration form is not a return

and minor errors in the same would net lead to initiation of any legal action.

One-time option: Option for filing monthly or quarterly return shall be taken from these

small taxpayers once during the beginning of the year.
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Proposal before the GST Council :

1. The monthly and quarterly returns (including SAHAJ and SUGAM)
may be approved.

2.The key features and all the formats of the return May be placed in the
public domain for information.

3. Final features and formats would be finalised with minor amendments
which may be needed due to inputs received from many quarters such as
officers, trade, IT team during development etc. GSTC may authorise GIC
to approve the final format.

4. The final provisions in law shall be finalised In consultation with
suggestions of the Ministry of Law and other inputs which May there after
Be allowed to be approved by the GIC.

Pagell2of 126

Detailed Agenda Note Volume 1 Agedna 29th GSTCM



Annexure 6

Table Agenda for reduction in GST rate from 28% to 18% on certain goods

The list of 28% items has been reviewed and it is felt that on certain itemsa@SThay be reduced
from 28% to 18%. In general, these goods fall under the categories of,-

a) Paints, varnishes and putty;

b) household white goods, namely small TVs (Upto 68 cm), electromechanical domestic
appliances like mixer, juicer, grinder, vacuum cleaner, refrigerators; water heateesc iron

c) Special purpose vehicles, work truck, trailers and semi-trailers;

d) Certain equipment of industrial use;

e) Miscellaneous items involving small revenue

2. The details of these goods are as under:

S. HSN Description Present Proposed
No applicable GST rate
GST rate

1 3208 Paints and varnishes (including enamels and lacq 28% 18%
based on synthetic polymers or chemically modif
natural polymers, dispersed or dissolved in a n
agueous medium; solutions as defined in Note 4 to
Chapter

2 3209 Paints and varnishes (including enamels and lacq 28% 18%
based on synthetic polymers or chemically modif
natural polymers, dispersed or dissolved in an aqu
medium

3 3210 Other paints and varnishes (including enamels, lacq 28% 18%
and distempers); prepared water pigments of a kind
for finishing leather

4 3214 *ODJLHUVY SXWW\ JOdnewd, Qaiilk®yg 28% 18%
FRPSRXQGY DQG RWKHU PDVW
refractory surfacing preparations for facades, ing
walls, floors, ceilings or the like

5 8418 Refrigerators, freezers and other refrigerating or free 28% 18%
equipment, electric or other; heat pumps other thai
conditioning machines of heading 8415

6 8508 Vacuum cleaners 28% 18%

7 8509 Electro-mechanical domestic appliances, with S 28% 18%
contained electric motor, other than vacuum cleane
heading 8508 [other than wet grinder consisting of s
as a grinder]
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8510

Shavers, hair clippers and hair-removing applian
with self-contained electric motor

28%

18%

8516

Electric instantaneous or storage water heaters
immersion heaters; electric space heating apparatu
soil heating apparatus; electrothermic hair-dres
apparatus (for example, hair dryers, hair curlers, cul
tong heaters) and hand dryers; electric smoothing if
other electro-thermic appliances of a kind used
domestic purposes; electric heating resistors, other
those of heading 8545

28%

18%

10

8528

TV upto the size of 68 cm

28%

18%

11

8705

Special purpose motor vehicles, other than th
principally designed for the transport of persons or gq
(for example, breakdown lorries, crane lorries,
fighting vehicles, concrete-mixer lorries, road sweeg
lorries, spraying lorries, mobile workshops, mok
radiological unit)

28%

18%

12

8709

Works trucks, self-propelled, not fitted with lifting
handling equipment, of the type used in factor
warehouses, dock areas or airports for short dist
transport of goods; tractors of the type used on rail
station platforms; parts of the foregoing vehicles

28%

18%

13

8716

Trailers and semi-trailers; other vehicles,
mechanically propelled; parts thereof [other than S
loading or self-unloading trailers for agricultur
purposes, and Hand propelled vehicles (e.g. hand
rickshaws and the like); animal drawn vehicles]

28%

18%

14

9504

Video games consoles and Machines, article
accessories for billiards [9504 20 00], other gar
operated by coins, banknotes, i.e., casino games [95
00] and others [other than board games of 9504 90

28%

18%

15

9616

Scent sprays and similar toilet sprays, and mounts
heads therefor; powder-puffs and pads for the applic:
of cosmetics or toilet preparations

28%

18%

16

9804

All dutiable articles intended for personal use

28%

18%

17

9614

Smoking pipes (including pipe bowls) and cigar
cigarette holders, and parts thereof

28%

18%

The net revenue loss on account of above reduction will about Rs 6315 crore in a fygancial
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Annexure 7

Table Agenda on Digital Payments

Briefly stated, with an objective to incentivise digital transactionshgenda Note [Annexure-I] was
circulated for consideration by the GST Council in it§ 28eeting [held on 10.11.2017]. The said
Agenda Note proposed for providing a concession of 2% in GST rate [where thet@3$as 3% or
more] on B2C supplies, for which payment is made through digital mode [1% reactapplicable
CGST and SGST rates, if the applicable GST rate is 3% or more] subject tm@ @eRs. 100 per
transaction, interalia, on the following grounds:

(a) With this incentive, consumer will be offered two prices; one with normal @&#3s for
purchases made through cash payment and the other with 2% lower GST ratetdbr digi
payments.

(b) The consumer will see visible benefits of making payments [for supplies receivadhpy
through digital mode, in terms of reduction in tax amount payable.

1.1. The said Agenda Note also stated that this concession would not be available toreapplies
by registered persons paying tax under the Composition Scheme.

2. The Agenda Note sought in principle approval of the
Council for the above proposal, along with authorisation to the GST Implementation @=e1]@iC]

to approve changes in the CGST/SGST/UTGST Rules necessary for implementing this proposal.

3. Subsequently, an addendum to the said Agenda Note was placed before the GST Gsuncil in
27th meeting (held on the 04.05.2018) [Annexure I1].

4. The GST Council constituted a GOM to look into the issue. The GOM after detailed deliberations
concluded that while the proposal is good for the economy, its implementatiderdaferred for some

time as GST is yet not fully stabilised, the new return process is stilliwprogress, GST revenue still

to reach a comfortable level and the revenue implications of the proposal areagnjiigenda Note.

8 refers]

5.1 Whileitis a common view that digital transactions needs to be irisedticertain concerns have
been expressed as regard its coverage in GST, revenue implications, beneficiary of sueb,iandnt
implementation modalities.

5.2 These aspects have been re-examined. Incentivising digital payments heaehiagrpositive
implications for the economy. Apart from providing visible upfront benefiteaking digital payments
and thereby incentivising digital payment, it will also result in,-

a) better compliance;

b) gradual formalisation of economy;
c) reduction in cash transactions and
d) accordingly, a buoyancy in revenue

5.3 Accordingly, following proposal is placed before the council:

i) the GST concessions on digital payments be given on the B2C transactions through the
modes that are used across the country. Accordingly, it is proposed that toviblegas T
concession be given only on the B2C transactions made through RuPay (Debit @ard) an
UPI-Unified Payment Interface, BHIM, USSD.
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i) the GST concession shall be given by way of refund to the consumer in his aboowgit t
an automated route.

iii) the concession shall be 10% of the CGST, 10% of SGST paid subject to the total ceiling of
Rs 100 (Rs 50 CGST and Rs 50 SGST) per transaction.

5.4 This proposal would ensure wide coverage in terms of consumers, simplified implementati
and a direct incentive to the consumer. IT infra to implement account linked refund is alreadyeavailabl
(similar cash back is already in operation for auto fuels) which may require minorngeaki

6. Revenue implications:
6.1 The volumes and revenue implication under the proposed modes are as follows:

A. Volumes:

S. No. Modes Volume (17-18) | Value (17-18)
[In Cr] [In Cr]
1 |UPI-Unified Payment Interface, BHIM, USSD 92 109832
2 RuPay (POS) 46 48886
3 |RuPay (eCom) 21 16635
Total 159 175353

Source: NPCI/MeitY

B. Revenue implication: A large number of digital transactions may be done for utility payments
or other payments that do not attract GST. The benefit would accrue only draB&&xctions involving
GST supplies. Further Benefit would be restricted to Rs 100 per transactiondiAgbgrrevenue
estimation done is as follows.

S. No.| Description Amount
1 |Average value per transaction Rs 1103
2 |Weighted average GST rate 14%
3 |[If 33% of the above stated transactions are eligible Rs 1636 cr

for benefit-the revenue implication at the rate of 209
of GST paid would be = Total Value*(33%)*weightec
rate (5)*20%

4 |If 25% of the transactions are eligible for concessiol Rs 1239 cr
the implication would be

5 |If 20% of the transactions get the benefit, the GST Rs 991 cr
concession would be

7. In the above background, the Council may consider providing a concession equal to 20% GST
paid on B2C supplies, for which payment is made through digital mode of UkédJayment
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Interface, BHIM, USSD and RuPay Debit card [10% each from applicable CGST and&&SDr as

the case may be, 20% of IGST paid] subject to a ceiling of Rs. 100 per transHaisoconcession
would, however, not be available to supplies made by registered persons paying taxhender t
Composition Scheme.

8. The CGST amount given as cash back shall be pooled in by the Centre and SGST amount shall
be pooled in by the Respective States.

0. On approval of the proposal, the exact modalities for providing the concessianespatlin
place in consultation with the Line Ministry (MeitY).
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Second Addendum to Agenda Note on

Incentives to promote Digital Transactions

(CIRCULATED FOR GST COUNCIL MEETING HELD ON 16 NOVEMBER, 2017)

Briefly stated, with an objective to incentivise digital transactionsh@enda Note [Annexure-I] was
circulated for consideration by the GST Council in it§ 28eeting [held on 10.11.2017]. The said
Agenda Note proposed for providing a concession of 2% in GST rate [where thet@$as 3% or
more] on B2C supplies, for which payment is made through digital mode [1% reaclapplicable
CGST and SGST rates, if the applicable GST rate is 3% or more] subject tmg @eRs. 100 per
transaction, interalia, on the following grounds:

(a) With this incentive, consumer will be offered two prices; one with norn®&il Gates for
purchases made through cash payment and the other with 2% lower GST ratetdbr digi
payments.

(b) The consumer will see visible benefits of making payments [for supplies receivadhpy
through digital mode, in terms of reduction in tax amount payable.

The said Agenda Note also stated that this concession would not be availabfgplies made by
registered persons paying tax under the Composition Scheme.

2. The Agenda Note sought in principle approval of the
Council for the above proposal, along with authorisation to the GST Implementation @B{@IC]

to approve changes in the CGST/SGST/UTGST Rules necessary for implementing this proposal.

3. Subsequently, an addendum to the said Agenda Note was placed before the GST Gisuncil in
27th meeting (held on the 04.05.2018) [Annexure I1].

4. The GST Council constituted a GOM to look into the issue. The GOM after detailed deliberations
concluded that while the proposal is good for the economy, its implementatiderdeferred for some

time as GST is yet not fully stabilised, the new return process is stklivprogress, GST revenue still

to reach a comfortable level and the revenue implications of the proposal areamgnjiigenda Note.

8 refers]

5.1 While itis a common view that digital transactions needs to be wisedticertain concerns have
been expressed as regard its coverage in GST, revenue implications, beneficiary of sued,ianent
implementation modalities.

5.2 These aspects have been re-examined. Incentivising digital payments heaehiagrpositive
implications for the economy. Apart from providing visible upfront benefitsaking digital payments
and thereby incentivising digital payment, it will also result in,-

a) better compliance;

b) gradual formalisation of economy;
c) reduction in cash transactions and
d) accordingly, a buoyancy in revenue

5.3 Accordingly, following proposal is placed before the council:
i) the GST concessions on digital payments be given on the B2C transactions through the
modes that are used across the country. Accordingly, it is proposed that toviblegaS T
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concession be given only on the B2C transactions made through RuPay (Debit @ard) an
UPI-Unified Payment Interface, BHIM, USSD.

ii) the GST concession shall be given by way of refund to the consumer in his aboowgit t
an automated route.

iii) the concession shall be 10% of the CGST, 10% of SGST paid subject to the total ceiling of
Rs 100 (Rs 50 CGST and Rs 50 SGST) per transaction.

5.4 This proposal would ensure wide coverage in terms of consumers, simplified implementati
and a direct incentive to the consumer. IT infra to implement account linked refund is alreaayleavail
(similar cash back is already in operation for auto fuels) which may require minorngeaki

6. Revenue implications:
6.1 The volumes and revenue implication under the proposed modes are as follows:

A. Volumes:

S. No. Modes Volume (17-18) | Value (17-18)
[In Cr] [In Cr]
1 |UPI-Unified Payment Interface, BHIM, USSD 92 109832
2 |RuPay (POS) 46 48886
3 RuPay (eCom) 21 16635
Total 159 175353

Source: NPCI/MeitY

B. Revenue implication: A large number of digital transactions may be done for utility payments
or other payments which do not attract GST. The benefit would accrue only onr&#actions
involving GST supplies. Further Benefit would be restricted to Rs 100 peyatdon. Accordingly
revenue estimation done is as follows.

S. No. Description Amount
1 |Average value per transaction Rs 1103
2 |Weighted average GST rate 14%
3 |[If 33% of the above stated transactions are eligible Rs 1636 cr

for benefit-the revenue implication at the rate of 209
of GST paid would be = Total Value*(33%)*weightec
rate (5)*20%

4 If 25% of the transactions are eligible for concessiol Rs 1239 cr
the implication would be

5 [If 20% of the transactions get the benefit, the GST Rs 991 cr
concession would be
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7. In the above background, the Council may consider providing a concession equal to 20% GST
paid on B2C supplies, for which payment is made through digital mode of URédJiayment
Interface, BHIM, USSD and RuPay Debit card [10% each from applicable CGST and&&§Dr as

the case may be, 20% of IGST paid] subject to a ceiling of Rs. 100 per transHaisoooncession

would, however, not be available to supplies made by registered persons paying taxhander t
Composition Scheme.

8. The CGST amount given as cash back shall be pooled in by the Centre and SGST amount shall
be pooled in by the Respective States.

9. On approval of the proposal, the exact modalities for providing the concessianespatlin
place in consultation with the Line Ministry (MeitY).
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ANNEXURE #I

Incentives to promote Digital Transactions

[FOR GST COUNCIL MEETING TO BE HELD ON ItNovember, 2017]

To incentivise digital transaction it is proposed to provide a concessiov af ST rate on B2C
supplies, for which payment is made through digital mode [1% each from applicaBIle &hd SGST

rates, if the applicable GST rate is 3% or more] subject to a ceiliR$.0£00 per transaction. This
effectively means that applied rate of GST for such transactions w2lVbewer than the otherwise
applicable GST rate, though subject to a ceiling of Rs. 100 per transactismcfoiincentive. This
scheme, however, would not be available to registered persons paying tax under the composition
scheme.

2. With this incentive, consumer will be offered two prices; one with norngl Gtes for
purchases made through cash payment and the other with 2% lower GST ratdédopalgients. As
a result the consumer will see visible benefits of making payments [for supgdised by him]
through digital mode, in terms of reduction in tax amount payable.

3. For example, if the GST rate applicable to supply a particular goods/serviéé,ith&d B2C
supply of such goods, where payment made through digital mode will be 16%t} soilgj@naximum
GST concession of Rs. 100 per transactions.

[llustration:

Value of goods/service= Rs 5000
Tax payable if payment made in cash = Rs 900 [18% of Rs. 5000]
Tax payable if payment made digitally = Rs 800 [16% of Rs. 5000]

Upfront tax incentive to the customer = Rs 100.

4, Estimated revenue implication [based on information provided by MeitY]

X In 2016-17, the number of digital transactions was 1076 crore. Average value per
transaction (based on debit and credit card transaction) was Rs 1833. Risttloé t
transaction below Rs 1000 were 16%, between Rs 1000 and Rs 2000, were 14%, and
above Rs 2000 were 70%.

X In 2017-18, the estimated number of digital transaction for the finareaall800. Till
Oct this number was 1000 crore.

x Based on these numbers ( taking annual number of digital transaction as 1800 crore),
the revenue implication of the proposal is estimated to be as follows:
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Tax relief (2%)

Taking Average size (Rs) 1500 1800
% of transaction getting benefit Tax Implication (Rs Crore)
20% 10800 12960
30% 16200 19440
40% 21600 25920
5. The loss in tax revenue may however be recovered to certain extent through better compliance.

It would further encourage digital payment and consumer would seek these services from merchants.

6. This proposal was discussed by the Fitment Committee BnO8fober, 2017, but the
Committee could not arrive at consensus on the issue.

7. It is proposed that the Council may kindly accord in principle approval tpripssal. Further the
GIC may be authorised to approve the changes in the CGST / SGST/UTGST Rrdespasended by
the Law Committee, in order to implement this proposal.
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Annexure -l

ADDENDUM TO AGENDA NOTE

Incentives to promote Digital Transactions

[CIRCULATED FOR GST COUNCIL MEETING HELD ON I NOVEMBER, 2017]

Briefly stated, with an objective to incentivise digital transactionsh@enda Note [Annexure-I] was
circulated for consideration by the GST Council in it§ 28eeting [held on 10.11.2017]. The said
Agenda Note proposed for providing a concession of 2% in GST rate [where th@t@Sias 3% or
more] on B2C supplies, for which payment is made through digital mode [1% reactapplicable
CGST and SGST rates, if the applicable GST rate is 3% or more] subject tmg @eRs. 100 per
transaction, interalia, on the following grounds:

(a) With this incentive, consumer will be offered two prices; one with normal &&3s fo
purchases made through cash payment and the other with 2% lower GST ratetdbr digi
payments.

(b) The consumer will see visible benefits of making payments [for supplies receivedpy
through digital mode, in terms of reduction in tax amount payable.

The said Agenda Note also stated that this concession would not be availabfgplies made by
registered persons paying tax under the Composition Scheme.

2. The Agenda Note sought in principle approval of the
Council for the above proposal, along with authorisation to the GST Implementation @=s{@iC]
to approve changes in the CGST/SGST/UTGST Rules necessary for implementing this proposal.

3. Taking the annual number of digital transaction as 1800 crore [which includeddsb of
digital transactions], the revenue implication of the proposal was estimated as under:

Tax relief (2%)

Taking average transaction size (RS) 1500 1800
% of transaction getting benefit Tax Implication (Rs Crore)
20% 10800 12960
30% 16200 19440
40% 21600 25920
4, However, due to paucity of time the said Agenda Note was not discusged®$T Council

in its 239 meeting [held on 10.11.2017] and in"%eeting [held on 18.01.2018].

5. As mentioned above, concession of 2% in GST rate on B2C supplies, apart from providing
visible upfront benefits of making digital payments and thereby incentivisingldigiyment, will also
result in,-
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a) better compliance;
b) gradual formalisation of economy; and
c) reduction in cash transaction vis-a-vis GDP .

6. Meanwhile, the full year granular data, mode wise, on digital paymen®01ot-18 was
obtained from MeitY and the details are as under:

S. Modes Volume (17-18) | Value (17-18)
No. [in Cr] [In Lakh Cr]
1 |NACH (National Automated Clearing House) 237 9.7
2 |IMPS (Immediate Payment Service) 101 8.9
3 |UPI+ BHIM+USSD [Unified Payments Interface, 92 1.1

Bharat Interface for Money, Unstructured Supplemer
Service Data)

4 RuPay (POS) 46 0.5
5 |RuPay (eCom) 20 0.2
6 |AEPS Total (Aadhaar Enabled Payment System) 98 0.3
7 BBPS (Bharat Bill Payment System) 3 0.0
8 |INETC (National Electronic Toll Collection) 13 0.0
Sub Total ( Source : NPCI) 610 20.7
9 |Debit Card ( excluding RuPay) 262 3.9
10 Credit Card 138 4.5
11 NEFT 189 175.1
12 |M-Wallet 301 1.1
13 RTGS 12 1500.9
14 |PPC 44 0.3
Sub Total ( RBI) 946 1686
15 |Closed Loop 111 0.02
16 |Internet Banking 143 99.3
17 |Mobile Banking 62 2.7
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18 |Others 120 21.5
Sub Total ( BANK ) 325 123.5
Total 1992 1830

Source: MeitY

7. Payment modes namely, RTGS, NEFT, IMPS (Immediate Payment Service), NACH (National
Automated Clearing House), NETC (National Electronic Toll Collection) andedl Loop may not in
general be used for procuring goods and services. While, the remaining modes, namely,
UPI/BHIM/USSD, RuPay, AEPS, BBPS, Debit Card, Credit Card, m-wallet, PR&n@attbanking,
mobile banking and other banking modae generally used for procuring taxable goods and services.
The volume and value of transactions for these modes and average size of transactions is as below:

Without internet banking With internet banking an
and other transactions [{ other transactions [S. No. ]
No. 18 of the Table above] of the Table above]

Total no of transactions 1066 crore 1329 crore
Value of transactions (Rs.) 14.6 lakh crore 135.4 lakh crore
Average size of transaction (Rs.) 1400 10158

8. Based on above numbers, the revenue implication of the proposal [taking the avssarf

the transaction as Rs. 900, Rs, 1200 and Rs. 1400] is re-estimated as under:
Tax relief (2%)

Taking Average size on which concession ig 900 1200 1400
allowed (Rs)

A. Without internet banking and other transactions
[No. of transactions being 1066 crore]

% of transaction getting benefit Tax Implication (Rs Crore)
20% 3838 5117 5970
30% 5756 7675 8954
40% 7675 10,234 11,939

B. With internet banking and other transactions
[No. of transactions being 1329 crore]

% of transaction getting benefit Tax Implication (Rs Crore)
20% 4784 6379 7442
30% 7177 9569 11,164
40% 9569 12,758 14,885
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*Formula for revenue implication = No. of transactions X % of transaction gégtinefit X Ticket Size
X 2/ 100

8.1. However, the above revenue implication may vary, as the RTGS, NEFT, IMPS artl NAC
modes of digital payments may occasionally, be used for payment for procuribtetgrads and
savices.

0. In the above background, the Council may consider providing a concession of 2% liat&ST
[where the GST rate was 3% or more] on B2C supplies, for which paymeadss tlrough digital
mode [1% each from applicable CGST and SGST rates, if the applicablet®$33% or more] subject
to a ceiling of Rs. 100 per transaction. This concession would, however, not belavailsipplies
made by registered persons paying tax under the Composition Scheme.

10. The exact modalities for providing the concession of 2% in GST would be findbrgdvwath
the new GST return. The proposed concession in GST will be made effective timmthve new GST
return will be introduced.
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File No: 484/2% GSTCM/GSTC/2018
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 27 July 2018

Notice for 23" Meeting of the GST Council on 04 August 2018

The undersigned is directed to refer to the subject cited above and to say thétNMeef#8g of the GST Council will be held on Saturday, 4 August
2018 from 11:00 am onwards at Hall No 2-3, Vigyan Bhawan, New Delhi. The Meeting is conversedi$s diainly the issues, concerns and suggestions
of the Micro, Small & Medium Enterprises (MSME) in the GST regime and any other agenda with tissiperof the Chairperson of the Council.

2. The Detailed Agenda Note, if any, will be sent separately in due course of time.

3. All State Governments and CBIC are requested to send their suggestoomerete action points for this single agenda item to Member (GSTJ, [CB
GST Council before 20July, 2018, as discussed in thé"Z8ST Council Meeting.

4. B3OHDVH FRQYH\ WKH LQYLWDWLRQ WR WKH +RQTYEOH OHPEHUV RI WKH *67 &RXQFLO WR DWWV

(-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 +RQTEOH OLQLVWHU RI )LQDQFH *RYWWHQRKID W HI X, QG D/gtar Bhdi/iHd &b e RShilE onedtid. O K
36 WR +RQYEOH OLQLVWHU RI 6WDWH )LQINQ FIHHZ *RYKU QHAMQWWRIH, Q6 inXtet WRUUtWHR aBol@EiRidid + R Q
meeting.
3. The Chief Secretaries of all the State Governments, Delhi and Puducherry waitpuidsst 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 meetin
4. Chairperson, CBIC, North Block, New Delhi, as a permanent invitee to the proceedings of the Council.
5. Chairman, GST Network

Detailed Agenda Note Volume 2 Agenda for 29th GSTCM



Agenda Items for the 29" Meeting of the GST Council on 04 August 2018

Confirmation of the Minutes of #BGST Council Meeting held on 23uly, 2018
Discussion to address issues and concerns of Micro, Small & Medium Enterprises (MSME) in GST regime
Incentivising Digital Payments in GST Regime

Any other agenda item with the permission of the Chairperson

a > v nhp e

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

Agenda ltem 2: Discussion to address issues and concerns of Micro, Small & Medium Enterprises (MSME) in G&fime

The GST Council in its 28meeting held on 21.07.2018 decided to consider all the issues related to the Micro, Small and Medium EMSMiSéer
short) in its next meeting to be held on 04.08.2018 after obtaining suggestions from the stakeholdigig asfrex grass-root level.

2. Accordingly, around 350 actionable suggestions received from the Central and Staten@onteeand Chambers of Industry and Commerce were collated in a
broadsheet and placed in the following four categories:

® Administrative-related issues
(ii) Clarifications sought
(iii) Rules and notifications related

(iv) Law-related issues

3. Further, under the above four categories, the suggestions have been placed in the descerdfittyedrdguency of the number of times they have been made
by different stakeholders. Issues which do not pertain to the MSME sector have been segregated and glygachia broadsheet.

4, Accordingly, it is proposed to place the broadsheet containing the various proposals/suggtsttdn® the MSME sector before the GST Council.
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Addendum to Agenda ltem 2 for
29" GST Council Meeting

Volume %3

04 August 2018
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File No: 484/2% GSTCM/GSTC/2018
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 27 July 2018

Notice for 23" Meeting of the GST Council on 04 August 2018

The undersigned is directed to refer to the subject cited above and to say thét\ee=®8g of the GST Council will be held on Saturday, 4 August
2018 from 11:00 am onwards at Hall No 2-3, Vigyan Bhawan, New Delhi. The Meeting is conversedi$s diainly the issues, concerns and suggestions
of the Micro, Small & Medium Enterprises (MSME) in the GST regime and any other agenda with tlssiperof the Chairperson of the Council.

2. The Detailed Agenda Note, if any, will be sent separately in due course of time.

3. All State Governments and CBIC are requested to send their suggestimmerete action points for this single agenda item to Member (GS1G, /CB
GST Council before 20July, 2018, as discussed in thé"Z8ST Council Meeting.

4. B3OHDVH FRQYH\ WKH LQYLWDWLRQ WR WKH +/@féetng. OHPEHUV RI WKH *67 &RXQFLO WR DWWV

(-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 +RQTEOH OLQLVWHU RI )LQDQFH *RYWWHQRKID W HRTHXRIGNEDNVHL BEUOM K% 19 R FONE RDAAZ  WHKOHK
36 WR +RQYEOH OLQLVWHU RI 6WDWH )LQINQ FIHHZ *RYKU QAMQWWRIH, Q6 inXtet WRUUtWHR aBfol@EiRdild + R Q
meeting.
3. The Chief Secretaries of all the State Governments, Delhi and Puducherry wéitpudt 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 meetin
4. Chairperson, CBIC, North Block, New Delhi, as a permanent invitee to the proceedings of the Council.
5. Chairman, GST Network
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Agenda Items for the 29" Meeting of the GST Council on 04 August 2018

Confirmation of the Minutes of #BGST Council Meeting held on 23uly, 2018
Discussion to address issues and concerns of Micro, Small & Medium Enterprises (MSME) in GST regime
Incentivising Digital Payments in GST Regime

Any other agenda item with the permission of the Chairperson

L

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

Agenda Item 2 (Addendum) Discussion to address issues and concerns of Micro, Small & Medium Enterprises (MSME) in GST re@m

After circulation of Detailed Agenda Notes/olume 2 of the 29 GST Council Meeting on 31 July 2018, States of Delhi, Gujarat, CBIC Zoranchi and
Hyderabad and Federation of Indian Micro and Small & Medium Enterprises (FISME) haeededwssues pertaining to MSMEs. Additional issues received from
West Bengal earlier are also incorporated in this compilation.

2. Accordingly, the broadsheet containing the various proposals/suggestions oceM&ME sector, in addition to those placed before the Council in Volime
2 of the Detailed Agenda Note, is placed before the Council as addendum to the Agenda Item 2.
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State/
Centre

Name of the
Taxpayer /
Association

Grievance / Issue

Trade Suggestions

State /Centre Comments

Action

Guijarat

Gujarat Chambe
of Commerce &
Industry

There are 600 industrial SME clusters 3
7000 artisan/micro Enterprise cluste
operating in India. For developing the
MSME clusters, there is a need f
Common Facility Centre, where th
MSMEs can avail Facilities like R&D Lak]
Testing Centre, Pilot Plant facilities, Ste
of the art Library, Convention Centre al
Training Centre for manpower potential f
the Skilled Development also for Start-1
Training and Getting training program fi
skilled and semi-skilled workers.

Government support is heeded for setting

Larger issue. Related to policy ¢
MSME.

Not
GST

related

to

Gujarat

Gujarat Chambe
of Commerce &
Industry

As per Public Procurement Policy fi
Micro and Small Enterprises (MSE;]
annual procurement of minimum 20% h
to be made by Public Sector Undertakir
and other Government institutions fro
Micro & Small Enterprises. At presel
Service industries are taking the maximt
benefits and manufacturing sectors are
getting these benefits due to vario
reasons. Also, there is lack of transpare|
in the tendering process.

The public procurement target should
complied in true sprit by the PSUs

Norms should be made more transparent
practical and the policy should be revis
accordingly so that manufacturing units g
encouraged to take benefit

Larger issue. Related to policy ¢
MSME.

Not
GST

related

to

Gujarat

Gujarat Chambe
of Commerce &
Industry

Many Banks are not helping the Sick Un
once they categorized as NPA. T
unavailability of handholding and lack (¢
financial support causes the unit to clc
down causing large scale unemploymi
and huge losses

Timely and adequate assistance to MSM
and rehabilitation effort should begin on
proactive basis when early signs

sicknessaare detected. The concept

classifying accounts as Special Menti
Account (SMA) should be taken positive]
and necessary support and handhold
should be provided from SMA 1 stage itse
Thus, many Sick units can be revived and
situation of workers getting unemployed ¢

be avoided.

Larger issue. Related to policy ¢
MSME.

Not
GST

related

to
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S. No. State/ Name of the Grievance / Issue Trade Suggestions State /Centre Comments Action
Centre Taxpayer /
Association
4. | Gujarat Gujarat Chambel In line with GOI policy directives tq If Banks strictly follow this directive, man] Larger issue. Related to policy ¢ Not related to
of Commerce &| achieve 20% Year on Year growth in crel MSMEs will be able to expand the MSME. GST
Industry to Micro, Small & Medium sector by a| infrastructure thus resulting in requirement
nationalized Banks, they are not followif more jobs.
this directive. This is a major problem fi
the growth of SMEs.
5. | Guijarat Gujarat Chambe| Automation is rapidly changing the wg - Training provided by the ITIs should f Larger issue. Related to policy ¢ Not related to
of Commerce & MSMEs look at production. Automatio| given on these automatized machines. MSME. GST
Industry reduces the dependence on labour
mechanical tasks on one hand and incre§ -MSMEs should be encouraged to U
the need of manpower possess| automated machines in their factories
specialized skills to operate the|l -Government support for purchase of sy
automated machines. Our MSMEs & automated machineries is needed
much behind other in automation
compared.
6. | Gujarat Gujarat Chambe| The MSMEs need a constant supply | -The labour laws should be simplified al Larger issue. Related to policy ¢ Not related to
of Commerce &| labour for smooth productionHowever,| MSMEs should be provided some lenien MSME. GST

Industry

even though their operations are small, tf
are subjected to the same labour laws |
rules that are applicable to Larg
corporates.

and flexibility in labour laws in order t
increase their employability.

-Self-certification scheme should |
promoted and expanded to include all lab
related laws.

-Hiring Contract labour should be allowed f
MSMEs with simple conditions
-MSMEs should be given freedom to lay-g

such contract labor as needed.
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S. No. State/ Name of the Grievance / Issue Trade Suggestions State /Centre Comments Action
Centre Taxpayer /
Association
7. | Gujarat Gujarat Chambel The number of skills that are beir - New skill sets need to be introduced in { Larger issue. Related to policy ¢ Not related to
of Commerce &| imparted through the ITIs are very le curriculum of technical colleges and ITIs | MSME. GST
Industry when compared to global standards. Thi:
causing a skill gap in the industr| - Districts Industrial centers (DICs) shou
especially for new skills. tie-up with the local industries for ski
training sessions.
- Continuous skill up-gradation plan shou
be introduced in the Industrial Policies of t
States
- There should be an industry-institution ¢
in all ITls, Polytechnics and engineeril
colleges, which will help bridge the gap
identification of right students for the rig
MSMEs.
- Internship for polytechnic and engineeri
students needs to be made mandatory, at
for six months, to give first hand exposure
MSMEs to the students.
8. | Guijarat Gujarat Chambe| The MSMEs have to follow the san| - An efficient and fast alternate dispy Larger issue. Related to policy ¢ Not related to
of Commerce &| grievance re-dressal mechanism | resolution mechanism and a separn MSME. GST

Industry

applicable to Large units, although thi
lack the resources and influence power (¢
large unit. The increasing number
pending cases related to delayed paym
to MSMEs is a witness to this probler
While the impact of a delayed payment
less for a large unit, for an MSME it ma
threaten its very existence.

grievance re-dressal authority need to
established for the MSMEs.
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S. No. State/ Name of the Grievance / Issue Trade Suggestions State /Centre Comments Action
Centre Taxpayer /
Association
9. | Gujarat Gujarat Chambel To balance the employment in rural a - Industrial infrastructure needs to | Larger issue. Related to policy ¢ Not related to
of Commerce &| urban areas, more focus is now requireq developed in the rural area. MSME. GST
Industry develop rural and village-based industrie
- Gujarat can be developed on these line
24 hours electricity is available in rural are
-The State can become a role model for
other states to replicate.
10. | Gujarat Gujarat Chambe| Marketing and branding of the products g - A cluster-based portal with virtug Larger issue. Related to policy ¢ Not related to
of Commerce &| services remains a key concern for { exhibition round the clock will put th{ MSME. GST
Industry MSME units MSMEs on global platform, enhancing tf
market of the products manufactured
MSMEs.
11. | Gujarat Gujarat Chambe| Collateral free loanghe banks are nd -There is a need to implement this sche Larger issue. Related to policy ¢ Department  of
of Commerce &| properly implementing this schem| properly MSME. Financial
Industry MSME units, even though eligible for th -Awareness has to be generated amongs Services.
scheme, are not aware of this scheme | MSMEs regarding this scheme
the banks are also not encouraging { -Scheme application process needs to
scheme as it is collateral free. simplified
-Banks need to encourage this sche
amongst the MSME units and bank branc
should provide information about the sche
and its application process
12. | Gujarat Gujarat Chambe| The dealers are facing issues and difficl -Rectification should be allowed in GSTR-3 The issue will be addressed wi| Law related issug
of Commerce &| in rectifying GSTR-3B. Also, the time limi| and the process should be made simple | implementation of the proposg (New Return
Industry of 10 days for filing GSTR-1 is very shor{ -Time limit for filing GSTR-1 needg simplification of GST Returr] System)
reconsideration procedure.
13. | Gujarat Gujarat Chambe| After dealer applies for cancellation { -It should be ensured that necessary tif This issue will be handled by th

of Commerce &
Industry

registration necessary action is not tak
within 30 days as required by rule 22 (;
Dealer is prevented from filing fres
application and the system shows peni

payable by the dealer for not filing return

bound action is taken within 30 days
-Filing of fresh application should be allowg
-Clarity should be provided on the effecti
date of registration

proposed amendment in the G¢
Act by way of insertion of
provision of suspension ¢
registration.

Law related issug
(Proposed Law
Amendment)
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S. No. State/ Name of the Grievance / Issue Trade Suggestions State /Centre Comments Action
Centre Taxpayer /
Association
14. | Gujarat Gujarat Chambe| The criteria of working days are differe| -The criteria of working days should be kg At present, taxpayer is nq Circular
of Commerce &| for both the department and the taxpay same for both department and taxpayer. | required to have physical contg
Industry This causes delays and confusion wk with  Tax  Authorities.  All
filing returns processes related to registratic
filing of return, claiming refund
payment of tax etc. are made @
line wherein 24*7 services ar
available by GSTN.
15. | Gujarat Gujarat Chambe| The taxpayers currently have to approd An integrated Helpdesk for all GST mattg There is dual control in GST Administrative
of Commerce &| multiple departments at multiple locatiol should be started, which should co-ordin{ Distribution of all taxpayers iy Action
Industry for queries related to SGST, IGST a| with all GST related departments and off made between two authoritie
CGST. Although the departments ha guidance and support to the dealer at a sif Taxpayers are not required
started Helpdesks, these are limited| point. This Helpdesk should also provi{ contact two authorities to resol
issues  concerning  the respecti response to grievances raised through| their issues.
department only. mails.
16. | Gujarat Gujarat Chambe| The late fee for delay in filing of GST retul - The amount of late fee should | Amount of late fee are alread Notification
of Commerce &| is high and, in some cases, exceeds the rationalized and in no case should it excq rationalized by the GST Council
Industry liability of the dealer. There are manycay WKH GHDOHUfV WD[ OLDE
where there has been a genuine delay du
system issues or unintended miste
without the motive of tax evasion, whe
such high penalty has been charged.
17. | Gujarat Gujarat Chambe| Refund is not received within reasonall -It should be ensured that refund is recei\ The issue is already resolved. | Administrative
of Commerce &| time even after order is passed within a specified reasonable time limit aft Action
Industry order is passed
18. | Gujarat Gujarat Chambe| In cases where file is transferred from St| -Balance should be issued in such cases | It is requested to bring specifi Administrative

of Commerce &
Industry

department to Central department &
earlier 90% refund was given under sect
54(6) then balance refund is not issued.

cases in this regard.

Action
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19. | Gujarat Gujarat Chambel While cases are demarcated between § -The demarcation of cases needs to| It is requested to bring specifi Administrative
of Commerce &| and Central Authorities, the supervision| followed strictly and the supervision if refurn] cases in this regard. Action
Industry refund is by internally decided officer ¢ should be done accordingly.
either department. Thus, in some ca
while the case falls within the domain
Central Department the refund
supervised by officer of the Sta
Department and vice-a-versa.
20. | Gujarat Gujarat Chambe| Purchase is in July and export under LUT The issue needs to be discussed and resq This is system related issue a| GSTN
of Commerce &| say in August and there is no excess cri will be resolved by GSTN.
Industry in August then refund is not admissib
because of mismatch in Form 3B & GS1
1
21. | Guijarat Gujarat Chambe| There is widespread confusion amongst| Government should consider a centraliz The issue will be resolved b Law Amendment]

of Commerce &
Industry

MSMEs due to the contradictory advan
rulings made by separate authorities &
there is a fear looming over them that th
would be subjected to heavy penalties in

future due to these contradictory rulings

Authority for Advance Rulings (AAR) tq
clarify certain issues, as existed in {
previous indirect tax regime.

devising appropriate mechanis
in this regard.
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22. | Guijarat Gujarat Chambe| Debit note related problems -Necessary modifications are required in { In commercial transactions, boj Circular
of Commerce &| System requires turnover to be shown in| system and the rules turnover and tax are shown
Industry debit note. In case debit note is to be iss debit note.
only for differential tax, problem ir
submitting debit notes. As per provision of the act, cred
Section 34 for debit note and credit n¢ F D Q 1 \AimEedHorFb@asis of bill o
requires the same to be issued in case w supply. If taxpayer has wrongl
a tax invoice is issued and the price or issued a bill of supply, he ma
tax is wrongly charged. In case the sa rectify his mistake by issuing tg
were earlier claimed as exempted and he invoice in the same tax period
bill of supply was issued and later on t such a way that turnover remai
seller considers it to be taxable still as | the same. Thereafter, this iss
law debit note cannot be issued for tax| can be resolved.
issued then also problem in claiming in
tax credit by the customer because the s¢
had shown sales against bill of supply.
23. | Gujarat Gujarat Chambe| Due to non-refund of GST paid on capi| -Refund of ITC on procurement of capif In the earlier regime, refund wg Law Amendment|

of Commerce &
Industry

goods, units are non-viable from day 1
compared to integrated units and expc
become non-viable due to higher capi

cost

goods should be allowed.

not given on tax paid on capit
goods. This is a policy decision.
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24. | Guijarat Gujarat Chambe| In GST regime almost all services hal -Input used in construction of productior] This is a policy decision. In earlig Law Amendment]
of Commerce &| been covered under 18% tax rate. Howey industrial Building or GST charged B regime, such ITC was nd
Industry GST paid on all the building material iten building contractor for production / industri{ available to taxpayers.
like cement, steel etc. used f| building should be allowed as input G§
manufacturing shed or warehouse | credit.
manufacturing activity is not allowed as
is restricted for credit if used in immovab
property. Factory building is the bas
requirement for installation of plant ar
Machinery and storage of Raw materii
and Finished Goods and without Factc
building no manufacturing process can
carried out, However, the same is f
covered for input credit.
25. | Gujarat Laghu Udyog| GST TRAN #1: Give a chance to all the tax payers just | Gujarat has already represented Notification
Bharti 15days to re-open and let them file and en the Council / Law committee.

Rajkot Chambel
of Commerce &
Industry

As the last date of filing the GST TRAN-
application was 30/09/2017 and due
system failure the date had been exten
unto 28/12/2017, mean while there we
tremendous problem in uploading data
GSTN Portal due to some or the oth
technical glitches

the benefit of the credit in stock as
30/06/2017. As it is One Nation One Tg
many Litigation going in the different cour
in different states in India will get finished, |
one Great step taken by The Finance Minis
of India to re-open the TRAN-1 for 15da
who have not filed till today.
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26. | Gujarat Laghu Udyog| a) A taxpayer cannot avail the benefits| The provisions under Section 17 relating| This cannot be accepted, as th{ Law Amendment
Bharti the Input Tax Credit Goods / Services | the Input Tax Credit needs to be rationaliz can be similar representation fro
construction of immovable property of h and brought at par with the simple conc¢ other sectors
Rajkot Chamber own account or business purpose. that if outward supplies of a person is taxal
of Commerce & then the inward supplies of the goods ang
Industry b) Works Contract service supplied f| services should be allowed as credit, wh
construction of immovable property. are for the business. Immovable Property
case of Hotel Industry, Industries.
27. | Gujarat Laghu Udyog| Waiver of Late Fees for any returns ung¢ Practically, MSME business is engaged it This cannot be accepted, | Notification
Bharti GST Act till March 2018 business in manufacturing and trading | amount of late fee has be¢

Rajkot Chambel
of Commerce &
Industry

many of them are depending on third pa
work for their filing of returns, preparin
accounts, etc. In a small town and villa
there are less of connectivity till today als
So for boosting their level of satisfactig
against GST and Govt., the Govt. sho

waive of penalty till March+2018.

reduced considerably.
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28. | Gujarat Laghu Udyog| Removal of ITC 04 Practically, MSME business is engaged it Revised format of ITC-04 ha Notification

Bharti business in manufacturing but many of th{ been approved by GIC.
are depending on third party job work activ

Rajkot Chamber and for the same they are already upload

of Commerce & E-way Bill during movement of goods on jq

Industry work basis. Further, for filing of anothg
return in ITC-04 is burden to MSME busine
on and above uploading data through E-V
Bill.  Further, based upon E-way Bil
GSTR-1 is going to be generated al
populated. GSTR-1 is not containing &
transaction which are made on job work bg
therefore also ITC-04 is not required beca
there is no any linkage between E-way H
V/s. ITC-04 as well ITC-04 V/s GSTR-In
this situation ITC-04 should not be remo
alternatively it should be voluntary.

29. | Gujarat Laghu Udyog| Annual Return & Audit The powers of audit vested to chartel This cannot be accepted, as th Policy Issue

Bharti accountants and cost accountants under| have to submit his accoun| (Non MSME

GST Law should be extended to Advocat| audited by CA under the Incom issue)

Rajkot Chambel
of Commerce &
Industry

Tax Practitioners.

Tax Act also.

The issue of assigning audit wo
to advocates was alreac
discussed in the meeting of G§
Council. The Council rejected th

proposal.
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30. | Gujarat Laghu Udyog| Complexity due to HSN requirement HSN Summary to omit from purchase retut As per the proposed simplificatig Notification
Bharti or HSN or major raw material should only | of GST Return procedure, tab
asked from for reporting supplies with the tg
Rajkot Chamber liability shall not capture HSN bu
of Commerce & would  continue to capture
Industry suppliesat tax rate levehsis the
present practice. The detaitsf
HSN shall be capturedat four
digits or more from all the
dealers, howeverat different
frequencyof reporting. HSN wise
detailsin a separate table shak
capturedin the regular monthly
return. However, this table shall
be optional for the small
taxpayers. Small taxpayers|
would have facility to report
HSN in the annual return.
31. | Gujarat Laghu Udyog| Credit note only from supplier is creatir allow buyers to add credit note/debit note § This cannot be accepted as b( Law Amendment|
Bharti lot of problem all acceptance from supplier. Credit Note| supplier and recipient cannot |
Debit Note should be abolished and as per allowed to file the details of cred
Rajkot Chambel Central Excise Rules, compulsory bill is to| note / debit note.
of Commerce & issued to avoid credit issues. So,
Industry confusion point of whom to issues and w,
cannot issue will be out
FISME
32. | Gujarat Laghu Udyog| Multiple Returns Make GST ReturrONE only i.e. combing The issue will be addressed wi| Law Amendment
Bharti GSTR 1-2-3 & 3B in one common Form a| implementation of the proposg (New Return
in one single click all data must be filed. | simplification of GST Returrn System)

Rajkot Chambel
of Commerce &

Industry

procedure.
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33. | Gujarat Laghu Udyog| Revision of Returns Provide facility to revise GSTR1 & GSTR 3| The issue will be addressed wi| Law Amendment
Bharti returns. It is must. i.e. Traders must | implementation of the proposg (New Return
entitled to rectify their mistakes. simplification of GST Returr] System)
Rajkot Chambel procedure. There shall be give
of Commerce & facility to revise his return.
Industry
34. | Gujarat Laghu Udyog| Payment of GST under any wrong head.| Payment of GST under any wrong heg Not accepted. Law Amendment|
Bharti (IGST-CGST-SGST) should be adjustable
trader or system itself.
Rajkot Chambel
of Commerce &
Industry
35. | Gujarat Laghu Udyog| Liability of buyer to reverse the credit if tH Responsibility of mismatching of return 2| The issue will be addressed wi Law Amendment
Bharti supplier is non-compliant. If a deal{ & 2 must not be on traders. Allow all creq implementation of the proposg (New Return
purchases goods from a registered deg to traders who file his return in time. This ry simplification of GST Returr] System)
Rajkot Chamber and that particular dealer does not pay { should be abolished. procedure. There shall be giv¢
of Commerce &| the disallowing of input credit to th facility to revise his return.
Industry purchaser is totally unjust and harsh
36. | Gujarat Laghu Udyog| Free use of ITC Input Tax Credit should be allowed to be u§ Not accepted. Law Amendment]
Bharti against all types of tax liabilities, e.g. CGS
IGST, SGST, interest, late fees etc.
Rajkot Chambel
of Commerce &
Industry
37. | Gujarat Laghu Udyog| Liability on exporters Exporters must not be liable to pay any G| Exporters are already given ¢ Law Amendment
Bharti either on inward or outward goods and mg option to either export the gooc

Rajkot Chambel
of Commerce &
Industry

system of refund for exporters easy, sim
and fast.

or services without payment (
IGST or with payment of IGST.

18 of 28

Detailed Agenda Note Volume 3 Agenda for 29th GSTCM



S. No. State/ Name of the Grievance / Issue Trade Suggestions State /Centre Comments Action
Centre Taxpayer /
Association

38. | Gujarat Laghu  Udyog| IT Software for compliance for MSME Provide easy & cheaper software to sn| Facility is already given by GSTN
Bharti traders. GSTN.
Rajkot Chambel
of Commerce &
Industry

39. | Gujarat Laghu Udyog| Help in compliance Provide cheaper consultants to traders| This is not the responsibility g Administrative
Bharti implement the procedures of GST. Government. Action
Rajkot Chambel
of Commerce &
Industry

40. | Gujarat Laghu Udyog| Internet Problems Provide full speed of internet in each & evg GSTN has already enhanced t Not related to
Bharti village of India facility. GST
Rajkot Chambel
of Commerce &
Industry

41. | Gujarat Laghu  Udyog| Centralised Registration Remove the system of State wise registral Not acceptable. Law Amendment
Bharti whose business is in each and every state

give some alternative system of sing

Rajkot Chambel registration only. Say head office only.
of Commerce &
Industry

42. | Gujarat Laghu Udyog| Cost of Digital Payment Do not force for digital payment and digit{ Not acceptable. Department  of
Bharti payment must be free from any type Financial

Rajkot Chambel
of Commerce &
Industry

charges.

Services.
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43. | Gujarat Laghu Udyog| Single Interface It is very essential to make Common a Not acceptable, however there| Administrative
Bharti single office of CGST & SGST for smool{ single interface in GST. Taxpay{ Action
and easy functioning. is not required to present befo
Rajkot Chamber two different authorities for taj
of Commerce & compliance.
Industry
44. | Delhi Withdrawal of excise duty exemptig Compensate the MSME for this addition Formulate a scheme for MSM| Notification
available upto Rs. 1.5 Crores. burden of tax. upto Rs. 5 Crores allowing re
imbursement of part of tax paid K
Under VAT, there was an Incentiy both Central and Stat
scheme for MSMEs manufacturir Incentive scheme should continue ung¢ government.
West Federation off certain specified goods. But no sul SGST It was a conscious decision
Bengal Small & Medium| incentive is now available under tt Empowered Committee to dg
Industries, W.B.,| SGST Act. away with the tax base
[FOSMI] exemptions. Reimburseme
based incentive is  undé
If exemption cannot be granted to us consideration.
CGST then alike VAT some incentiy
scheme may be envisaged for us wh
we get full reimbursement of the tax pe This is a policy call. Most state
under GST Act(s). have reimbursement basg
schemes. This may be considel
by Central Govt. as well.
45. | West Federation off The composition limit for smal This may be considered only aftf Law Amendment
Bengal Small & Medium| enterprises making B2C supplies of the GST system stabilises.
Industries, W.B.| should be raised to Rs 5 Crore.
[FOSMI]
46. | West Federation off For migrated dealers GST Council h| Administrative
Bengal Indian Exporter| taken a decision that 90% will rema Action.

Organisations
(Eastern Region)

with the States. But the said princip
does not apply for newer register;
entities. Since Central offices are
distant location we have to face hu

problems in moffusul areas.
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47. | West Federation of Big suppliers from whom we mostl Uploading of invoices by buyer an Big business entities need to | Law related issue
Bengal Small & Medium| purchase are not uploading details | provisional credit should be allowed. compelled to upload their dal (New Return
Industries, W.B.| supplies to us in GSTR 1. Many a tim timely so that smaller entities d System)
[FOSMI] repeated requests to them also do not suffer. MIS of top 20 % Ta
yield the desired result. Our fear is that Payers may be made available
our transactions remain unmatched tf nodal officers within 10 days fror
in audit etc we will forced to pay the te the last date of filing of return fg
availed as ITC with interest and penal enforcing compliance. This wil
Already officers have started issuir also become a serious issue ai
notices where the total ITC claim is four the transition stage of the ne
to be in excess of GSTR 2A. return system is concerned.
48. | West Federation off To further help our farmers we should It may also be considerg Rate Issue.
Bengal Small & Medium | encourage that the companies engaged favourably so as to boost domes
Industries, W.B.,| the business of fruit drinks buys the sector.
[FOSMI] requisite fruit pulp from within the countr
only. Today, the companies engaged in
such a business largely import fruit
concentrates from outside India as it is
cheaper for them. To help more MSME
units to come up in this sector we shoulg
increase the import duty on concentrates
imported from outside India.
49. | West Federation off To encourage food processing units of Rate Issue
Bengal Small & Medium| MSME engaged in manufacture of jams, It may be considered favourab

Industries, W.B.,
[FOSMI]

jellies, pickles, etc., GST rates on such
items may be reduced to 5% to bring it &

par with the VAT rates

as it will also be beneficial fo
agricultural sector.
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50.

FISME

Operational issues;

Proof of payment
It has been brought to notice th
many PSUs
hold GST payments and ask f
proof of GST payment. This i
unwarranted and pose variol
practical problems: GST paymen
are done on specific date
sometimes using credits making
difficult to show GST
payments against each and evi
invoice

Clarification may be issued

Circular

51.

FISME

Excluding unregistered dealers from
Public procurement

Admittedly the

number of sma|

unregistered dealers will remain 10s
thousands of times more than t
registered ones. Precluding smaller ol
from supplying anything/service to Go|
entities is height of callousness

Such an abhorrent thought should be giver

by the government

Not
GST

related

to
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52.

FISME

Input Tax Credit (ITC) restrictions-

X The current ITC provisions exclude tg
even genuine business expenses sug
hotel stay, vehicle expenses used
travel, repair of building, any exp @
staff welfare etc.

X In the spirit of making Indian business
competitive, it is important that the
operational costs are not undu
burdened

X Shockingly GST paid on factory Shei
and Buildings even for manufacturir]
activities will not be allowed to bi
claimed as ITC

x Barring a small negative list d
activities/items, ITC should be allowed

Law Amendment

53.

FISME

GST on sale of assets of unit under NPA

IBC

X A clarification is required:

X When fixed assets and machinery o]
sick unit or unit declared as NPA has
be sold would it attract GST? If so
what rate?

X A grave problem arises if GST f(
property sale is applied to the distress
060( DW WKH PDUNHW
revival a big problem. Even if it is sol
at book value, the buyer's ability to rai
enough working capital credit is erode

X Is there any viable option for attackir

this problem?

X A clarification may be issued.
X GST on sale of stressed assets, may
kept at a lower slab @ 5%

Circular
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54.

FISME

Work Contracts

In case of works contract payment
linked with performance as p¢
contract which definitely exceed mo
than 180 days as mentioned in t
proviso. In that case it would caui
adverse effect on the tax payer sir|
full tax is required to be paid at th
time of supply on outward worl
contract while ITC will not be
available on inward work contras
thru sub-contractor.

Pre GST contracts

On-going contracts of pre-GST e|
have not been amended to take i
effect of GST by some of th
Government Departments viz. Bih
State Power Transmission Corp. a
Punjab State Power Transmissi
Corp. On top of that, some of them ¢
withholding a portion of pre-GS]
value of payments, resulting in douk
adverse effect on the vendor.

As per PGCIL, freight charges othi
than GTA are exempt from GST. A
contractors are of the view that freig
charges are part of composite sup|
and liable for GST. PGCIL is of th
view it is not composite contract ¢
there is separate contract for supply

i. Proviso should be amended to the eff
to provide that payment along with ta
which is due as per contract terms, is
paid within 180 days

ii. Government departments need to
instructed to issue suitable contrg
amendments without any further delay

iii. Clarification could be issued in sugq
matters or may include in official FAQ.

Law Amendment

Administrative
Action

Circular
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55. FISME Supplementary Invoice: pain point for | A simple mechanism could be devised Law Amendment|
automotive supply chain
,Q $XWRPRWLYH VXSSO]
settle rates every quarter or 6 months
account of changes in Raw Material pric
or Forex fluctuation etc. These rates i
given with retrospective application at
suppliers raise supplementary invoic
accordingly. In pre-GST era suppliers col
Raise only one bill with attached details
all bills and their rate differences.
Now after GST- a supplementary bill has
be raised for each invoice i.e. a few hund
additional invoices.
This is totally unnecessary, wastefi
tedious & costly.
56. | Ranchi North Bihar| Facing problems in comparing goods w| The turnover slab of 5cr should be extend§ The grievances/ issues are | Notification
Zone Chamber of| traders, who are filing quarterly returi Policy matter. The same is beif
Commerce &| whose business turnover is below 5 cr w forwarded for consideration in th
Industry, traders, who are filing monthly returr ensuing meeting of GST Counci
Muzaffarpur whose business turnover is above 5 Cr.
57. | Ranchi A. K. Tulsiyan & | There are high probabilities of mistake | Rectification of mistake should be provid Law related issue
Zone Co. CA, | filing of returns as they are unfamiliar { at GST Portal, itself. - (New Return
Muzaffarpur online GST submission. Due to this reas; System)

many of tax invoices has been wrong

uploaded or not getting uploaded.
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58. | Ranchi A. K. Tulsiyan & | Notices/queries are send online on portal The notice should be send by post also to Rules
Zone Co. CA, | on email. Since many of dealers do 1 dealers.
Muzaffarpur know how to operate system properly.
59. | Ranchi A. K. Tulsiyan & | Notices have been sent to dealers | Non-uploaded of GSTR-1 should | Administrative
Zone Co. CA, | mismatch in input claims in GSRT-3B all considered before issuing the Notice issue
Muzaffarpur GSRT-2A as many of the dealers have
uploaded GSTR-1 on time.
60. | Ranchi A. K. Tulsiyan & | Cases of refund in case of wrong select A concept of E-wallet should be introduc Law Amendment]
Zone Co. CA, | of Minor/major head can be minimized. | in Electronic Cash Ledger
Muzaffarpur
61. | Ranchi Singhbhum E-way bill requirement in case of Jo| There should be provision for revision Rules
Zone Chamber of| worker should be removed. GST return. By doing so a no. of MSME un
Commerce & will be saved from costly compliance proce
Industry of GST.
62. | Ranchi Singhbhum Levy of penalty for typographical errors | Circular
Zone Chamber of| generation of e-way bill should be releas
Commerce &| by checking the documents and levy
Industry minimum penalty
63. | Ranchi Singhbhum The threshold limit of generation of E-we Notification
Zone Chamber of| bill should be increased to Rs. 2 lakhs |
Commerce &| intra-state movement of goods
Industry
64. | Ranchi Jharkhand Smal| Revision of return Facility for revision of returns within the du
Zone Industries date of return filing should be allowed. Law related issug
Association, (New Return
Ranchi System)
65. | Ranchi Jharkhand Small Correction/revision of returns filed durin Returns filed during last one year have err Law related issug
Zone Industries last one year. and needs to be corrected/ revised. One 1 (New Return
Association, facility for rectification should be allowed. System)
Ranchi
66. | Ranchi Jharkhand Smal GST Credit on Diesel for D.G. Set shoy GST credit on Diesel used by MSME Amendment
Zone Industries be allowed. fuel/running D.G set should be allowed
Association, bring down the cost of production.
Ranchi
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67. | Ranchi Jharkhand Smal RCM provision is very complicated arf RCM provision is very complicated ar Law Amendment
Zone Industries should be scrapped. should be scrapped as it does not img
Association, revenue.
Ranchi
68. | Ranchi Jharkhand Smal Intra-state e-way bill monetary limit. Intra state monetary limit for e-way Dbi Notification
Zone Industries should be made uniform across all the stg
Association, to have uniformity
Ranchi
69. | Ranchi Jharkhand Small GST credit on Civil Support Structure { GST credit on Civil Support Structure Law Amendment|
Zone Industries Plant & Machinery. Plant & Machinery should be allowed. Tt
Association, present provision needs to be clarifig
Ranchi explained in detail to avoi
confusion/misinterpretation.
70. | Ranchi Bihar Industries| Frequency of Returns Taxpayers opting composition and havi Law Amendment
Zone Association turn over upto 50L should be allowed to f
(BIA) single annual return.
71. | Ranchi Bihar Industries| Composition Scheme to Service Secto The benefit of the Composition Scher Law Amendment
Zone Association SME should also be extended to Service Sectd
(BIA) SME.
72. | Ranchi Bihar Industries| Refund of Input tax in case of Inverted T| Simplify the refund process and make refu Circular
Zone Association Structure on priority basis
(BIA)
73. | Ranchi Bihar Industries| Multi Vehicle in E-way Bill There is need to have multi vehicle option Notification
Zone Association single e-way bill for smooth transportatig
(BIA) mainly in case of import of goods.
74. | Ranchi Bihar Industries) TRAN-1 Verification It is suggested that an SOP should be cre Administrative
Zone Association and widely circulated for TRAN- Action
(BIA) verification instead of demanding of lot
papers and personal appearance be
authority.
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75. | Hyderabad | Cherlapally Trade submitted that many of the sm| The trade suggested that a one time waive In terms of Section 22 (2) d Notification
Zone Industries business community where the busines| penalty for non-filing/late filing and one tim CGST Act, it is mandatory that g
Association mostly carried out by illiterates whog permission to avail exemption even thou the taxpayers registered under {
turnover is much less than the thresh{ GST Registration was taken should | existing law shall take registratio
limit of Rs.20 lakhs have obtained G§ provided so that these taxpayers could | under the Act. However, they a
registration thinking that these a NIL return and cancel their registration. at liberty to cancel thei
compulsory basing on wrong advice registration if their turnover is leg
consultants and now these taxpayers cc than 20 lakhs. As many of the
not claim exemption and cancel thg taxpayers have not filed the
registration. returns, waiving of late fee for th
taxpayers upto the turnover of 2
lakhs can be recommended.
76. | Hyderabad | JMD Metals During the E-way bill checking, goods ( The provision for uploading Form GS As generation of e-way bill i§f GSTN
Zone the taxpayer were found being transpor] MOV-09 should be enabled in the onlilf mandatory, the provision fg

without invoices and E-way bill and th
officers detained the goods and issued
notice. The taxpayer has accepted

mistake and agreed to pay GST & Peng
and the taxpayer paid them through onl|
portal. However, the officers could ni
release the goods as the liability could |
be uploaded into the liability ledger of t
taxpayer as there is no provision to uplg
form GST MOV-09. The taxpayer coul
not adjust the duty and penalty paid in {
liability ledger as per above GST MO38
order and hence facing difficulty in takin

release of the goods.

portal, meanwhile the taxpayer may
enabled to manually enter the details of fg
GST MOV-09 details in their liability ledge
so that the amount paid can be adjusted.

uploading the GST MOV O0¢
details may be taken up ¢
priority.
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File No: 484/2% GSTCM/GSTC/2018
GST Council Secretariat

Room No0.275, North Block, New Delhi
Dated: 27 July 2018

Notice for 29" Meeting of the GST Council on 04 August 2018

The undersigned is directed to refer to the subject cited above and to say th&t the 29
Meeting of the GST Council will be held on Saturday, 4 August 2018 from 11:00 am onwards
at Hall No 2-3, Vigyan Bhawan, New Delhi. The Meeting is convened to discuss mainly the
issues, concerns and suggestions of the Micro, Small & Medium Enterprises (MSME) in the
GST regime and any other agenda with the permission of the Chairperson of the Council.

2. The Detailed Agenda Note, if any, will be sent separately in due course of time.

3. All State Governments and CBIC are requested to send their suggestions or concrete
action points for this single agenda item to Member (GST), CBIC / GST Council befbre 29
July, 2018, as discussed in thé"Z8ST Council Meeting.

4. 3OHDVH FRQYH\ WKH LQYLWDWLRQ WR WKHitehRQAEOH OF

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 *R¥HWOJMEEHW RI ,Q
WR EULHI +RQYEOH OLQLVWHU DERXW WKH DERYH VDLG PHHWLQJ

36 WR +RQYEOH OLQLVWHU RI 6WDWH )LRBIFHHZ*RMOAKLQPIHMDRV
UHTXHVW WR EULHI +RQYEOH OLQLVWHU DERXW WKH DERYH VDLC

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

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

5. Chairman, GST Network
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Agenda Items for the 29' Meeting of the GST Council on 04 August 2018

Confirmation of the Minutes of #8GST Council Meeting held on 2Duly, 2018
Discussion to address issues and concerns of Micro, Small & Medium Enterprises
(MSME) in GST regime

Incentivising Digital Payments in GST Regime

Any other agenda item with the permission of the Chairperson

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

Agenda ltem 3: Incentivising Digital Payments in GST Regime

2.

2.1

Briefly stated, with an objective to incentivise digital transastosan Agenda Note was
circulated for consideration by the GST Council in it& RReting [held on 10.11.2017]. A revised
Agenda, by way of an addendum, was circulated in tHeGEST Council meeting held on 21.07.2018,
which proposed as follows:

)

The GST concessions on digital payments be given on the B2C transactions through the
modes that are used across the country. Accordingly, it is proposed that titegasT
concession be given only on the B2C transactions made through RuPay (Debdr@ard)
UPI-Unified Payment Interface, BHIM, USSD.

The GST concession shall be given by way of refund to the consumer in his dloomugyt

an automated route.

The concession shall be 20% of total GST paid subject to the total ceiRg1df0 (Rs 50

CGST and Rs 50 SGST) per transaction.

The CGST amount given as cashback shall be pooled in by the Centre and SGST amount
shall be pooled in by the respective State.

Upon approval of the proposal, the exact modalities for providing the concessiobeshall

put in place in consultation with the Line Ministry (Ministry of Electm®&i Information
Technology).

Revenue implications:

The volumes and revenue implication under the proposed modes are as follows:

A. Volumes:

S. No. Modes Volume (17-18) | Value (17-18)
[In Rs crore] [In Rs crore]
1 |UPI-Unified Payment Interface, BHIM, USSD 92 109832
2 |RuPay (POS) 46 48886
3 |RuPay (eComm) 21 16635
Total 159 175353

Source: NPCI/MeitY

B. Revenue implication: A large number of digital transactions may be done for utility payments
or other payments which do not attract GST. The benefit would accrue only onrd&®actions
involving GST supplies. Further, benefit would be restricted to Rs 100grevattion. Accordingly,
revenue estimation done is as follows:

S. No.| Description Amount
1 |Average value per transaction Rs 1103
2 |Weighted average GST rate 14%
3 If 33% of the above stated transactions are eligible Rs 1636 core

for benefit-the revenue implication at the rate of 209
of GST paid would be = Total Value*(33*weighted
rate (5)*20%
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4 |If 25% of the transactions are eligible for concessi Rs 1239 core
the implication would be

5 |If 20% of the transactions get the benefit, the Rs 991crore
concession would be

3. The Council discussed the above proposal in tHeZ8T Council Meeting held on 21.07.2018
and the Council recommended that this proposal may be considered by the Group of Minietdis (G
on Digital Payments for further refinement and to be taken up in the next Odeeting to be held on
4™ August, 2018.

4. The matter has been examined by the GoM on Digital Paynrernte meeting held on
03.08.2018. The GoM observed that incentivising digital payments by way of instant cashBG&dk
shall increase the compliances. This would lead to increased capturing dfa®2@ctions in GST.
Thus, significant gain in revenue are likely on implementation of this propbkal gains due to
increased revenue collection will offset any cost that is anticipated on acdamashback of GST. It
would additionally lead to the following gains:

i) Increased formalisatiorreduced GST evasion
ii) Increased Transparency in business
ii) Incentive to use the digitisation will reduced rutalrban divide
iv) Improved compliance and reduction in cash transaction vis-a-vis GDP.
v) No discrimination with rural and poor population as there is no GST farg&elow threshold
and traders availing composition scheme are out of scheme coverage
vi) Increased consumer participation because of incentive.
vii) The revenue implication of the policy should not be seen as a cost but as an invastment
formalise the economy in long term.

4.1 7KH *RO DOVR GLVFXVVHG WKH FRQFHUQV UD:IFWHG %BMH QUKD + |
'U $PLW OLWUD +RQTEOH ecdi&falewingl ¢dbnseing: UDLVHG LQWHU

i) Belief that the UPI, BHIM, USSD and Rupay cards are popular in rural areas isedtar
Example, large number of Rupay cards are still lying with banking correspondencal in ru
areas.

i) Lack of digital infrastructure in rural and semi urban markets like POS machine.

iif) The revenue implication of Rs 1636 crore will further aggravate the alhantiGST revenue
which so far has been below the expectation

4.2 In the above context the GoM observed that the incentives to promote the digitatimnsa
will provide incentives for use of Rupay cards on a large scale and alsidigélpiln creating the digital
infrastructure in rural and semi urban markets. Also, increased compliancéseitlthe revenue loss
on account of cashback. Thus, the proposal would in fact address the above stated concerns.

4.3 GoM observed that the modalities to implement the scheme, after in principle apprdsal of G
Council, may be worked out in consultation with GSTN, MeitY and National Payments Corporation of
India (NPCI).

5. Accordingly, GoM approved the proposal and recommended the same to be placetthéefore
Council for favourable consideration.
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6. Accordingly, it is proposed that the Council may accord in principle approtla foroposal.
The exact modalities of implementation of the Scheme shall be worked out in camswidi MeitY,
GSTN and NPCI. The Scheme shall be implemented as soon as the modalities foeitseimgtion
are put in place.
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Agenda ltem 4: Any other agenda item with the permission of the Chairperson

Agenda Item 4(i): Notifying the due dates for furnishing the details in FORM GSTR-1, FORI
GSTR-2 and filing the return in FORM GSTR-3 and FORM GSTR-3B

The GST Council in its 26meeting held on *0March, 2018 decided to continue with the
present system of filing of the returnfl®RM GSTR-3B and the details of outward supplies=sORM
GSTR-1 for April to June, 2018 till the new return system is finalized. The basiciples of a new
GST return filing system, based on the recommendations of the Group sfévBron IT simplification,
were approved by the GST Council in it$"2ieeting held onMay, 2018. Further, the GST Council
in its 28" meeting held on 21July, 2018 approved the key features and the new format of the GST
returns.

2. Till the time the new return filing system is developed and implemented, it is proposed t
continue with the present system of filing the details of outward suppliE®RM GSTR-1 and a
summary return iFORM GSTR-3B till March, 2019 along with postponing the furnishing of the
details of inward supplies IRORM GSTR-2 and the return ifORM GSTR-3till March, 2019.

3. Thus, it is proposed to notify the due date for filing the said FORMS as below:

(i) the due date for furnishing the detailsH®@RM GSTR-1 for the months of July, 2018 to
March, 2019 to be the Tlof the corresponding next month for the registered persons having
aggregate turnover of more than Rs 1.5 crore in the preceding financiadryder current
financial year;

(i) the due date for furnishing the detailsHORM GSTR-1 IRU WKH TXDBWHYYV -X0O\Y
2FW-THFY -P@UY WR EH WKH ODVWS3G)Odllawing/this EndPdR Q W K
the corresponding quarter for the registered persons having aggregate tafngvér Rs 1.5

crore in the preceding financial year or the current financial year;

(i) the due date for filing the return IRORM GSTR-3B for the months of July, 2018 to
March, 2019 to be the 2®f the corresponding next month.

(iv) the due date for furnishing the detailsF®@RM GSTR-2 and filing the return iFORM
GSTR-3for the months of July, 2018 to March, 2019 shall be notified subsequently.

4, Accordingly, the approval of the GST Council is sought to notify the des datdetailed in
paragraph 3 above.
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Table Agenda for the 29 GST Council Meeting

Agenda Note onthe proposals for amendment in the Central Goods and Services Tax
Act, 2017

The GST Council in its 28 meeting held on 21.07.2018 approved the proposals for
amendment in the GST Laws.

2. Accordingly, draft amendment Bills were prepared in consultation with the
Legislative department of the Union Ministry of Law and Justice for their introduction in the
ongoing Monsoon Session of the Parliament. The draft Bills were placed before the Union
Cabinet on 01.08.2018 for consideration and approval.

3. It has been observed that the original formulation of second proviso to section 16(2)

of the Central Goods and Services Tax Act, 2017 is more beneficial to the MSME and
GHOHWLRQ RI WKH SKUDVH 3DORQJ ZLWK LQWHUHVW WKHL
payment to suppliers, especially to MSMEs. Union Cabinet, while considering the
amendments has also noted this concern.

4. Accordingly, the approval of the GST Council is sought not to carry out the proposed
amendment in the second proviso to section 16(2) of the Central Goods and Services Tax
Act, 2017.

*kkkk

Table agenda -withdraw amendment to Section 16(2) of the CGST Act 2017 Agenda for 29th GSTCM
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